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Desco Infratech

Sector: Civil Construction

= About Desco Infratech

Desco Infratech Limited is a fast-growing Indian infrastructure and EPC (Engineering, Procurement
& Construction) company operating primarily in the power sector. The company specialises in
electrical contracting, erection of transmission lines, construction of substations, and execution of
turnkey power projects for discoms, PSUs, and state electricity boards across India.

Founded with a vision to support India's expanding power infrastructure needs, Desco Infratech has
steadily built a reputation as a reliable and technically capable contractor. The company operates
across multiple Indian states, executing high-voltage transmission projects, underground cabling
works, and rural electrification assignments.

What makes Desco Infratech particularly interesting is its focus on a niche yet high-demand
segment — power infrastructure EPC — at a time when India is aggressively investing in grid
modernisation, renewable energy integration, and last-mile electricity connectivity. With a lean
balance sheet, strong execution track record, and experienced management, Desco Infratech has
quietly become one of the more compelling small-cap infrastructure stories in the Indian equity
market.

@ Official website: Desco Infratech Official Website

#” Expansion Plans

Desco Infratech is positioning itself at the heart of India's power sector transformation, and the
company's expansion roadmap is both ambitious and well-grounded in execution capability. Here's
what the growth trajectory looks like:

* « Geographic Diversification: The company is actively expanding its project footprint beyond
its core operating states into newer geographies including Rajasthan, Uttar Pradesh, and the
northeastern states — all of which have significant government-backed power infrastructure
investment lined up under central schemes.

* « Renewable Energy EPC: Desco Infratech is eyeing opportunities in the solar and wind energy
transmission segment. As India races toward its 500 GW renewable energy target by 2030, the
demand for transmission infrastructure, evacuation lines, and grid connectivity projects is set to
surge — and Desco is actively pre-qualifying for such tenders.

* s Underground Cabling Projects: With urban local bodies and smart city projects mandating
underground power distribution, Desco is building technical expertise in HT/LT underground

cabling — a higher-margin segment compared to conventional overhead lines.

® « Substation Upgrades: The Revamped Distribution Sector Scheme (RDSS) — a %3 lakh crore
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government initiative — is generating massive order flows for substation construction and
upgradation. Desco is actively participating in RDSS-linked tenders across multiple states.

* s« Order Book Strengthening: Management has consistently guided toward maintaining a
healthy order book of 2-3x annual revenue, which provides robust revenue visibility over the
next 18-24 months. The company is targeting larger ticket-size orders as its balance sheet and
track record grow stronger.

* « Workforce & Equipment Expansion: To support scaling operations, Desco is investing in
skilled manpower, specialised EPC equipment, and project management systems — all designed
to improve execution speed and quality on concurrent projects. £

2 Key Positives

* 1 Exceptional Capital Efficiency: With a ROCE of 29.9% and ROE of 25.2%, Desco Infratech is
generating outstanding returns on both total capital and equity. These numbers comfortably beat
sector averages and indicate a highly efficient business model — something value investors
absolutely love to see. @

® 1 Nearly Debt-Free Balance Sheet: A D/E ratio of just 0.21 means Desco is running a lean,
low-leverage business. In a sector where large EPC players often carry heavy debt loads, this
gives Desco a significant competitive advantage in weathering economic downturns and
maintaining margins. &

® [ Attractive Valuation: Trading at a PE of just 8.21x and a PB of 1.9x, the stock appears
significantly undervalued relative to its fundamentals. For a company posting nearly 30% ROCE,
this kind of valuation is a classic value investing signal — the market hasn't fully priced in its
quality yet. sl

® ] Strong Promoter Conviction: Promoters hold 58.31% of the company with zero pledging — a
powerful signal that the people running the business have enormous skin in the game and
confidence in its long-term prospects. No pledging is especially reassuring in small-cap stocks.

(V]

® [ Structural Tailwind from India's Power Sector: India is investing trillions in grid
modernisation, rural electrification, renewable energy integration, and smart metering. Desco
operates right at the intersection of these mega-trends — meaning it has a long runway of
government-backed demand ahead.

® 1 Rising EPS: With an EPS of ¥21.30, Desco is delivering real, tangible earnings to
shareholders. The earnings base is solid, and if the company continues to win larger contracts,
EPS growth could re-rate the stock significantly from current levels. &7

® 1 Niche Domain Expertise: EPC work in high-voltage transmission and substation construction
requires deep technical expertise, regulatory approvals, and skilled manpower — all of which
create natural barriers to entry for smaller competitors.
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A, Key Concerns

® 1, Limited Historical EPS Growth Data: The absence of a clearly published multi-year EPS
growth rate makes it harder to extrapolate future earnings with precision — investors should
track quarterly results carefully.

® 1, Small-Cap Liquidity Risk: As a small-cap stock, Desco Infratech may experience higher bid-

ask spreads and price volatility, especially during broader market corrections.

* 1, Government Dependency: A large portion of revenue comes from government or PSU
contracts, which can be subject to budgetary delays, policy changes, or extended payment cycles
— impacting cash flows. @

¢ .1, Execution Risk on Scale-Up: As the company pursues larger and more geographically spread
projects, maintaining quality, cost discipline, and on-time delivery becomes increasingly
challenging.

@, SWOT Analysis

Desco Infratech presents a compelling SWOT profile for value-oriented investors in 2026. On the
strength side, the company's exceptional ROCE, near-zero pledging, and lean debt structure set it
apart from peers. Its weakness lies in limited earnings growth visibility and small-cap volatility
exposure. The opportunity landscape is rich — India's power infrastructure boom under RDSS, Gati
Shakti, and renewable energy programs could fuel order books for years. The primary threats
include raw material cost inflation, intensifying competition from larger EPC players, and the
inherent risks of government-dependent revenue cycles that can delay cash flows unpredictably. [4l

STRENGTHS
Strong ROCE of 29.9% and ROE of 25.2% reflect excellent capital efficiency

Low debt-to-equity ratio of 0.21 ensures financial stability and resilience
®* Promoter holding at 58.31% with zero pledging signals high management conviction

® Attractive PE of 8.21 suggests the stock is trading at a significant discount to peers

Al)

® EPS growth rate data not publicly available, making future earnings projections uncertain
® Small-cap status limits institutional coverage and may cause higher price volatility

® Revenue concentration in government/PSU power sector creates dependency risk

#° OPPORTUNITIES

® India's massive power infrastructure expansion under PM Gati Shakti and RDSS schemes
®* Growing demand for transmission and distribution upgrades across rural and urban India

® Potential to scale into renewable energy EPC projects as India targets 500 GW green capacity
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@ THREATS
® Rising raw material costs (steel, copper, cables) can compress EPC project margins
®* |Intense competition from larger L&T, KEC International, and Kalpataru in bidding processes

® Delays in government project approvals and payment cycles can strain working capital

* SWOT is based on publicly available information and analyst estimates. Not a buy/sell
recommendation.

2 Profit & Loss (Last 5 Years)

Desco Infratech has demonstrated a consistent and impressive upward trajectory in both revenues
and net profits over the past five years. Revenue has grown at an estimated CAGR of approximately
23-25%, driven by expanding order book wins and successful project execution. Net profit growth
has been equally strong, reflecting disciplined cost management and improving operating leverage
as the company scales up. The estimated figures below reflect the company's growth momentum,
with FY26 projections based on current order pipeline and sector tailwinds. &

* Estimated figures in X Crores. Source: Annual reports & public disclosures. Not guaranteed to be

accurate.

@ Risk Factors

* @ Raw Material Price Volatility: EPC projects depend heavily on steel, copper conductors, and
cables. Sharp input cost increases between project bidding and execution can significantly erode

margins on fixed-price contracts.

* @ Working Capital Intensity: Infrastructure EPC businesses are inherently working-capital
heavy. Delayed payments from government clients, slow mobilisation advances, or retention
money holdbacks can create liquidity stress.

* @ Competitive Bidding Pressure: The power EPC space attracts intense competition during L1
(lowest bidder) tendering, which can lead to margin compression if management bids
aggressively to secure order volume.

* @ Project Concentration Risk: If a significant portion of revenues comes from a handful of large
projects, any cost overrun or termination on those contracts could materially impact reported
earnings.

* @ Regulatory & Policy Risk: Changes in government procurement norms, tendering processes,
or delays in RDSS/DDUGIJY scheme disbursements could slow down order inflows.

* @ Interest Rate Environment: Though debt is low today, a sharp rise in borrowing costs could
increase the cost of working capital financing, impacting net margins if revenues don't grow
proportionally.
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s} Value Investing Snapshot

Market Price () 175 “) Fairly Valued

PE Ratio 8.21x € Attractively Low
PB Ratio 1.9x _) Moderate
Intrinsic Value (%) N/A (EPS Growth Rate unavailable) *) Cannot determine
D/E Ratio 0.21 € Very Low / Strong
ROE (%) 25.2% @ Excellent

ROCE (%) 29.9% €) Outstanding
Revenue CAGR (3Y) * ~23-25% (est.) € Strong Growth
Profit CAGR (3Y) * ~22-26% (est.) € Strong Growth
Promoter Holdings (%) 58.31% ) High Conviction
Pledging (%) N/A (None reported) € Clean / Zero Pledge

* Revenue CAGR (3Y) and Profit CAGR (3Y) are analyst estimates based on available public data and
sector trends. All other metrics are based on verified market and filing data as of 2026.

Legend: @ Green = Strong / Attractive | € Yellow = Moderate | @ Red = Weak / Caution

2 About Futurecaps

Futurecaps is a SEBI-registered investment research platform trusted by thousands of retail
investors across India. Our mission is simple: help everyday investors discover high-quality,
fundamentally strong multibagger stocks before the crowd catches on. We combine rigorous
financial analysis, value investing principles, and on-ground business research to bring you stock
ideas that are grounded in real numbers — not hype. Whether you're a seasoned investor or just
starting your wealth-creation journey, Futurecaps is your trusted partner for smart, research-backed
investing in 2026 and beyond. & <’

. About Value Investing

Value investing is the time-tested strategy of buying great businesses at prices below their intrinsic
worth — a philosophy championed by legends like Benjamin Graham and Warren Buffett. The core
idea is simple: when a stock trades at a significant discount to its true value, it offers a margin of
safety — protecting your downside while maximising long-term upside. Key metrics like PE ratio,
ROE, ROCE, and D/E ratio help identify such opportunities. To calculate the intrinsic value of any
stock yourself, use our free tool: Futurecaps Intrinsic Value Calculator. 4}

fil Profit & Loss
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Desco Infratech revenue grew from X180 Cr (FY22) to 520 Cr (FY26E), a 30% CAGR. Net profit expanded
from X12 Cr to 46 Cr (40% CAGR), reflecting strong operating leverage.
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This report is prepared for informational and educational purposes only. It does not constitute
investment advice, a solicitation, or a recommendation to buy or sell any securities. Futurecaps.com
is a SEBI-registered investment advisor. Investing in equities involves risk, including possible loss of
principal. Past performance is not indicative of future results. All fundamentals data is sourced from
public company disclosures and may not be fully accurate. Please consult your SEBI-registered

financial advisor before making any investment decision.
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