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BUY HOLD SELL 

   

> 15% -5% to 15% < -5% 

Stock Rating 

Sector Outlook Positive 

Stock 
 

CMP (INR)                            161 

Target Price (INR)  190 

NSE Symbol IRCON 

BSE Code 541956 

Bloomberg IRCON IN 

Reuters IRCN.BO 

Key Data 
 

Nifty 20,969 

52WeekH/L(INR) 180 / 48 

O/s Shares (Mn) 940 

Market Cap (INR bn) 151.34 

Face Value (INR) 2 

Average volume 
 

3 months 21,70,071 

6 months 19,50,692 

1 year 16,76,843 

Share Holding Pattern (%) 

Company Overview 

Ircon International Ltd. (Ircon) is an integrated Indian engineering and construction company, spe-
cializing in major infrastructure projects like railways, highways, bridges, flyovers, tunnels, EHV sub-
stations, and other infrastructure activities. Since its inception, the company has focused on the rail-
way sector and has diversified into other transport and infrastructure segments such as highways 
and road construction over the years. It has a rich and diverse experience in executing major infra 
projects both internationally as well as domestically. The company’s core business operations are 
(a) construction and (b) infrastructure development. In the company’s construction operations, the 
major revenue is derived from the railway sector which accounts for 94% of the revenue mix. The 
company carries out its railway construction services on a turnkey basis, specializing in the con-
struction of new railway lines, conversion of existing lines, station building and facilities, signaling, 
and railway electrification. In its infrastructure development business, Ircon develops and maintains 
railways and roads on a build, operate, and transfer (BOT) mode. With respect to its geographically 
diverse business operations, the company has achieved the highest-ever turnover in the quarter 
ended September 2023, amounting to Rs. 3,136 crores. About 90% of the company’s order book 
comprises domestic orders and the majority of orders are procured by the company via a bidding 
process. With respect to its construction business, the company considers undertaking projects that 
have high order value so that it can benefit from economies of scale, thereby maintaining the growth 
rate and margins. 

Investment Rationale  

Steady execution and robust order book reflect in strong financial performance  

The company operates in an industry where the order book is considered as an important metric to 
determine growth stability since it represents a portion of the anticipated future revenue. The compa-
ny receives order both on a tender basis and through nomination by the Railway Ministry. The com-
pany caters to both domestic and international markets. The company has a strong order book of Rs 
32,152 crores as of September 2023, of which 90% of orders represent domestic orders and the rest 
international orders. The company achieved the highest-ever turnover in the quarter ended Septem-
ber 2023, amounting to Rs. 3,136 crores (up 36% compared to the previous quarter), which reflects 
consistent and strong growth sequentially. The company’s EBITDA margins for the quarter ended 
September 2023 stood at 12.5%. Moreover, the company’s core EBITDA and PAT margins grew at 
a good pace sequentially and stood at 8.1% and 8.0%, respectively, thereby reflecting a consistent 
increase in margins. Also, a growth in the order book position reflects a successful track record of 
execution of the projects undertaken and the company’s ability to bid and win new orders. 

Grant of Navratna status to the company will open multiple future avenues  

Complementing the growth story of the company, a recent declaration of the company as a 
‘Navratna Company’ by the government will be considered to be a milestone for the company. On 
achieving the Navratna status, the company gets enhanced financial and operational freedom as it 
empowers the company to invest up to Rs. 1,000 crores or 15% of its net worth into a single project 
without seeking government approval. Also, it allows the company to enter into joint ventures, form 
alliances, and float subsidiaries abroad. Hence, the company would be able to take large-size pro-
jects and benefit from economies of scale. This will also increase the market credibility of the com-
pany in the future period. The ‘Navratna’ status will aid the company in securing quality orders from 
the market and the experience of the company in execution of those orders will benefit the growth 
story and help maintain margins in future. 

Relative Price Chart 

Ircon International Ltd. Buy 
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Source: Company, BP Equities Research 

Ircon International Ltd. 

Key Financials  
YE March (Rs. millions)  FY20   FY21   FY22   FY23   FY24E   FY25E  

Revenue   53,911  53,498  73,797  103,679  119,231  139,500  

Revenue Growth (Y-oY) 12.4% (0.8%) 37.9% 40.5% 15.0% 17.0% 

EBIDTA   3,876  4,793  5,311  4,533  5,213  7,812  

EBIDTA Growth (Y-o-Y) (9.4%) 23.6% 10.8% (14.6%) 15.0% 49.9% 

Net Profit   4,853  3,911  5,923  7,652  9,062  9,905  

Net Profit Growth (Y-o-Y) 7.8% (19.4%) 51.5% 29.2% 18.4% 9.3% 

Diluted EPS 5.2  4.2  6.3  8.1  9.6  10.5  

Diluted EPS Growth (Y-o-Y) 7.8% (19.4%) 51.5% 29.2% 18.4% 9.3% 

Key Ratios   

EBIDTA margin (%) 7.2% 9.0% 7.2% 4.4% 4.4% 5.6% 

NPM (%)   9.0% 7.3% 8.0% 7.4% 7.6% 7.1% 

RoE (%)   11.6% 8.9% 12.7% 14.7% 15.8% 16.4% 

RoCE (%)   9.3% 10.2% 8.9% 6.8% 7.2% 10.3% 

Valuation Ratios   

P/E (x)   31.2x 38.7x 25.5x 19.8x 16.7x 15.3x 

EV/EBITDA 2.4x 2.1x -0.8x 3.4x 21.7x 15.0x 

P/BV (x)   3.6x 3.4x 3.2x 2.9x 2.6x 2.5x 

Market Cap. / Sales (x) 2.8x 2.8x 2.0x 1.5x 1.3x 1.1x 

Valuation and Outlook 

Ircon International Ltd., engaged in the construction and EPC industry, has exposure to multiple infrastructure projects from both domes-
tic and international markets. Its order book is significantly dominated by railway construction projects which accounted for almost 73% of 
the total order book as of September 2023. Considering the increasing government expenditure on railway infrastructure and railway 
projects, the company will benefit in the longer horizon. Also, Ircon will only accept orders above Rs. 5 billion which will ensure that the 
company gets quality projects to execute, thereby increasing its credibility in domestic as well as international markets. Also, the con-
sistent growth in top-line figures and consistent margins add up to the fulfillment of the long-term goals of the company. With the compa-
ny anticipating a 15% growth in revenue and EBITDA figures in the coming period which is assisted by a strong order book and increas-
ing government spending on infrastructure, we assign a Buy rating with an investment horizon of 12 months. On the valuation 
front, we have arrived at a target price of Rs 190 (17% upside from CMP) based on 18x of FY25E earnings. 
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Disclaimer Appendix 
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Institutional Sales Desk                        Tel:  +91 22 61596403/04/05 

Analyst (s) holding in the Stock :  Nil 

Analyst (s) Certification: 

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our 
personal views about any and all of the subject issuer (s) or securities. We also  certify that no part of our compensation was, is, or will 
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities). 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not 
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation 
would be illegal.  

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so 
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our 
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.  

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any 
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any 
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied 
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own 
investigations. 

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to 
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.  

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any 
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or 
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction. 
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