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Reading the topical trends

Braking hard

NHAl awards drop 60% in H1 FY23, competitive intensity in HAM moderates

NHAI awards in the red in H1, to moderate in FY23
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The National Highways Authority of India (NHAI) Nonetheless, awarding for the full fiscal is still
awarded only 777 km of road projects in the first likely to moderate on-year. We expect 4,800-5,200
half of this fiscal — a three-fiscal low and a 60% km of awards this fiscal, much lower than the 6,306
drop compared with last year. km awarded last fiscal.

Slackened pace of execution and highly inflated Of the 777 km awarded in the first half of this fiscal,
prices of key input materials (owing to uncertainties hybrid annuity model (HAM) projects cornered a
arising out of global geopolitical tensions) healthy 51% share, while engineering, procurement
have acted as major impediments to awarding and construction (EPC) accounted for the rest. The
momentum. shares are expected to remain at current levels for

the full fiscal as well, with HAM accounting for

That said, NHAI has already floated tenders for 45-50%, EPC for 45-50%, and build-operate-toll

~2,200 km so far this fiscal — as much as 36%

more than in the same period last fiscal — and (BOT) for <5%.

considering the ramp-up that typically happens in Delving deeper into HAM awards, some of the

the fourth quarter, awarding in the second half of concerns around intense competition in the space
the fiscal is expected to improve substantially. seem to have a softened to an extent.
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In sharp contrast to last fiscal, which saw 10-15 The reasons for the fall in bidding intensity and
bidders on average per project, HAM awards in consequent rise in bid premiums:

the first half of the fiscal saw only 5-7 bidders on
average. Indeed, 61% of the HAM projects awarded
so far this fiscal have been won by large-sized
developers compared with 57% last fiscal.

e Sharp rise in commodity prices and complex
project awards in difficult terrains warranted
developers to seek a higher premium to
maintain their margins

At the other end, however, bid premiums per project

have recovered to 8-10% from 3-5% last fiscal. * Removal of operations and management

(O&M) cost as a criterion for awarding averted

developers from quoting abnormally low O&M
Slight rationalisation witnessed in HAM bids bids to win projects

Share of developers in No. of Bid e Many mid-sized developers who won projects
NHAI' HAM awards bidders premium in the past two years exhausted their balance
sheet capacities, which prevented them from

Large players participating in bids this fiscal

That said, when the NHAI ramps up awards in the
66% second half, competition, timely financial closure,
and execution of projects, especially by mid-sized
players, will be among key monitorables.
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Large players

10-15 3-5%

Mid-sized players
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Note: % based on km; large players: revenue >Rs 1,500 crore; mid-sized
players: revenue <Rs 1,500 crore
Source: NHAI, CRISIL Research
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About CRISIL Market Intelligence & Analytics

CRISIL Market Intelligence & Analytics, a division of CRISIL, provides independent research, consulting, risk solutions, and data &
analytics. Our informed insights and opinions on the economy, industry, capital markets and companies drive impactful decisions for
clients across diverse sectors and geographies.

Our strong benchmarking capabilities, granular grasp of sectors, proprietary analytical frameworks and risk management solutions
backed by deep understanding of technology integration, make us the partner of choice for public & private organisations, multi-
lateral agencies, investors and governments for over three decades.

About CRISIL Limited

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of
innovation, and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses
that operate from India, the US, the UK, Argentina, Poland, China, Hong Kong, UAE and Singapore.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and data to
the capital and commodity markets worldwide.

For more information, visit www.crisil.com
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CRISIL respects your privacy. We may use your personal information, such as your name, location, contact number and email id
to fulfil your request, service your account and to provide you with additional information from CRISIL. For further information on
CRISILs privacy policy please visit www.crisil.com/privacy.
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