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Introduction .
Rating TP (Rs) Up/Dn (%)
Larsen & Toubro Ltd (L&T) is a prominent engineering and BUY 4,350 14
construction company. It is among the largest integrated Market data
engineerin rocurement and  construction (EPC) Current price Rs 807
g & P ’ Market Cap (Rs.Bn) (Rs Bn) 5,233
conglomerates in Asia, with a presence in more than 30 Market Cap (US'$ Mn) USS Mn) 62,823
countries. The company's operations are divided into several Face Value Rs 2
segments including infrastructure, heavy engineering, defense 52 Weeks High/Low Rs 3860/2163.58
. . . . Average Daily Volume ('000) 1,127
engineering, power, hydrocarbon, and service businesses. BSE Code 500510
Bloomberg LT.IN

India’s Capital spending for FY25 increased by 11.1% yoy to INR
11.11 trillion which is ~3.4% of the GDP, bolstered by the same
— even private capex in India has started witnessing green

shoots. The capex story in India is just at the tip of the iceberg

& as India continues to invest in modernizing its infrastructure i;g

and fostering economic growth, L&T is likely to remain a 130 |

significant beneficiary of both private and public capital 110 -

expenditure. 90 1
70

Valuation and Outlook
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e | arsen & Toubro Ltd Nifty Index
We arrive at a target price using SOTP based valuation S e
of Rs. 4,350/- (+14% Upside from CMP Rs 3,807) at
29xFY26E EPS of Rs 150. Our assessment aligns with
management's growth outlook, supported by a robust % Shareholding| " "Dec:23 T Sep-23
order backlog of Rs. 6.26 Trn as of FY2024e. L&T targets  Fromoters - -
a Revenue CAGR of 16% from FY2023 to FY2026e,  'UPlic 100 100
alongside a revised order inflow target of over 20% for FY Total 100 100
2024e, up from the previous target of 15%. Source: Bloomberg
Key Financial Summary

CAGR
FY23 FY24E FY25E FY26E (FY2023-
FY2026E)

Net Sales 1,83,341 2,05,379 2,52,200 2,88,700 16%
EBITDA 26,780 27,407 29,641 34,856 Akash Vora
EBITDA Margins (%) 15 13 12 12 +91 22 67141489
Net Profit 12,531 14,045 16,824 19,998 17% akash.vora@dalal-broacha.com
EPS 75 93 127 150
P/E 5] 41 30 25 Rishabh Shah
ROE (%) 12.2 14.6 17.3 18.7 +9122 67141485

Source: Bloomberg Consensus Estimates

Please refer to our disclaimer given at the last page.
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Energy Projects - The Energy Projects division
encompasses the Hydrocarbon and Power segments. In
the Hydrocarbon segment, L&T undertakes projects
related to oil and gas extraction, refining,
petrochemicals, fertilizers, cross-country pipelines, and
terminals. Notably, L&T has secured significant Onshore
and Offshore orders from Middle Eastern clients,
leading to a substantial expansion of the business's
order book to Rs. 1.07 trillion, marking a 75% YoY
increase. This growth contributes significantly to the
total order book, which has risen by 22% YoY to Rs. 6.26
trillion as of FY24 bringing in the Group Revenue of Rs.
2053 Bn, primarily driven by the Hydrocarbon project
pipeline. Meanwhile, in the Power sector, L&T is a
prominent EPC player, providing solutions for both Coal
and Gas-based power plants, with an order book of Rs.
54 billion secured in the current quarter.

Infrastructure Projects - The company stands poised to
reap substantial advantages from the expansion of the
National Highway network by around 60,000 km across
crucial economic corridors, strategic zones, and major
urban centers as part of the PM Gati Shakti National
Master Plan within the National Infrastructure Pipeline
(NIP). L&T has been instrumental in constructing the
longest sea bridge linking Navi Mumbai to Mumbai.
Moreover, the Hyderabad Metro received financial
backing of %1.5 Bn from the State government,
augmenting the total funding in this sector to %9 Bn.

Defense Segment - In the Defense Segment, India's
pursuit of self-reliance, or 'Atmanirbharta,’ is
underscored by the government's commitment to
decreasing import reliance and integrating India into
the global supply chain. L&T prioritizes end-to-end
solutions across various defense sectors, emphasizing
indigenous design and fostering Indian intellectual
property. With order prospects totaling Rs. 163 Bn, the
company maintains a comparable outlook to the
previous year.
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> Green Energy Initiatives: L&T's Green Energy division,

Y

centered on Green Hydrogen and its derivatives, is
pivotal to the company's Clean Fuel Adoption Policy,
focusing on three key segments: EPC business,
electrolyser manufacturing, and stationary Battery
Manufacturing. Noteworthy achievements include the
commissioning of the inaugural 1 MW Electrolyzer at the
Hazira facility and securing successful bids for 63 MW
capacity under the PLI scheme in tranche |. Additionally,
the company is expanding its scope to include Data
Centers, with projects such as a 12 MW facility in
Chennai slated for completion by Q4 FY'24.

During 9M FY 2024, there has been a significant
improvement in working capital intensity, leading to
consistent return ratios for the company over time. With
confidence the management has shown on reducing its
NWC band from 18% to 16%, this can lead to improved
Cash flow from Operations.
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186) was
established in 1997 and is an integrated financial services player offering an extensive range of financial solutions and
services to a wide spectrum of customers with varied needs ranging from equities to mutual funds to depository
services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited
(NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and is engaged in the
securities businesses including stock broking (Institutional and retail), depository participant, portfolio management
and services rendered in connection with distribution of primary market issues and financial products like mutual
funds, fixed deposits. Details of associates are available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI (Research
Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock
exchange with whom it is registered in any time in the past. It has not been debarred from doing business by any Stock
Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of
time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice
letters or levied minor penalty on D&B for certain operational deviations in routine course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific
recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014
with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject
company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the
end of the month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities | No
of the subject company at the end of the month immediately preceding the date of publication of
Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No
Whether the research Analyst has served as officer, director or employee of the subject company No
Whether the Research Analyst has received any compensation from the subject company in the past | No
twelve months
Whether the Research Analyst has managed or co-managed public offering of securities for the subject | No
company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking or merchant | No
banking or brokerage services from the subject company in the past twelve months
Whether the Research Analyst has received any compensation for products or services other than | No
investment banking or merchant banking or brokerage services from the subject company in the past
twelve months

Whether the Research Analyst has received any compensation or other benefits from the subject | No
company or third party in connection with the research report
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D&B and/or its affiliates may seek investment banking or other business from the company or companies that are the
subject of this material. Our salespeople, traders, and other professionals may provide oral or written market
commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein,
and our proprietary trading and investing businesses may make investment decisions that may be inconsistent with
the recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise
to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important
information regarding our relationships with the company or companies that are the subject of this material is provided
herein. This report is not directed to, 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 or regulation or which would subject D&B or its group companies to any
registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer
to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation
of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official
confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers
in United Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to
D&B. None of the material, nor its content, nor any

copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express
written permission of D&B. All trademarks, service marks and logos used in this report are trademarks or registered
trademarks of D&B or its Group Companies. The information contained herein is not intended for publication or
distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or
copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read
“Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange
Board of India before investing in Indian Securities Market. In so far as this report includes current or historic
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.

Tel: 91-22- 2282 2992 | : equity.research@dalal-broacha.com
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