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Incorporated in 1986, the Indian Railway Finance Corporation (IRFC) is a public-sector 

enterprise that is wholly-owned by the Government of India. IRFC is primarily engaged in 

financing the acquisition of rolling stock assets, leasing of railway infrastructure assets, and 

lending to entities under the Ministry of Railways (MoR). Being the borrowing arm of Indian 

Railways, IRFC is responsible to raise funds for MoR that is required to procure rolling 

stock assets (wagons, trucks, electric multiple units, locomotives, coaches), its 

improvement, expansion, and assets management. It follows a financial leasing model to 

finance rolling stock assets procurement for a lease period of 30 years. In fiscal 2019, the 

actual capital expenditures by the Indian Railways were Rs. 1,334 billion, out of which, 

IRFC financed Rs. 525.35 bn accounting for 39.34% expenditures. In Fiscals 2017, 2018, 

2019 and 2020 (revised estimate), the company was responsible for financing 72%, 93%, 

84% and 76%, respectively, of the rolling stock purchased by the company and leased to 

the MoR.

About the Company 

Competitive cost of borrowings based on strong credit ratings in India and 

diversified sources of funding: The company believes that its diversified sources of 

funding, credit ratings and strategic relationship with the MoR, have enabled it to keep its 

cost of borrowing competitive. its diversified funding sources including taxable and tax-free 

bonds issuances, term loans from banks/financial institutions, ECB’s, internal accruals, 

asset securitization, lease financing, equity infusion from time to time by Government of 

India. The Company has received the highest credit ratings from CRISIL – CRISIL AAA and 

CRISIL A1+, ICRA – ICRA AAA and ICRA A1+, and CARE – CARE AAA and CARE A1+.

Strategic role in financing growth of Indian Railways: In Fiscal 2020, the company 

financed INR 713.9 Bn accounting for 48.22% of the actual capital expenditure of the Indian 

Railways; For Fiscal 2021, the MoR, through its letter dated April 10, 2020, indicated its 

intention to borrow INR 580.0 Bn from the Company. Subsequently, the MoR, through its 

letter dated January 7, 2021, has revised the said target to be borrowed from IRFC to INR 

625.7 Bn for Fiscal 2021 .  From April 1, 2017 to September 30, 2020, the Company has 

financed INR 1.79 Tn to the Indian Railways in relation to capital expenditure plan from 

Fiscal 2016 to Fiscal 2020. The company believes that the extensive expansion plans of 

the Indian Railways in the future will involve significant financing, and it believes that its 

operations, as a primary financing source for the Indian Railways, will increase 

significantly.

Strength

Consistent financial performance and cost plus model: The company has 

demonstrated consistent growth in terms of funding and profitability. Its total revenue from 

operations increased by 19.33% from ₹ 92,078.39 million in Fiscal 2018 to ₹ 109,873.55 

million in Fiscal 2019 and by 22.15% to ₹ 134,210.90 million in Fiscal 2020, and was ₹ 

73,848.29 million in the six months ended September 30, 2020. Its cost-plus based 

Standard Lease Agreement with the MoR has historically provided it with a margin over the 

weighted average cost of incremental borrowing determined by the MoR in consultation 

with it at the end of each Fiscal. In addition, it believes that its low overhead and 

administrative costs and high operational efficiency has resulted in increased profitability.

Low risk business model: The company believes that its relationship with the MoR 
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Objects of the Issue

To augment company's equity capital base to meet business 

future growth requirements.
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• The company derives significant revenue from Indian Railways. If there is a loss or reduction in 

business or if Indian Railways find other avenues for direct borrowing, this would impact 

company business.

Provide advisory and consultancy services and venture into syndication activities: The 

company intends to leverage its significant and diversified experience in fund-raising and financing 

activities for the Indian Railways to provide financial structuring advisory and consultancy services. It 

intends to assist other Indian Railways entities with their funding requirements, providing strategic 

advice on, long-term access to capital, acquisition finance and equity capital. It further intends to 

leverage its significant industry experience as an NBFC and an infrastructure finance company to 

provide customized financing solutions for other railway entities. The company also proposes to 

leverage its role as the principal source of finance for the MoR to venture into syndication activities. It 

intends to engage in loan syndication and equity syndication.

Strong asset-liability management: In addition to traditional cash flow management techniques, 

the company manages its cash flows through an active asset and liability management strategy. Its 

asset-liability management model is structured in a manner which ensures that it has minimum asset-

liability mismatches. It borrows on a long-term basis to align with the long-term tenure of the assets 

funded by the company. It believes that such an approach of matching the tenure of its advances with 

its borrowings allows it to manage its liquidity better and meet the growing demands of the Indian 

Railways. 

Strategy

Diversification of borrowing portfolio: The company continues to diversify its borrowing portfolio 

through a range of financing instruments and identifying new markets and investors, including 

through issuance of ‘greenbonds’ and ‘medium term notes’. As part of its diversification strategy, it 

continues to explore additional fund raising options at cost effective rates, including Indian Rupee 

denominated bonds issued in international markets. It may explore funding from sovereign wealth 

funds and pension funds, as well as multilateral agencies such as the World Bank and the Asian 

Development Bank where its funding requirements are aligned with their infrastructure and 

development funding targets.

Broaden financing portfolio: The company plans to diversify its financing portfolio and broaden its 

lending activities by funding financially viable Project Assets. It plans to fund various Project Assets 

including those relating to the decongestion of the railways network and the expansion of the existing 

network of the Indian Railways. It also intends to fund projects undertaken by other MoR entities to 

improve railways infrastructure in India. It further intends to meet the financing requirements of public 

private partnership projects, including funding of redevelopment of stations as well as manufacturing 

of Rolling Stock Assets.

• Its business growth is dependent on the growth of Indian Railways. Such business is susceptible 

Risk factors

Continued focus on asset-liability management: The company intends to have a strong in-house 

team comprising of consultants to provide guidance and inputs on improving its asset-liability 

framework and strategies. The company will continue to target funding sources with long-term 

repayment schedules that match with the lease term of the Rolling Stock Assets and Project Assets 

that it funds.

enables it to maintain a low risk profile. Typically, the expenses incurred by the company with respect 

to any foreign currency hedging costs and/ or losses (and gains, if any) as well as any hedging costs 

for interest rate fluctuations are built into the weighted average cost of incremental borrowing. This 

enables it to earn a margin, as determined by the MoR in consultation with the company at the end of 

each Fiscal, over the life of the lease.

Prince Pipes and Fittings Ltd 1571.87 83.35 23.50 7.58 3.01 59.15 10.00 178.00 1958.46

Supreme Industries Limited 5653.19 423.61 33.35 33.62 6.35 176.49 2 1121.25 14242.89

Finolex Industries Limited 3241.33 353.61 28.49 19.49 2.85 195.14 10 555.4 6892.51

Co_Name Net Sales PAT EPS P/E  P/BV BV FV Price Mcap

Astral Poly Technik Limited 2689.75 243.53 16.16 70.39 12.28 92.63 1 1137.85 17143.1

*Peer Companies comparative financials are based on TTM
*Prince Price valuation based on FY19
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• Its operational efficiency would completely dependent on its ability to maintain and get diverse 

sources of funds and at a low cost. If there is any disruption in its funding sources or if there is any 

inability to raise funds for low cost, it would impact its business.

Outlook

• Its business need to match with tenure of lease and borrowings. If there is any mismatch, it can 

lead to reinvestment and liquidity risks and it would adversely impact its financial condition and 

operations.

IRFC is the public sector company that finances for Indian Railways projects. It has shown strong revenue 

and margin growth.  However, its operational efficiency would completely dependent on its ability to 

maintain and get diverse sources of funds and at a low cost. Investors may consider investment for long 

term rewards as this company is laying its future on track and it is expected that the company would see 

good growth going forward.

Valuation

Industry overview

Peer comparison

The Indian Railways is a departmental undertaking of the GoI, which owns and operates India’s rail 

transport, through the Ministry of Railways, GoI (“MoR”). The Indian Railways is the largest rail 

network in Asia, running approximately 13,523 passenger trains every day in Fiscal 2019 to transport 

approximately 23.12 million passengers per day in Fiscal 2019. The Indian Railways has constantly 

expanded its network, developed, and grown across various parameters including freight and 

passenger revenues. Indian Railways has always played a key role in India’s social and economic 

development as it is a cheap and affordable means of transportation for millions of passengers and as 

a carrier of bulk freight, plays a significant role in various industries, including agriculture. The capital 

expenditure plan from Fiscal 2016 to Fiscal 2020 (planned outlay of INR 8,560.2 Bn) focuses on 

improving freight carrying capacity through capacity augmentation to achieve network decongestion, 

enhancing outlay for doubling third and fourth line projects, developing dedicated freight corridors 

and improving competitiveness of the Indian Railways through cost optimisation through 

electrification and improving customer experience by increasing outlay for safety, station 

redevelopment and passenger amenities. With the expansion of the freight network and passengers 

demand, the requirement of rolling stock will increase substantially.

As per the RHP, there are  no listed entities similar to its line of business and operating profile.

On the lower end of the price band of Rs.25 the stock is priced at pre issue P/E of 9.30x on its 

annualised FY20 EPS of Rs. 2.69.Post issue, the stock is priced at a P/E of 9.77x on its EPS of Rs. 

2.56. Looking at the P/B ratio at Rs.25, the stock is priced at P/B ratio of 0.94x on the pre issue book 

value of Rs. 26.67 and on the post issue book value of Rs. 28.15, the P/B comes out to 0.89x.

to Govt of India initiatives to either modernize the railways or slow down the growth of Indian 

Railways.

Considering the P/E valuation, on the upper end of the price band of Rs. 26, the stock is priced at pre 

issue P/E of 9.68x on its actual annualised FY20 EPS of Rs. 2.69. Post issue, the stock is priced at a 

P/E of 10.16x on its  EPS of Rs. 2.56.  Looking at the P/B ratio at Rs. 26 the stock is priced at P/B ratio 

of 0.97x on the pre issue book value of Rs.26.67 and on the post issue book value of Rs. 28.15the P/B 

comes out to 0.92x.
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Annexure

Consolidated Financials

Profit & Loss Rs. in Cr.

Particulars Period ended Period ended Period ended

Net interest earned 1,942.14 3,258.36 2,804.29

PBT  1,886.85 3,192.10 2,755.35

Operating Profit 1,885.37 3,192.49 2,755.76

Profit After Tax 1,886.85 3,192.10 2,139.94

Interest earned  7,383.12 13,421.02 10,987.35

Financial charges 0.00 0.00 0.00

Tax 0.00 0.00 615.41

PBIT 1,886.85 3,192.10 2,755.35

Depreciation 0.23 0.46 0.418

Interest expended 5,440.98 10,162.66 8,183.06

PBDIT 1,887.08 3,192.56 2,755.77

Other Income 1.71 0.07 0.00

OPM% 25.54 23.79 25.08

 30-Sep-20 (9 Months) 31-Mar-20 (12 Months) 31-Mar-19 (12 Months)

Operating expenses 56.77 65.87 48.53

Balance sheet is on next page

An Indicative timetable in respect of the Issue is set out below:

  (On or about)

EVENT INDICATIVE DATE

Credit of Equity Shares to depository accounts of Allottees On or about January 28, 2021

Exchanges

Commencement of trading of the Equity Shares on the Stock On or about January 29, 2021

Exchange

Finalisation of Basis of Allotment with the Designated Stock  On or about January 25, 2021

of funds from ASBA Account

Bid/Offer Closing Date January 20, 2021

Bid/Offer Opens Date January 18, 2021

Initiation of refunds (if any, for Anchor Investors)/unblocking  On or about January 27, 2021
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Balance Sheet

Derivative financial instruments 0.00 0.00 46.69

Derivativ financial instruments 388.35 406.52 310.60

   

Debt securities 161258.67 155290.46 123597.90

Total Networth 31686.97 30299.75 24866.30

Current Tax Assets (Net) 863.05 630.84 41.47

Financial Liabilities   

Other Non -current assets 1579.01 1472.54 1498.71

Net worth represented by:   

Loans 6243.04 6423.37 5895.49

Receivable - lease recevables 153846.81 148579.80 125026.51

other non-financial liabilities 5.57 32.22 4.82

Other Equity 19806.51 18419.29 15485.84

Borrowings 84090.65 79086.27 50334.78

Total non-current assets 2453.03 2114.43 1551.45

payables-total o/s due msme 0.15 0.05 0.01

Total Financial assets 289533.56 273389.70 204884.92

payables - total o/s dues creditors 43.99 37.70 12.17

Other Intangible Assets 0.04 0.04 0.05

Financial Assets   

Share capital 11880.46 11880.46 9380.46

Total Liabilities 260299.61 245204.38 181572.00

NET Worth 31686.97 30299.75 24864.38

Non-current liabilities   

Bank balance other than above 94.22 99.38 77.36

cash and cash equivalents 1.66 1.38 3.71

Non-current assets   

Total Financial Liabilities 260284.75 245158.36 181555.39

Other financial assets 129336.42 118274.25 73823.94

Property, plant and equipment 10.93 11.00 11.23

other financial liabilities 14502.94 10337.37 7299.94

Total Assets  291986.58 275504.13 206436.38

Particulars As on 30-Sep-20 As on 31-Mar-20 As on 31-Mar-19

Total non-current liabilities 14.86 46.02 16.61

Provisions 9.30 13.80 11.80

Investments 11.41 11.51 11.23

Rs. in Cr.
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Disclaimer: This Research Report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. It is only for private circulation and use. 
The Research Report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the 
contents of this Research Report. The Research Report should not be reproduced or redistributed to any other person(s)in any form without prior written permission of the SMC. The contents of this material are 
general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage that may arise to any person 
due to any action taken on the basis of this Research Report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an individual 
client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the macro and 
micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions. Please note that SMC its affiliates, Research Analyst, officers, directors, and employees, 
including persons involved in the preparation or issuance if this Research Report: (a) from time to time, may have long or short positions in, and buy or sell the securities thereof, of the subject company(ies) mentioned 
here in; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company(ies) discussed 
herein or may perform or seek to perform investment banking services for such company(ies) or act as advisor or lender/borrower to such subject company(ies); or (c) may have any other potential conflict of interest 
with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. SMC does not represent/ provide any 

warranty expressly or impliedly to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the market conditions/risks involved before making any investment decision. 

The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of the subject company.

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in 

securities market. SMC or its associates or its Research Analyst or his relatives do not hold any financial interest in the subject company interest at the time of publication of this Report. SMC or its associates or its 

Research Analyst or his relatives do not hold any actual/beneficial ownership of more than 1% (one percent) in the subject company, at the end of the month immediately preceding the date of publication of this 

Report. SMC or its associates its Research Analyst or his relatives does not have any material conflict of interest at the time of publication of this Report. 

SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related 

activities. SMC is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, MSEI (Metropolitan Stock Exchange of India Ltd) and M/s SMC Comtrade Ltd is a registered 

member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of India and other commodity exchanges in India. SMC is also registered as a Depository Participant with CDSL 

and NSDL. SMC’s other associates are registered as Merchant Bankers, Portfolio Managers, NBFC with SEBI and Reserve Bank of India. It also has registration with AMFI as a Mutual Fund Distributor. 

SMC or its associates/analyst has not received any compensation from the subject company covered by the Research Analyst during the past twelve months. The subject company has not been a client of SMC 

during the past twelve months. SMC or its associates has not received any compensation or other benefits from the subject company covered by analyst or third party in connection with the present Research Report. 

The Research Analyst has not served as an officer, director or employee of the subject company covered by him/her and SMC has not been engaged in the market making activity for the subject company covered by 

the Research Analyst in this report.
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