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AHLUWALIA CONTRACTS INDIA LIMITED
Solid turnaround on the horizon; initiating coverage with BUY
recommendation
Private Banking

Current price: INR 182.40 / target price: INR 240.00

BUY  Upside potential 31.6%

Highlights

■ Building construction contractor with proven track record.
■ Valuation supported by improving profitability with robust

growth.
■ Operating performance has good room for improvement.
■ Solid order book position gives more visibility on revenue

growth.
■ Margins to expand from here onward.
■ Please note that trading facilities for this security may be

limited.

AHLUWALIA CONTRACTS INDIA LIMITED, 13 week
moving average
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Source: Thomson Financial. Any reference to past performance is not necessarily indicative of future
results.

Company profile

Ahluwalia Contracts (ACIL) is one of the largest civil engineering and procurement
contractors (EPC) in India, with a clear focus on residential, commercial and
government buildings, including hotels, hospitals, residential towers, corporate and
government headquarters etc. The company has five decades of experience in the
field and has constructed some complex buildings in India.

Key figures

ISIN / Sec. no.: INE758C01029 / 3311469

Bloomberg / Reuters AHLU IN / AHLU.NS

Outstanding shares 64.80 m

Market capitalization (INR) 11.82 bn

Source: Company data, Credit Suisse | Closing price of 1 Dec 2014

Important disclosures are found in the Disclosure appendix. Credit Suisse does and seeks to do business with companies
covered in its research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could
affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.
For a discussion of the risks of investing in the securities mentioned in this report, please refer to the following Internet link:
https://research.credit-suisse.com/riskdisclosure

Building construction contractor with proven track
record
Ahluwalia Contracts (ACIL) is a leading construction contractor
with a focus on building EPC contracts across residential,
commercial and govt. buildings. We are positive on its operating
performance due to a shift in its focus toward government
contracts where the investment cycle is likely to precede the
private sector and the risk of bad debt is low. The current order
book largely consists of variable price contracts (with better
margins) which gives us better visibility on earnings growth.

Valuation supported by improving profitability with
robust growth
ACIL is trading at a P/E 2015E (FY ending March 2016) of
11.5, which is attractive considering our expectation of an EPS
CAGR 2014E-17E of 29%. ACIL has a proven track record in
executing some critical projects, and we believe valuation should
expand further once the execution accelerates, margins expand
and debt reduces with an improvement in cash flows. Hence,
we are initiating coverage on ACIL with a BUY recommendation
and a target price of INR 240, implying a P/E 2016E of 12.0.

Operating performance has good room for
improvement
ACIL's revenues and margins have been under significant
pressure, largely due to some legacy contracts, especially the
real estate construction contracts with private parties where the
company has suffered significant delays in payments. However,
given the bitter experiences in the past, management has now
clearly shifted its focus on government contracts with variable
pricing and higher margins. We also note that competition has
reduced substantially and hence margins have good potential
for an improvement. We expect ACIL's cash flow position to
improve over the next couple of years which could lead to debt
reduction. The promoters have recently increased their stake
(utilized to pay debt and finance working capital requirement)
by about 2% which gives us even greater confidence in the
company's operations. We believe ACIL has significant potential
to tap growing demand for mass housing, hospitals, schools
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and colleges, and could benefit from the government's focus
on new cities.

Valuation

Fiscal year-end: 3/2014 2013A 2014E 2015E

EPS (INR) -12.00 10.63 15.93

P/E n.a. 17.2 11.5

Dividend per share (INR) 0.00 0.00 0.50

Dividend yield n.a. n.a. 0.3%

Book value / share n.a. 4,189.0 n.a.

Source: Credit Suisse

Solid order book position gives more visibility on
revenue growth
ACIL's current order book stands at ~INR 35 bn (3.6 times
its 2013A revenues), which is expected to be executed
over the next 24-30 months, as per management. Also, we
believe the order intake should accelerate further, given higher
spending by the government on smart cities, new airports and
public infrastructure. As per management, revenue growth will
accelerate in H2 2014 due to a significant ramp-up in execution.
Overall, management expects 20% revenue growth in 2014.

Margins to expand from here onward
ACIL surprised positively by reporting a 12.8% EBITDA margin
in H1 2014. ACIL has booked several better-margin contracts
over the past 3-4 quarters; execution of these contracts will
help to support its margins (our expectation: ~12%). Its order
book currently has 51% government contracts and 75% of the
contracts are variable price contracts. Working capital cycle and
debt levels should reduce with cash infusion from promoters,
better execution and settlement from the Commonwealth
Games case.

Please note that trading facilities for this security may
be limited

Relative to MSCI sector
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results.
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Risk warning
_
Every investment involves risk, especially with regard to fluctuations
in value and return. If an investment is denominated in a currency
other than your base currency, changes in the rate of exchange may
have an adverse effect on value, price or income.

https://research.credit-suisse.com/riskdisclosure

For a discussion of the risks of investing in the securities mentioned
in this report, please refer to the following Internet link:

This report may include information on investments that involve
special risks. You should seek the advice of your independent
financial advisor prior to taking any investment decisions based on
this report or for any necessary explanation of its contents. Further
information is also available in the information brochure “Special
Risks in Securities Trading” available from the Swiss Bankers
Association.

Past performance is not an indicator of future performance.
Performance can be affected by commissions, fees or other
charges as well as exchange rate fluctuations.

Historical returns and financial market scenarios are no guarantee of
future performance. The price and value of investments mentioned
and any income that might accrue could fall or rise or fluctuate. Past
performance is not a guide to future performance. If an investment is
denominated in a currency other than your base currency, changes
in the rate of exchange may have an adverse effect on value, price
or income. You should consult with such advisor(s) as you consider
necessary to assist you in making these determinations.

Investments may have no public market or only a restricted
secondary market. Where a secondary market exists, it is not
possible to predict the price at which investments will trade in the
market or whether such market will be liquid or illiquid.

not used
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Disclosures
_

Analyst certification
The analysts identified in this report hereby certify that views about the companies and
their securities discussed in this report accurately reflect their personal views about
all of the subject companies and securities. The analysts also certify that no part
of their compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) in this report. 

Knowledge Process Outsourcing (KPO) Analysts mentioned in this report are employed
by Credit Suisse Business Analytics (India) Private Limited. 

Important disclosures
CS policy is to publish research reports, as it deems appropriate, based on
developments with the subject company, the sector or the market that may have
a material impact on the research views or opinions stated herein. CS policy is
only to publish investment research that is impartial, independent, clear, fair and not
misleading. 

The Credit Suisse Code of Conduct to which all employees are obliged to adhere, is
accessible via the website at:
https://www.credit-suisse.com/governance/doc/code_of_conduct_en.pdf

For more detail, please refer to the information on independence of financial research,
which can be found at:
https://www.credit-suisse.com/legal/pb_research/independence_en.pdf

The analyst(s) responsible for preparing this research report received compensation
that is based upon various factors including Credit Suisse's total revenues, a portion of
which is generated by Credit Suisse Investment Banking business. 

Equity rating history as of (03/12/2014)

Company Rating Date

AHLUWALIA CONTRACTS
INDIA LIMITED (AHLU IN)

BUY 03/12/2014

BUY 28/11/2014

Credit Suisse holds a trading position in the subject issuer (AHLUWALIA CONTRACTS
INDIA LIMITED).  

Additional disclosures
United Kingdom: For fixed income disclosure information for clients of Credit Suisse
(UK) Limited and Credit Suisse Securities (Europe) Limited, please call +41 44 333
33 99. 

For information regarding disclosure information on Credit Suisse Investment Banking
rated companies mentioned in this report, please refer to the Investment Banking
division disclosure site at:
https://rave.credit-suisse.com/disclosures

Guide to analysis
_

Equity recommendation allocation as of (03/12/2014)

Overall Investment banking interests
only

BUY 42.42 % 40.99 %

HOLD 51.04 % 51.88 %

SELL 5.42 % 5.94 %

RESTRICTED 1.12 % 1.19 %

Absolute stock performance
The stock recommendations are BUY, HOLD and SELL and are dependent on the
expected absolute performance of the individual stocks, generally on a 6-12 months
horizon based on the following criteria:

BUY 10% or greater increase in absolute share price

HOLD variation between -10% and +10% in absolute share
price

SELL 10% or more decrease in absolute share price

RESTRICTED In certain circumstances, internal and external
regulations exclude certain types of communications,
including e.g. an investment recommendation during
the course of CS engagement in an investment
banking transaction.

TERMINATED Research coverage has been concluded.

Absolute bond performance
The bond recommendations are based fundamentally on forecasts for total returns
versus the respective benchmark on a 3-6 month horizon and are defined as follows:

BUY Expectation that the bond issue will outperform its
specified benchmark

HOLD Expectation that the bond issue will perform in line with
the specified benchmark

SELL Expectation that the bond issue will underperform its
specified benchmark

RESTRICTED In certain circumstances, internal and external
regulations exclude certain types of communications,
including e.g. an investment recommendation during
the course of CS engagement in an investment
banking transaction.

Credit Suisse HOLT
With respect to the analysis in this report based on the HOLT(tm) methodology,
Credit Suisse certifies that (1) the views expressed in this report accurately reflect
the HOLT methodology and (2) no part of the Firm's compensation was, is, or will be
directly related to the specific views disclosed in this report. The Credit Suisse HOLT
methodology does not assign ratings to a security. It is an analytical tool that involves
use of a set of proprietary quantitative algorithms and warranted value calculations,
collectively called the Credit Suisse HOLT valuation model, that are consistently applied
to all the companies included in its database. Third-party data (including consensus
earnings estimates) are systematically translated into a number of default variables and
incorporated into the algorithms available in the Credit Suisse HOLT valuation model.
The source financial statement, pricing, and earnings data provided by outside data
vendors are subject to quality control and may also be adjusted to more closely measure
the underlying economics of firm performance. These adjustments provide consistency
when analyzing a single company across time, or analyzing multiple companies across
industries or national borders. The default scenario that is produced by the Credit Suisse
HOLT valuation model establishes the baseline valuation for a security, and a user then
may adjust the default variables to produce alternative scenarios, any of which could
occur. The Credit Suisse HOLT methodology does not assign a price target to a security.
The default scenario that is produced by the Credit Suisse HOLT valuation model
establishes a warranted price for a security, and as the third-party data are updated,
the warranted price may also change. The default variables may also be adjusted to
produce alternative warranted prices, any of which could occur. Additional information
about the Credit Suisse HOLT methodology is available on request. The Credit Suisse
HOLT methodology does not assign a price target to a security. The default scenario
that is produced by the Credit Suisse HOLT valuation model establishes a warranted
price for a security, and as the third-party data are updated, the warranted price may
also change. The default variable may also be adjusted to produce alternative warranted
prices, any of which could occur.

CFROI®, HOLT, HOLTfolio, ValueSearch, AggreGator, Signal Flag and “Powered by
HOLT” are trademarks or service marks or registered trademarks or registered service
marks of Credit Suisse or its affiliates in the United States and other countries. HOLT
is a corporate performance and valuation advisory service of Credit Suisse

Global disclaimer / important information
_
NO DISTRIBUTION, SOLICITATION, OR ADVICE: This report is provided for
information and illustrative purposes and is intended for your use only. It is not a
solicitation, offer or recommendation to buy or sell any security or other financial
instrument. Any information including facts, opinions or quotations, may be condensed
or summarized and is expressed as of the date of writing. The information contained
in this report has been provided as a general market commentary only and does not
constitute any form of regulated financial advice, legal, tax or other regulated service. It
does not take into account the financial objectives, situation or needs of any persons,
which are necessary considerations before making any investment decision. You should
seek the advice of your independent financial advisor prior to taking any investment
decisions based on this report or for any necessary explanation of its contents. This
report is is intended only to provide observations and views of CS at the date of writing,
regardless of the date on which you receive or access the information. Observations
and views contained in this report may be different from those expressed by other
Departments at CS and may change at any time without notice and with no obligation
to update. CS is under no obligation to ensure that such updates are brought to your
attention. FORECASTS & ESTIMATES: Past performance should not be taken as
an indication or guarantee of future performance, and no representation or warranty,
express or implied, is made regarding future performance. To the extent that this report
contains statements about future performance, such statements are forward looking
and subject to a number of risks and uncertainties. Unless indicated to the contrary,
all figures are unaudited. All valuations mentioned herein are subject to CS valuation
policies and procedures.CONFLICTS: CS reserves the right to remedy any errors
that may be present in this report. Credit Suisse, its affiliates and/or their employees
may have a position or holding, or other material interest or effect transactions in any
securities mentioned or options thereon, or other investments related thereto and from
time to time may add to or dispose of such investments. CS may be providing, or have
provided within the previous 12 months, significant advice or investment services in
relation to the investments listed in this report or a related investment to any company
or issuer mentioned. Some investments referred to in this report will be offered by
a single entity or an associate of CS or CS may be the only market maker in such



Mumbai / 3 December 2014

Research Flash - Company Note 5

investments. CS is involved in many businesses that relate to companies mentioned in
this report. These businesses include specialized trading, risk arbitrage, market making,
and other proprietary trading. TAX :: Nothing in this report constitutes investment,
legal, accounting or tax advice. CS does not advise on the tax consequences of
investments and you are advised to contact an independent tax advisor. The levels and
basis of taxation are dependent on individual circumstances and are subject to change.
SOURCES: Information and opinions presented in this report have been obtained
or derived from sources which in the opinion of CS are reliable, but CS makes no
representation as to their accuracy or completeness. CS accepts no liability for a loss
arising from the use of this report. WEBSITES: This report may provide the addresses
of, or contain hyperlinks to, websites. Except to the extent to which the report refers to
website material of CS, CS has not reviewed the linked site and takes no responsibility
for the content contained therein. Such address or hyperlink (including addresses or
hyperlinks to CS’s own website material) is provided solely for your convenience and
information and the content of the linked site does not in any way form part of this report.
Accessing such website or following such link through this report or CS’s website shall
be at your own risk.
https://research.credit-suisse.com/riskdisclosure

This report is not directed to, or intended for distribution to or use by, any person or
entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to
law or regulation or which would subject CS to any registration or licensing requirement
within such jurisdiction.
http://www.credit-suisse.com/who_we_are/en/

References in this report to CS include Credit Suisse AG, the Swiss bank, its
subsidiaries and affiliates. For more information on our structure, please use the
following link: 
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Distribution of research reports
Except as otherwise specified herein, this report is distributed by Credit Suisse AG,
a Swiss bank, authorized and regulated by the Swiss Financial Market Supervisory
Authority.  Australia: This report is distributed in Australia by Credit Suisse AG, Sydney
Branch (CSSB) (ABN 17 061 700 712 AFSL 226896) only to "Wholesale" clients
as defined by s761G of the Corporations Act 2001. CSSB does not guarantee the
performance of, nor make any assurances with respect to the performance of any
financial product referred herein.  Bahrain: This report is distributed by Credit Suisse
AG, Bahrain Branch, authorized and regulated by the Central Bank of Bahrain (CBB)
as an Investment Firm Category 2.  Dubai: This information is distributed by Credit
Suisse AG, Dubai Branch, duly licensed and regulated by the Dubai Financial Services
Authority (DFSA). Related financial products or services are only available to customers
who qualify as either a Professional Client or a Market Counterparty under the DFSA
rules and who have sufficient financial experience and understanding to participate in
financial markets and satisfy the regulatory criteria to be a client.  France: This report is
distributed by Credit Suisse (France), authorized by the Autorité de Contrôle Prudentiel
et de Résolution (ACPR) as an investment service provider. Credit Suisse (France)
is supervised and regulated by the Autorité de Contrôle Prudentiel et de Résolution
and the Autorité des Marchés Financiers.  Germany: Credit Suisse (Deutschland)
AG, authorized and regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht
(BaFin), disseminates research to its clients that has been prepared by one of its
affiliates.  Gibraltar: This report is distributed by Credit Suisse (Gibraltar) Limited.
Credit Suisse (Gibraltar) Limited is an independent legal entity wholly owned by Credit
Suisse and is regulated by the Gibraltar Financial Services Commission.  Guernsey:
This report is distributed by Credit Suisse (Channel Islands) Limited, an independent
legal entity registered in Guernsey under 15197, with its registered address at Helvetia
Court, Les Echelons, South Esplanade, St Peter Port, Guernsey. Credit Suisse
(Channel Islands) Limited is wholly owned by Credit Suisse AG and is regulated by
the Guernsey Financial Services Commission. Copies of the latest audited accounts
are available on request.Hong Kong:This report is issued in Hong Kong by Credit
Suisse AG Hong Kong Branch, an Authorized Institution regulated by the Hong
Kong Monetary Authority and a Registered Institution regulated by the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong). India: This report is
distributed by Credit Suisse Securities (India) Private Limited ("Credit Suisse India."
CIN no. U67120MH1996PTC104392), regulated by the Securities and Exchange
Board of India (SEBI) under SEBI registration Nos. INB230970637; INF230970637;
INB010970631; INF010970631, with its registered address at 9th Floor, Ceejay
House, Plot F, Shivsagar Estate, Dr. Annie Besant Road, Worli, Mumbai 400 018,
India, Tel. +91-22 6777 3777.  Italy: This report is distributed in Italy by Credit
Suisse (Italy) S.p.A., a bank incorporated and registered under Italian law subject to
the supervision and control of Banca d’Italia and CONSOB, and also distributed by
Credit Suisse AG, a Swiss bank authorized to provide banking and financial services
in Italy.  Japan:This report is solely distributed in Japan by Credit Suisse Securities
(Japan) Limited, Financial Instruments Dealer, Director-General of Kanto Local Finance
Bureau (Kinsho) No. 66, a member of the Japan Securities Dealers Association,
Financial Futures Association of Japan, Japan Investment Advisers Association, and
Type II Financial Instruments Firms Association. Credit Suisse Securities (Japan)
Limited will not distribute or forward this report outside Japan. Jersey: This report

is distributed by Credit Suisse (Channel Islands) Limited, Jersey Branch, which is
regulated by the Jersey Financial Services Commission. The business address of Credit
Suisse (Channel Islands) Limited, Jersey Branch, in Jersey is: TradeWind House, 22
Esplanade, St Helier, Jersey JE2 3QA.  Luxembourg: This report is distributed by
Credit Suisse (Luxembourg) S.A., a Luxembourg bank, authorized and regulated by
the Commission de Surveillance du Secteur Financier (CSSF).  Qatar: This information
has been distributed by Credit Suisse Financial Services (Qatar) L.L.C, which has been
authorized and is regulated by the Qatar Financial Centre Regulatory Authority (QFCRA)
under QFC No. 00005. All related financial products or services will only be available
to Business Customers or Market Counterparties (as defined by the Qatar Financial
Centre Regulatory Authority (QFCRA)), including individuals, who have opted to be
classified as a Business Customer, with liquid assets in excess of USD 1 million, and
who have sufficient financial knowledge, experience and understanding to participate
in such products and/or services.  Singapore:This report has been prepared and
issued for distribution in Singapore to institutional investors, accredited investors and
expert investors (each as defined under the Financial Advisers Regulations) only, and
is also distributed by Credit Suisse AG, Singapore Branch to overseas investors (as
defined under the Financial Advisers Regulations. Credit Suisse AG, Singapore Branch
may distribute reports produced by its foreign entities or affiliates pursuant to an
arrangement under Regulation 32C of the Financial Advisers Regulations. Singapore
recipients should contact Credit Suisse AG, Singapore Branch at +65-6212-2000 for
matters arising from, or in connection with, this report. By virtue of your status as an
institutional investor, accredited investor, expert investor or overseas investor, Credit
Suisse AG, Singapore Branch is exempted from complying with certain compliance
requirements under the Financial Advisers Act, Chapter 110 of Singapore (the "FAA"),
the Financial Advisers Regulations and the relevant Notices and Guidelines issued
thereunder, in respect of any financial advisory service which Credit Suisse AG,
Singapore branch may provide to you.  Spain: This report is distributed in Spain
by Credit Suisse AG, Sucursal en España, authorized under number 1460 in the
Register by the Banco de España.  Thailand: This report is distributed by Credit Suisse
Securities (Thailand) Limited, regulated by the Office of the Securities and Exchange
Commission, Thailand, with its registered address at 990 Abdulrahim Place Building,
27/F, Rama IV Road, Silom, Bangrak, Bangkok Tel. 0-2614-6000.  United Kingdom:
This report is issued by Credit Suisse (UK) Limited and Credit Suisse Securities
(Europe) Limited. Credit Suisse Securities (Europe) Limited and Credit Suisse (UK)
Limited, both authorized by the Prudential Regulation Authority and regulated by the
Financial Conduct Authority and the Prudential Regulation Authority, are associated but
independent legal entities within Credit Suisse. The protections made available by the
Financial Conduct Authority and/or the Prudential Regulation Authority for retail clients
do not apply to investments or services provided by a person outside the UK, nor will the
Financial Services Compensation Scheme be available if the issuer of the investment
fails to meet its obligations.  
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