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Fuelled by continued investments in the end-user industries, ICRA assigns a
positive outlook on the capital goods sector

e After a strong compounded annual growth rate (CAGR) of around 20% over the last three
years, the industry is anticipated to grow at a healthy rate of around 13-15% over the next two
to three years despite the high base

ICRA’s analysis of 17 leading, listed entities (accounting for around 55% of the total revenues of the
industry) operating in the capital goods segment indicates prospects of continued healthy revenue
growth of around 13-15% for FY2025 and FY2026. Further, the margins are expected to expand and
ICRA expects median operating profit growth of around 16-18% for FY2026, even after witnessing
robust growth in the last 3-4 years.

Girishkumar Kadam, Senior Vice President and Group Head, Corporate Ratings, ICRA Ltd., said: “The
sustained investments in the end-user industries, especially the strong capacity additions in the
renewable power space and simultaneously high capex in the transmission and distribution
infrastructure bodes well for the demand prospects of the capital goods industry. The order book
position of the ICRA sample set companies is at all-time high levels and is growing at a healthy pace
with a CAGR of around 19%, amounting to Rs 141,000 crore as on September 30, 2024. Moreover, the
budgetary allocation for the Government capex has been enhanced to Rs. 11.2 lakh crore for FY2026,
which, along with planned capacity additions in the cement, steel, oil and gas sectors, is likely to keep
the order book position elevated.”

Power sector, which remains a key end-user industry for the capital goods segment is slated to witness
significant capital expenditure estimated at about Rs. 25 lakh crore over the next five-year period for
capacity addition in renewable & thermal generation, as well as for strengthening of transmission &
distribution network, along with storage capacity. Further, capacity expansion plans in the cement
sector remain robust with the sector slated to add more than 40 MTPA capacity in FY2026, while data
centre capacity is expected to be doubled by FY2027. These, along with refinery capacity expansion
and growth in real estate and infrastructure are likely to provide a fillip to the capital goods industry.

“The healthy order book position of the capital goods companies, especially those catering to the
power sector, is likely to translate into revenue growth of around 13-15% for FY2026, which is expected
to result in a median operating profit growth for ICRA’s sample set of around 16-18% for FY2026. This
median growth surpasses the ICRA benchmark threshold for outlook change, prompting an outlook
revision to Positive,” Kadam reiterated.
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Exhibit 1: Trend in order book movement

160,000 30%
140,965 .
140,000 124,081 120,003 25%
’ 0,
120,000 113,051 20%
15%
100,000 10%
80,000 5%
60,000 0%
5%
40,000
-10%
20,000 -15%
- T T T 1 '20%
FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 H1FY2024 H1FY2025
mmmm Order book (Rs. Crore) YoY (%)
Exhibit 2: Trend in operating income and margins
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Exhibit 3: Aggregated capex projection for power sector over FY2026-FY2030 (Rs. lakh crore)
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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 Ltd

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.
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