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SRM Contractors
Sector: Civil Construction

📋 About SRM Contractors
SRM Contractors Limited is a fast-growing Indian infrastructure company headquartered in Jammu,
with deep expertise in road construction, tunnelling, bridges, and complex civil engineering works.
Founded with a vision to transform connectivity in some of India's most challenging terrains, SRM
has carved out a formidable niche executing projects in the mountainous landscapes of Jammu &
Kashmir and surrounding regions.

The company primarily works on government-funded projects from agencies like the National
Highways Authority of India (NHAI), the Border Roads Organisation (BRO), and state public works
departments. Over the years, SRM Contractors has built a strong reputation for delivering
technically demanding tunnelling and road projects on schedule — a rare feat in high-altitude
construction environments.

SRM listed on Indian stock exchanges and quickly caught the attention of value investors thanks to
its stellar return ratios, lean balance sheet, and consistent earnings growth. With a market cap of
approximately ₹1,008 crore, it remains a small-cap gem with significant headroom to compound.
The promoter group holds a commanding 72.59% stake, reflecting deep conviction in the business's
long-term trajectory. As India accelerates its infrastructure buildout in border regions and difficult
geographies, SRM Contractors stands at the intersection of strategic national need and exceptional
financial performance. 🚀

🌐 Official website: SRM Contractors Official Website

🚀 Expansion Plans
SRM Contractors is not resting on its laurels — the management has articulated an ambitious growth
roadmap that aligns perfectly with India's infrastructure supercycle. Here's what the expansion story
looks like:

📍 Geographic Diversification: While Jammu & Kashmir remains SRM's stronghold, the company is
actively bidding for projects in Himachal Pradesh, Uttarakhand, and northeastern states — regions
that share similar mountainous terrain where SRM's tunnelling expertise gives it a distinct
competitive edge over larger but less specialised peers.

🏗 Order Book Scale-Up: SRM has been aggressively growing its order book, targeting a pipeline
that could potentially exceed ₹3,000–₹4,000 crore over the next two to three years. Government
programmes like the PM Gati Shakti National Master Plan, the National Infrastructure Pipeline (NIP),
and increased BRO budgets are expected to keep the tender pipeline robust.
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🔧 Equipment & Technology Upgradation: The company is investing in modern tunnel-boring
equipment and advanced construction machinery to improve execution speed and reduce per-unit
costs. This capital investment is expected to enhance margins and win rate on competitive bids.

🤝 Joint Venture Strategy: For larger and more complex projects, SRM is exploring strategic joint
ventures with bigger infrastructure players, allowing it to participate in high-value contracts that
might otherwise exceed its standalone qualification criteria.

💼 Workforce Development: Recognising that skilled manpower is the backbone of complex terrain
construction, SRM is investing in training programmes and retaining technical talent — a critical
moat in a sector where experienced tunnel engineers are in short supply.

All of these initiatives, backed by a strong balance sheet and a low D/E ratio of just 0.36, position
SRM Contractors for sustained, capital-efficient growth through 2026 and beyond. 💡

✅ Key Positives
• 💰 Phenomenal Return Ratios: With ROCE of 37.1% and ROE of 34.3%, SRM Contractors ranks

among the most capital-efficient small-cap infrastructure companies in India. These numbers
reflect a business that earns extraordinary returns on every rupee deployed.

• 📊 Explosive EPS Growth: The company's EPS stands at ₹51.42 with an impressive trailing EPS
growth rate of 68% — a figure that most large-caps can only dream of. This growth, if even
partially sustained, has the potential to create enormous shareholder wealth.

• 🏦 Clean, Low-Debt Balance Sheet: A D/E ratio of just 0.36 is a major green flag. SRM is not
over-leveraged, meaning it can withstand sectoral slowdowns, absorb project delays, and fund
new opportunities without financial stress.

• � Strong Promoter Conviction: Promoters hold 72.59% of the company with zero pledging,
sending a powerful signal of management confidence and long-term commitment.

• 🏔 Niche Expertise as a Moat: Tunnelling in high-altitude, geologically complex terrain is not
something every contractor can do. SRM's specialised experience creates a genuine technical
moat that protects it from generic competition.

• 🇮🇳 Government Tailwinds: India's focused spending on connectivity in border regions — driven by
both development and strategic imperatives — ensures a multi-year pipeline of projects directly
in SRM's sweet spot.

• 💡 Massively Undervalued vs. Intrinsic Value: At a market price of ₹439 against a calculated
intrinsic value of ₹5,573, the stock appears deeply undervalued, offering a significant margin of
safety for patient value investors.

• 📈 Consistent Revenue Growth: The company has delivered strong double-digit revenue CAGR
over recent years, driven by steady execution of its growing order book.
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⚠ Key Concerns
• ⚠ Geographic Concentration Risk: The heavy reliance on J&K projects means any slowdown in

government spending in the region — or security-related disruptions — could materially impact
revenues.

• ⚠ Small-Cap Liquidity: With a market cap of ~₹1,008 crore, institutional participation is limited,
which can lead to higher price volatility and wider bid-ask spreads for retail investors.

• ⚠ Execution Risk: High-altitude and tunnel construction projects carry inherent risk of cost
overruns, delays due to weather, and geological surprises that can hurt near-term profitability.

• ⚠ Working Capital Intensity: Infrastructure projects require significant upfront working capital,
and delays in government payments can strain cash flows despite a healthy balance sheet.

🔍 SWOT Analysis
SRM Contractors presents a compelling SWOT profile for 2026. On the Strengths side, the company
boasts industry-leading return ratios, a debt-light balance sheet, zero promoter pledging, and a rare
technical moat in high-altitude tunnelling. Its Weaknesses include geographic concentration in J&K
and limited scale relative to national-level peers. The Opportunities are vast — India's infrastructure
push in border regions, expansion into new hilly states, and a decade-long government capex cycle
all favour SRM's core competencies. Key Threats include geopolitical risks in border regions, input
cost inflation, and competitive pressure as larger players notice this lucrative niche. 🏔

💪 STRENGTHS
• Strong order book with government-backed road and tunnel projects in J&K

• Exceptional ROCE of 37.1% and ROE of 34.3% reflecting capital-efficient operations

• Low debt-to-equity ratio of 0.36 ensuring financial stability

• High promoter holding of 72.59% indicating strong management confidence

⚠ WEAKNESSES
• Geographically concentrated in Jammu & Kashmir, limiting diversification

• Small-cap size (₹1,008 Cr market cap) means limited institutional coverage

• Revenue visibility depends heavily on government project awards and timelines

🚀 OPPORTUNITIES
• Massive government push under PM Gati Shakti and NIP for infrastructure in J&K

• Expansion into newer geographies like Himachal Pradesh, Uttarakhand, and northeast India

• Growing demand for tunnelling expertise as mountainous terrain projects increase

🔴 THREATS
• Weather-related and terrain-based project execution risks in J&K region
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• Policy or geopolitical disruptions affecting government spending in border regions

• Rising input costs (cement, steel, labour) compressing margins

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

📈 Profit & Loss (Last 5 Years)
SRM Contractors has delivered a remarkable financial trajectory over the past five years. Revenue
has grown at an estimated 3-year CAGR of approximately 45–50%, driven by a rapidly expanding
order book and accelerating project execution. Net profit growth has been even more impressive,
with the company consistently expanding margins as operational leverage kicks in on larger project
sizes. From an estimated revenue base of around ₹320 crore in FY22, the company is expected to
approach ₹1,200 crore by FY26E — a near 4x revenue scale-up in just four years, while profitability
has grown even faster. 📊

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

🔴 Risk Factors
• 🔴 Geopolitical & Security Risk: Operations in Jammu & Kashmir expose the company to

potential disruptions from security situations, which are beyond management's control and can
halt construction activities.

• 🔴 Regulatory & Environmental Clearances: Tunnel and road projects in ecologically sensitive
Himalayan regions require multiple clearances that can be delayed, pushing project timelines and
impacting revenue recognition.

• 🔴 Client Concentration: A significant portion of revenues comes from a handful of government
agencies. Any change in their budget priorities, procurement processes, or payment timelines
poses a concentration risk.

• 🔴 Input Cost Volatility: Prices of cement, steel, explosives, and diesel — key inputs for
tunnelling and road construction — are subject to global commodity cycles. Sudden spikes can
erode project-level margins, especially in fixed-price contracts.

• 🔴 Weather & Seasonal Risk: High-altitude projects are heavily weather-dependent. Harsh
winters, unexpected snowfall, or landslides can shut construction for extended periods,
compressing annual execution windows.

• 🔴 Skilled Labour Availability: Sourcing and retaining qualified tunnel engineers and
construction supervisors for remote, high-altitude sites is challenging and could become a
bottleneck as the order book scales up.

• 🔴 Interest Rate Sensitivity: While debt is currently low, any significant increase in borrowings
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to fund growth could make the company more sensitive to rising interest rates.

📊 Value Investing Snapshot

Metric Value

Market Price (₹) ₹439

🟢 Mkt Cap (₹ Cr) ₹1,008 Cr

🟡 PE Ratio 8.54x

🟡 PB Ratio 2.7x

🟢 Intrinsic Value (₹) ₹5,573

🟢 D/E Ratio 0.36

🟢 ROE (%) 34.3%

🟢 ROCE (%) 37.1%

🟢 Revenue CAGR (3Y) * ~45%

🟢 Profit CAGR (3Y) * ~60%

🟢 Promoter Holdings (%) 72.59%

🟢 Pledging (%) Nil / N/A

* Revenue CAGR and Profit CAGR are analyst estimates based on available financial data and may
differ from audited figures.

Legend: 🟢 Green = Strong/Attractive  |  🟡 Yellow = Moderate  |  🔴 Red = Weak/Caution Mkt
Cap: 🟢 < ₹10,000 Cr   🟡 ₹10,000 Cr – ₹1,00,000 Cr   🔴 > ₹1,00,000 Cr (1 lakh crore)

 💡 Intrinsic Value Note: The intrinsic value of ₹5,573 is calculated using the Benjamin Graham-
inspired formula: IV = EPS × (8.5 + 2G) × 6% / AAA Bond Yield (8%), where EPS = ₹51.42 and G = 68%
(EPS growth rate). At the current market price of ₹439, the stock trades at a massive discount to
intrinsic value, suggesting significant margin of safety for long-term value investors. Use the
Futurecaps Intrinsic Value Calculator to run your own scenarios.

🏆 About Futurecaps
Futurecaps is a SEBI-registered investment research platform dedicated to helping retail investors
discover high-quality, undervalued stocks with multibagger potential. Trusted by thousands of smart
investors across India, Futurecaps combines rigorous fundamental analysis, value investing
principles, and on-ground business research to surface stocks before they go mainstream. Our
research team digs deep into balance sheets, annual reports, and management narratives — so you
don't have to. Whether you're a seasoned investor or just beginning your wealth-creation journey,
Futurecaps is your trusted partner in finding tomorrow's multibaggers today. 💰🚀
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💡 About Value Investing
Value investing is the time-tested strategy of buying great businesses at prices significantly below
their intrinsic worth — and letting compounding do the heavy lifting over time. Pioneered by
Benjamin Graham and refined by Warren Buffett, value investing focuses on fundamentals: strong
earnings, high return ratios, low debt, and honest management. The core insight is simple — price is
what you pay, value is what you get. When markets misprice quality businesses, patient investors
can earn extraordinary long-term returns. To calculate the intrinsic value of any stock yourself, try
the Futurecaps Intrinsic Value Calculator. 📊

📊 Profit & Loss
SRM Contractors revenue grew from ₹320 Cr (FY22) to ₹1.2K Cr (FY26E), a 39% CAGR. Net profit expanded
from ₹28 Cr to ₹155 Cr (53% CAGR), reflecting strong operating leverage.
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Disclaimer

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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