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Execution of road projects on slow lane: ICRA

e  Slowdown in project awarding by MoRTH could have a bearing on execution momentum in FY2026 as order
books of road developers shrink

ICRA has revised its forecast of road execution by the Ministry of Road Transport and Highways (MoRTH) in FY2025
to 10,000-10,500 km from its earlier estimate of 12,500-13,000 km. The same is on account of the General Elections
in Q1 FY2025 and prolonged monsoon in certain geographies, which affected productive days, resulting in a decline
in execution during that period, which is already reflecting in execution done till 8M FY2025. Spending by the Road
Ministry also stood lower at 55% of the FY2025 Budget Allocation (BA) in 8M FY2025 against 66% of BA of the
previous fiscal.

Giving more insights, Vinay Kumar G, Vice President & Sector Head - Corporate Ratings, ICRA, said: “Road
execution declined by 6% to 4,761 km in 8M FY2025 compared to 5,248 km in 8M FY2024. Despite expectation of a
healthy pick-up during the remainder of the year, the overall execution is likely to decline in FY2025. The fourth
quarter accounts for sizeable execution. Historically, the last four months of the year accounted for 51-58% of
execution during the last four years. The same stood at 58% in FY2024. Assuming similar trend during the last four
months of the current year, execution is expected to touch 10,000-10,500 km in FY2025.”

EXHIBIT 1: MORTH ANNUAL EXECUTION
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Road awards are likely to be in the range of 8,500-9,000 km in FY2025, as per ICRA’s estimates, similar to the last
year’s awarding of 8,581 km. In 8M FY2025, road awards stood at around 2,250 km, compared to 2,816 km awarded
in 8M FY2024 amid continued uncertainty on the mode of project awarding and the impact of General Elections in
H1 FY2025. Project awarding gained momentum from November 2024 following better clarity from MORTH in Q2
FY2025. The Ministry awarded 773 km in November 2024 compared to 221 km in November 2023 and the average
monthly award of 316 km in 8M FY2025.

“The order books of road-focussed contractors have moderated in the recent 4-6 quarters as the awarding activity
has slowed down, especially from MoRTH. Moreover, the competition continues to remain at an elevated level in
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the road sector as road developers bid aggressively to support their order book, which will have a bearing on the
profitability metrics. As it takes 6-9 months from project awarding to on-ground execution (first billing milestone),
the slowdown in awarding will also have a bearing on execution momentum and revenue growth of road developers
in the near-to-medium term,” Kumar added.

Click here to access our previous press releases on the sector.
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Allinformation contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although
reasonable care has been taken to ensure that the information herein is true, such information is provided 'as is' without
any warranty of any kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the
accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group companies, while publishing or
otherwise disseminating other reports may have presented data, analyses and/or opinions that may be inconsistent with
the data, analyses and/or opinions presented in this publication. All information contained herein must be construed solely
as statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its
contents.

Disclaimer:

This Press Release is being transmitted to you for the sole purpose of dissemination through your newspaper / magazine /
agency. The Press Release may be used by you in full or in part without changing the meaning or context thereof, but with
due credit to ICRA Limited. However, ICRA Limited alone has the sole right of distribution of its Press Releases for
consideration or otherwise through any media including, but not limited to, websites and portals.

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency. Today, ICRA and its
subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited Company, with its shares listed
on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating Agency Moody’s Investors
Service is ICRA’s largest shareholder.

Click on the icon to visit our social media profiles.
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