


Company Sector CMP Target % Upside Time Horizon 

Hero MotoCorp Automobiles 3410 4000 17 9-12 Months 

Tata Motor Automobiles 545 700 28 9-12 Months 

ITC FMCG - Cigaretts 239 300 26 9-12 Months 

L&T Infrastructure 1460 1770 21 9-12 Months 

AIA Engineering Engineering 1276 1520 19 9-12 Months 

PI Ind Pesticides & Agrochem 815 1000 23 9-12 Months 

SKF Ind Bearings 1415 1750 24 9-12 Months 

GSFC Fertilisers 91 130 43 9-12 Months 

Orient Refractories Refractories 110 150 36 9-12 Months 

Caroborundun Uni. Abrasives 281 350 25 9-12 Months 



Company Rec. Price CMP Target Status Rec. (%) Return (%)(Close) 

TVS Motor Company Ltd. 265 390 324 Tgt Hit 22 47 

PVR Ltd. 785 1200 1005 Tgt Hit 28 53 

Hindustan Unilever Ltd. 800 850 1010 Almost Hit 26 6 

Asian Paints Ltd. 800 1210 1015 Tgt Hit 27 51 

Tech Mahindra Ltd 530 421 680 - 28 -21 

Vardhman Textiles Ltd. 712 1065 900 Tgt Hit 26 50 

Bajaj Finserv Ltd. 1905 3188 2290 Tgt Hit 20 67 

Axis Bank Ltd. 465 519 550 Tgt Hit 18 12 

LIC Housing Finance Ltd 458 592 575 Tgt Hit 26 29 

Zee Ent. Enterprises Ltd 400 531 500 Tgt Hit 25 33 

Total (%) - - - - - 33 

Nifty 7955 8520 - - - 7 



A fortnight back the newly headed RBI Governor Mr. Urjit Patel cut the repo rate 
by 0.25 basis points to 6.25% from 6.50%, this was the much needed trigger for 
the economy and the markets. Recently with global sell-off, markets have seen 
some correction. Investors in emerging markets, including India are worried that 
once the Fed starts raising interest rates, it will pull liquidity from emerging 
markets and redirect it to developed economies.  
India is undoubtedly best placed among emerging markets and going forward, 
structural & steady reforms of Modi government will eventually lead the market 
towards a new high. At this point of time the best strategy is to stick with 
companies which are clean on balance sheet, pledge free and cash generating. 
Hence an uncertain and volatile market becomes a buying opportunity to pick 
high potential undervalued stocks. 
 



Hero MotoCorp Limited is a two-wheeler manufacturer. The Company manufactures 

and sells motorized two wheelers up to 350 cubic centimeters (cc) engine capacity, 

spare parts and related services. 

Key Takeways: 

• Hero MotoCorp reported an 11.24 percent (606744 units) increase in sales at 

6,74,961 units in September. This is the highest-ever sales  recorded by the 

company in September 2016, 

• Motorcycles continue to dominate India’s two-wheeler industry with a lion’s 

share of 65.0%.  We expects a growth in this segment in upcoming years. 

• In the short-term, domestic consumption of two-wheelers is expected to be 

primarily driven by two factors: a) recovery in rural demand led by anticipated 

good monsoon in the year; and b) implementation of 7th Pay Commission 

recommendations; and One Rank One Pension (OROP), enhancing spending of 

government employees.  

Outlook:  

Company’s Large proportion of sales is expected to emerge from rural India, based 

on increasing rural market penetration; new households will enter the addressable 

income segment. Rural sales will continue to drive the growth of entry and deluxe 

segment two-wheelers . 

During FY 2015-16, the Company exported 210,409 units, compared to 200,140 

units in FY 2014-15, a 5.1% growth in sales volumes. In the motorcycle segment 

(export), the Company’s sales grew by 10.4% from 120,184 units in FY 2014-15 to 

132,732 units in FY 2015-16. During FY 2015-16, Hero MotoCorp’s first overseas 

manufacturing facility in Villa Rica near Cali in Colombia became operational. 

Considering Seventh Pay Commission and OROP by government of India also the 

growing market in foreign countries, we expected to see a good margins and volume 

growth in the company. Hence , we recommend to buy the HeroMoto at CMP (Rs 

3410) for the target of Rs 4000, time horizon should be 9-12 months. 



Tata Motors Limited is an automobile company. The Company is engaged in 
manufacture of motor vehicles. The Company is engaged mainly in the business of 
automobile products consisting of all types of commercial and passenger vehicles, 
including financing of the vehicles sold by the Company. 

Key Takeways: 

• Automotive operations is the Company's most significant segment, accounting 
for 99.5% of its total revenues in Fiscal 2016 and 2015. Revenue from 
automotive operations before inter-segment eliminations increased by 4.7% to 
Rs 274,138.50 crores in Fiscal 2016 as compared to Rs 261,839.73 crores in 
Fiscal 2015. 

• The Company's capital expenditures were R32,024.42 crores and R 34,889.61 
crores for Fiscal 2016 and 2015, respectively, and the Company currently plans 
to invest approximately Rs 398 billion in Fiscal 2017 in new products and 
technologies. The Company intends to continue to invest in new products and 
technologies to meet consumer and regulatory requirements.  

• The company also expects positive growth in the buses and the LCV segments 
in this year. In the M&HCV business, the company will expand the Prima LX 
and Signa range. In LCV range, the company will expand further the ultra-range 
and small commercial vehicles and pickups will have refreshes in variants to 
further complement the Ace and Super Ace. 

Outlook:  

Company’s management continues to expect growth momentum for the full year in 
MHCV industry. It may be somewhat uneven but expect the growth to be there for 
the full year manly triggered by post good monsoon demand, continued replacement 
demand and fleet expansion and towards the later part of the year, a certain amount 
of pre-buying before the BS4 adoption in the country. In defence orders, the 
company received more than 1,200 vehicle order recently in the last three to six 
months. Those supplies are continuing, and the company is already in discussions on 
further orders which are in the pipeline.  

Earnings per share (EPS) of the company for FY17E and FY18E seen at Rs 38 and 
Rs 42 respectively. Hence the scrip can be bought at CMP for the target of Rs 700. 

 

 



ITC Limited is engaged in the marketing of fast moving consumer goods (FMGC). 
The Company operates through four segments: FMCG; Hotels; Paperboards, Paper 
and Packaging, and Agri Business.  

Key Takeways: 

• The Company has delivered steady performance during the quarter despite a 
challenging operating environment marked by continuing  pressure on legal 
Cigarette industry volumes and persistently sluggish demand  conditions 
prevailing in the FMCG industry in Q1FY17. 

• In the past five years, ITC's assets have grown 72 per cent to ~24,000crore in 
tandem with its growth plans. ITC's gross block of assets as of March 2016 
stood at ~24,338 crore compared to ~14,099 crore as of March 2011; net fixed 
assets have grown from ~9,678 crore to ~16,700 crore.  

• ITC aspires to be the No 1 player in the non-cigarette FMCG business and the 
firm eyes ~1-lakhcrore annual revenue from the segment by 2030. Multiple 
projects with an investment outlay of ~25,000 crore are underway. In the next 
three years, 20 manufacturing hubs will be set up across the country. 

• It's not only the non-cigarette FMCG business that is expanding,  ITC has been 
investing in its hotels business - approximately 30 percent of netfixed assets. 

Outlook:  

ITC is hoping to cross ~10,000 crore annual revenue in its food business in the next 

18-24 months, It was ~7,200 crore in FY16, now the second largest business within 

ITC, with contribution of nearly 18 percent. Last year, it added juices, ghee and 

later expanded into dairy whitener and premium chocolates. They had forayed into 

a premium segment in the chocolate space, where no other brand exits. The 

country's chocolate market is around ~7,000crore and growing at ~10-12 per cent 

yearly. 

EPS of the company for year FY2017 is seen at Rs 14.20, hence the scrip can be 

bought at CMP (Rs 239) for the target of Rs 300. Time horizon should be 9-12  

months.  



Larsen & Toubro Ltd (L&T) is a technology, engineering, construction and manufacturing 

company. The company is one of the largest and most respected companies in India's 

private sector. The company operates in three segments Engineering & Construction 

Segment, Electrical & Electronics segment, Machinery & Industrial Products, and others. 

Key Takeways: 

• For June 2016 quarter L&T recorded consolidated Gross Revenue of Rs 21874 crore, 

up 9.1%. The International revenue stood at Rs 7622 crore and constituted 35% of the 

total revenue. Revenue growth was driven by infrastructure, power and services 

segments. 

• Consolidated Order Book of the group stood at Rs 257427 crore as on June 2016, up 

8% on a YoY basis. International Order Book constituted 29% of the total Order Book  

• Metro rail projects in India are booming rapidly, especially in Tier 2 cities. This has 

influenced the strategic outlook towards the business resulting in enhanced focus 

towards underground metro projects. The Chennai Elevated Metro, the Delhi - 

Badarpur to Faridabad Corridor and the Hyderabad Metro Stage 2 have been 

successfully handed over. Riyadh and Doha Metro projects which are being operated 

with a JV structure are progressing reasonably. 

Outlook:  

On the domestic front, the Union Budget 2016 indicated a positive outlook towards the 

Infrastructure sector. The budget included the formation of a National Investment and 

Infrastructure Fund with an annual allocation of USD 3.25 bn.  

The thrust of the Government of India on Defence spending continues and there is an 

expectation that prospects will materialise.  

The business is confident of achieving the revenue targets for 2016-17 backed by a strong 

order book. The business is resilient on efficiency and cost control which remain key 

drivers of profit and performance. 

With signs of a recovery in the Roads sector, new projects are being awarded. On the 

domestic front, the prospects for pipeline looks bright. After considering all these we 

recommend to buy L&T at CMP (Rs 1460) for the target price of Rs 1770. Time horizon 

should be 9-12 months. 



AIA Engineering Limited (AIAE) manufactures and markets a wide range of High 

Chromium consumable wear parts (mill internals) which are used in the process of 

crushing/grinding in the Cement, Mining, Thermal Power and Aggregate Industries. These 

are core industries from an economic stand-point and are the basic drivers off 

infrastructural development. 

Key Takeways: 

• The Company primarily operates in only one segment i.e. manufacturing of High 

Chrome Mill Internals. In fiscal year 2015-16, 31.11% of its total sales came from 

India while balance 68.89% came from sales outside India. 

• The Company’s effective capacity reached 340,000 Metric Tonnes after successful 

commission of Kerala GIDC brownfield expansion project during 2015-16.  

• Company is on track for the purpose of implementing second phase of capital 

expenditure plan at GIDC Kerala involving augmentation of the total capacity by 

further 100,000 MT, which is expected to be commissioned by October 2017 which 

will take the total installed capacity to 440,000 MT. 

Outlook:  

AIAE is the second largest high-chrome casting producer in the world interms of capacity 

and manufactures grinding media, liners and diaphragms, collectively known as mill 

internals. These are used for crushing in the cement, power utility. Half of AIA's volumes 

are from iron ore, platinum, gold and copper miners and over three-fourth are from exports 

(spread over 120 nations) and reports suggest these industries areat the cusp of 

replacement driven capex. ining sectors. 

This will help AIA optimise production capacity of 340,000 tonnes and eventually help 

absorb the additional 120,000 tonnes of production facilities that will come on stream in 

the next three years. With this, AIA has the potential to become the world's largest player 

in high-chrome products. With June quarter (Q1) consolidated margins at 35.6 per cent, 

apickup in revenues will drive earnings. AIA has provided guidance for 14per cent volume 

growth in FY17. 

EPS of the company for year FY2017 is seen at Rs 51.72, hence the scrip can be bought at 

CMP (Rs 1276) for the target of Rs 1520. Time horizon should be 9-12  months. 



P I Industries manufactures pesticides and insecticides. The company is also 
engaged in other segments such as minerals, metering and allied products. The 
Company has established a very strong manufacturing footprint and has three 
facilitiesin the state of Gujarat spread over 100 acres of land. 5 Multi-purpose 
plants and 3 Formulation units at Panoli caters to the requirements of both their 
local and global customers. 

Key Takeways: 

• The company has launched •eLegacee•f, a new herbicide available in key 
markets and has seen a healthy initial response from farmers. This herbicide 
has been launched in a co•]marketing arrangement with Bayer Cropscience. 
Management intends to launch 1 more new product in FY17..   

• Management is optimistic on global and domestic agrochemical industry in 
FY17 following good monsoon in key domestic markets and traction in 
exports. However, high channel inventory remains a concern in near term. 
Management is optimistic for next quarter and confident about its growth 
prospects, led by judicious product mix and focus on developing innovative 
products. 

• The company has maintained its FY17 growth guidance of 18•-20%. CSM 
business is likely to grow at 18•-20% YoY in FY17. PI has guided for 100•-150 
bps YoY jump in EBITDA margin in FY17. 

• The company has guided for low tax rate of 22•-23% (earlier 24-]25%) for 
FY17 on account of tax benefits arising from higher contribution from the SEZ 
units. This could boost margins of the company in upcoming year. 

Outlook:  

The Indian agrochemicals is estimated to grow by 12% every year to reach $7.5 
billion by FY19 with half of it as exports. Exports are expected to grow at a faster 
rate of 16% to reach $4.2 billion while domestic market is estimated to grow at 8% 
to reach $3.3 billion by FY19. 

EPS for the company for FY17 is seen at Rs 27, hence scrip can be bought at CMP 
(Rs 815) for target of Rs 1000. Time horizon should be 9-12 months. 

 



SKF India is a part of the SKF Group, the leading global supplier of rolling bearing 

and seals. Along with a varied range of products it also offers extensive solutions and 

services in this area. The Company's business units include Automotive, Electrical & 

Two-wheeler, Service, Industrial and Textile Machinery Component. 

Key Takeways: 

• On the performance front, company’s latest quarter results (June’16) are as per 

our expectations. The reported net profit was up by almost 30% to Rs 60.40Cr. 

And sales was up by 7.35% to Rs 685.58Cr. 

• Lower other expenditure along with lower raw material prices helped in 

improving the margins to around 12.8% in June'16 quarter. Although there was 

some increase in raw material prices seen compared to Mar'16 quarter, overall 

as per the management, raw material pricing scenario was very comfortable. 

Overall, management expects the cost cutting benefits and improved product 

mix will drive margins going forward. 

• Supplies of freight bearings to the much awaited Railway segment has started 

from June'16 quarter. The management is optimistic on growth of railway 

segment going forward because of projects like Dedicated Freight Corridor 

(DFC) project and expansion of metro rail network in a number of cities. 

Outlook:  

The scope in supplies of freight bearings to railway sector segment in value terms is 

going to widen going forward, not only on account of increase in the volume of 

existing products but also on account of new products and technologies introduced. 

The company has planned Capex of around Rs 50 crore for new product line which 

takes in operation in H1 FY'17. The company can increase the capacity utilization 

with minimal capex. 

The EPS (Earning per share) for FY17 and FY18 is seen at Rs 55.7 and Rs 61 

respectively. Hence, SKF can be bought at CMP (Rs 1415) for the target of Rs 1750. 



Gujarat State Fertilizers & Chemicals Limited is engaged in the development of 
crop nutrition solutions. The Company operates through two business segments: 
Fertilizer Products and Industrial Products. The Company is also engaged in the 
business of trading pesticides, zinc sulfate, magnesium sulfate and muriate of 
potash, among others. It offers sulphuric acid, phosphoric acid, monomer, pellets 
and sheets, among others 

Key Takeways: 

• In spite of bad performance of monsoon in 2015, contribution of home state 
of Gujarat (primary market) in aggregate fertilizer sales of the company has 
been maintained at 47%, marginally lower by 2% over last year. 

• GSFC's Sales Turnover for the Year ended March 31, 2016 was Rs.6163 
Crores which is higher by 16% as against Rs.5325 Crores as on March 31, 
2015. The Fertilizer Sales was Rs.4380 Crores as against Rs.3288 in the 
previous year while for the Industrial Product Segment, Company has 
registered a net sales of Rs.1783 Crores as against Rs.2036 Crores in the 
previous year. 

• The company has estimated Capex for FY17 is Rs 500 crore with similar 
capex planned in FY18 . 

• Also ongoing capex of Rs 900 crore in Melamine is likely to be completed 
over next two years while Nylon 6 and Water Soluble fertiliser (WSF) with 
investment of Rs 500 crore to start benefitting from Q3 FY17 onwards.  

Outlook:  

During 2015-16, Government of India has taken various policy reforms for 
fertilizer sector. New Urea Policy, 2015 and Gas pooling for Urea production with 
an objective to promote energy efficiency and bringing rationalization of gas 
pricing mechanism. The present government aims to double farmers’ income by 
2022. 

The EPS (Earning per share) for FY17 and FY18 is seen at Rs 11.66 and Rs 13.90 
respectively. Hence, GSFC can be bought at CMP (Rs 91) for the target of  Rs 130. 
Time horizon should be 9-12 months. 



Orient Refractories Limited (ORL) is a globally operating supplier of refractory 
products, systems and services for steel industries. ORL is a market leader in India 
and has global presence. ORL is a global partner for over 500 customers in India 
and across the world. The  Company exports a fair share of its output to various 
overseas customers. The major export customers are based in Europe, Middle East 
and South East Asia. 

Key Takeways: 

• On the performance front, the company’s latest quarter (June’16) performance 
was as per our expectations. The sales of the OFL has been rose by almost 
19% on QoQ basis. Similarly, PAT level has posted a growth of 45% on QoQ. 

• ORL customers include large domestic integrated steel producers and mini 
steel plants that include Steel Authority of India, Mukund Steel, Tata Iron and 
Steel Company, RINL – Vizag, Sunflag Iron, Lloyd Steel, Usha Martin and 
the Jindal Group.  

• The emphasis on making India into a global manufacturing hub (Make in 
India initiative) with aim to increase the manufacturing sector contribution to 
GDP, with the expectations of good monsoons and expected GDP growth of 
7.8%, the outlook of steel industry is good and expecting a growth rate of 7 to 
8% in financial year 2016-17. 

Outlook:  

New tax reforms through GST ( Goods and Service Tax ) bill will most likely to be 
introduced this year , which is a major tax reform policy and will ease doing 
business in India. This will help in economic growth of India. ORL is also working 
on optimizing the plant structure resulting in control over inventory and serving 
customers effectively and efficiently at low cost. ORL focusses on the 
development of solutions that are tailored to customers & trends. In 2013, after 
acquisition of 69.62% shares by RHI, AG, Austria, ORL is setting new standards 
through continuous and innovative processes 

The EPS (Earning per share) for FY17 is seen at Rs 6.34. Hence, ORL can be 
bought at CMP (Rs 110) for the target of  Rs 150. Time horizon should be 9-12 
months. 



Carborundum Universal Ltd is a largest high alumina ceramic manufacturing 
company in India. They are an industrial ceramic material-based products and 
service provider, with operations spread across three business segments namely 
Abrasives, Ceramics and Electrominerals. They pioneered the manufacture of 
coated and bonded abrasives in India. 

Key Takeways: 

• Abrasives demand remained strong in domestic market. No price increase in 
Abrasives was seen in FY'16 and almost entire growth of around 9% is from 
volumes and better product mix. 

• For Abrasives about 75% business comes from Indian operations. Abrasive 
growth generally is around 1.5 times the GDP of the company. Overall, the 
basic consumption growth continue to happen, so Abrasives will continue 
growth. 

• Of the total consolidated sales, about 24% business comes from Russia and 
EU, around 7% from US, around 6% from Middle East and Africa, 10% from 
SEA and Australia and rest around 53% from Indian Operations  

• The company did a capex of around Rs 160 crore in FY'16 and around Rs 27 
crore in June'16 quarter. Management expects to end the year with capex of 
around Rs 130 crore which includes capex of around Rs 50 crore towards 
shifting of facility from Russia to India.  

• Also the board has approved the plan to invest around Rs 125 crore in Hydro 
electric project. This is a 21 MW project which will take around 3-4 years to 
commercialize and will generate around 65 M units of power when fully 
operational. This will meet company's 75% of total power requirements  

Outlook:  

Going forward, given the lower base of FY'16, management expects FY'17 to do 
well and to improve further. As per the management, FY'17 will be a strong base 
year, for future growth once the shifting of capacities gets complete and the 
capacities stabilizes. Management expects the ROC to go back to the level of 2012 
of more than 20% in next 2-3 years.  

The EPS (Earning per share) for FY17 is seen at Rs 9.52. Hence, scrip can be 
bought at CMP (Rs 281) for the target of  Rs 350. Time horizon should be 9-12 
months. 
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