@ ICICI Direct

Research

Muhurat Picks



Muhurat Pick — 2024 October 24, 2024

Dear customers,
Wishing you all a Happy and Prosperous Diwali!

Indian equity, have faced some jitters in last 1 month, amid the heavy Fll selling of close to X 1 lakh crore amid
escalated geopolitical tensions and talks of incremental flows into China given the stimulus. Nonetheless, Positive
catalysts such as a) robust corporate earnings (likely to grow at 14% CAGR over FY24-26) and b) Favorable growth-
Inflation dynamics of India (~6-7% sustainable GDP growth with comfortable inflation of sub ~5%), continues to
present Indian equity as superior proposition in this global backdrop.

Our one year forward, Nifty target is at 27500 (22x FY26 EPS) with sectoral preference towards Capital Goods/Infra,
Private Banks (and AMCs) and select Auto, IT and Pharma pack.

Keeping the key filter of quality and growth visibility, we continue to see reasonable opportunities across the market
spectrum. Investors are advised to utilize equities as a key asset class for long term wealth generation by investing in
quality companies with strong earnings growth and visibility, stable cash flows, RoE and RoCE.

Buying cvp  Target Potential et Cap P/E(x) ROCE (%) ROE (%)

Company Range Price Upside

3 3 3 % XCrore  FY25E  FY26E  FY25E  FY26E  FY25E  FY26E
Sansera Engineering 1,490-1,590 1,580 2,000 27% 9,754 34.4 25.7 116 13.9 9.9 11.8
PCBL 435-470 447 600 34% 16,884 32.1 22.5 137 16.5 14.0 17.7
NCC 275-300 286 400 40% 17,947 17.9 13.2 22.0 25.8 133 15.6
Tech Mahindra 1,680-1,750 1,735 2,000 15%  1,69,783 36.4 25.0 18.2 25.1 15.1 21.3
Tata Power 410-450 437 530 21%  1,39,445 33.3 28.8 9.5 9.7 125 12.9
NATCO Pharma 1,300-1,390 1,347 1,680 25% 24,123 135 15.5 29.9 22.8 24.4 17.8
HDFC AMC 4,385-4,580 4,435 5,500 24% 94,731 40.0 34.3 30.9 32.8 33.5 35.9
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Sansera Engineering (SANEN) Buying Range (X 1,490-1,590)

Sansera Engineering is a leading auto component manufacturer of
precision forged components (engine, non-engine) for end application in
primarily auto domain. Its portfolio also includes forged components in
Auto Tech agnostic domain, drive train components in EV domain and
structured parts in non-auto space (Aerospace, Defence, Off-Road, etc.).

Sansera realizes 76% of its sales from Auto-ICE segment (scooter
segment exposure at 6%) while it realizes rest ~12% of sales each from
Auto Tech Agnostic & EV segment and non-auto segment. With higher
ICE exposure, SEL is actively working on de-risking itself with a goal to
reduce auto-ICE share of sales to 60% while augmenting share of tech
agnostic-auto and non-auto share of sales to 20% each in coming years.

Sansera has seen a notable rise in revenues from international markets,
with exports share in total revenue up from ~22% in FY23 to ~25% as of
FY24. Significantly, global constitutes ~63% of its pending orderbook as
of Q1FY25 (peak annual revenue of 1,700 crore, realizable in ~3 years).
With established capabilities & capacities in place, SEL is well
transforming itself to be a precision engineering company on global scale

With fresh capital infused, new tie-ups in non-auto space including
plans for new greenfield facility, we bake in 18.5% revenue CAGR over
FY24-27E. We have a positive view on Sansera and assign BUY
rating on the stock with a target price of X2,000 i.e. 28x PE on FY26-
27E avg EPS. Risk: 1) Slower than expected sales growth due to

PCBL Ltd. (PHICAR)

Buying Range (X 435-470)

® PCBL Ltd is the leading manufacturer of carbon black, which is used as a

reinforcing material in tyres. PCBL also derives ~11% of sales volume from
specialty carbon black, which finds application in paints, plastics, etc.

PCBL, has recently commissioned its new carbon black plant in Tamil
Nadu with a nameplate capacity of ~1.5 lakh tonnes. Initially it expected
to fully utilize this plant by FY26E end, however given the opportunity in
the export markets, it now expects to hit peak utilisation levels in FY25E
itself. Sensing further opportunity, it is now executing a brownfield
expansion at this site & even discussing upon new greenfield plant, which
shall ensure healthy double digit volume growth over the next few years.

PCBL has, over years, with indigenous R&D developed grades in specialty
carbon black domain, which is a high margin product (typically ~3-4x
normal trye grade CB). Specialty grade carbon black volumes are slated to
grow at a CAGR of 14% (higher than base business) over FY24-27E.

PCBL’'s management in the recent analyst meet outlined its vision wherein
Sales/EBITDA/PAT is expected to be 3x/4x/5x respectively over FY24-29E.
RoE improvement is seen improving from 15% (FY24) to 25% (FY29E).

We have positive view on PCBL and assign BUY rating amid (i)
profitable organic growth at its base carbon black business (ii) turnaround
in sight at Aquapharm (iii) big opportunity in sight in Nano Silica. We
expect Sales/PAT at PCBL to grow at a CAGR of 21%/27% over FY24-
27E. We value PCBL at X600 i.e. 26x P/E on FY26-27E avg. EPS. Risk: (i)

geopollt_lcal_ 1ssues offectmg exports 2) Margins Pressure  due to delay in expansion plans (i) pressure on margins amid rise in competition

fluctuation in commodity cost

Particulars (X crore) Fr2a  FY25E  FY26E  Fr2ze o 'cor CAGR Particulars (X crore) FY24  FY25E  FY26E  Fy27E o Year CAGR
(FY24-FY27E) (FY24-FY27E)

Net Sales 2,811.4 3,239.2 3,834.2 4,682.9 18.5% Net Sales 6,419.8 8,835.4 10,1745 11,371.0 21.0%

EBITDA 479.8 565.2 709.3 913.2 23.9% EBITDA 1,037.4 1,516.0 1,839.0 2,115.0 26.8%

EBITDA Margin (%) 171 17.5 18.5 19.5 EBITDA Margin (%) 16.2 17.2 18.1 18.6

Net Profit 185.7 276.3 370.3 501.7 39.3% Net Profit 490.9 563.5 803.7 1,017.1 27.5%

EPS (R) 34.6 45.0 60.4 81.8 33.2% EPS () 13.0 14.3 20.4 25.8

P/E (x) 44.7 34.4 25.7 19.0 P/E (x) 35.4 32.1 22.5 17.8

RONW (%) 13.8 9.9 11.8 13.9 RoNW (%) 15.1 14.0 17.7 19.6

RoCE (%) 14.0 11.6 13.9 16.8 RoCE (%) 10.2 13.7 16.5 18.6
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NCC Ltd. (NAGCON) Buying Range (X 275-300)
e NCC is a leading construction company with presence across varied

verticals such as buildings, roads, water, mining etc. Standalone order-
book is at X47625 crore, 2.5x TTM book to bill.

e NCC has indicated that, apart from overall opportunity, it expects
improved order inflows prospects from Andhra Pradesh and Bihar, given
the budget allocations. It has guided for an order booking of about
20,000 to 22,000 crore, excluding any order inflows from AP.

e The company’s topline growth guidance is at 15% for FY25, albeit
accelerated inflows could drive upgrade of the same going ahead, in our
view. Given the robust orderbook, we expect healthy revenue CAGR of
15.6% over FY24-27E to X28,275 crore.

e The EBITDA margin guidance is 9.5-10% amidst the competitive bidding
scenario, and with company focusing on revenue growth momentum in
FY25 over margins. We bake in EBITDA margins at 9.5%/10.3%/10.5%
in FY25/FY26 vs. 9% in FY24.

e Healthy Topline growth along with stable finance costs is likely to drive
25.9% earnings CAGR over FY24-27E. The strong earnings momentum
will translate into return ratios improvement, with ROE’s likely to expand
to 16.2% in FY27 vs. 12.3% in FY24. Given the strong order book
visibility and improving balance sheet strength, it is poised for healthy
growth ahead. We Value NCC at X400, at 18x FY26 P/E.

e Key risks: lower than expected order inflows, heightened competitive

Tech Mahindra (TECMAH)

Buying Range (X 1,680-1,750)

e Tech Mahindra (TechM) has over 1.45 lakh+ employees across 90 countries

serving 1000+ clients with higher exposure in communications sector (33%
of revenues). Apart from communication, the company caters to BFSI,
manufacturing. Healthcare, hi-tech & media & retail sectors.

For FY27 the new management has outlined a vision of i) Industry leading
topline growth, ii) improved EBIT margins of 15% from 6.1% in FY24 (with
incremental savings of ~US$ 250mn/year from Project Fortius), iii) achieve
RoCE >30% & iv) return >85% FCF via dividends & buybacks.

Notably, accounts over US$20 mn are experiencing accelerated growth
(1.5x overall growth) aided by the Turbocharge program, while it is working
on building its large deal capabilities and reducing the percentage of
subcontracting revenue while investing in new talent and training to expand
margins. The focus remains on margin expansion, even if it means
deprioritizing large deals which another step in the right direction.

We believe, the company’'s US$ revenue will grow at CAGR of 6.7%
between FY24-27E, but operating profit growth is likely to outpace with
EBIT margin improving from 6.1% in FY24 to 14.5% in FY27E, implying a
CAGR of 43.6% over FY24-27E.

We have valued the company at 25x P/E on FY27E EPS to assign a
target price of X2,000.

Key Risks: a) Continued weakness in Top 5 telecom heavy clients; b) Lower
than expected margin expansion under Project Fortius

i ity i i ins. AGR
intensity impacting margins 5 cac & crore) Fy24 FY25E FY26E FY27E 3 yt:zrs4C27GE
(X crore) FY24 FY25E FY26E Fy27E | Years CAGR ( )
(FY24-27E) Net sales 51,996 53,885 58,788 64,343 7.4
0,
Net Sales 18,314 21,053 24,429 28,275 16% EBIT 3147 5071 7912 5330 436
EBITDA 1,648 2,000 2,504 2,955 21% -
EBIT Margin (%) 6.1 9.4 13.5 14.5
EBITDA Margin (%) 9.0 9.5 10.3 10.5
: Net Profit 2,358 4,119 6,003 7,078 44.3
Adj. PAT 837 1,019 1,384 1,672 26%
Adj. EPS (%) 10.1 16.2 22.0 26.6 EPS®) 26.7 46.5 67.9 80.3
P/E (x) 288 17.9 13.2 10.9 P/E 63.6 36.4 25.0 21.1
RoNW (%) 12.3 13.3 15.6 16.2 RoNW (%) 8.8 15.1 21.3 22.4
ROCE (%) 20.1 22.0 25.8 26.3 RoCE (%) 12.6 18.2 25.1 26.8
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Tata Power (TATPOW) Buying Range (%410-450)

+ Tata Power is one of India's leading integrated players in the energy landscape,
with a robust footprint in generation, renewables, transmission, distribution, and
cutting-edge energy solution. The company boasts 10183 MW of conventional
capacity (Thermal & Hydro), 4524 MW of renewable capacity. It also has
presence in T&D space with Mumbai, Delhi, Ajmer and Odisha circles under its
command. The company is also active in the Solar EPC space and is further
backward integrating by putting up 4.3 GW of solar cell and manufacturing
capacity (partially commissioned).

» The company is well on track to reach an installed capacity of 15 GW through a
diverse mix of solar, wind and pumped hydro storage. The company has signed
a MoU with the Government of Maharashtra to develop two large PSPs with a
combined capacity of 2,800 MW. Over the last two years, it has increased its
under-construction portfolio to 5500 MW, thereby giving strong confidence that
the company is on track to achieve its stated goal of renewable capacity
addition target.

* Tata Power also has 13% market share in existing rooftop market. India is
revamping the policies to give a boost to solar rooftop segment with higher
subsidy and 40GW target over the next couple of years; we expect Tata Power
to benefit from this opportunity.

* We believe Tata Power as attractive opportunity to play the entire power value
chain in India and coupled with the strong renewable capacity addition targets.
We value it on SoTP basis and arrive at a fair value of X 530 per share. Key
Risks: a)Slower capacity renewables addition b) Change in regulations

Particulars (X crore) FY24 FY25E FY26E FY27E SCEL (G
(FY24-FY27E)

Net Sales 61,448.9 70,3344 76,755.5 83,958.4 11.0%

EBITDA 10,783.8 12,689.0 14,662.2 16,516.2 15.3%

EBITDA Margin (%) 17.5 17.9 19.1 19.7

Net Profit 3,696.3 4,224.3 4,882.2 5,596.8 14.8%

EPS (R) 11.6 13.2 15.3 17.5

P/ E (x) 38.1 33.3 28.8 25.1

RoNW (%) 12.1 125 12.9 13.0

RoCE (%) 9.3 9.5 9.7 9.8

Natco Pharma (NATPHA) Buying Range (X 1,300-1,390)

* Natco has, developed a knack for manufacturing complex generic products with
few competitors, especially for US market. India formulations mainly comprise
oncology products (39 brands). For the US, it follows partnership products for
risky launches and acquired Dash Pharma for a front-end presence. It owns six
FDF, two API manufacturing facilities and two crop health sciences units.

* Natco has enjoyed significant windfall since the launch of generic version of
blockbuster global anti-cancer drug Revlimid in FY22. Our estimates suggest
that the company generated almost Rs 3500 crore sales from generic Revlimid
during FY22-FY24 and over the next two fiscals i.e. FY25 and FY26, the
company is expected to generate another ~Rs. 5000 crore.

» As this opportunity is expected to wane significantly, Natco has already started
focusing on the next potential blockbusters where the company intends to
challenge the patent or launch the product with mutual understanding with the
innovators. The company is now banking on some new FTF opportunities,
notably gOzempic (Anti-diabetic), gWeovy (Weight management) and
gLynparza (Anti-cancer) among others. (Total pipeline- Key Solo Para IV FTFs-
8; Key Para IV products -7). The management is confident on the prospects of
some of these products to maintain the blockbuster traction beyond FY26.
Already, its partner Mylan has settled a US patent litigation with Novo-Nordisk
for generic Ozempic (to be outsourced from Stelis).

* Our target price is X 1680 based on 18x FY26E base business EPS of X 87.2
plus X 110 NPV for gRevlimid. Key Risks: i) Slower ramp up in new launches in
US i) Kothur plant warning letter and its implication on cost and launches.

Particulars (X crore) FY23 FY24 FY25E FY26E 2 Year CAGR
(FY24-FY26E)

Net Sales 2,707.9 3,992.7 5,029.1 5,214.9 14.3%

EBITDA 936.4 1,745.3 2,375.7 2,145.6 10.9%

EBITDA Margins (%) 34.6 43.7 47.2 41.1

Net Profit 714.2 1,388.3 1,833.8 1,596.3 7.2%

EPS (R) 39.0 75.9 100.2 87.2

PE (x) 34.6 17.8 13.5 15.5

RoNW (%) 14.7 23.7 24.4 17.8

RoCE (%) 17.1 26.9 29.9 22.8
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HDFC ASSET MANAGEMENT CO LTD (HDFAMC)  Buying Range (X 4,385-4,580)

e HDFC AMC is among the largest and profitable mutual funds with an QAAUM of
X7.68 lakh crore as on September 2024. Market share as on Q2FY25 was at
11.5%. Strong distribution network with 255 branches and over 90,000
empaneled distribution partners aids business growth.

Post gaining market share in the previous quarters, HDFC AMC has kept the
same steady at ~11.5% with focus on equity AUM driven by sustained
performance, robust SIP flows (market share at ~15%) and accretion in unique
customer base (market share at ~24%). Focus on distribution in tier 2 & 3 cities,
MTM gains, continued SIP inflow and emphasis on business from HDFC Bank
(contribution of ~6% to AUM) is expected to aid AUM growth with further
increase in share of equity AUM.

Increase in proportion of equity AUM (+60 bps QoQ) and rationalization of
selective rationalisation of commission structure offset impact of telescopic
pricing, thus aiding improvement in yields. Effective from Aug 2024, passing of
impact of TER towards distribution channel is seen to slowdown the pace of fall
in yields. Continued robust operational efficiency is expected to enable sustained
growth in earnings. Expect PAT to increase at ~18% CAGR in FY25-27E

Improving equity mix, higher market share in robust SIP flows & superior
efficiency is seen to aid profitability. Realignment of distribution structure is seen
to limit pressure on yields. The stock remains a play on structural growth in
Indian asset management domain with superior operational matrix. Considering
relatively higher business growth without any b/s risk, we remain positive on the
stock. Thus, we assign target price of X5500, valuing it at ~37x FY27E EPS.
Key Risks- a) Regulatory decline in TER b) Heightened volatility in equities

Particulars (X crore) FY24 FY25E FY26E FY27E I (Rt
(FY24-FY27E)

Revenue from operation  2,584.4  3,410.5 3,9454 45143 20.4%

PBT 2,478.2 3,1981 3,661.0 4,157.3 18.8%

Net Profit 1,945.8 2,398.6 2,800.7 3,180.3 17.8%

EPS () 91.1 112.4 131.2 149.0

P/E (x) 49.3 40.0 34.3 30.2

AUM /share (X) 28,335.2 37,664.1 43,570.0 50,445.7

P/AUM (%) 15.9 11.9 10.3 8.9

RoE (%) 29.5 335 35.9 37.2
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Disclaimer

ANALYST CERTIFICATION

I/We, Pankaj Pandey 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 — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House,
Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. 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.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122

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 and its
analysts, persons reporting to analysts and their relatives are generally prohibited 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.
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Disclaimer

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 se?ected 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 ICIC| 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 pur?ose 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 and ICICI Securities as a entity 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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