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INDIAN CONSTRUCTION
INDUSTRY

An estimated growth of 6-8% in
FY2027 after a muted 2-4% in
FY2026, hit by road sector awarding
challenges
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Construction sector revenues are
expected to grow at a moderate pace,
with operating income projected to
rise by 2—4% in FY2026 and accelerate
to 6-8% in FY2027, supported by an
adequate aggregate order book that is
expected to remain above 3x of
operating income and improving
execution momentum post monsoon.

While overall credit metrics are likely
to remain stable, diversified EPC
players are better positioned due to a
broader segment mix and stronger
order book

The construction GVA growth slowed to 6.6% in Q3 FY2026 from 8.7% in the previous quarter, amid
the mixed performance of key construction inputs such as cement output (to +11.1% in Q3 FY2026
from +7.3% in Q2 FY2026) and finished steel consumption (to +4.7% from +8.5%).

As on December 31, 2025, the order book-to-billing ratio was 3.8 times, underpinned by sustained
order inflows and diversification beyond roads. Operating income for ICRA’s sample set of entities
stayed flat in 9M 2026 over the same period in FY2025, reflecting reduced construction activity due to
an early and elongated monsoon along with slower awarding and execution activities.

The overall margins are expected to decline to 10.1-10.6% in FY2027 due to higher competition,
volatile raw material prices owing to geopolitical conflicts and increased working capital requirement.
In 9M FY2026, the margin was 10.7% with overall margins expected to remain range-bound at 10.3-
10.8% in FY2026.

The West-Asia conflict will impact the EPC companies focused on middle-east and are expected to
witness some pressure on execution momentum. Moreover India imported around 35-36% of its
bitumen in FY2025, mainly from West Asia. Due to war-related supply disruptions, Indian OMCs have
raised bitumen prices, which in turn will impact the raw material prices of road focused EPC players.

The cash conversion cycle elongated in FY2025 following the expiry of Atmanirbhar Bharat related
relief measures and was also impacted in FY2026 due to elongation in payments under the Jal Jeevan
Mission (JJM). With extension in JJM, ICRA expects receivable cycle of JJM focused players to witness
improvement. Given the increase in debt levels and interest costs post the expiry of Atmanirbhar
Bharat related relief measures, interest coverage, is expected to decline to around 3.2-3.5 times in
FY2026 and further to 3.1-3.4 times in FY2027, with continuing pressure on margins.
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Geopolitical development

Price Trends and Outlook on Key
Commodities
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Sector Outlook
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ICRA Analytical Contact Details

Name Designation Email Contact Number
Ashish Modani Senior Vice-President & Group Head ashish.modani@icraindia.com 022- 6169 3300
Suprio Banerjee Vice-President & Co — Group Head supriob@icraindia.com 022- 6114 3443
M Rajashekar Reddy Assistant Vice-President & Sector Head m.rajashekarreddy@icraindia.com 040- 6939 6423
Vishnu S Kumar Deputy Manager vishnu.kumar@icraindia.com 022- 6169 3350
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ICRA Business Development/Media Contact Details

Name Designation Email Contact Number
L Shivakumar Chief Business Officer shivakumar@icraindia.com 022-61693304
Sai Krishna Head - Research Sales and Investor Connect sai.krishnal@icraindia.com 9840774883
Rohit Gupta Head Business Development — Infrastructure Sector rohitg@icraindia.com 0124-4545340
Vivek Bhalla Head Business Development — Financial Sector vivek.bhalla@icraindia.com 022-61693372
Vinita Baid Head Business Development — East vinita.baid@icraindia.com 033-65216801
Shivam Bhatia Head Business Development — Corporate Sector — North & South shivam.bhatia@icraindia.com 0124-4545803
Sanket Kulkarni Head Business Development — Corporate Sector — West sanket.kulkarni@icraindia.com 022-6169 3365
Naznin Prodhani Head - Group Corporate Communications & Media Relations communications@icraindia.com 0124-4545860
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