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1. Global macroeconomic assessment

Global GDP outlook

Global GDP is estimated to grow 2.8% in calendar year 2025 and 3.0% in
2026 amid moderating inflation and steady growth in key economies

As per the April 2025 update of the International Monetary Fund (IMF), global gross domestic product (GDP) is
projected to grow at 2.8% in calendar year 2025 and 3.0% in 2026. The growth is expected to be propelled by the
emerging and developing economies, with regional differences on account of global economic tensions.

The economy showed signs of stabilisation through much of 2024 after a prolonged and challenging period of
unprecedented shocks. Inflation declined gradually from multidecade highs towards central bank targets and labour
markets normalised, with unemployment and vacancy rates returning to pre-pandemic levels. Overall, growth has
hovered around 3% in the past few years.

The escalation in trade tensions and policy uncertainty are, however, expected to have a significant impact on
global economic activity.

Global GDP trend and outlook (CY18-26P, $ trillion)
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Note: E: Estimated, P: Projection
Source: IMF economic database, Crisil Intelligence

Emerging economies to drive global per capita growth

The global per capita expected to grow at a CAGR of 4.0% between CY2025 and CY2030 higher than CAGR of 2.6%
between CY2010 and CY2024 in turn leading to overall GDP growth. Going ahead, the global per capita growth, is
major driven by emerging markets and developing economies which are expected to see per capita growth of 5.2%
during the aforementioned period. Among emerging markets and developing economies, major economies such as
China, India, Brazil and Russia are expected to grow at a CAGR of 6.3%, 9.2%, 4.4% and 3.1% respectively.
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GDP per capita, current prices ($)

Current prices ($)
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Economic group 2010-24 (%) CAGR 2025-30P (%) CAGR
Advanced economies 2.4% 3.6%
Emerging market and developing economies 3.8% 5.2%
World 2.6% 4.0%

Notes: E — estimated, P — projected
Source: IMF, Crisil Intelligence

India among fastest-growing major economies

India became the fourth largest in the world in fiscal 2025 as per IMF April 2025 estimates and has grown at a faster
growth rate compared to top key economies. Additionally, India’s expanding economy along with growing per capita
income, could positively impact the consumer purchasing power, which in turn will influence the demand for
discretionary spends like entertainment, leisure, tourism, etc.

United States: For the United States, growth is projected to decrease in 2025 to 1.8%, 1% lower than the rate for
2024 as a result of greater policy uncertainty, trade tensions, and a softer demand outlook, given slower-than-
anticipated consumption growth. Tariffs are also expected to weigh on growth in 2026, which is projected at 1.7%
amid moderate private consumption.

Euro area: The euro area is expected to grow at a slightly slower pace of 0.8% in 2025, before picking up at 1.2% in
2026. Rising uncertainty and tariffs are expected to be the key drivers of subdued growth in 2025, whereas stronger
consumption on the back of rising real wages and a projected fiscal easing in Germany are expected to support the
uptick in 2026.

For advanced economies, growth under the reference forecast is projected to drop from an estimated 1.8% in 2024

to 1.4 percent in 2025 and 1.5 percent in 2026. The forecasts for 2025 include significant downward revisions for
Canada, Japan, the United Kingdom, and the United States and an upward revision for Spain.

Emerging market and developing economies: For emerging market and developing economies, growth is
projected to drop to 3.7% in 2025 and 3.9% in 2026, following an estimated 4.3% in 2024.
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th?:; gg)DP dioutilliannualiipercent 2020 | 2021 = 2022 | 2023 | 2024 = 2025 @ 2026P
Advanced economies 1.9 -4.0 6.0 2.9 1.7 1.8 14 1.5
Canada i 19 50 || 60 4.2 15 15 14 16
China. 6.1 2.3 8.6 3.1 54 50 40 40
ng‘?;‘igs Magkat and  developing J 3.7 1.7 7.0 4.1 47 43 07 3.9
Euroarea 16 5.0 6.3 3.5 0.4 0.9 0.8 1.2
India* 3.9 58 9.7 76 92 | 65 | 65 | 63
 United Kingdom 16 103 86 4.8 0.4 1.1 1.4 1.4
United States 26 29 61 | 25 2.9 2.8 18 1.7
World 2.9 27 6.6 36 35 3.3 2.8 3.0

Notes: P- projected

* Historical numbers for India are for financial year from April to March (2020 is FY21 and so on) and as per MoSP!.

**2025 Projection is as per the Crisil forecast for FY26, 2026 projection is as per IMF
Source: IMF economic database, MoSPI, Crisil Intelligence

Global inflation to subside in the medium term

As per the IMF, global headline inflation is expected to decline from an estimated 5.7% in CY2024 (annual average)
to 4.3% in CY2025 and 3.6% in CY2026. In advanced economies, the decrease in CY2025 is expected to be of 10
basis points to 2.5%. In emerging market and developing economies, the decrease in CY2025 is expected to be

sharper at 2

20 basis points to 5.5%

Trend and outlook on consumer prices
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Qualitative overview of key drivers impacting global economy

Global population expected to reach 8.5 billion by CY2030

Owning to improved life expectancy and increased penetration, world population have increased at steady 1.2%
CAGR from 2010 to 2023 to reach 8.1 billion in the year 2022. In 2020, the growth rate of the global population fell
under 1 per cent per year for the first time since 1950. The latest projections by the United Nations suggest that the
world’s population could grow to around 8.5 billion in 2030 and 9.6 billion in 2050.

Global population review and outiook

Population (in billions)
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Note: P: Projected
Source: UN Department of Economic and Sacial Affairs, World Population Prospects 2024, Crisil Intelligence

Investments in emerging and developed economies to lead the overall FDI
growth

In 2024, global foreign direct investment (FDI) flows reached an estimated $1.5 trillion, a 4% increase from 2023. The
number of greenfield project announcements increased, but the total value declined by 5%, showing a cautious
approach by investors. International project finance activity slowed, with the number of deals falling 27%, affected by
tighter financing conditions and changes in interest rate expectations. Cross-border mergers and acquisitions
increased by 14% in value, reflecting some improvement in deal-making activity.

FDI to developing countries as a whole remained steady at $867 billion, accounting for 57% of global FDI, despite
challenges posed by limited financing options and increasing geopoliticai tensions. The largest recipient region,
Developing Asia, experienced a modest 3% decline, with several major economies maintaining strong inflows,
compensating the decline in China. Overall, the emerging market and developing economies region remained an
attractive destination for investment, with stable numbers of new project announcements. Moreover, the ongoing
diversification of supply chains due to geopolitical conflicts and a concentrated base in certain countries has led
companies to explore alternative investment opportunities in emerging economies. As a result, these economies are
now receiving increased investments, with FDI as a percentage of GDP standing at approximately 31.5% for emerging
and developing economies, compared to 26.1% for the world overall in 2024. Overall, the growth in FDI in emerging
and developing economies is a positive trend that is expected to continue, contributing to the global economy's overall



growth and development.
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Source: International Monetary Fund - World Economic Qutlook Database, April 2025, Crisil Intelligence

Lack of electricity access in key economies to drive investments in power

distribution and transmission

As per International Energy Agency (IEA), world energy outlook 2024, giobally there are around 750 million people
without access to electricity, predominantly in Sub-Saharan Africa which constitute around 80% of the giobal
population without access, displaying the critical need for electrical infrastructure in Africa. Approximately 250 million
people, or about one-third of those without electricity, reside in countries that have introduced new policies and
programs aimed at improving access. Notably, six countries that previously had limited plans for expansion have now
initiated efforts to address their significant electricity gaps, with new international funding commitments helping to
focus attention on these areas. This lack of access to electricity has influenced public and private investments in the

doploymont of now tranemicecion and diotribution notworl aoreoo tho rogion.
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2. Macroeconomic overview of India

Review of India’s real GDP growth.
India GDP logged 6.1% CAGR between FY12 and FY25

India’'s GDP grew at 6.1% compounded annual growth rate (CAGR) between FY12 and FY25 to Rs. 188 trillion in
FY25 from Rs. 87 trillion in FY12. During this period, the surge in the non-agricultural economy has driven growth.
The government'’s investment push, along with easing input cost pressures for industry, has also played a major
role in shoring up growth. However, services have been slowing owing to waning pent-up demand (post the
pandemic), with the exception of financial, real estate and professional services, which have powered ahead on the
back of a robust growth in banking and real estate sectors.

Additionally, according to Provisional Estimates (PE) of FY25, India's GDP is projected to have grown at 6.5% in
FY25, a moderation from the 9.2% growth recorded in FY24. Despite this deacceleration, growth remains close to
the pre-pandemic decadal average of 6.6 % between FY11- 20, enabling India to retain its position as the fastest
growing major economy.

Moving forward, Crisil projects GDP growth to remain steady at 6.5% in FY26, despite potential headwinds arising
from geopolitical developments and global trade uncertainties, including tariff actions by the United States. Factors
expected to support growth includes easing food inflation, tax incentives announced in the Union Budget 2025-26,
and lower borrowing cost, all of which are expected to boost discretionary consumption. However, India's Current
Account Deficit (CAD) is projected to widen slightly in FY26, driven by challenges in exports amid subdued global
demand and trade tensions. Nonetheless, a strong service trade surplus and continued growth in remittances are
expected to mitigate the extent of the widening CAD.In the medium term (fiscals 2025-2031), Crisil expects India’s
GDP to grow 6.7% per year, with capital investments playing a dominant role and a bigger push from efficiency
gains.

India real GDP growth at constant prices (new series)

(In Rs trillion) (In %)
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Note: FE: Final Estimates, FRE: First Revised Estimates, PE: Provisional Estimates, P: Projected

These values are reported by the government under various stages of estimates

Only actuals and estimates of GDP are provided in the bar graph

Source: Provisional Estimates of annual GDP for 2024-25, Ministry of Statistics and Program Implementation (MoSPI), Crisil Intelligence
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India’s economy to grow 6.5% in fiscal 2026, pace to sustain till fiscal 2031

Crisil expects India’s GDP to grow at 6.5% this fiscal, same as estimated for fiscal 2025, driven by a relatively
balanced set of domestic drivers. However, the ongoing & trade-related uncertainties pose some downside risks the
forecast. India’s economic growth rate is normalising towards its medium-term trend and, in fiscal 2026, will be
supported by factors such as lower food inflation, lower borrowing costs & higher disposable income of the middle
class.

Over fiscal 2025 to 2031, Crisil expects the pace of GDP growth to sustain, averaging 6.7%, thereby making india
the third-largest economy in the world.

A large part of this growth will be because of capital investments. Within this space, the share of private sector in
capital investments is expected to increase as the government continues to focus on fiscal consolidation. The
manufacturing and service sectors are expected to grow at 9.0% and 6.8% CAGR, respectively, over the period,
with the service sector remaining the dominant growth driver, thereby contributing to ~55.0% share in GDP by fiscal
2031 vs. ~20.0% share in the case of the manufacturing sector.

That said, the manufacturing sector is expected to grow at a faster pace between fiscals 2025-2031 vs. years
between fiscal 2011 and 2020. Over the next seven years, as global growth is expected to be relatively tepid and
the trade environment restrictive, domestic demand will play an important role in supporting the growth of the
manufacturing sector.

India’s GVA has grown by 6.4% in constant terms during fiscal 2025

Gross value added (GVA) at constant prices grew 6.4% in fiscal 2025, compared with 8.6% growth in fiscal 2024. In
absolute terms, constant GVA was valued at Rs 171.9 trillion in fiscal 2025, up from Rs 161.5 trillion in fiscal 2024.
Overall, GVA has registered a CAGR of 6.0% between fiscal 2012 and fiscal 2025. Within GVA, i) financial, real
estate & professional services, ii) trade, hotels, transport, communication & services related to broadcasting and iii)
manufacturing are the top three contributors to the overall GVA in fiscal 2025(PE) with the share of 23.8%, 18.5%
and 17.2% respectively.

GVA at constant prices (Rs. trillion)

Rs trillion
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Note: FRE: First Revised Estimates, FE: Final Estimates, PE: Provisional Estimates
The value represented in boxes in the above bar graph indicates the overall GVA for the corresponding period

Source: MoSPI, Crisil Intelligence

Construction sector’s share in overall GVA estimated to have risen further in
fiscal 2025

Construction GVA is a critical indicator of economic activity since it represents the value generated by the
construction sector, which includes activities related to building infrastructure, real estate and other construction

projects.

In India, construction GVA increased to Rs 15.7 trillion in fiscal 2025PE from Rs 7.8 trillion in fiscal 2012, which was
5.6% CAGR. Several factors contributed to the growth, including economic expansion, the government's
commitment to infrastructure development, particularly roads, railways and energy projects, and increase in foreign
direct investment, which boosted private sector investment. Furthermore, increasing demand for affordable housing,
driven by rising urbanisation and an expanding middle-class population, has also played a significant role in
elevating construction GVA. However, in fiscal 2021, the country’s GVA was under pressure amid challenges
heaped by the pandemic. In fiscal 2022, though, the share of construction GVA in the overall GVA rebounded to
8.6%, increasing further to 8.8% in fiscal 2023. As per the revised estimates for fiscal 2024, construction GVA was
Rs 14.4 trillion, thereby contributing to 8.9% in overall GVA.

Construction GVA (constant prices)
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Source: MoSPI, Crisil Intelligence

Electricity, gas, water supply and other utility services occupied a share of
2.4% in overall GVA at constant prices during fiscal 2025

The contribution of electricity, gas, water supply and other utility services in india in the overall GVA of the country
range between 2-3% during fiscal 2012 and fiscal 2025. Over the years, on back of strong government support
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through various initiatives such as Pradhan Mantri Sahaj Bijli Har Ghar Yojana — Saubhagya, Deendayal Upadhyaya
Gram Jyoti Yojana (DDUGJY) coupled with increased on renewable energy, GVA of the industry (in absolute terms)
at constant prices grew to Rs 4.1 trillion in fiscal 2025, on a base of Rs 1.9 trillion in fiscal 2012, thereby registering a
CAGR of 6.1%.

Electricity, gas, water supply and other utility services GVA (constant prices)

Rs trillion | FY12-25PE (CAGR):6.1% |
| FY21-25PE (CAGR) : 8.9% |
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Note: FRE: First Revised Estimates, FE: Final Estimates, PE: Provisional Estimates
Source: Ministry of Statistics and Programme implementation, Crisil Intelligence

Fundamental growth drivers of GDP

India is the largest economy in terms of population

India’s population is estimated ta have grawn ta ~1 4 hillion in calendar year 2023, Accnrding ta Warld Poptilation
Prospects 2024, compared with 1.1 billion in calendar year 2000, clocking an ~1.3% CAGR.

India’s urban population has also been increasing over the years. The trend is expected to continue as economic
growth increases. The country’s urban population is projected to reach nearly 40% of the total population by
calendar year 2030 from 36% in calendar year 2023, according to a UN report on urbanisation, as people from rural
areas move to cities for better job opportunities, education and quality of life. Typically, migration can be of the
entire family or a few individuals (generally an earning member or students).

Furthermore, the proportion of population aged 25-49 years as a percentage of total population stood at 37% in
calendar year 2023 and is projected to increase to ~38% in calendar year 2030, indicating a strong potential for
disposable income. Additionally, the young population aged below 25 years is projected to be 39% of the total
population by calendar year 2030, contributing to economic growth.
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India’s population trajectory Indian population by age group
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Source: World Urbanization Prospects: The 2018 Revision United Nations Deparntment of Economic and Social Affairs, World Population

Prospects 2024, Crisil Intelligence

India has the largest young population globally with 1.2bn (~80% of
population) people below 49 years of age (as of CY2023)

As per United Nations, World Population Prospects 2024 estimates, as of CY2024, India has the largest estimated
population of Gen Alpha (0-14 years), Gen Z (15-29 years), Millennial (30-44 years) in the world.

Age-wise population break-up (%)

India Brazil China  Russian USA India Russian China
Federation Federation
®0-14 years =15-24 years ®25-49 years ®50-69 years = 70+ u()-14 years m 15-24 years ®25-49 years ® 50-69 years » 70+

Note: P - Projected

Source: United Nations, Department of Economic and Social Affairs, Population Division (2024); World Population Prospects 2024, Crisil
intelligence



Crisil
Intelligence

Decline in poverty levels indicates rise in middle- and high-income group in
India

The proportion of poor in India (defined as those living on Rs 125,000 per annum or less) declined from 15.71% in
fiscal 2016 to 13.84% in fiscal 2021. Conversely, the proportion of those in the middle- and high-income groups
increased from 84.29% to 86.16%. By fiscal 2031, this share is expected to reach 94.84%, supported by growth in
per capita income.

Income-based split of the population

% share

100% -
75% A
50% A

25% -
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Fy21 FY31P

B[ owincome = Middle income  ®High income

P: Projected

Note: Low-income group comprises those earning less than Rs 125,000 per annum; middle-income group comprises those
earing between Rs 125,000 and Rs 3 million per annum, and high-income group comprises those eaming more than Rs 3
million per annum; percent figures are rounded off

Source: People Research on India’s Consumer Economy (ICE) 360° survey, Crisil intelligence

Per capita net national income of India further improved in FY25

India’s per capita income, a broad indicator of living standards, rose from INR 63,462 in FY12 to INR 114,710 in
FY25, logging 4.8% CAGR. Growth was led by better job opportunities, propped up by overall GDP growth.
Moreover, population growth remained stable at ~1% CAGR.

Per capita net national income at constant prices
' | FY24 | FY25

| ]
F Y22 |FY23FE
Y2t _l 7 FRE PE

! FY12 ‘ FY13 : FY14 ‘ FY15 | FY16 | FY17 ‘ FY18 ‘ FY19 ‘ FY20

| |
| | |

Per- | :

,‘fm’l‘ta 63,462 65,538 68,572 72,805 77,659 83,003 87,586 92,133 94,420 86,034 94,054 100,163 108,786 114,710

(INR)

Y-0-Y
growth 33% 46% 62% 67% 69% 55% 52% 25% -89% 93% 6.5% 8.6% 5.4%
(%)
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FE: Final Estimates, FRE: First Revised Estimates, PE: Provisional Estimates
Source: Provisional Estimates of annual GDP for 2024-25, MoSPI, Crisil Intelligence

GFCF has seen growth led by government focus on infrastructure spending

Gross fixed capital formation (GFCF) the indicator for fixed investments done by both government and private sector,
has seen a rise from Rs 30.0 trillion in fiscal 2012 to Rs 63.3 trillion in fiscal 2025 (as per Provisional estimates)
growing at a CAGR of 5.9%. Further, over the years, in terms of the share to the total GFCF (at constant prices), the
highest contributor is non-financial corporations followed by household sector.

Overview of GFCF and share in GDP - at constant prices

CAGR
FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 AL 1A A FY12-
| FE = FRE PE
FY25
GFCF
(Rs 300 315 319 328 349 379 408 454 459 427 50.1 544 592 633 59%
trillion)
Share of

GFCF in 343% 34.1% 326% 31.1% 30.7% 30.8% 31.1% 32.4% 31.6% 31.2% 33.4% 336% 33.5% 33.7%
GDP

FE: Final Estimates, FRE: First Revised Estimates, PE: Provisional Estimates
Source: Provisional Estimates of annual GDP for 2024-25, MoSPI, Crisil Intelligence

Review of WPI Inflation in India

Wholesale Price Index (WPI)-linked inflation eased further to a 14-month low of 0.4% in May from 0.9% in April, led
by deflation in the food and non-food categories. Deflation rate in the food category (excluding manufactured foods)
deepened to -1.6% from -0.9% in April because of a steeper decline in the prices of vegetables (-21.6% vs -18.3%)
and pulses (-10.4% vs -5.6%). Inflation in cereals eased to 2.6% from 3.8%. Inflation in manufactured products
decelerated for the second consecutive month (2.0% vs 2.6%). It softened in basic metals (-3.1% vs -0.6%),
manufactured food (8.4% vs 9.5%), machinery and equipment (0.8% vs 1.2%), automobiles (0.5% vs 0.7%) and
chemicals (1.0% vs 1.3%).

Overview of WPI inflation

Y-0-Y{%) monthly
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Source: NSO, Ministry of Industry and Commerce Crisil Intelligence
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FDI inflows in Indian construction Industry

The Indian construction industry is a pivotal sector contributing significantly to the nation's economic growth,
accounting for 9.1% of total GVA as of fiscal 2025. It includes residential, commercial, industrial, and infrastructure
projects, and has seen a steady rise with construction GVA growing at 5.6% CAGR from fiscal 2012 to 2025, driven
by rapid urbanization, government initiatives, and increased investments.

In 1990, India, with assistance from the World Bank and International Monetary Fund (IMF), initiated reforms to
address a balance-of-payments crisis, opening its doors to foreign direct investments (FDI) and establishing the
Foreign Investment Promotion Board (FIPB) to facilitate FDI. Although the FIPB was disbanded in 2017, individual
departments now approve FDI proposals with the Department of Industrial Policy and Promotion (DIPP), positioning
India as a key FDI destination.

In India, FDI can be done through the automatic route, not requiring government approval, or the government route,
which requires prior approval. The construction sector attracts 100% FDI investments through automatic routes. The
sector has seen highest FDI investment of Rs 613.6 billion in fiscal 2021, majorly driven by the rise of FDI investments
in warehousing. In fiscal 2025, the Indian construction industry saw an FDI inflow of Rs 234.7 biltion.

Trend of FDI inflows in Indian construction industry

Rs billion
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Note: The values mentioned above encompass Foreign Direct Investment (FDI) inflows within both India’s construction and
infrastructure sectors, as detailed under Construction (Infrastructure) activities and Construction development categories as
published by DPIIT

Source: Department for Promotion of Industry and Internal Trade (DPIIT), Crisil Intelligence

Overview of National infrastructure pipeline

In fiscal 2019, Government of India has launched the National Infrastructure Pipeline (NIP) for fiscal 2020 ~ 2025,
with an aim to improve India’s infrastructure and attract investments across various sectors. To draw up NIP,
economic and social infrastructure projects worth more than Rs 1,000 million per project under construction,
proposed greenfield projects, brownfield projects and those in conceptualisation stage were considered. These
pipelines of projects are implemented by all the states and union territories of India and 22 infrastructure ministries
under Government of india.

With various projects across sectors the NIP aims to create various employment opportunities while enhancing the
standard of living. It also aims to increase investments in the projects by improving investors’ confidence through
better project preparation, reducing aggressive bids/failure in project delivery and ensuring enhanced access to
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sources of finance.

Initially, the NIP started with 6,835 projects. By April 2025, this number has increased to 13,108 projects across 32
different sectors. Out of these, 1,077 projects are currently under development, showing progress in India's
infrastructure development efforts. The total investment target under NIP during the period, has been revised from
Rs 111 trillion to Rs 147 frillion.

Despite a slowdown in the global economy, emerging economies like India continue to prioritize infrastructure
development, with a focus on essential services such as roads, railways, power, water supply, and sanitation, which
account for approximately 70% of the NIP.

These sectors are less affected by economic fluctuations and are supported by long-term budget allocations,
providing a stable source of opportunities for EPC companies. Currently, around 62% of NIP projécts are being
implemented through the EPC model, presenting significant opportunities for EPC companies operating in these

areas

Transport, power, and water projects occupy major share under planned NIP spending of planned Rs 147
trillion
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Note: Values are rounded-off to closest whole number

*Rail also includes investments under Mass Rapid Transit System (MRTS)

~Others include Others include irrigation, rural infra, ports, airports, healith, petroleum, natural gas, education, etc
Source: India Investment Grid (/IG), Crisil Intelligence

Half of the NIP projects (value terms) are under implementation
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Transport sector occupies the highest share among the total EPC contracts
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3.Overview of EPC industry in India

Qualitative overview of structure of EPC Market

Over the years, the infrastructure business has seen various contracting methods evolve. Traditional contracting
models have been replaced by new approaches as projects have grown more complex. Gradually, the responsibility
for project management has moved from the owner or developer to the contractor.

This shift is evident in the move from owner-managed projects to Engineering, Procurement, and Construction
(EPC) contracts. In EPC contracts, the contractor assumes the risks of time and cost overruns, along with the
responsibilities for design, material procurement, and construction. These contracts also shield the owner/developer

from currency and interest rate fluctuations.

Unlike other contracts where procurement and design are separate processes, EPC contracts integrate them,
reducing the overall project duration. Contract which requires heavy financial and technically requirement generally
divided into smaller EPC projects.

EPC Model

& PE Cammractor

I | |

Specialised process sl : i
engineering Vendor Contractars Site service

Source: Crisil Intelligence

A typical EPC project covers design, civil works, equipment purchase and installation, and commissioning. Most of
the EPC players provide integrated and customised solutions as per the client requirements through a consultative
approach. Favourable government initiatives, increased infrastructure development in sectors such as roads,
power, railways, irrigation etc have provided impetus to EPC contracts.

Overview of key client types in Indian EPC industry

In the Indian Engineering, Procurement, and Construction (EPC) industry, clients can be broadly categorized based
on their sector and specific requirements. Here are some key client types:

1. Public Sector Institutions
These include government bodies and public sector undertakings (PSUs) involved in large-scale infrastructure
projects.

Ministries and Government Departments: Various ministries such as the Ministry of Road Transport and
Highways, Ministry of Power, and Ministry of Railways oversee significant infrastructure development.
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Public Sector Undertakings (PSUs): Organizations like Oil and Natural Gas Corporation (ONGC), National
Thermal Power Corporation (NTPC), and Indian Railways act as major clients for EPC contractors.

2. Private Sector Clients

Private companies across various industries also play a substantial role in the EPC industry.

Industrial Sector: Companies in sectors such as oil and gas, power, petrochemicals, and manufacturing frequently
require EPC services for setting up plants and facilities.

Real Estate and Commercial: Real estate developers and commercial establishments often engage EPC
contractors for large-scale construction projects.

3. International Clients

Foreign companies and multinational corporations looking to establish or expand their presence in India often
require EPC services.

Multinational Corporations: Global players in industries such as energy, automotive, and chemicals may engage
Indian EPC firms for their projects in India.

Development Agencies: International development agencies and financial institutions like the World Bank and
Asian Development Bank often fund infrastructure projects, requiring EPC services for execution

Overview of key regulatory factors impacting the industry

The EPC market in India is subject to a range of regulatory influences that piay a crucial role in ensuring the
efficiency, safety, and longevity of projects in sectors like infrastructure, energy, and industrial development. The
regulatory framework governing the EPC market in India is designed to address various aspects such as
environmental impact, labour standards, project financing, and compliance with industry-specific guidelines.

e Environmental Clearances: Projects frequently need to obtain environmental clearances from the Ministry of
Environment, Forest and Climate Change (MoEFCC) to guarantee that they adhere to environmental
regulations. These clearances are essential to ensure that the projects do not have a negative impact on the
environment and follow the necessary standards set by the ministry.

s Pollution Control: It is essential for EPC projects, particularly those in the industrial and infrastructure sectors,
to adhere to the Air (Prevention and Control of Pollution) Act, 1981, and the Water (Prevention and Control of
Pollution) Act, 1974. Compliance with these environmental regulations is mandatory to ensure that the projects
do not have a negative impact on the air and water quality in the surrounding areas.

o Environmental Impact Assessment (EIA): Certain categories of projects are required to undergo
Environmentai Impact Assessment (EIA) to evaluate and address potential environmental impacts. This
process is crucial for identifying any adverse effects on the environment and proposing appropriate measures
to mitigate these impacts. EIA plays a significant role in ensuring that development projects are carried out in a
sustainahle aAnd envirnnmentally respnnsihle manner, nitimately rnantribiiting tn the pratertinn and preservation
of the natural environment.

o Land Acquisition Act: The Land Acquisition Act of 2013, also known as The Right to Fair Compensation and
Transparency in Land Acquisition, Rehabilitation, and Resettlement Act, is responsible for overseeing the
procedures involved in acquiring land, with a focus on providing fair compensation and proper rehabilitation for
families impacted by the acquisition.

¢ Labour Laws: Compliance with labour regulations, such as the Occupational Safety, Health, and Working
Conditions Code of 2020, is crucial to guarantee the well-being and safety of workers at construction sites.
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e Contract Law: The Indian Contract Act of 1872 holds jurisdiction over the creation and implementation of
contracts, which are essential for EPC (Engineering, Procurement, and Construction) agreements. This
legislation outlines the legal framework for entering into agreements, ensuring that parties involved adhere to
the terms and conditions set forth in the contract. The Act also provides guidelines for the enforcement of
contracts, offering protection to parties in case of breaches or disputes. Understanding the provisions of this law
is crucial for businesses and individuals engaging in contractual agreements within India.

« Arbitration and Conciliation: The Arbitration and Conciliation Act of 1996 establishes a structure for resolving
disputes, a process that is frequently utilized in EPC projects,

¢ Project Financing: The funding of major EPC projects, such as infrastructure and energy projects, is overseen
by regulations set forth by the Reserve Bank of India (RBI) and other financial authorities in India. These
regulations play a crucial role in ensuring that project financing is conducted in a transparent and compliant
manner, safeguarding the interests of all stakeholders involved. By adhering to the guidelines established by
the RBI and other financial authorities, project sponsors and investors can navigate the complexities of
financing large-scale projects.

Overview of key factors influencing EPC player selection

f

Past experience < + Size of the projects handled and that are sucessfully running

Financial networth and I ; ot 1 : ] b, T
credit rating = Typically "x" times the cost of the project. Higher the credit rating the better

Workmanship and I - : . ;
completion time Demostrated performance with respect to quality of the project

Usage of modern
techniques and design < *This aids in hasle free and on-time completion of projects
innovation

Bankability of EPC

SR < *Risk sharing, insurances, warrantes, guarenties etc

Source: Crisil Intelligence

Further in India, in general, a single stage two part system (referred to as the "Bidding Process") is used for
selection of the EPC contractor in order to award the project. It includes technical evaluation and financial
evaluation

1. Technical qualification: in this the eligibility and qualification criteria are evaluated based on years of
experience and expertise of the contractor in the said industry in which EPC project is being executed, domiciie of
the executing contractor, availability of resources with the contractor and capabilities of such resources among
others
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2. Financial qualification: In this the average annual turnover of the EPC contractor over the past 3 financial years
is considered which needs to be above the said criteria mentioned along with this the EPC contractor should have a
minimum net worth (set forth in bid document) as per his financials. Further, in some cases a minimum amount of
working capital as per its latest financials is also considered. In addition, the contractor is also asked to furbish
financials statements for the necessary financial years.

Post this the EPC contractor with lowest bid value called the “L1 bidder” is selected to whom the contract is
awarded. Further, in some of the bidding processes a weighted average of qualification criteria (technical and
financial) and bid value is considered while awarding the contract.

Overall investments across sectors in India

Investments to grow by 1.3-1.4 times between fiscals 2026-30 compared to
fiscals 2019-25

Growth in sector is expected to be propelled by the infrastructure segment over the medium to long term as the
building construction and industrial sectors are expected to record sedate growth rates.

Over the long term, Crisil Intelligence projects the overall investments to rise by 1.2-1.3 times between fiscals 2026-
30 compared with those over fiscals 2019-25.

The share of infrastructure projects is expected to increase to 66.5-68.5% of the overall investments for the fiscals
2026-30 as against 63% in from fiscal 2019-25, as infrastructure investments are expected to see faster growth
than the other two segments (building construction and industrial) due to the Government's focus on Infrastructure
under the National Infrastructure Pipeline (NIP), National Monetisation Pipeline (NMP) and the Gati Shakti initiative.
The Central government's focus on roads, urban infrastructure and railways will boost infrastructure investments. At
an investment level, investments in the infrastructure sector are expected to be 1.4-1.5x during fiscals 2026-30
compared to fiscals 2019-25.

Industrials segment investments are expected to increase by 1.1 times between fiscals 2026-30 compared with
fiscals 2019-25. Investments in the sector are driven by the investments in oil and gas segments led by capital
expansion plans by industry players as well as investments by upstream oil & gas and downstream natural gas
players. Further to this, investments through PLI scheme in major capital intensive sectors such as auto and auto
components, textiles and specialty steel are expected to aid the growth in investments.

Investments in building construction are expected to increase by 1.2-1.3 times, though its share is expected to fall
to 16-18% between fiscals 2026-30 compared with a share of 20% between fiscals 2019-25. This growth is majorly
driven by rise of investments in residential segment during the period.
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Overall investments across sectors
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Regulatory and safety challenges: The EPC industry in India is heavily regulated, with companies required to
comply with various laws, regulations, and standards related to safety, construction, and environmental protection.
These regulations are subject to change, and any modifications could result in increased compliance costs, delays in
project execution, or changes to project scope and design impacting players operations and financial performance.

Further, changes to safety standards or building codes may require investments in new equipment, training, or
processes, leading to increased costs, project delays, or design changes. Non-compliance or delays in adopting new
standards can resuit in fines, penalties, or reputational damage, in turn affecting projects execution.

Also, adapting to these new changes in a timely manner can also be challenging, particularly for large or ongoing
projects. Failure to comply with new regulations or delays in doing so affect project timelines or finances, ultimately
impacting the cash flow, profitability, and overall business performance of the company.

Environmental concerns and challenges: EPC projects typically have a significant environmental impact due to
high energy consumption and waste generation during construction and infrastructure development. This has led to
increased regulatory scrutiny, with stricter laws and policies aimed at reducing environmental harm and promoting
sustainahility. As a result, companies may face higher costs to comply with environmental regulatiens, including waste
management, emission control, and energy efficiency measures.

Additionally, potential changes to regulations, such as stricter emissions standards or waste disposal protocols, may
require significant investments in cleaner technologies or modifications to ensure compliance.
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SWOT analysis of Indian EPC industry

)

(Strength)

(Opportunities)

Growing Economy: India’s economic growth supports infrastructure development and
construction activities.

Government Initiatives: Programs like Sagar mala, Bharat mala, development of metros,
Jal Jeevan mission and significant investments in infrastructure projects boost the EPC
sector.

Abundant Labor Supply: India has a large pool of skilled [aborers, including masons,
carpenters, and engineers, who are readily available for construction projects.

Low-cost labour: Labor costs in India are relatively low compared to other countries,
making it an attractive destination for construction projects.

Growing Domestic Market: Growth in major sectors such as automobile, residential,
commercial real estate, couple with population growth.

Environmental concerns: EPC projects typically have a significant environmental impact
due to high energy consumption and waste generation during construction and infrastructure
development. This has led to increased regulatory scrutiny, with stricter laws and policies
aimed at reducing environmental harm and promoting sustainability. As a resuit, companies
may face higher costs to comply with environmental regulations, including waste
management, emission control, and energy efficiency measures.

Additionally, potential changes to regulations, such as stricter emissions standards or waste
disposal protocols, may require significant investments in cleaner technologies or
modifications to ensure compliance.

High Capital investments: The EPC industry in India requires substantial upfront capital.
This coupled with high borrowing costs can limit the capacity for construction in the EPC

industry.

Input related risk: Rise in raw material costs would impact the profitability of the
companies. However, presence of cost escalation clause in contract would aid in protecting
the contractor

Working capital management: delay in payment from government agencies and security
and retention money stretch working capital resulting in high interest costs.

Urbanization: Rapid urbanization offers significant opportunities for residential, commercial,
and infrastructure projects.

Renewable energy projects: The global shift towards sustainable energy sources is
creating new demand for EPC services in renewable energy sectors such as wind, solar and
hydroelectric power. This opens a vast opportunity for EPC firms.

Rural Development: Government focus on rural infrastructure development creates
opportunities in new geographic areas.

Economic Slowdown: Any downturn in the economy can significantly affect the
infrastructure sector.

Regulatory challenges:The EPC industry in India is heavily regulated, with companies
required to comply with various laws, regulations, and standards related to safety,
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construction, and environmental protection. These regulations are subject to change, and
any modifications could result in increased compliance costs, delays in project execution, or
changes to project scope and design impacting players operations and financial
performance.

Further, changes to safety standards or building codes may require investments in new
equipment, training, or processes, leading to increased costs, project delays, or design
changes. Non-compliance or delays in adopting new standards can result in fines, penalties,
or reputational damage, in turn affecting projects execution. Also, adapting to these new
changes in a timely manner can also be challenging, particularly for large or ongoing
projects. Failure to comply with new regulations or delays in doing so affect project timelines
or finances, ultimately impacting the cash flow, profitability, and overall business
performance of the company.

Advancement in technology: EPC players should be abreast with latest technologies in
order to optimise project management and improve execution efficiency. However, this
requires capital investments towards skill development. Lack of such investments would it
make it diificult for players to obtain projects.

Competitive Pressure: The EPC industry is highly competitive with many firms vying for
same projects. This intense competition can pressure profitability and reduce market share.

Source: Crsil Intelligence

Overview of entry barriers for EPC industry in India

The Engineering, Procurement, and Construction (EPC) industry in India is a vital part of the country's infrastructure
development, encompassing sectors like infrastructure, and industrial projects. However, entering this industry
comes with several barriers:

« High Capital Requirements: The EPC industry demands substantial initial investments for equipment,
technology, and skilled manpower. Smaller firms may find it challenging to secure the necessary funding to
compete with established players.

¢ Regulatory and Compliance Issues: The industry is heavily regulated, requiring companies to comply with
various environmental, safety, and labour regulations. Navigating these regulations can be complex and costly
affair, posing a significant barrier for new entrants.

+ Technical Expertise: Some of the EPC projects often require specialized technical knowledge and expertise of
the industry. Companies must possess a skilled workforce capable of handling complex engineering tasks and
innovative construction techniques. Building such a team is a considerable challenge for newcomers.

+ Project Management Skills: Managing large-scale EPC projects requires robust project management skills to
ensure timely and cost-effective completion. New entrants might lack the experience and processes needed to
manage such projects efficiently.

e Financial Risks and Creditworthiness: EPC projects often involve significant financial risks, including cost
overruns and delays. New entrants must demonstrate strong financial stability and creditworthiness to secure
contracts and financing, which can be challenging without a proven track record.

o Competitive Landscape: The EPC industry in India is highly competitive, with established players having
strong market presence and relationships with key stakeholders. Breaking into this competitive landscape
requires significant marketing efforts and the ability to differentiate from existing competitors.
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Overview of key factors contributing to the final price of EPC

An Engineering, Procurement, and Construction (EPC) contract involves various factors that contribute to the final
price:

* Project Scope and Complexity: The more complex and extensive the project, the higher the cost due to the

need for advanced technology, specialized skills, and detailed planning.

* Design Specifications: Detailed and high-quality designs can increase costs due to the need for precise
materials and engineering standards.

« Material Costs: Prices of raw materials and equipment can fluctuate, significantly impacting the final price. This
includes transportation and storage costs.

o Labor Costs: Skilled labour is essential for EPC projects, and wages can vary based on location, demand, and
project duration.

 Permits and Regulations: Obtaining necessary permits and adhering to local regulations can add to the cost,
particularly if there are delays or additional compliance requirements.

» Risk Management: Provisions for potential risks such as delays, accidents, or unforeseen issues can be
factored into the price as contingencies.