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SR.NO.  PARTICULARS CMP TARGET UPSIDE

1 Engineers India Limited 159.90 187 17%

2 HT Media Limited 100.45 127 26%

3 Jain Irrigation Systems Limited 103.85 144 39%

4 Suprajit Engineering Limited 278.50 349 25%

5 Techno Electric & Engineering Company Ltd 356.80 461 29%

Current Recommendation

Open Calls - Recommended "SMC TOP PICKS - August 2017'' on 22nd August 2017

SR.NO. PARTICULARS CMP RECOMMENDED TARGET UPSIDE

    PRICE

1 Arvind Limited 399.70 365.10 464 27%

2 Axis Bank limited 496.50 494.15 631 28%

3 Larsen & Toubro Limited 1126.50 1126.50 1377 22%

4 Bharat Electronics Limited 193.85 179.20 213 19%

5 ICICI Prudential Life Insurance Company 438.75 420.55 481 14%

 Limited

ndia is an internally driven economy fueled by domestic consumption and investment. Unlike many other emerging economies, India has a positive Imacroeconomic environment: inflation is under control, and it has record high foreign exchange reserves and a tamed current account deficit.

 
The outlook for India’s stock market remains positive. Even though it looks that valuation of the market a bit expensive but in reality the market is yet to reach 
its peak. Capex cycle, credit growth and capacity utilisation are yet to improve. We believe that equity cycle can peak when capacity utilisation goes up. 
There is room for earnings to go higher from current levels. Earnings are likely to improve once the transitory effects of GST have played out over the next 
couple of quarters. 

India has outpaced all the major global indexes on the back of improved fundamentals, and measures and the initiatives taken by the government, Central 
bank and also the regulatory bodies. The stable and reform-focused Modi Government along with a credible central bank are implementing the next 
generation reforms. Among all the major economies, only India is in the lower interest rate regime. The structural story for India, which remains pretty strong 
and the implementation of the country’s largest tax reform, GST have attracted foreign investor’s interest. 

Besides the secondary market, the primary market has also attracted lot of attention of Investors. It is believed that the retail participation will continue to 
give support to bulls to reach news high. Low interest rates and money shifting from real estate to equity market after demonetization have sent the market 
to new high. We are pretty sure as at a time when gold and real estate have yielded flat to negative returns and returns from other traditional investment 
avenues have moderated, investment in equity will continue to deliver consistent returns. 

Consumer spending in India is growing rapidly. With improved monsoon and several government initiatives such as soil health card to double the farmers 
income, crop insurance scheme and linking of 540 mandies on an electronic platform, the agricultural sector is likely to get the boost. Furthermore, the likely 
improvement in farm income should support growth OEMs and Auto & Ancillary. Also the pick-up in infrastructure activity will drive growth in construction 
and mining equipment as well as the tipper segment (classified under MHCVs). 

With increasing sales of vehicles, improvement in road infrastructure, rising foreign direct investments are expected to boost the country’s automobile 
industry. Even the power sector is likely to get the boost, due to the dramatic fall in tariffs, the rising awareness towards renewables and stricter regulatory 
framework among other factors are expected to push the sector going forward. Moreover government has made significant progress in the power sector in 
the last three years which has resulted in improved access to electricity, better financial health of discoms and promotion of renewable energy generation. 

Also the recent launch and implementation of GST is expected to support the economy as a whole, and the country gradually transforms to improved tax 
compliance, administration, ease of doing business, unifying the national market. The Indian Media sector is a sunrise sector for the economy and the 
sector is on the cusp of a strong phase of growth, backed by rising consumer demand and improving advertising revenues. The sector is also expected to 
benefit more from the Union government significant reform-led efforts towards encouraging investment and improving the business climate. 

To conclude, investors have wide variety of stocks from the sectors, such as Consumers, FMCG, Automobile, Power & infrastructure to invest. It is 
expected that stocks within these sectors, where valuations are still reasonable, given the expected uptick in earnings and return ratio profile.



Investment Rationale:

• Engineers India Limited (EIL) provides engineering consultancy and EPC services, 

mainly to the oil and gas and petrochemical industries. The company has also 

diversified into sectors like infrastructure, water and waste management, solar and 

nuclear power and fertilizers to leverage its strong technical competencies and track 

record. Recently, the government of India holds 54.17% in Engineers India. 

• Order backlog as end of June 2017 was Rs 7698 crore compared to Rs 7761 crore as 

end of March 2017. Expects order inflow of about Rs 2300-2400 crore compared to an 

order intake of about Rs 5708 crore in Fy17. 

• The company has invested significantly in research and development with the 

consolidation of existing capabilities, development of new technologies and hardware 

besides enhancement of the portfolio for special technology related services.

• The company is working on a proposal to set up a mega oil refinery in partnership with 

domestic oil companies. It is working to create huge capacities – in the biofuel and 

refining sector -- through mega installations across the country with other oil firms.

• The company plans to develop an engineering hub in Indonesia as the market 

conditions were not found to be viable. It is focusing on strengthening an existing 

engineering facility at Abu Dhabi.

• The company is also venturing into infrastructure projects such as the Namami Gange 

Scheme - a project to clean up the Ganga river spanning 2,500 km across five states 

with a budget of Rs 20,000 crore. 

• The upcoming opportunity from the overseas consultancy segment has the potential to 

transform this medium - sized company to a bigger and stronger project management 

consultant.

• The management has also indicated progress of several stuck projects going forward. 

Write backs from this stuck projects is likely to augur well for the company over FY18E-

19E.

Valuation

EIL has a healthy balance sheet and strong cash balance. The company is best placed to 

benefit from revival in Oil & Gas capex, given its dominant position in the segment. The 

company’s order inflows have improved in the last one-two years. The company has a 

healthy mix of domestic and overseas orders. Thus, it is expected that the stock will see a 

price target of Rs.187 in 8 to 10 months time frame on a target P/E of 32.87x and FY18 (E) 

EPS of Rs.5.7.

ENGINEERS INDIA LIMITED
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Current Mkt.Price (Rs.) 159.90

Face Value (Rs.) 5.00

52 Week High/Low 175.70/117.53

M.Cap (Rs. in Cr.) 10775.23

EPS (Rs.) 4.90

P/E Ratio (times) 32.66

P/B Ratio (times) 3.79

Dividend Yield (%) 1.88

Stock Exchange BSE

VALUE PARAMETER

As on 18th Aug, 2017 % Of Holding

Foreign 7.14

Institutions 22.49

Non Promoter Corporate Holding 3.93

Promoters 54.17

Public & Others 12.28

SHARE HOLDING PATTERN

CHART

Target Price 187

Upside Potential  17%

September 11, 2017



Investment Rationale:

• HT Media is engaged in printing and publishing of newspapers. The company's 

segments include printing & publishing; radio broadcast & entertainment, and digital. 

• It runs a Hindi daily, Hindustan, which enjoys leadership positions in the markets of 

Bihar, Jharkhand, Delhi, etc and also runs the second largest English daily Hindustan 

Times.  It has shown good growth in Hindi advertisement growth on quarterly basis and 

the management prospects is positive towards good growth in hindi advertisement 

revenue. 

• The Company has 15 operational FM radio stations - “Fever” in Delhi, Mumbai, 

Bengaluru, Chennai, Kolkata, Hyderabad and UP and “Radio Nasha” in Delhi and 

Mumbai. It also operates a job portal in the internet space, called www.Shine.com. This 

is in addition to the existing websites livemint.com, hindustantimes.com and 

desimartini.com. HT Media also publishes two Hindi magazines Nandan and 

Kadambini through its subsidiary Hindustan Media Ventures Limited.

• The digital businesses have also shown good growth. Revenues from Digital segment 

crossed Rs 40 crore, up 10%. This growth was due to growth in Shine.com and Digital 

Content which witnessed healthy revenue growth of around 8% & 45% respectively.

• The company has a sound Balance Sheet with ample reserves and having almost no 

burden related to debt so shareholders of the company will get good benefit in long run 

future.

• In quarter ending June FY18, the company has registered an around 3% sales growth 

in printing & publishing of newspapers on sequential basis and saw good growth in 

digital segment. Net Profit has registered increased by 47% as compared to last 

financial year due to cost control by management.

• Radio business revenues grew 30% due to growth of new radio stations. Radio 

EBITDA jumped 107% to Rs 11.4 crore. It had a higher margin of 26%. Newly launched 

Radio stations will continue to drive revenue and profitability. Phase three new radio 

station gave Rs 12 crore sales which were profitable sales.

• On other development front, recently it has announced demerger of the entertainment 

and digital innovation business of the company into a wholly-owned subsidiary and it’s 

a scheme of arrangement between HTML and HT Digital Ventures (HTDVL), a wholly-

owned subsidiary of the company.  According to the management, it would capitalize 

on growth opportunities and support entertainment and digital innovation business.

Valuation

The company grew faster than the industry in terms of both revenue and profit. The 

company regained revenue growth in Print business with heightened focus on yield-led 

growth and tight control on costs to improve profitability. Also the company continues to 

drive revenue from its newly launched Radio stations. Along with all these factors, with 

improved Digital footprint by executing on digital strategy, the company is expected to see 

good growth going forward. Thus, it is expected that the stock will see a price target of 

Rs.127 in 8 to 10 months time frame on a target P/E of 15x and FY18 EPS of Rs.8.49.

H T MEDIA LIMITED
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Target Price 127

Upside Potential  26%
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Face Value (Rs.) 2.00

52 Week High/Low 104.05/69.50
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EPS (Rs.) 8.14

P/E Ratio (times) 12.34

P/B Ratio (times) 1.05

Dividend Yield (%) 0.39

Stock Exchange BSE

VALUE PARAMETER

As on Jun, 2017 % Of Holding

Foreign 8.37
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Government 0

Non Promoter Corporate Holding 3.99

Promoters 69.51

Public & Others 7.92

SHARE HOLDING PATTERN

CHART

September 11, 2017



Investment Rationale:

• Jain Irrigation Systems is engaged in manufacturing of micro irrigation systems, PVC 

pipes, HDPE pipes, plastic sheets, agro processed products, renewable energy 

solutions, tissue culture plants, financial services and other agricultural inputs. 

• Company also have a very good order book in hand, it has almost Rs.2,100 crore of 

orders, out of which close to Rs.1,300 crore are in Hi-Tech Agri Input division, about 

Rs.300 crore in the food division and about Rs.500 crore in the plastic division.

• Recently, the company commenced trial run at its mango processing plant at 

Elayamuthur near Udumalpet, in Tamil Nadu. The crushing capacity of the unit is 200 

tonnes of mango per day and varieties such as Totapuri and Alphonso. To ensure 

supply of mangoes, the company has tied up with around 750 farmers in the region.

• Company via its wholly owned subsidiary in the United States of America has agreed to 

acquire 80% stakes in 2 US entities. The two entities of the Unites States, which are the 

largest micro-irrigation dealers, Irrigation Design and Construction Inc. (IDC and Agri-

Valley Irrigation Inc.) have entered into an agreement to merge ownership of their 

business into a newly formed distribution company. The merger of the companies will 

help Jain Irrigation to forward integrate itself in the value chain and build direct 

relationship with growers.

• On debt front, company has reduced its debt by Rs 550 crore. The current debt is close 

to Rs 3,900 crore at gross level and Rs 3,600 crore at net level. 

• Micro Irrigation Systems (MIS) sales in India saw healthy growth due to sales pickup in 

key markets such as Maharashtra, Andhra Pradesh, Telangana, Madhya Pradesh, 

Rajasthan, and Tamil Nadu. The company is confident of registering 20%+ revenue 

growth in the MIS business in FY18 with double-digit growth across the retail, project, 

and exports businesses.

Valuation

The company is looking at a quite significant revenue growth in India and outside. 

Management expects about 25% increase at the EBITDA level earnings and expect to 

maintain debt at the levels which achieved in FY17 and that is now reaching a comfortable 

post and that would allow to further reduce the interest cost, any stress on the balance 

sheet. Thus, it is expected that the stock will see a price target of Rs.144 in 8 to 10 months 

time frame on a target P/E of 21x and FY18 (E) EPS of Rs.6.88.

JAIN IRRIGATION SYSTEMS LIMITED
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Target Price 144

Upside Potential  39%

Current Mkt.Price (Rs.) 103.85

Face Value (Rs.) 2.00

52 Week High/Low 119.80/79.80

M.Cap (Rs. in Cr.) 4905.20

EPS (Rs.) 3.47

P/E Ratio (times) 29.94

P/B Ratio (times) 1.15

Dividend Yield (%) 0.73

Stock Exchange BSE
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Foreign 45.21
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Non Promoter Corporate Holding 2.73

Promoters 30.70

Public & Others 16.91

SHARE HOLDING PATTERN

CHART

September 11, 2017



Investment Rationale:

• Suprajit Engineering Limited is the largest automotive cable maker with a planned 

annual cable capacity of 225 million cables. The Company’s customer list includes 

most Indian automotive majors. It also exports too many marquee global customers. 

• The company uses its diverse knowledge and experience in manufacturing processes 

to leverage the best out of all its manufacturing facilities and research centers.

• The company has 14 plants; 13 in India and one in the UK, which also operates as a 

technology centre for control cables for both automotive and non-automotive clients.

• It manufactures cables, which caters mostly to the auto industry, has a production 

capacity of over 150 million automotive cables a year, and is the largest domestic 

manufacturer of automotive cables. To reduce its dependency on two-wheelers, the 

company plans to increase its sales to four-wheelers—currently 33% of its sales mix. 

More domestic orders (from Maruti) and export orders (from BMW, Audi, Volkswagen, 

etc.) would help the company boost its sales in the four-wheeler segment. 

• The Company strives to comply with the highest possible quality standards and 

practices a philosophy of continuous improvement. It adopts processes that ensure full 

proof & defect free manufacturing.

• On the development foot and as a diversification tool, it plans to increase its non-

automotive cable revenue and the acquisition of Wescon Controls is an effort in this 

direction. The acquisition will be beneficial to the company due to the operating 

synergies. However, Suprajit Engineering plans to introduce new agriculture, medical, 

aviation and marine cables through Wescon and it would reduce the volatility in its 

business. 

• Next phase of growth for the company is likely to be driven by gaining share in global 

auto and non-auto cables (incl inorganic); increase in content supplied for CBS/ABS in 

domestic 2Ws; focus on aftermarket space (both lamps & cables). The company is 

expanding business in North America.

Valuation

The company is the most preferred manufacturer of cables and meets the demand of 

virtually every major OEM in the automotive sector. It would more focus on cables in the 

export market for better positioning.  Steady demand from specific OEMs and the shoring 

up of control-cable growth in the auto and non-auto markets, exports and replacements 

would guide the further growth to the company. According to the management, its 

profitability would improve in coming years as its capacity expansion and integration with 

the acquired companies is almost done. Thus we expect the stock to see a price target of 

Rs 349 in 8 to 10 month’s time frame on a target P/E of 31.95x and FY18 (E) earnings of 

Rs.10.91.

SUPRAJIT ENGINEERING LIMITED
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Target Price 349

Upside Potential  25%

Current Mkt.Price (Rs.) 278.50

Face Value (Rs.) 1.00
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Investment Rationale:

• Techno Electric & Engineering Company provides services to all the three segments 

within the power sector industry — generation, transmission and distribution. Apart 

from the power sector, it also caters to the needs of steel, fertiliser, metals and 

petrochemicals sectors.

• In FY17, the company’s revenues grew by 23% to Rs 1,356 crore in FY17. In the last 

quarter alone, the company booked orders worth Rs 500 crore. With a healthy order 

book position of Rs 2,600 crore, the company is poised to sustain its growth 

momentum in the next couple of years. 

• At present, Power Grid Corporation of India (PGCIL) is its largest client in the 

Transmission & Distribution (T&D) space. Power Grid plans to spend Rs 150,000 crore 

over the next five years, which will only means more orders for the company. With the 

long-term experience of working with Power Grid and State Electricity Boards (SEBs), 

Techno Electric cherry-picks projects with better profitability.

• It works with PSUs who have good discipline and take up mostly the projects which are 

multilaterally or bilaterally funded. The funding from agencies like World Bank, Rural 

Electrification Corporation (REC) or Power Finance Corporation (PFC) reduces risk of 

payment delays for Techno Electric. The company has an average receivable period of 

70 days — one of the lowest in the industry. 

• Financially sound and its debt to equity ratio is comparatively lower than the industry.  

Moreover, its strong niche in substation EPC works and ability to compete with large 

MNCs has helped the company win contracts and deliver on profitability and growth.

Valuation

The management of the company is confident of the company’s potential to expand the 

EPC segment on the back of capex revival, led by PGCIL and SEBs, with strong visibility of 

traction in order book and healthy revenue due to healthy trade receivables. In FY18, the 

management has said that it would focus on closure of projects, which it believes will prune 

retention money and improve working capital cycle. Thus, it is expected that the company 

would see good growth going forward and the stock will see a price target of Rs.461 in 8 to 

10 months time frame on a one year average P/E of 22.34x and FY18 (E) earnings of 

Rs.20.63.

TECHNO ELECTRIC & ENGINEERING LIMITED
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Target Price 461

Upside Potential  29%

Current Mkt.Price (Rs.) 356.80

Face Value (Rs.) 2.00
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Investment Rationale:

• Recently, Arvind partnered with former Indian cricketer Sachin Tendulkar to launch 

men's apparel brand 'True Blue'. The company plans to open around 25 'True Blue' 

stores and is eyeing Rs 200-300 crore from the brand in five years.

• The textile segment continues to be its main revenue generating source and in line with 

that management of the company plans to focus on its garments business. To increase 

its margin, it is looking to increase the share of fabric sold as garments from 6% now to 

20% in the next few years. The expected growth in the Indian retail space, due to rising 

incomes, urbanization, attitudinal shifts, etc., will be the main trigger for this expansion.

• Its garments segment holds several well-known foreign-licensed brands such as 

Arrow, Tommy Hilfiger, US Polo, Flying Machine, Calvin Klein, Nautica and Izod, 

Arvind should be able to benefit from the growth in the retail sector. The company owns 

& operates India’s largest 225-outlet strong value retail chain under the brand name 

‘Megamart’. It is setting-up exclusive stores across the country - ‘The Arvind Store’ that 

brings the best of fabric and ready-mades to its customers. 

• It has recently sold a 10% stake in its fully-owned subsidiary, Arvind Fashions, for Rs 

740 crore to Multiples, a private equity firm. This strategic investment will help Arvind 

Fashions to improve its position in the domestic apparels market. The transaction was 

done at overall enterprise valuation of Rs 8,000 crore for the company’s branded 

apparels business. 

• Its valuation captures the increased growth opportunity in the garments business and 

will help in the counter’s re-rating. Since sale proceeds will be used for paying-off debt, 

it will provide required financial support for future investments and acquisitions for the 

company.

• The company is already planning two garments units in Ethiopia and this would add 

additional annual revenue of around Rs 1,000 crore. Moreover, despite 

demonetization, It has reported 15% YoY increase in revenue to Rs 2346 crore led by 

24% growth in branded apparel to Rs 770 crpre and 8% growth in textiles to Rs 140 

crore.

• Meanwhile, the company is bullish on its newly-launched omni channel — 

NNNow.com, going ahead. NNNow.com redefines shopping for Indian consumers by 

linking online and offline retail shopping experience.

• Arvind Group has decided to step into the USD 5.2 billion footwear retail industry with 

the store name 'Stride' and plans to open five footwear stores in the next one and half 

years. Currently the fit-out cost for the stores is coming at Rs 2,200 per sq ft and each 

footwear store building should cost around Rs 50-70 lakh.

Valuation

The company enjoys a global leadership positions in textiles as well as Carries an 

unmatched domestic portfolio of apparel brands and retail formats. Lower investments in 

brands and repositioning of Unlimited, management of the company expects the operating 

margin to improve in near term. Company’s capability in manufacturing garments, coupled 

with its positioning of the most preferred franchisee/distribution partner in India, it is poised 

to benefit from an increase in demand for apparels, thus it is expected that the stock will see 

a price target of Rs.464 in 8 to 10 months time frame on three year average P/E of 22.50x 

and FY18 (E) earnings of Rs.20.62.

ARVIND LIMITED
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Investment Rationale:

• In FY 2017, advances grew 10% to Rs 3.73 lakh crore and total deposits increased 

16% yoy to Rs 4.14 lakh crore. Net Interest Income (NII) for Q4FY17 and FY17 grew by 

4% YOY and 7% YOY, respectively. Net Interest Margin (NIM) for Q4FY17 and FY17 

stood at 3.83% and 3.67%, respectively.

• CASA (current-saving accounts) deposits showed healthy growth at 26 percent year-

on-year (21 percent QoQ) and constituted 51 percent of total deposits as of March 

2017 (against 47 percent in March 2016).

• The bank also performed well on asset quality front. Gross advances as a percentage 

of gross advances dipped 18 basis points sequentially to 5.04 percent and net NPA as 

a percentage of net advances dropped 7 bps to 2.11 percent in the quarter gone by. In 

absolute terms, however, gross and net NPAs rose 4 percent each to Rs 21,280.5 

crore and Rs 8,626.55 crore on sequential basis due to increase in slippages, 

respectively.

• Recoveries and upgrades were strong in January-March quarter at Rs 2,804 crore 

against only Rs 350 crore in December quarter while write-offs during the quarter were 

at Rs 1,194 crore against Rs 122 crore in previous quarter.

• There has been a sharp increase in system liquidity post demonetization. A material 

part of the super-normal incremental deposits that the bank gained post 

demonetisation continues to remain with the Bank. The bank has witnessed that nearly 

42% and 82% of the incremental savings and current account deposit balances 

respectively have gone out till end March.

• The bank believes that investments are likely to remain modest, particularly in first half 

of FY18, but capex spend might gradually revive with spends on affordable housing, 

renewable energy, urban infrastructure and road and rail projects.

Valuation

The bank, is well positioned for future growth, is focusing on cross-selling to existing 

customers. This is a key driver for growth. In FY18, the management expects the Bank's 

Advances portfolio to grow around 5% faster than system growth. As has been the case in 

recent quarters, the Retail advances business is likely to continue to remain the key engine 

of growth in FY18. Thus, it is expected that the stock will see a price target of Rs.631 in 8 to 

10 months time frame on a target P/BV of 2.7x and FY18 (E) BVPS of Rs.233.83.

AXIS BANK LIMITED

8

Current Mkt.Price (Rs.) 494.15

Face Value (Rs.) 2.00

52 Week High/Low 638.00/424.60

M.Cap (Rs. in Cr.) 118469.25

EPS (Rs.) 16.49

P/E Ratio (times) 29.97

P/B Ratio (times) 2.10

Stock Exchange BSE

VALUE PARAMETER

As on Jun, 2017 % Of Holding

Foreign 52.71

Institutions 8.69

Non Promoter Corporate Holding 2.88

Promoters 28.67

Public & Others 7.06

SHARE HOLDING PATTERN

CHART

Target Price 631

Upside Potential  28%

September 11, 2017



Investment Rationale:

• Bharat Electronics Limited is engaged in design, manufacture and supply of 

electronics products/systems for the defense requirements, as well as for nondefense 

markets. The Government of India held 68.19% stake in the company as on 30the 

June 2017. 

• At the end of Q4FY2017, the company's total order book stood at Rs 40,000 crore and 

the management is expecting another Rs 13,000 crore (plus) order requisition during 

the current year on account of the government's greater thrust on the modernization of 

the country's defence equipment. Its export business is roughly about 6% of turnover 

and it is planning to increase it to 10%.

• The Company planned to spend is around Rs 700 crore on two new plants at 

Anantapur and Machilipatnam in Andhra Pradesh.  At Nimmaluru village, near 

Machilipatnam, the company is building new advanced night vision products factory 

and plans are afoot to expand night vision devices business. At Anantapur, a dedicated 

defence systems integration complex at Palasamudram is planned.

• In addition to above plants, the company is also creating dedicated business groups to 

address home land security and smart city business. On the sales outlook for 2017-18, 

company plans to cross Rs 10,000 crore. 

• The Company is looking forward for R&D expenditure between Rs 900 to Rs 1,000 

crore. It has initiated many programmes with DRDO and also within Bharat 

Electronics. It is working on the next generation tactical missile programme called 

quick reaction surface to air missile programme. This is a joint development between 

Bharat Electronics, BDL and DRDO. 

• The company plans to continue indigenisation efforts in line with Make in India. It plans 

to enhance capacity and create new test facilities for defence business and are 

pursuing new opportunities in solar, energy, homeland security, smart cities, smart 

cards and telecom.

Valuation

With the robust order backlog, along with a better execution environment provides healthy 

revenue visibility for the coming years. Government’s greater emphasis on ‘Make in India’ 

initiative in Defence sector provides a great opportunity for the Company to enhance its 

indigenisation efforts and to address the opportunities in Indian Defence sector. Thus, it is 

expected that the stock will see a price target of Rs.213 in 8 to 10 months time frame on a 

target P/E of 29x and FY18 (E) EPS of Rs.7.36.

BHARAT ELECTRONICS LIMITED
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Investment Rationale:

• ICICI Prudential Life Insurance Company is the largest private sector life insurer in 

India. ICICI Prudential is a joint venture between ICICI Bank and Prudential 

Corporation Holdings, a part of the Prudential Group, an international financial 

services group. The company is one of the first private sector life insurance companies 

in India. It commenced operations in October 2000 and offers a range of life insurance, 

health insurance and pension products and services.

• The company continued to focus on savings opportunity through customer centric 

product propositions, superior customer service, fund performance and claims 

management. Protection is a big focus area for the company, while it has a multi-

pronged product and distribution approach to tap this market.

• It has maintained a balanced channel mix. Its growth is well supported by strong 

performance across channels. For Q1FY2018, agency channel has highest growth, 

while growth of Bancassurance channel was also higher than overall private sector 

growth, however, due to relatively stronger growth in agency.

• The total assets under management of the company has increased 16% yoy to Rs 

126591 crore ends June 2017 over June 2016, which makes the company one of the 

largest fund managers in India.

• The company has a debt equity mix of 54:46 at end June 2017. Over 90% of debt 

investments are in AAA rated and Government Bonds.

• The retail weighted received premium or RWRP grew 74.7% in Q1FY2018, much 

stronger than industry growth of 28.6% and private industry growth of 45.5%. 

Consequently, the market share of the company was strong at 15.3% in Q1FY2018. 

The company has continued to maintain leadership position amongst the private 

companies.

Valuation

According to the management focusing on improving protection business, persistency and 

costs, the company would get good growth in coming years. The key strategy of the 

company has been to grow the Value of New Business through growing the protection 

business, while the company achieved its strategic goals for FY2017. The company is well 

capitalized for growth opportunities. The solvency ratio was at healthy level of 288.6% end 

June 2017, which is much above the regulatory requirement of 150%. Thus, it is expected 

that the stock will see a price target of Rs.481 in 8 to 10 months time frame on a one year 

average P/Bvx of 9.38x and FY18 BVPS of Rs.51.29.

ICICI PRUDENTIAL LIFE INSURANCE COMPANY
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Investment Rationale:

• Larsen & Toubro is a major Indian multinational engaged in technology, engineering, 

construction, manufacturing and financial services, with global operations. A strong, 

customer–focused approach and sustain leadership over seven decades. 

• It has successfully won fresh orders worth Rs.142,995 crore at the group level during 

the year ended March 31, 2017 in the face of a challenging business environment. The 

International orders constituted 29% of the total order inflow. Order wins in 

Infrastructure segment, Hydrocarbon and Heavy Engineering segments contributed to 

the orderflow during the year.

• Consolidated Order Book of the group stood at a robust level of Rs. 261,341 crore as at 

March 31, 2017, higher by 5% on a y-o-y basis. International Order Book constituted 

27% of the total Order Book.

• Its infrastructure Segment achieved Customer Revenue of Rs.52,924 crore for the 

year ended March 31, 2017 registering a y-o-y growth of 8% on progress of jobs under 

execution.It has secured fresh orders of Rs.78,492 crore, during the year ended March 

31, 2017 and order Book of the Segment grew 3.4% on a y-o-y basis and stood healthy 

at Rs.193,796 crore as at March 31, 2017.

• On the financial ground, on yearly basis, it has reported consolidated gross revenue of 

Rs.110,011 crore i.e. increase of 8% and PAT grew by 43%. The Consolidated Gross 

Revenue in the quarter January to March 2017 totalled Rs. 36,828 crore recording an 

increase of 12% on a y-o-y basis and PAT has reported higher by 29.5%.  It has also 

approved the issue of bonus equity shares in the ratio of 1:2 [one bonus equity share of 

` 2 each for every two equity shares of ̀  2 each held].

• Management expects order inflow to grow by around 12-15% and net sales growth of 

around 10-12% in FY 18. Moreover, it has completely come out from the legacy orders 

in hydrocarbon space. Significant order wins in this segment in FY 17 provides good 

margin and revenue visibility in this segment.

Valuation

The Company continues to focus on profitable execution of the large Order Book, selective 

order picking, on-time deliveries & operational excellence through digitalization. The 

management is also emphasizing on cost competitiveness, continuous optimization of 

working capital, restructuring of its business portfolio and value creation with an aim to 

enhance its Return on Equity. Implementation of GST is expected to have far reaching 

effects by bringing large parts of the informal economy into the formal system where 

compliance and accountability standards are of a higher order. Thus, it is expected that the 

stock will see a price target of Rs.1377 in 8 to 10 months time frame on a 2 year average 

P/Ex of 19.36x and FY18 EPS of Rs.71.11.

LARSEN AND TURBO LIMITED
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