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Market Outlook 

Global, domestic markets have recovered meaningfully post the interim low in September 2022 end primarily driven by easing inflation &

consequent moderation in pace of interest hikes by central banks. Growth oriented Union Budget 2023-24 amid no major tweaks in the capital

gain tax regime also kept domestic markets buoyant. The government proposes to spend a record | 10 lakh crore (3.3% of GDP) as capex in

FY24E (up 33% YoY) with tangible multiplier effect, which could potentially drive broad based economic growth. Encouragingly, the government

ensured that growth capex was bundled with path of fiscal consolidation. On the earnings side, Nifty EPS for the quarter came in at | 205/share,

an outperformance of ~5% vs. our expectations. It was up 11% QoQ, 8% YoY. Outperformance was witnessed across the auto, capital goods,

FMCG and pharmaceuticals space while the metals and oil & gas space underperformed. Management commentary was more upbeat on

domestic demand vs. exports given the global macroeconomic uncertainty. With progressive Union Budget, capex cycle revival and healthy

credit growth & asset quality in banking space, we retain our positive stance on domestic markets. We believe any dips should be used to build

a long term portfolio of quality companies that have lean balance sheets, are capital efficient in nature and possess growth longevity. We are

positive on sectors like Capital goods, Auto, Infrastructure and Banks.

F Y 21 F Y 22 F Y 23E F Y 24E F Y 25E

N ifty  E P S  (₹/s h a re ) 515 720 800 950 1090

G ro wth  (%  Y o Y ) 17.1% 39.7% 11.1% 18.7% 14.7%

E arn in g s  C AG R  o ver F Y 22-25E 14.8%

Averag e  F Y 24-25E  E P S 1,020   

P E  Mu ltip le 21x

N ifty  T a rg e t (u s in g  F Y 24-25E  ave rag e  E P S ) 21,500 

C o rres p o n d in g  S en s ex  T a rg e t 71,600 

R ev is ed  S en s ex  &  N ifty  T a rg e t (R o llin g  12 Mo n th s ' )

E a rn in g  E s tim ates
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Ambuja Cement (CMP: ₹ 362, TP: ₹ 500)

Ambuja Cement (Now Adani group conglomerate) is one of India’s largest cement player with capacity of 31.5 MT spread across North (35%),

South (24%), West (~20%), East (~21%) in India. The new management plans to increase consolidated capacity (including ACC capacity of

36.1 MT) to ~140MT in next 5 years (ie. at 16% CAGR). Over the past five years, the company has lost its market share to other large players

with no major new capacities coming in place during this period. With the aggressive new promoter, we now expect volume growth to get

ramped up, going ahead. Also, the group’s exposure into energy and logistics will help them to improve cost dynamics and gain supply chain

efficiencies. Overall, as per our rough estimates, we expect cost savings of | 300-350/tonne from the current run rate. Company continues to

have a strong balance sheet having debt free status.

Aditya Birla Fashion & Retail (CMP: ₹ 235, TP: ₹ 340)

ABFRL combines Madura’s portfolio of leading power brands (Allen Solly, Van Heusen, Louis Philippe and Peter England: 3200+ stores) with

Pantaloons’ forte of being the largest value fashion retailer (400+ stores). ABFRL has charted out growth strategies to become a ~US$2.8

billion entity (| 21000 crore) by FY26E, translating to 15% CAGR in FY20-26E. Multiple strategic initiatives like entry into footwear by acquiring

Reebok’s India operations, launch of premium menswear ethnic brand Tasva and setting up a separate platform to build a portfolio of D2C brands

to add value over the medium to long term. ABFRL has strengthened its balance sheet through recent equity infusion with net debt declining

sharply from | 2500 crore (in FY20) to ~| 340 crore. ABFRL with strong bouquet of brands is well placed to accelerate the pace of store

addition and revenue growth.

ICICI Direct Top Picks 
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Adani Ports (CMP - ₹ 612; Target Price - ₹ 800)

Adani Ports and Special Economic Zone (APSEZ) is the largest commercial port operator in India with 25% share of port cargo movement in

India. APSEZ has embarked on becoming India's largest integrated transport utility company by 2030 and is strengthening its capabilities in all

logistics segments (ports, CTO, warehousing, last mile delivery, ICDs, etc). Hence, it will be able to offer end to end service to its customers

thereby capturing higher wallet share and also making the cargo sticky in nature. Further DFC connectivity to Mundra is expected to provide

faster port evacuation, quicker transit time and would enable higher volume generation (due to modal shift from road to rail) for APSEZ. Adani

Ports is backed by strong FCF (5.3% FY24 FCF yield at CMP 612) generating assets (14 ports, 81 trains, 9 MMLPs, 1.4 million sq ft warehousing,

620 kms of rail tracks etc) with a 15%+ RoCE. Further it has a comfortable Debt/Equity ratio close to 1. We have valued APSEZ on SOTP basis

with a target price of | 800

IDFC First Bank (CMP- ₹ 56, Target Price: ₹ 70)

IDFC First Bank has been delivering well on its guidance across parameters. The bank is well ahead of its target with retail/commercial book at

Rs 1.1 lakh crore (~75% of funded asset) and CASA deposits at ~51.3% (earlier target of 30%). With balance sheet restructuring largely done,

pedalling growth with entry in new segment (digital, gold, personal loans and credit cards) is in focus. Rising retail mix, focus towards high yield

segment and replacement of high cost borrowings with relatively lower cost deposits to enable steady margin at ~6%. Improvement in GNPA at

3.18% coupled with adequate provision buffer on legacy infrastructure exposure provides confidence on credit cost remaining at ~1.5-1.7% in

FY23-24E. However, key variable to drive further improvement in return ratios is improvement in CI ratio from current 73.3% to targeted 55% in

FY25E. Thus, strong retail execution, steady credit cost and improving efficiency should drive RoE at 10-12% in FY24-25E and thus valuation.

ICICI Direct Top Picks 
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HDFC Bank (CMP – ₹1598, Target – ₹ 1920)

HDFC Bank’s focus on building of physical and digital capabilities is expected to aid customer acquisition and business growth ahead. Thus, we

expect advance growth at 18% CAGR in FY24-25E. Diversified asset mix, healthy liabilities franchise (CASA at 44%), relatively superior

efficiency (CI ratio below 40%) and prudent under-writing is seen to keep RoA strong at ~2% ahead. Merger with parent (HDFC Ltd), expected to

get complete in Q1FY24, to induce long term benefit; however, liabilities accretion should remain in focus in medium term. At current price,

stock is available at 2.4x FY25E ABV which remains attractive. Near term volatility in stock price owing to uncertainty related to regulatory

approvals offers investment opportunity.

Hindustan Aeronautics (CMP: ₹ 2680, TP: ₹ 3300)

Order backlog at ~| 84000 crore (3.2x TTM revenues) gives strong revenue visibility. Deliveries of Tejas MK1A will start from FY24E end which

will give a major boost to earnings from FY25E onwards. Moreover, about | 55000 crore worth of contracts are in pipeline as per the

management, which are expected in the next 1-1.5 years. This include large scale orders in Helicopters (LCH, LUH and ALH), transport aircrafts,

unmanned ariel vehicles, aircraft engines etc. Tejas MK2 prototype is also expected this year which will also be a large scale contract for HAL

considering the IAF’s requirement of 6 squadrons in medium weight fighters. Overall, HAL looks well placed in terms of rising indigenisation,

pick-up in execution and strong visibility of order inflows.

ICICI Direct Top Picks 
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KSB (CMP: ₹ 1939, TP: ₹ 2390)

KSB is well placed to benefit from the growing demand for pumps and valves in major sectors like industrials, oil & gas, energy, construction,

water and wastewater. The company continues to focus on expanding the product offerings and identifying emerging opportunities in Railways

(Vande Bharat & Freight locomotives). Acquisition of technology from Bharat Pumps and Compressors would help KSB to increase its share of

services & spares revenue in the coming period. Revenue is expected to grow ~18% CAGR over CY22-24E led by strong demand for standard

pumps in Industrials segment with timely execution of NPCIL orders. With positive operating leverage expected to kick-in, EBITDA and PAT

expected to grow at 22.1% and 21.6% CAGR over the same period.

Action Construction (CMP: ₹ 362, TP: ₹ 435)

ACE continues to tread on its growth path led by strong demand for its products like cranes, construction equipments and material handling

equipments. Management’s guidance remains strong at 15-20% growth in revenues for the next 2 years with improvement in margin levels led

by softening commodity prices, positive operating leverage and backward integration. With expansion in capacities in crane & material handling

segment, expanding product portfolio in electric cranes, increasing focus on exports, we believe that the company stands strong in capturing the

growth from broad uptick in private capex.
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Techno Electric & Engineering – (CMP ₹ 317, Target ₹ 500)

Techno Electric Engineering Company (TEEC) is one of the leading power-infrastructure companies engaged in three primary business segments;

EPC (construction), renewable power generation (wind power) and public-private partnership (PPP) projects in transmission & distribution (T&D).

EPC Business: Contributed ~92% to FY22 revenue, generated excellent RoCE of 50-75% over the past five years. PPP projects business: It is

present in BOOT/BOOM transmission projects in PPP mode. Entry into data centre, smart meters and FGD market and becoming significant EPC

player that improves revenue visibility over the next few years. Company has healthy balance sheet and cash balance of | 1200 crore. Recently

company sold its wind power assets, it is in line with the company’s strategy to exit from non-core businesses and keep focusing on expanding

their international presence and becoming a significant EPC player. Current order book is at | 4000 crores and For FY24, the management

indicated | 5000 crore order bids pipeline and expects order momentum to continue across FGD, T&D and smart metering. The company

expects to bag another | 1000 crore order in Q4YF23E that gives medium term revenue visibility. We expect revenue, EBITDA to grow at CAGR

of ~39.8%, 13.1%, respectively, in FY23-25E, and value TEEC at | 500 i.e. 19x PE on FY25E.
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ANALYST CERTIFICATION

I/We, Pankaj 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 is Sebi registered

stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate

agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst 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 such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed 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.
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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 or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the

past twelve months.

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 and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other

material conflict of interest 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.


