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Dear Bajaj Capital Investors, 

 

New Stock Recommendations for BUY on 8 June 2026 

 

CMP -> 1580 

Upside Potential-> 13% 

Investment Horizon -> 6 Months 

Target price -> 1785 

 

What Company Do: 

 

 

 



VA TECH WABAG Ltd. continues to strengthen its position as one of the world's leading pure-play water technology 

companies with expertise across desalination, wastewater treatment, water reuse, industrial water solutions and long-

term operations & maintenance (O&M) services. The company operates through municipal and industrial segments, 

providing engineering, procurement, construction (EPC), design-build-operate (DBO), hybrid annuity model (HAM), PPP, 

BOOT and O&M solutions. Its technologies serve diverse end-user industries including municipalities, oil & gas, 

refineries, power, steel, fertilizers, food & beverages, semiconductors, solar manufacturing, data centres, green 

hydrogen and industrial parks. The company's technology-led asset-light model, supported by over 125 intellectual 

property rights and a century-long global legacy, has transformed WABAG into a high-return, cash-generative water 

infrastructure platform. 

The company delivered another strong operational performance in Q4FY26 and FY26. Revenue increased by nearly 20% 

YoY to INR 3,944 crore, while EBITDA grew 21.8% YoY with EBITDA margin maintained at 13.3%, remaining within 

management's guided range of 13-15%. PAT rose 25.5% YoY to a record INR 371 crore, translating into a healthy PAT 

margin of 9.4%. Q4FY26 performance remained equally impressive with revenue growth of 22.3% YoY and PAT growth 

of 28.9% YoY. Return ratios continued to improve with ROCE reaching 19.4% and ROE exceeding 15%, demonstrating 

the effectiveness of WABAG's capital-efficient business model. Management reiterated confidence in sustaining a 15-

20% revenue CAGR over the medium term while maintaining profitability and return metrics. 

A key investment attraction remains the company's exceptionally strong balance sheet and cash flow profile. WABAG 

ended FY26 with net cash of approximately INR 950 crore (excluding HAM investments), marking the sixth consecutive 

year of net cash positivity. Gross cash stood above INR 1,050 crore while debt remained limited at around INR 100-110 

crore. During FY26, the company generated operating cash flow exceeding INR 200 crore and free cash flow to firm of 

nearly INR 300 crore. Management highlighted that debt is now utilized by choice rather than necessity, reflecting 

financial strength and disciplined working capital management. Such strong liquidity provides significant flexibility for 

future growth initiatives, technology investments and potential strategic acquisitions. 

Order inflows and project wins remained robust during FY26. The company secured fresh orders worth approximately 

INR 7,500 crore, resulting in a record order book of INR 17,200 crore, representing over four times annual revenue and 

providing strong multi-year revenue visibility. Major order wins included the 300 MLD Yanbu desalination project in 

Saudi Arabia, the Chennai city-wide looped water grid project and the 45 MLD tertiary treatment reverse osmosis 

(TTRO) reuse project in Chennai. Management emphasized that more than 90% of the order book is backed by 

sovereign governments, multilateral funding agencies or blue-chip corporate clients, significantly reducing payment 

and execution risks. The strong order pipeline across India, Middle East and Africa is expected to support sustained 

execution momentum over the next several quarters. 

The near-term growth outlook for the next two to three quarters is expected to be driven by execution of large ongoing 

projects including the 400 MLD Perur desalination project in Chennai, the Yanbu desalination project in Saudi Arabia, 

Chennai Water Grid, BPCL Bina water block package, Bangladesh Pagla STP project, Nepal projects and several large 

O&M contracts. Management indicated that Perur desalination, often described as the company's flagship project, is 

progressing well with offshore works completed and onshore construction at peak intensity. Additionally, Al-Haer STP 

in Saudi Arabia, Senegal desalination projects and Zambia wastewater projects are advancing according to schedule. 

These projects are expected to contribute significantly to revenue recognition and margin expansion during FY27. 

From a business transformation perspective, WABAG is positioning itself beyond a traditional EPC player towards a 

technology-led "Manufactured Water" company focused on desalination, water reuse and circular water economy 

solutions. Management believes desalination and wastewater recycling represent climate-resilient and perpetual water 

sources. The company is investing in advanced membrane technologies, ceramic membranes, AI-driven operational 

optimization and digital water management solutions. Its strategic partnership with Pani Energy has already 

demonstrated improvements in water utilization and chemical consumption. The increasing contribution from O&M 

contracts, which are recurring, cash-accretive and margin-enhancing in nature, is expected to gradually improve 

earnings quality and predictability over the coming years. 



Future growth opportunities remain exceptionally strong as global water infrastructure investment enters a multi-

decade expansion cycle. WABAG is well positioned to benefit from India's Jal Jeevan Mission, AMRUT, Namami Gange 

and wastewater treatment programs, while international growth is expected from Saudi Vision 2030, GCC desalination 

expansion, African water infrastructure development and multilateral-funded projects. Management estimates an 

addressable market opportunity of USD 75-100 billion across its key geographies. Beyond conventional water 

treatment, future growth is expected to emerge from ultra-pure water systems for semiconductors, solar 

manufacturing, green hydrogen, data centres, AI infrastructure and bio-CNG projects. Recent wins from RenewSys and 

opportunities in industrial water treatment further validate the company's entry into these high-growth sectors. 

Another important growth driver is the gradual expansion of the O&M business. O&M currently contributes around 

17% of revenue but nearly 38-40% of the order backlog, providing a strong annuity-like revenue stream. Management 

remains committed to increasing O&M contribution to 20% of revenue over the medium term. Long-term contracts 

ranging from 5 to 20 years offer superior cash flows, lower execution risks and higher margins. Furthermore, the 

company is actively evaluating bolt-on technology acquisitions and developing a municipal platform to participate in 

multiple projects while maintaining its asset-light approach. These strategic initiatives could create additional earnings 

drivers and strengthen competitive positioning. 

Despite the favourable outlook, investors should monitor certain near-term risks. Geopolitical uncertainties in the 

Middle East, currency fluctuations, raw material inflation, elongated project award cycles and increasing competition 

within the global water sector could impact execution timelines and margins. Delays in government project approvals 

and spending cycles may also affect revenue recognition. However, WABAG's diversified geographical presence across 

more than 25 countries, strong sovereign-backed order book, net cash balance sheet, disciplined bidding strategy and 

technology leadership significantly mitigate these risks. Considering its record order book, robust execution pipeline, 

strong cash generation, leadership in desalination and water reuse, expanding O&M portfolio and exposure to emerging 

sectors such as semiconductors, solar, AI and green hydrogen, VA TECH WABAG appears well positioned to deliver 

healthy earnings growth and shareholder value creation over the next six months and beyond. 

 

Q4FY26& FY26 Consolidated Results: 

 

 

Note – Amount is in INR Million. 



 

 

Q4FY26 Results: 

 

Note – Amount is in INR crores. 

 

 

Growth Opportunities: 

 

 



 

 

Recommendation Timeline & Performance Summary: - 

 

1. 8 April 2026 – Initial BUY Recommendation: The BUY call was initiated at a price of 1261 with a target price of 1501, 

implying an upside potential of ~19% over a 6 to 9-month investment horizon. 

2. 22 April 2026 – Target Achieved: The stock achieved our target price of 1501 on 22 Apri 2026 and further appreciated 

to 1514 on the same day, delivered a return of 20% from the recommendation price within 2 weeks, significantly ahead 

of our envisaged investment horizon. 

3. 8 June 2026 – Re-Initiation of BUY Call: We have re-initiate the BUY call at the CMP of 1580 with a target price of 

1785, indicating an envisaged upside potential of 13% over the next 6 months. 

 

 

 

 

 

 

 

 

 

 

Happy Investing! 

Thank you and best regards, 

On behalf of Bajaj Capital's Research Team 


