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Strong order inflow, execution continues...

L&T's standalone revenues for Q4FY19 grew 14.4% YoY to X 30822.4 crore
(above our estimate of ¥ 30702.9 crore). On a consolidated basis, revenues
were up 10.5% to T 44934 crore YoY. On a standalone basis, infrastructure
& heavy engineering segment revenues grew 15.4% to ¥ 25837.4 crore and
86.8% to T 899 crore on a YoY basis, respectively. For Q4FY19, L&T
registered strong order inflows of ¥ 56538 crore at the group level, up 14%
YoY while the order backlog was at 293427 crore, up 12% YoY. Standalone
EBITDA margins came in at 11.2%, down 160 bps owing to few infra project
headwinds. Consolidated PAT came in at ¥ 3916 crore, up 13% YoY. Net
working capital improved 200 bps to 18% while RoE improved 120 bps to
15.3% YoY.

Positive surprise on order inflows front, strong bid pipeline

L&T positively surprised on order inflow front by delivering 16% order inflow
growth to ¥ 176800 crore (beating its guidance of 10-12%). For Q4FY19, L&T
registered strong order inflows worth ¥ 56538 crore, up 14% YoY at the
group level, predominantly led by strong tendering activities in international
markets. Key drivers for order inflows were the infrastructure (¥ 31033 crore)
and hydrocarbon segments (X 12586 crore). L&T's order backlog was at
% 293427 crore, up 12% YoY. The expected strong bid pipeline of ¥ 9 -10
lakh crore is expected to ensure 10-12% order inflow growth in FY20E.

On strong footing across all segments

L&T's management has guided for 12-15% revenue growth in FY20E,
suggesting strong execution pick up. During the year, efficient working
capital management coupled with strong execution has led to balance sheet
and cash flow improvement. Consolidated net cash flow from operations
was at ¥ 9130 crore for FY19. Net working capital improved 200 bps to 18%
YoY while RoE improved 120 bps to 15.3%, YoY. Given the strong backlog
and front loaded order inflows across all segments, L&T is well placed to
deliver 11.9% and 12.7% revenue and PAT CAGR on a standalone basis over
FY19-21E, respectively.

Valuation & Outlook

L&T has consistently been delivering in terms of bagging orders, strong
order execution while, at the same time, strong cash flows from operations
and efficient working capital management are aiding to improve quality of
its balance sheet. We believe revenue, PAT CAGR of 11.9%, 12.7% in FY19-
21, respectively, coupled with improvement in return ratios should be value
accretive for the stock. We value L&T on SoTP (with base business at 20x
FY21E EPS) with a revised target price of ¥ 1680 and maintain BUY on L&T.

Key Financial Summary

Particulars (% crore) FY17 FY18 FY19P FY20E FY21E
Net Sales 66,301.4 74,454.4 86,987.9 97,322.5 108,865.3
EBITDA 6,425.2 7,407.7 8,498.6 9,905.0 11,145.9
EBITDA Margin (%) 9.7 9.9 9.8 10.2 10.2
Net Profit 5,453.8 5,387.1 6,677.9 7,410.2 8,484.8
EPS ) 39.3 38.8 48.1 53.4 61.2
P/ E (x) 34.5 34.9 28.2 25.4 22.2
RoNW (%) 11.9 11.0 12.6 12.9 13.6
RoCE (%) 9.2 10.6 1.7 12.6 13.2
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It's all about Imagineering

Particular Amount
Market Capitalization < 183824 crore
Total Debt (FY18) 10560 Crore

Cash and Investments (FY18) %3183.8 Crore
EV %191200.2 crore
52 week H/L %1459/ 1183
Equity capital % 271.5 Crore
Face value 22

Key Highlights

®  Q4FY19 order inflow was at ¥ 56538
crore at the group level on a pick-up
in tendering and ordering activity
across segments

® Consolidated net cash flow from
operations was at ¥ 9130 crore for
FY19. RoE improved 120 bps to
15.3%, YoY

® We value L&T on SoTP (with base
business at 20x on FY21E EPS) with a
revised target price of ¥ 1680 per
share and maintain our BUY rating
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CAGR (FY19-FY21E)
11.9%
14.5%

12.7%

Source: Company, ICICI Direct Research
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ﬂ Result Update | Larsen & Toubro ICICI Direct Research
Exhibit 1: Variance Analysis

04FY19 Q4FY19E Q4FY18 YoY (Chg %) Q3FY19 QoQ (Chg %) Comments
Revenue higher than estimates on account of

Revenue 30,822.4 30,702.9 26,941.7 14.4 22,343.0 38.0 higher-than-expected execution in infrastructure
segment

Other Income 796.6 660.1 374.6 112.7 887.0 -10.2

Employee Expenses 1,538.0 1,658.0 1,475.1 43 1,507.8 2.0

Raw Material Expenses ~ 22,199.3 23,825.5 20,919.5 6.1 18,034.7 13.9

Other Operating Expenses 398.7 1,228.1 1,087.6 -63.3 660.2 -39.6

EBITDA 3,460.9 3,991.4  3,459.5 0.0 21403 61.7
Margins were below our estimates on account of

EBITDA Margin (%) 11.2 13.0 12.8 -161 bps 9.6 165 bps  few project headwinds in transportation infra
segment

Depreciation 285.9 359.0 266.5 7.3 268.3 6.5

Interest 436.1 422.3 373.6 16.7 488.6 -10.7  Interest costs were higher than our estimates

PBT (befor exp. Item) 3,635.6  3,870.2 3,194.0 10.7  2,270.4 55.7

Total Tax 1,133.4  1,003.7 947.6 19.6 635.6 78.3

PAT 23775 28665 2,445.2 28 1,634.8 45.4 PAT was below our estnpates on account of
higher tax rate and margin pressure

Adj. PAT 2,394.2 2,866.5 2,301.9 40 1,634.8 40.8

Key Metrics

Order inflows 42,640.7 40,050.0 59,288.1 -28.1 35,6225 1.7 ~ Order inflow was higher on account of robust
ordering and finalisation across segments

Order backlog 253,497.6 261,535.7 236,526.9 7.2 252,192.0 0.5 Dacklog provides strong visibility for next two to

three years

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY20E FY21E
(% Crore) Oid New % Change Old New % Change
Revenue 99,895.6 97,322.5 -2.6 115,018.3 108,865.3 -5.3
EBITDA 10,530.8 9,905.0 -5.9 12,084.7 11,145.9 -1.8
EBITDA Margin (%) 10.5 10.2 -36 bps 10.5 10.2 -27 bps
PAT 7,956.3 7,410.2 -6.9 9,386.3 8,484.8 -9.6
EPS () 57.3 53.4 -6.9 67.7 61.2 -9.6

Source: Company, ICICI Direct Research

Exhibit 3: Assumptions

Current Earlier
FY18 FY19E FY20E FY21E FY20E FY21E
Order Inflow growth 9.8 33.6 2.5 12.3 12.0 12.2
Order Backlog growth 0.6 6.0 21.8 203 303 25.6
Revenue growth 12.3 16.8 11.9 11.9 14.9 15.1
EBITDA Margins 9.9 9.8 10.2 10.2 10.5 10.5

Source: Company, ICICI Direct Research
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Key financial results highlights:

On a standalone basis, the infrastructure segment has delivered a strong
performance with revenue growth of 15.4% to ¥ 25837.4 crore on a YoY
basis. Heavy engineering segment revenues grew 86.8% to ¥ 899 crore
on a YoY basis. Electrical and automation segment grew 5% to ¥ 1406.4
crore on a YoY basis while defence engineering segment revenues grew
13.1% to ¥ 1089.9 crore. The realty segment has more than doubled to
¥ 182.2 crore. On the weak side, power segment revenues continues to
decline 38% to ¥ 934.3 crore

On a consolidated basis, infrastructure segment net revenues grew
12.0% to T 26850 crore owing to robust order book conversion across
business verticals while power segment revenues declined significantly
by 38% to ¥ 934 crore due to aggressive competition, limited
opportunities and over-capacity continues to impact order inflow and
reduced order book. Heavy engineering segment registered robust net
revenue growth of 58% to ¥ 770 crore predominantly driven from oil &
gas sector and Electrical & Automation segment registered modest
growth with revenues at ¥ 1630.0 crore. Hydrocarbon segment
registered robust revenue growth of 22.0% to T 4320 crore, IT &
Technology segment grew by 23.0% to ¥ 3770 crore for the quarter.

For Q4FY19, L&T registered strong order inflows at group level worth %
56538 crore, grew by 14% YoY, predominantly led by strong tendering
activities in international markets which doubled international order
inflows to ¥ 17680 crore YoY while domestic orders declined by 5.0%
to ¥ 38858 crore YoY basis. Public sector which continues to drive order
inflow while private sector seen some orders. For FY19, the order inflow
grew by 16% to ¥ 176800 crore in which domestic market contributed
68% while international market contributed 32%. L&T's order backlog
was at ¥ 293427 crore, up 12% YoY

During the quarter, standalone EBITDA margins came in at 11.2%, down
160 bps (vs. our estimate of 13.0%) on a YoY basis owing to a few
project delays in the transportation segment. On a consolidated basis,
EBITDA margins were at 12.5%. From a segmental perspective,
infrastructure segment margins saw a decline of 120 bps to 12.3% owing
to job mix, cost provisions arising from execution headwinds in
transportation infra projects. Power segment EBITDA margins improved
50 bps to 4.7%, heavy engineering segment margins improved 300 bps
to 22.8%, with international refinery space showing good traction

During the quarter, efficient working capital management coupled with
strong traction in execution has led to balance sheet improvement and
strong cash generation. Consolidated net cash flow from operations was
at T 9130 crore for FY19. Net working capital improved 200 bps to 18%
YoY while RoE improved 120 bps to 15.3%, YoY. Borrowings (ex-
services) were at T 34000 crore as on FY19, an increase of ¥ 1800 crore
YoY

Consequently, for Q4FY19, standalone adjusted PAT came in at ¥ 2394
crore, registering growth of 4% YoY (below our estimate of ¥ 2866.5
crore). Consolidated PAT for Q4FY19 was at < 3916 crore, up 13% YoY

ICICI Securities | Retail Research
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Analyst meet key takeaways

e The management has guided for 10-12% order inflow growth and 12-
15% revenue growth for FY20E backed by a strong bid pipeline and
execution pick-up. EBITDA margin at the group level is expected to
remain stable. Working capital to sale is expected to remain around
optimum level of 18%

e |[nfrastructure segment EBITDA margins declined 120 bps due to
transportation project headwinds in India, Oman and partly due to fixed
price contracts and commodity prices impact. Infra segment margins are
likely to recover in FY20E

e FY19 order inflows of ¥1.76 lakh crore saw % 40000 crore contribution
from large orders (more ¥ 2500 crore). However, in FY19, 35% orders
were received from state governments and 21% from PSUs. FY19 order
backlog of ¥ 2.93 lakh crore saw 60% contribution from PSUs. Under the
domestic segment, 40% was contributed by private orders

e FY19 order inflow includes 11.6% from Middle East, 78.4% domestic,
0.9% US & Europe and 9.1% Rest of the world. On the international front,
L&T is planning to diversify in non-Middle East markets. It is seeing good
traction in North & East Africa, Bangladesh, Malaysia, Myanmar and
Indonesia

e The outlook in the Middle East is positive due to stabilisation of oil
prices. Saudi Arabia, Kuwait and Qatar are expected to be key ordering
markets while UAE, Abu Dhabi are seeing good traction in Petrochem

e L&T has anticipated order tendering pipeline of around % 9-10 lakh crore
across concerned segments and geographies. With the conversion
strike rate of 20-25%, this is like to translate into order inflows of ¥ 1.95-
% 2.00 lakh crore (10-12% growth, YoY) for FY20E

e L&T expects around 25% order inflows from international markets and
around 75% inflow from domestic markets. The Q1FY19 is expected to
see sluggish order inflow owing to elections and new government

e The ¥ 10 lakh crore bid pipeline includes ¥ 4.5 lakh crore bid pipeline in
infrastructure segment, ¥ 1.0 lakh crore in power transmission segment,
¥ 0.5 lakh crore in power generation segment, ¥ 2.0-2.5 lakh crore in
hydrocarbon segment and the rest in others

e In the domestic power segment, L&T expects a bid pipeline of around 6
GW of projects and expect winning 15-20% run rate. Flue gas
Desulphurisation (FGD) tender pipeline of 40 GW is expected to create
another opportunity for L&T

e In the defence sector, not much happened during FY19. The company
has limited hope of opportunities in this segment even for FY20E
considering elections and a new government will be in place

e Real estate revenues for Q4FY19 were at ¥ 182 crore. The company
currently has 1500 flats remaining under inventory out of 4000 flats. The
same will come for revenue billing over the coming quarters. Hence, we
believe real estate revenues will be less lumpy than anticipated.
However, L&T is exploring a lease and rental model for remaining
commercial buildings to have steady rental income in coming years

e For FY19, total 55 km of Hyderabad Metro is operational while the next
phase is expected to reach 68 km by September 2019

ICICI Securities | Retail Research 4
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Financial Story in Charts

Exhibit 4: Trend in revenue growth Exhibit 5: How L&T has fared across business cycles
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Exhibit 6: Break-up of consolidated backlog... Exhibit 7: Trend in EBITDA margins...
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Exhibit 8: Trend in profitability...
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Exhibit 9: SoTP valuation of L&T

Company (per share) Bull case
Base Business 1408
L&T Finance Holdings 12
L&T Infotech 260
L&T Power Development 18
L&T MHI JV 13
L&T IDPL 176
Other E&C, MIP & E&E Sub 29
Hydrocarbon 31
Total 2046
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Exhibit 10: Recommendation History vs. Consensus

1,800 - - 100.0
1,600 - . — :

1,400 - 80.0
1,200 500
1,000 .
800 4 L 400~

600 A
400 1 - 20.0
200 A

Apr-16  Jul-16 Sep-16 Dec-16 Feb-17 Apr-17 Jul-17 Sep-17 Dec-17 Feb-18 Apr-18 Jul-18 Sep-18 Dec-18 Feb-19 May-19

Series1 Idirect target == - - Consensus Target Mean . % Consensus with Buy

Source: Bloomberg, Company, ICICI Direct Research

Exhibit 11: Top 10 Shareholders

Rank Name Latest Filing Date % 0/S Position (m) Change (m)
1 Life Insurance Corporation of India 31-Mar-19  17.6 246.7 -9.9
2 L&T Employees Welfare Foundation 31-Mar-19  12.3 172.1 0.0
3 HDFC Asset Management Co., Ltd. 31-Mar-19 5.0 70.2 11.3
4 SBI Funds Management Pvt. Ltd. 31-Mar-19 2.3 32.6 2.3
5 ICICI Prudential Asset Management Ltd. 31-Mar-19 2.3 32.3 3.7
6 ICICI Prudential Life Insurance Co. Ltd. 31-Mar-19 1.8 25.1 -1.3
7 UTI Asset Management Co. Ltd. 31-Dec-18 1.8 24.8 0.0
8 General Insurance Corporation of India 31-Mar-19 1.7 24.4 0.1
9 Reliance Nippon Life Asset Mgt Ltd 31-Mar-19 1.6 22.0 2.5
10  BlackRock Institutional Trust Company, NA 30-Apr-19 1.1 15.2 -0.1

Source: Reuters, ICICI Direct Research

Exhibit 12: Recent Activity

Buys Sells

Investor Name Value Shares Investor Name Value Shares
HDFC Asset Management Co., Ltd. +226.03M +11.29M 0 -55.98M -2.71M
ICICI Prudential Asset Management Co. Ltd. +74.27TM +3.71M Dimensional Fund Advisors, L.P. -16.19M -0.81M
Reliance Nippon Life Asset Management Limited +50.81M +2.54M vy Investment Management Company -14.62M  -0.71M
SBI Funds Management Pvt. Ltd. +45.56M +2.28M Carnegie Fonder AB -10.49M -0.51M
Mirae Asset Global Investments (India) Pvt. Ltd. +35.05M +1.75M  General Insurance Corporation of India -10.09M -0.49M

Source: Reuters, ICICI Direct Research

Exhibit 13: Shareholding Pattern

(in %) Mar-18 Jun-18 Sep-18 Dec-18 Mar-19
Promoter 0.0 0.0 0.0 0.0 0.0
Fll 16.9 18.7 18.9 18.8 19.0
Dl 40.9 39.1 38.6 39.4 38.8
Others 42.2 42.2 42.4 41.8 42.2

Source: Company, ICICI Direct Research
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Financial summary

Exhibit 14: Profit and loss statement < crore

(Year-end March) FY18 FY19E  FY20E FY21E
Total operating Income 74,454.4 86,987.9 97,322.5 108,865.3
Growth (%) 12.3 16.8 11.9 11.9
Raw Material Expenses 8,938.6 10,135.1 11,863.7 13,376.1
Employee Expenses 57109 6,137.2 7,636.5 8,503.5
Other Operating Expenses 43,158.5 51,643.0 55,690.5 62,012.9
Sales, administration & Other Exy  2,853.1 2,599.8 3,457.9  3,986.9
Other Manufacturing Expenses 6,385.6 7,974.2 8,768.8  9,840.1
Total Operating Expenditure 67,046.6 78,489.3 87,417.5 97,719.4
EBITDA 7,407.7 8,498.6 9,905.0 11,145.9
Growth (%) 15.3 14.7 16.5 12.5
Depreciation 1,049.2 1,067.7 1,256.8 1,359.9
Interest 1,432.2 1,641.3 1,498.6  1,593.1
Other Income 1,905.4 2,954.1 2,474.0 2,769.4
PBT 7,262.2 9,218.6 9,623.6 10,962.3
Others 0.0 0.0 0.0 0.0
Total Tax 1,875.1 2,540.6 2,213.4  2,471.5
PAT 5387.1 6,677.9 7,410.2 8,484.8
Growth (%) -1.2 24.0 11.0 14.5
EPS ) 38.8 48.1 53.4 61.2
EPS (X, Adjusted) 31.6 33.4 35.4 34.5
Source: Company, ICICI Direct Research

Exhibit 16: Balance sheet  crore
(Year-end March) FY18 FY19E  FY20E FY21E
Liabilities

Equity Capital 280.3 280.3 280.3 280.3
Reserve and Surplus 48,785.4 52,727.3 56,979.8 61,974.0
Total Shareholders funds 49,065.7 53,007.5 57,260.1 62,254.3
Total Debt 10,561.0 10,201.0 11,101.0 11,801.0
Deferred Tax Liability 0.0 0.0 0.0 0.0
Minority Interest / Others 0.0 0.0 0.0 0.0
Total Liabilities 60,318.1 63,919.9 69,097.4 74,816.7
Assets

Gross Block 9,303.3 10,303.3 11,303.3 12,553.3
Less: Acc Depreciation 3,030.8 4,118.6 5,322.3 6,629.0
Net Block 6,272.5 6,184.7 5,981.0 5,924.2
Capital WIP 452.1 300.0 1,000.0 1,000.0
Total Fixed Assets 6,724.6 6,484.7 6,981.0 6,924.2
Investments 28,473.4 24,873.4 25,873.4 26,873.4
Inventory 2,500.0 3,220.2 3,179.1 3,382.6
Debtors 24,454.2 28,216.2 32,529.7 35,791.3
Loans and Advances 992.3 1,269.3 1,358.4 1,472.1
Other Current Assets 42,960.6 49,246.5 48,076.0 54,257.4
Cash 3,183.8 8,337.4 7,281.1 6,068.4
Total Current Assets 74,091.0 90,289.7 92,424.2 100,972.0
Creditors 31,097.1 36,278.7 37,329.2 41,756.6
Provisions 1,102.2 1,922.8 2,165.1 2,296.6
Total Current Liabilities 55,292.0 64,691.9 63,611.5 67,836.6
Net Current Assets 18,799.1 25,597.8 28,812.7 33,135.3
Others Assets 0.0 0.0 0.0 0.0
Application of Funds 60,318.1 63,919.9 69,097.4 74,816.7

ICICI Direct Research

Exhibit 15: Cash flow statement < crore

(Year-end March) FY18 FY19E FY20E FY21E
Profit after Tax 5387.1 6,677.9 7,410.2 8,484.8
Add: Depreciation 1,049.2 1,067.7 1,256.8 1,359.9
(Inc)/dec in Current Assets -11,325.5 -11,045.1 -3,190.9 -9,760.4
Inc/(dec) in CL and Provisions 10,187.8  9,399.9 -1,080.3 4,225.1
Others - - - -
CF from operating activities 5298.6 6,100.5 4,395.8 4,309.3
(Inc)/dec in Investments -114.6  3,600.0 -1,000.0 -1,000.0
(Inc)/dec in Fixed Assets -1,016.0 -774.7 -1,700.0 -1,250.0
Others 0.0 0.0 0.0 0.0
CF from investing activities -1,827.7 2,149.2 -3,194.4 -2,731.4
Issue/(Buy back) of Equity 93.7 0.0 0.0 0.0
Inc/(dec) in loan funds 0.0 0.0 0.0 0.0
Dividend paid & dividend tax -2,401.8 -2,996.7 -3,329.6 -3,662.6
Inc/(dec) in Sec. premium 44.1 50.0 50.0 50.0
Others 0.0 1.6 0.0 0.0
CF from financing activities -2,222.9 -3,096.1 -2,257.6 -2,790.6
Net Cash flow 1,248.0 5,153.6 -1,056.3 -1,212.7
Opening Cash 1,935.8  3,183.8 8,337.4 7,281.1
Closing Cash 3,183.8 8,337.4 7,281.1 6,068.4
Source: Company, ICICI Direct Research
Exhibit 17: Key ratios < crore
(Year-end March) FY18 FY19E  FY20E FY21E
Per share data (%)

EPS 38.8 48.1 53.4 61.2
Cash EPS 46.4 55.8 62.5 71.0
BV 354.4 382.9 413.5 449.5
DPS 14.1 18.0 20.0 22.0
Cash Per Share 22.9 60.1 52.5 43.7
Operating Ratios (%)

EBITDA Margin 9.9 9.8 10.2 10.2
PBT / Total Operating income 9.8 10.6 9.9 10.1
PAT Margin 1.2 1.7 1.6 7.8
Inventory days 10.4 12.0 12.0 11.0
Debtor days 119.9 118.4 122.0 120.0
Creditor days 152.4 152.2 140.0 140.0
Return Ratios (%)

RoE 11.0 12.6 12.9 13.6
RoCE 10.6 1.7 12.6 13.2
RolC 11.2 13.4 14.2 14.2
Valuation Ratios (x)

P/E 34.1 21.5 24.8 21.7
EV / EBITDA 25.8 21.8 18.9 17.0
EV / Net Sales 2.6 2.1 1.9 1.7
Market Cap / Sales 2.5 2.1 1.9 1.7
Price to Book Value 3.7 3.5 3.2 2.9
Solvency Ratios

Debt/EBITDA 1.4 1.2 1.1 1.1
Debt / Equity 0.2 0.2 0.2 0.2
Current Ratio 1.3 1.4 1.5 1.5
Quick Ratio 1.3 1.3 1.3 1.4

Source: Company, ICICI Direct Research
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Exhibit 18: ICICI Direct coverage universe (Capital Goods)

Company CMP M Cap EPS () P/E (x) RoCE (%) RoE (%)

R) TPR) Rating (X Cr) FY19E FY20E FY21E FY19E FY20E FY21E FY19E FY20E FY21E FY19E FY20E FY21E
L&T (LARTOU) 1325 1,680 Buy 183824 48.1 53.4 61.2 275 248 21.7 11.7 126 132 126 129 136
Bhel (BHEL) 62 60 Hold 22762 2.6 3.5 43 23.0 171 139 5.0 6.2 1.2 2.9 3.9 4.8
AlA Engineering (AIAENG) 1770 1,890 Buy 16695 522 63.9 746 320 26.1 224 194 215 225 144 158 165
KEC International (KECIN) 271 315  Hold 6967 19.2 234 27.3 149 122 105 257 256 256 20.6 20.7 20.2
Kalpataru Power(KALPOW) 453 550  Buy 6952 26.1 315 370 17.8 148 126 183 19.0 199 126 13.0 134
Greaves Cotton (GREAVE) 140 150 Hold 3419 6.9 8.4 9.3 21.2 175 158 26.2 282 30.1 182 19.7 21.1
Bharat Electronics (BHAELE) 89 110 Buy 26803 6.6 7.0 7.8 11.4 10.6 96 256 25.0 253 182 174 173
Engineers India (ENGIND) 106 110 Hold 7413 5.6 7.0 79 19.1 153 135 206 240 241 155 189 203
VaTech Wabag (VATWAB) 262 295 Hold 1493 209 255 36.7 13.2 10.8 75 16.6 19.3 22.8 9.4 102 13.2
Cochin Shipyard (COCSHI) 360 410 Buy 4,644 356 365 399 9.7 9.5 86 150 136 13.6 138 132 135
SKF (SKFIND) 1844 2,050 Hold 10810 64.5 748 857 305 263 230 239 242 242 159 16.1 16.0
Timken India (TIMIND) 533 640 Buy 4351 157 17.9 21.7 326 285 235 128 142 155 9.4 9.8 10.7
NRB Bearing (NRBBEA) 167 215 Buy 2084 95 11.9 137 196 156 136 23.0 244 243 21.1 226 223
Grindwell Norton (GRINOR) 581 625  Buy 6699 16.1 17.6 19.7 375 343 30.7 244 244 250 164 164 16.7

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ﬂlchl( irect.com 1 1
Investmaen uo Your Fingertips Bﬂz“)ﬂ EE"\' \
ICICI Securities Ltd. 75 S TARMINE ‘
ecu’ . Ejm stAward2012 A /
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Chirag Shah, PGDBM and Amit Anwani, MBA (Finance), Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that
above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies
mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a SEBI registered
Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank
and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr i p d herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this
report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or

use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in
all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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