


From the Managing Directorõs Desk

Friends,
Greetings for the New Year!

With yet another dramatic year coming to an end, we
commence 2018 with a lot more positive energy and enthusiasm . 2017 was
indeed action -packed ; that had to bear the shocks of the aftermath of
demonetisation to the mid -year rollout of new indirect tax system ðGST.

I ôdlike to present few factors which may be the key triggers to watch out for equity
investments in 2018. The Union Budget will be the immediate focus of the market going into the new
year where many expect a populist tone from the government . State assembly elections are due in eight
states in 2018 and how BJP fares in the state elections will influence the market direction . With regards
to the monetary policy , some expect the RBI to stay on an extended pause, while others fear it raising
rates . Corporate earnings growth will be the key factor to watch out where Q3 and Q4 appear to be
better than H 1FY 18. On the Global front, the market will lookout for any hawkish commentary from
the US Federal Reserve . In that backdrop, we think we are now set for a very huge up -move and must
gear -up to reap the upcoming benefits of the markets .

Valued investors like you help us grow as an organization and we intend to serve you in the
best way we can . We have heard you and are constantly changing according to your prerequisites and
aspirations . With so many new and exciting initiatives and happenings this year, we are treading the
path to fuelling your dreams and will continue to support you in as many innovative ways as possible .

Happy investing é

TM

The year had seen India climbing to the 100th position in the World Banksõease
of doing business, i .e. 30 notches up from the last year and highest ever since
2014. Similarly, Moodyõsupgraded Indiaõssovereign ratings to Baa 2 from its
lowest investment grade (Baa 3) after a gap of 13 years .

Warm Regards ,
Anil Gaggar
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Global Market Performance -2017
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Country  Return % 

Hong Kong 36%

India* 29%

Brazil 27%

US 25%

Philippine 25%

South Korea 22%

Japan 19%

Italy 14%

Germany 13%

France 9%

India* Ranked # 2
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COVERAGE UNIVERSE VALUATIONS

Company Recoat CLS Target Price (Rs) Appreciation
(Rs) (Rs) T1 T2 T3 T4 T5 T6 T7

Supreme Petrochem Ltd 77 382 120 150 200 275 350 500 - 396%
Shanthi Gears Ltd 107 163 150 200 - - - - - 53%
Hind Rectifiers Ltd 69 133 110 140 175 - - - - 92%
KCP Ltd 71 137 105 150 - - - - - 93%
Harita Seating Systems Ltd 266 958 400 600 750 900 1150 260%
Hester Biosciences Ltd 565 1866 750 875 1150 1500 1750 2200 - 230%
Rallis India Ltd 181 265 260 300 - - - - - 46%
The Hi-Tech Gears Ltd 298 565 450 600 - - - - - 90%
Bharat Bijlee Ltd 787 1296 1100 1500 2000 - - - - 65%
Tamil Nadu Newsprint & Papers Ltd 224 446 350 450 - - - - - 99%
Triveni Turbine Ltd 92 134 135 175 - - - - - 46%
Siemens Ltd 1128 1237 1500 - - - - - - 10%
Hikal ltd 143 234 200 250 325 - - - - 64%
Aksh Optifibre Ltd 15 35 24 35 45 - - - - 133%
GMM Pfaudler Ltd 332 828 500 700 800 1000 - - - 149%
Alicon Castalloy Ltd 288 702 450 600 750 - - - - 144%
Premier Explosives Ltd 350 436 450 525 - - - - - 25%
Gufic Biosciences Ltd 50 127 75 100 140 - - - - 155%
Excel Industries Ltd 380 629 550 650 800 - - - - 66%
Vesuvius India Ltd 1165 1391 1500 - - - - - - 19%
Munjal Showa  Ltd 191 285 250 300 - - - - - 49%
Bharat Rasayan Ltd 2747 4174 3500 4250 5000 - - - - 52%
Alkyl Amines Chemicals Ltd 391 670 550 700 - - - - - 71%
Grauer & Weil (India) Ltd 45 70 65 80 - - - - - 57%
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COVERAGE UNIVERSE VALUATIONS

TRIL Stock Split 10:1
Gulshan Polyols Stock Split 5:1
Nesco Stock Split 10:2
IHP Bonus 1:1
EIL Bonus 1:1
Castrol Bonus 1:1

Company Recoat CLS Target Price (Rs) Appreciation
(Rs) (Rs) T1 T2 T3 T4 T5 T6 T7

Texmaco Rail & Engineering Ltd 91 112 125 170 - - - - - 23%
Nagarjuna Agrichem Ltd 29 56 45 60 - - - - - 93%
Simplex Infrastructure Ltd 540 582 700 - - - - - - 8%
Sadhana Nitrochem Ltd 67 94 100 - - - - - - 40%
ITD Cementation India Ltd* 158 215 225 - - - - - - 36%
Westlife Development Ltd 266 330 350 425 - - - - - 24%
Federal Mogul Goetze (India) Ltd 540 531 750 - - - - - - -2%
Cupid Ltd 286 303 340 - - - - - - 6%
Dynamatic Technologies Ltd 2160 2172 3000 - - - - - - 1%
Hitech Corporation Limited 175 181 230 - - - - - - 3%
NRB Bearings Limited 138 173 200 - - - - - - 25%
Kokuyo Camlin Limited 132 133 175 - - - - - - 0%
Timken India Limited 883 884 1200 - - - - - - 0%
The Indian Hume Pipe Co Ltd 171 454 500 600 - - - - - 166%
Engineers India Limited 211 200 200 250 - - - - - 90%
TRIL 30 42 40 55 - - - - - 40%
Gulshan Polyols  Ltd 78 86 110 - - - - - - 10%
Nesco Ltd 479 528 640 - - - - - - 10%
Castrol India Ltd 223 193 275 - - - - - - -14%



Product range is the key to success: The major products of SupremePetrochemLimited (SPL)include range of polystyrene,GPPS
(General Purpose Polystyrene),SpecialtyPS, HIPS(High Impact Polystyrene),EPS(expandablepolystyrene) and XPS(extruded
polystyrene). Of this, SPLhasforward integratedto providevalueaddedproductslike XPSand EPS. XPSfoam is an insulatingmaterial
for commercial,industrial and residentialstructures,havingthe properties of resistanceto moisture, compressivestrength as well
resistanceto biologicalgrowth and corrosion. Changesin lifestyle with more inclination towardspackedor cannedfood will increase
the consumptionof EPSasa product. Packagedor cannedfood is goingto be a meansto life with intenserefrigeration to makelife
simpler,the key to penetrationof EPSinto the market. Thevalueaddsfurther i.e. EPSand XPSwould haveapplicationsin real estate,
construction,cold warehouses. However,althoughtheseare valueaddedproducts,for capturingthe market, theseforward integrated
productsneedto be soldunder proper branding. Polystyrene(PS): Thecompanyexpectsthe domesticPSmarket to grow by 5-6%in
the current year. ExpandablePolystyrene(EPS): EPS313 panel is one of the technologiesselectedunder the PradhanMantri Awas
Yojna. TheGovernmentof Maharashtrahasrecentlyissueddirectivesto the concernedauthoritiesto start immediateimplementation
of the greennorms while sanctioningbuilding permissions. SpecialityPolymer and Compounds(SPC): The companyhas a total of
nearly25 distributorspan-India. Thecompanyplansto increasethe numberof distributorsto 60 by 2019-20. Thisbusinessis expected
to grow at 30%CAGRbasisin next 5 years. StyreneMethyl Methacrylate(SMMA): SMMAis a new product for the Indianmarketsand
the companyis the first one to makeit in India. Thecompanywasreadyfor commercialproductionof SMMAby earlyFebruary2017
after trial runs on the modified PSline with the ability to swing between PSand SMMA. It is an economicalalternate to certain
applicationsof PMMA,PolycarbonateandclearABS. SMMAhasthe advantageof easeof processing,lower densityand is alsosuitable
for food contactapplications.

Financials: The Companyis virtually a debt free company. For FY18, the companyintends to incur a capital expenditureon new
extrusionlinesfor colour masterbatches,colour lab, polymercompoundingline and warehousefor SPCplant aswell asa warehouse
for the XPSplant. Companyshall also be upgradingsomesectionsof PSplant to improve efficiencyin operations. The total capital
expenditurefor FY18 isestimatedat Rs300mn. GSTin the longerrun will haveno or little effect impacton the bottom-line.

Outlook and Recommendation: Therehasbeena gradualimprovementseenin the growth of the company. With increasingvisibilityof
the product offerings; the companyshouldbe able to ramp up on the market shareaswell the customerbasegoingforward. We had
initiated our report with a BUYcall with a target of Rs120, revisedto Rs150, Rs200, Rs275 and Rs350. We now stand at a revised
target of Rs500over a 12ƳƻƴǘƘǎΩhorizon.

Supreme Petrochem Ltd.
CMP: Rs382 |Target: Rs500 |Potential upside: 31%

TM



Water theme, going strong: With the diversifiedrangeof productscateringto almost every water managementneed, Indian Hume
PipesCoLtd (IHP)undertakeswater supplyprojects for drinking water, irrigation water, sewerand drainagepipelinesfor cities and
towns. It also designsand installspenstockpipes required for hydroelectricprojects and coolingwater pipelinesfor thermal power
plants. The Companyhas been working on many Water SupplyProjectsand DrainageSchemeseachof which are progressingwell
and/or nearingcompletion.

Another businessline- Railwaysascustomers: IHPhasbeensupplyingmillionsof concretesleepersfor trackmodernizationof Railways
in India, thereby playing a key role in improvising the country's infrastructure acrossdifferent fields of Water Supply,Irrigation,
Drainage,PowerGenerationandRailtransport.

LandBank: Besidesthe strongbusinessin the water infrastructurespace,the other add-on to the prospectsof the companyis the huge
land bankthat the companyis sitting on. IHPhasdifferent land parcels(in prime areasof Badarpur(nearDelhi,)Bangalore,Hadapsar
(Pune)and Mumbai) which it plans to sell through joint development. The conservativevalue of the land bank should be around
Rs10bn. Thedevelopmentof /ƻƳǇŀƴȅΩǎland at Hadapsar(Pune),Wadala(Mumbai)and Badarpur(NewDelhi)are at initial stagesof
obtainingdevelopmentrelatedapprovalsfrom the Authorities.

Financials: The companyhasbeengraduallyimprovingon the marginsbackedby the faster executionand operationalefficiencies. It
hasbeenconsistentlyaddingto the order book,one of the important factorsto start contributing to the company'sbottom-line over
the next two to threeyears. Besides,the cashflowsfrom the landdevelopmentshouldhelp in effectivedebt management.

Outlook and Recommendation: Thegrowth prospectsof the companyremainsintact with the strongorder book backingacrossthe
different projectsPanIndiaevidentthroughthe multi locationalrobustorder bookbreakupof the company. It remainsthe perfectpick
for the water managementtheme. Postour recommendationthe companyhasrewardedthe shareholderswith a bonusissuein the
ratio of one sharefor eachshareheld. We had initiated a BUYcall on the stock with a target price of Rs475(cum bonus)revisedto
Rs650(cumbonus) and then to Rs800(cumbonus), all of which wasachieved. We had revisedtarget of Rs500(post bonus)which is
alsoachieved. We further maintain our call and revisethe target to Rs600(postbonus)over a 12monthshorizon.

Indian Hume Pipes Co. Ltd.
CMP: Rs341 |Target: Rs600 |Potential upside: 32%

TM



Positivesin Railways,positive for the company: With almost70%of the revenuescomingfrom the Railways,positivesin the budget
planandincreasedfocustowardsimprovisationof Railwaysdirectlybenefitsthe company. HindRectifiersLimited(Hirect)standsstrong
with all that is requiredfor tappingthe opportunitiesthroughthe growth in the railwaysector.

Diversificationacrossindustries: Theproductsof the companycan cater to varied industrieslike Railways,telecom,defense,power,
infrastructure,metals,heavyequipmentsto mention a few. However,the focushasbeen on the major revenuecontributors namely
Railwaysand Powerand Capitalgoods. Goingforward, in order to reducethe dependencyon a singleindustry that limits the client
base,the companyhasstartedconcentratingon increasingexposuretowardsother industriesaswell.

Collaborationsand acquisitions: With the increasedfocus towards the export markets; the companyhas received orders worth
Rs650lacs against the averageexport turnover of Rs100lacs achievedin last 5 years. In line with this, the companyhas acquired
GaurangaSoft-TechPvtLtdandGaurangaSystemsPvtLtd,to helpdevelopsoftwareandhardwarefor the companythat will reducethe
costof the existingandadditionalproductsthat are underdevelopment. TheCompanyhasalsosignedan agreementfor manufacture
of IGBT(insulatedgatebipolartransistor)basedconvertersrequiredfor Indianrailwaysfor 3 phaselocomotives.

Financials: Thereis a turnaroundexpectedin the companywith regardsto the growth in turnover asa result of expectedincreasein
the order bookparticularlyfrom Railways. Theoperatingmarginsarealsoexpectedto improvein tandemwith the likely lucrativeorder
book and focustowardsother sectorsbesidesthe Railways. Theperformancein the first two quartersis the proof of the puddingfor
the abovestatement as losseshave reducedwhen comparedto the correspondingperiod of previousyear. Recently,in December
2017, the companyhasraisedapproximatelyRs120mn via right issues. Theproceedingswill be usedto reducethe debt, for general
workingcapitalrequirementsandcorporatepurposes.

Outlook and Recommendation: Thereisa gradualimprovementseenin the operatingperformanceof the company. With the pickupin
the ordersfrom the Railways(their main customer),there hasbeena ramp up in the businessfor the company,reflectedthrough the
quarter results as well. The growth expectedby the rail sector augurswell for the long-term prospectsof the company. We had
initiated BUYcall on the stock with the target price of Rs110 and after achievinganother revisedtarget of Rs140, we maintain the
revisedtarget to Rs175seeingthe future potential of the company.

Hind Rectifiers Ltd.
CMP: Rs133 |Target: Rs175 |Potential upside: 32%

TM



Catersto different industries: ShanthiGearsLimited(SGL)catersto anarrayof industriesin infrastructure,defence,railways,poweretc
that providesthe companywith a diversifiedclientelemitigatingthe riskof dependencyon a singleclient for revenues,alsomitigating
the riskwith the downturn in anyparticularindustry.

Emphasison reviving businesssectors: There has been a slow but gradual pick up in the investment cycle acrosssectors of
defense/railways,power and windmills,with emphasisof the governmenton the developmentof renewableenergytheme especially
wind and solar power. SGLplaysan indirect role in the wind energytheme by providing gearsto wind and solar companies. The
companyis also investingin building strong capabilitiesto grow in the planetarygearboxessegment. Thecompanystandsstrong to
capitalizeon the emergingopportunities from different sectorslike Infrastructure,Railwaysand Make In India basedon the on-going
creation of distinctive competencies. Expectationsof a more conduciveeconomicenvironmentespeciallywith the initiatives of the
governmentto revivemanufacturinggrowth in Indiashouldaugurwell for the company.

Margin improvement: After the changein the management,SGLis transforminginto a customercentricorganization. Holdingstrong
onto the non-standardgearssegments,it hasalsogrippedonto customizedgearssegment,large sizegearboxesand planetarygear
boxes,whicharehighmarginproducts. Thisshift in strategyis affectingthe turnover in absolutevaluetermsbut it is helpingin getting
better marginsat the operatinglevel. Thecompanycontinuesto remainfocusedon expandingits customerbase,enhancingits dealer
andservicenetworkandimprovingthe productioncapabilitiesthroughinvestmentsin moderntechnologies.

Landbank- An Asset: Thecompanyhastotal of 80-100 acresof surplusland (from the closedown of factories)which leavesit with
hugescopefor expansion. Thecompanydoesnot intendto disposethe landin nearfuture.

Financials: SGLisa debt free company. It hasa healthybalancesheet,strongcashflow, surpluslandandimprovingROE.

Outlook and Recommendation: With the uptick in the economy,there are growth opportunities being passedto the companyto
capitalizeon. Therehasbeenpositiverestructuringof the businessactivitywith focuson highmarginproducts,evidentthroughthe last
coupleof ǉǳŀǊǘŜǊΩǎperformance. Thelong term prospectsremain intact. We had initiated a BUYcall on the stock with initial target
priceof Rs150which is further revisedto Rs200andmaintain the same.

Shanthi Gears Ltd.
CMP: Rs 163|Target: Rs200 |Potential upside: 22%

TM



Triggersfor Growth- Power: ThePowerdivisionof the companyis majorly for captiveconsumption. KCPhasa 18MW thermal power
plant at Muktyalathat helpsin providingcontinuouspower to the cementunits andhelp insulatingits productionfrom the power cuts
that the region often faces. The companyis also now in a position to sell someof its surpluspower to state governmentgrids like
APTRANSCO(AndhraPradeshTransmissionCorporation). Hydel unit has been disappointing,however wind, thermal and solar are
satisfactory.

Engineeringand Cement: Theengineeringdivisionof the companycontinuesto struggleawaitinganuptick in the economicactivities.
Theother major contributor to the revenuesis the cementsegment(around80-85%of its revenuesfrom the cementbusiness). The
brown field expansionbeingundertakenby the company,expectedto be completedby mid 2018-19 should lead to ramp up in the
volumes.

Other keyareas: Thecompanyhasa joint venturenamelyFivesCailKCPLtd. FivesCailspecializesin engineeringandthe designaspects
of sugarplantsin order to optimizeprocessefficiencyof sugarmachinery. It doesnot haveanymanufacturingfacilitiesof its own, and
hencesub-contractscriticalequipmentmanufacturingwith KCP. Throughthe subsidiaryKCPVietnam,the companyhaspresencein the
Vietnamsugarindustry. Theexpansionof capacityhasbeen completedand is operationalwith further expansionon the cards. The
companyalsohaspresencein the hospitalitysectorthroughthe four starhotel projectwhichispickingup on occupancygradually.

Financials: Valueunlockingfor the investorscanhappenif andwhenthe companythinksof de-mergingits businessesinto independent
entities. Thisprocesswould help give accuratediscountingfor eachof its businesssegments. We maintain our stanceon the same.
Further, the improving capacityutilizations led by the expansionsand high operating leverageshould lead to improvement in the
operatingmarginsgoingforward.

Outlook and Recommendation: With the governmentinitiatives been taken acrossall the key industries for the overall economic
boost; the companystandsstrongto benefit from the same. Alsoat the companylevel,there arevariousplanschalkedby the company
that shouldhelp it scaleits businessaswell as reachacrossdifferent industries. We had initiated BUYcall on the stock with target
priceof Rs105and revisedit to Rs150andmaintain the same.

KCP Ltd.
CMP: Rs 137|Target: Rs150 |Potential upside: 9%

TM



Growth through different businesssegments: Harita SeatingSystemsLimited (HSSL)is a part of USD7bn TVSgroup. It provides
complete seatingsolutions for driver and cabin seating for commercialvehicles,tractors and construction equipment, as well as
passengerseatsfor busesacrossall segments. Thecompanyis a leaderin the buspassengerseatsandhasa dominatingpositionin the
domestictractorssegment.

Potential Growth Triggers: High Speed Rail (HSR)projects: On a global level the governmentsof various nations are actively
participatingto developconvenientand fastermodesof transportation. Oneof the key initiativesis the investmentsin the high-speed
rail (HSR)projectsthat arebeingundertakenbygovernmentsacrossdifferent developedanddevelopingcountries.

IncreaseMarket Sharein Tractor Segment: Thecompanyaimsto take advantageof the upcominggrowth in the tractor industry by
offeringplatform productsto leadingtractor OEMsandtherebylooksforward to win a largeshareof domesticsales.

New ProductsLaunches: The companyhas launchednew products in North India to further strengthen its leadershipposition in
varioussegments.

Keyrole played by the subsidiary: HaritaFehrerLtd is a joint venturebetweenHaritaSeatingSystemsLtd and F.SFehrerAutomotive
GmbH,one of the market leadersin automotivefoam businessin Europe. HaritaFehreris a leadingsupplierof polyurethanesolutions
to automobileindustryin India.

Financials: An important financialtrigger is that the companyis virtually debt free and hasshownconsistentgrowth in salescoupled
with improvementin the operatingmargins. Overthe past2 years,EBITDAmarginshasincreasedby 420bpsfrom 3.8%in FY15 to 8.0%
in FY17. Further, the strong presenceof subsidiaryin the Europeanmarket has been adding45-50% revenuesto the consolidated
earnings.

Outlook and Recommendation: Thisstockhasbeen one of the star performersin our recommendedlist. Therehasbeen a gradual
improvementin the EBITDAmarginsreported by the companyover quarters. We initiated BUYon the stock with the target price of
Rs400, Rs600,Rs750andRs900achieved. We further revisethe target to Rs1150over a 12ƳƻƴǘƘǎΩhorizon.

Harita Seating Systems Ltd
CMP: Rs958 |Target: Rs1150 |Potential upside: 20%

TM



Hester Biosciences Ltd.
CMP: Rs1866 |Target: Rs2200|Potential upside: 18%

TM

Animal healthcarein focus: HBLis the only listed Indiancompanywhich is exclusivelyinvolvedin animalhealth. Theproduct portfolio
includesvaccines,medicines,feedsupplementsanddisinfectants. HBLoffersnearly47animalvaccinesand35animalhealthproducts.

Unique Remedies: Pestedes Petits Ruminants(PPR)is a highly viral and contagiousdiseasethat occurs in goats and sheepwith
mortality rate of nearly80 percentin acutecases. Currentlythere areno medicationsto treat this disease. Theonly wayto preventthe
diseaseis through vaccinationthat boosts immunity. HBLis the first in India to commerciallymanufactureGoat Poxvaccine,(Live
Uttarkashistrain). Goatpox isa viral diseasein goatsandǎƘŜŜǇΩǎandbesidesbeencontagious,goatpoxhasa 100%mortality rate. HBL
is in the processof developinga thermostablePPRvaccineto overcomethe issuesrelated to cold chain challengesin rural areas
worldwide. Trialsareat the momentundergoingandthermostablePPRvaccines.

Upcoming Boosters: The companyhas recently launchedthe diagnosticdivision and is anticipating the salesto commencefrom
Q4FY18. Managementindicated the operations for the Nepal plant have been moving slower than forecasts. The wholly owned
subsidiaryof the companyi.e. HesterBiosciencesAfricaLimitedis currentlyundertakinga marketsurveytowardssettingup an animal
vaccinemanufacturingunit in Tanzania. TheManagementforesees,the large animal vaccinebusinessto havea better potential for
improvingthe profitability of the company. Hesteris focusingon the rural Indiavia initiativeslike creatingawarenessandstrengthening
the distribution channel. Thecompanyis alsoworking with GALVmedand with InternationalLivestockResearchInstitute in Africa to
assistdevelopmentof distribution networks. Hesteris alreadyworking on the trials for thermostablevaccinesin the central African
region. Theprogresswith the PPRtendersis goingstrong; this appearsto be a brighter spot in the next 9-12 quarters. Themarket for
BrucellaAbortusvaccineis growing. In the longrun, the companywill be focusingon registeringpatentsfor recombinantvaccines.

Financials: HBLwas a singlesegment(poultry vaccines)and in the recent past developedmore product segmentslike large animal
vaccines(PPRand GoatPox). Thebenefitsof the newly commissionedNepalplant are yet to be received. Thecompanyis constantly
strivingtowardseffectiveefforts for improvingits margins.

Outlook and Recommendation: HBLis very bullish on the progressand the product PPRvaccines. The commencementof the new
plant locatedin Nepalfor manufactureof PPRvaccineshallkick start and accelerategrowth for the company. Theincreasedsalesof
largeanimalvaccinescoupledwith on-goingprocesstowardsrationalisingthe product mix are someof the main driversfor growth of
the company. All thesefactorssummedtogether maintainour convictionin the stockand compelsus to maintain a Buyon the same
with sixth revisedtarget priceof Rs2200with a horizonof 12months.



Cropprotection- Domesticand International: Thecompanycatersto the demandsof different crop protection productsthrough the
domesticaswell as internationalarms. On the Domesticfront, Rallishasa strongpresencein the crop protection market through its
wide rangeof products. On the International front, the companycatersto the demandfor different crop protection productsin the
internationalmarkets. Rallishasbeenundertakingregistrationsof different new productsthrough the division. Thecompanyexpects
the cropprotectionsegmentto growat a rate of 8-10%andseedandplant growth nutrientsto growat 10-12%.

Non PesticidePortfolio (NPP)segment: Throughthis segment,Ralliscatersto the different needsof the ŦŀǊƳŜǊǎΩcommunityother
than the cropprotection requirements,i.e. it is a one-stop solutionfor agriculturalneeds. It remainsasthe focusareafor the company.
Metahelixmanufactureshybrid seedsfor paddy,bajraand maize,major emphasison the Kharif season. It haslaunchedabout 11 new
productsin FY17.

New product launchescontinue: Over the last 12-18 months, the companyhas launchedmany new products. Rallishas a strong
portfolio of innovativenew productsto offer to the industry. Thecompanyis quite pro-activein learningthe changingmarketscenario
andintroducingnewproductsto its basketregularly.

Contractmanufacturing: Thecompanyseeshugegrowth potential in the contract manufacturingsegment. With the Dahejplant, the
companyhasequippeditself to grabthe growthpotentials.

Financials: Therehasbeengoodmonsoonsin the current financialyearand the impactof this shallbe visiblein the comingquarterly
performances.

Outlook and Recommendation: With a positive outlook in terms of the monsoonsand the efforts by the companyin terms of the
technicalgrowth,product launchesandgrowth acrossdifferent segments; goingforward,onecanexpectthe companyto perform well.
Wemaintain our Buycall on the stockwith a revisedtarget priceof Rs300(earlierachievedtarget of Rs260) over 12months.

Rallis India Ltd.
CMP: Rs265 |Target: Rs300 |Potential upside: 13%

TM



Full-fledged assemblysupplier: Intuited as a gearsand transmissionequipmentsupplier,the companyhasexpandedits portfolio of
productsandcustomerbaseto the extent that it canclaimitself asa full-fledgedexperiencedassemblysupplier. Thecompanyhasalso
startedsuppliesof countershafts,mainshafts,kickstartersassembliesto majorOEMplayersin the two-wheelersegment.

Rampingup for global presence: The companyhas been working on increasingits focus towards a global presence. Proof to the
puddingis the TeutechIndustriesandgroupcompaniesacquisition,an attempt to be part of the GlobalValueChain(GVC). Thiswould
strengthenits globalpresencein the essentialgeographies.

Secondline of growth: Roboticsand e-engineering: At the consolidatedlevel, the companyis a completesolution provider via the
different subsidiaries.IƛπǘŜŎƘŜπ{ƻŦǘ: is the engineeringservicesarm of the company,focusedon highfidelity solutionsfor the rangeof
clients. It offers all from conceptualizingproducts to the servicesupport needed. It offers servicesin Engineeringanalysis,Factory
automation,Industrialand product designand different softwareservices.IƛπǘŜŎƘRoboticSystemzLimited (HRS): is an independent
systemsventure raised by an internationally reputed engineeringconglomerateof India. This division is mentored by technocrats
havingexperiencein the field of robotics,artificial intelligence,biometrics,computervisionandautomotiveembeddedsystems.

Key Products and Customers: The major products of the company include two-wheeler transmissioncomponents,engine and
transmissioncomponentsfor commercialand passengervehicles,precisionforgingsetc. Hero Hondais one of the key customersfor
the companywhichprocuresits transmissioncomponentrequirementsfrom only two suppliersof whichTHGLisone.

Financials: The companycontinuesto be debt free. Theconsolidationin operationshasstarted showingresultswith good growth in
revenuesaswell asoperationalefficiencythroughmarginexpansions. Theblendof growth expectedin the Auto sectoraswell asfocus
into the exportmarketsshouldaugurwell for the companyin timesto come.

Outlook and Recommendation: After the downturn seenin the auto sector, there hasbeen recoverywith strong growth expected
goingforward. India is inchingtowards becomingthe third largestauto-componentsindustry in the world by 2025. TheIndian auto
componentmanufacturersare well positionedto benefit from the globalizationof the sectorwith ramp up in exports. India is already
becominga globalmanufacturinghub for manufactureof all categoriesof vehiclesincludingpassengerand commercialvehicles. With
the long term positivity in the sector,we had initiated a BUYon the stockwith a target price of Rs450which hasbeenachievedand
revisedto Rs600over a 12monthshorizon.

The Hi-Tech Gears Ltd.
CMP: Rs 565|Target: Rs600 |Potential upside: 6%

TM



Businesssegments: Thetwo major businesssegmentsof the companyare namelyPowerSystemsand IndustrialSystems. ThePower
Systemssegmentof BBLincludesmainly Power Transformersupto 200 MVA, 220 KV voltage classand EPCprojects for electrical
substationsupto 400KV. Asindicatedby the management,the transformerbusinessof BBLis heavilydependenton the investmentsin
the transmissionnetworksacrossthe country. Thebusinessis therefore linkedto the capexbudgetsand infrastructuregrowth plansof
all StatePowerUtilities and the PowerGrid Corporationof IndiaLimited(PGCIL). Industrial Systemsis secondline of businessfor the
company. It is the industrial segmentsthat comprisesof marketing, engineering,designand manufactureof the entire range of
industrialmotors, synchronousgearlessmachinesfor elevators,ACvariablespeeddrivesand drive systems. Althoughthe segmentis
facingcompetitiondueto lower demand,BBLisexpectingrecoveryin the segmentin the comingquarters.

Order inflows: Transformerbusinessachievedits highestorder booking. Transformerexport hasalsoseensomesuccessby achievinga
breakthroughorder from a utility outsideIndia. Theprojectsbusinesshasseena landmarkorder from reputed solarpower company.
Magnet technologydivision has signed a purchaseagreementwith a tier one customer for the sale of gearlessmachinesof a
substantialnumber.

The investments: Thecompanyhasa strong investmentportfolio, which is valueunlockingin addition to the businessbenefits. The
holdingsis in soundcompanieslike HDFCand HDFCbank,Siemens,HOECL,Bankof India, ICICIbank. If the investmentare valuedat
markto market,it would representnearly40-45%of the total marketcapitalizationof the company.

Financials: Thereis rise in the order inflow, which is expectedto improvethe operationalmargins. However,heavydownwardpressure
on pricesandbusinessrisk hasforced the companyto cherrypickveryselectively. We feel it will be more of a consolidationyearwith
suresignsof revivalin prospects.

Outlook and Recommendation: Theworst seemsto havebeenfactoredin andanyfurther downsideseemsto be limited. Considering
the strongpositioningthat the companyholdsin the power sector,it is an apt candidateto reap the benefitsearlier than others from
the growth expected. We had initiated a BUYon the stockwith a target priceof Rs1,100and Rs1500which wasachievedand further
revisedit to Rs2,000andmaintain the same. TheStockis givingexcellentchanceto add.

Bharat Bijlee Ltd.
CMP: Rs1296 |Target: Rs2000 |Potential upside: 54%

TM



StrongLegacy: Castrolhasa stronglegacyfrom that of CCWakefield& Company,TheBurmahOilCompanywhichwaspurchasedby BP
in the year2000andCastrolbrandbecamea part of the BPGroupof Companies. Thisindicatesthe strengthto strengthgrowth that the
companyhasshownin the gradualtransformationthat it underwentto meet the dynamicsof the industry. Thecompanyhasa rangeof
productsin manualand automatic transmissionfluids, chain lubricantsand waxes,coolants,suspensionfluids, brake fluids, greases,
cleanersand maintenanceproductsetc. The companynot only catersservicesto automotive segment,but also to non-automotive
segmentslike industrial, marine, aviation, oil exploration and production to mention a few. The companycontinuesits growth via
volumesacrossall the segmentsandfocuseson its robuststrategyof volumesgrowthandpowerbrands.

TheRobustgrowth for a smoother ride: Onecannotdenythe fact that batteries,tyresand lubricantshaveshortershelf livesandthus
havea verystrongreplacementdemand. With the product definition of a lubricantundergoinga changefrom a mere commodityto a
FMCGproduct,a wide distributionnetwork anda goodbrandimagearethe most important successfactorsin the automotivelubricant
industry. The worst seemsto be over for auto segmentin India which has started showingsignsof revival and currently gathering
momentum. Besidesthis, the companyhasalsostartedfocusingon highmarginproducts. It hasrechristenedits strategiesandmanyof
the productsare designed,co-engineeredand recommendedfor major OEMs,includingAudi, BMW, Ford,MAN, Honda,JLR,Volvo,
Skoda,TataandVolkswagen. Thereby,the companyis putting in all the efforts and takingnecessarygrowth stepsto makethe most of
the opportunity comingforward in the auto industry. Thecompanyhasbeenrewardingthe shareholderswith healthydividends. The
Boardof Directorsof the Companyat its meetingheld on 7th November2017, hadrecommendedan issueof bonussharesin the ratio
of oneequityshareof Rs5 for everyequityshareof Rs5 (1:1).

Financials: Thecompanyseemsto be absorbingmarketsharefrom the unorganisedsectoraswell asthe organizedones. Thecompany
hasfared-well post the initial glitchesof implementationof GST; this shouldbe positivefor the entire industry in times to come. The
companyin the long run will continue to focuson profitable volume growth and stick to their strategy. Onecan expecta moderate
growth in saleswith moreor lessconstantmarginsfor CY17.

Outlook and Recommendation: Thecompanyhasbeenreportingdecentset of numbers. We continueto advocateit asa goodbuy. In
considerationof the recent resultsand immediateoutlook of the company,we tone down our target price to Rs275 (earlier target
Rs300). Wemaintain a BUY on the stockwith a target priceof Rs275over 12monthsperspective.

Castrol India Ltd.
CMP: Rs193 |Target: Rs275 |Potential upside: 42%

TM



Keybusinesssegments: EngineersIndiaLimited(EIL)is a state-owned leaderin hydrocarbonandpetrochemicalprojectsconsulting. It
providesengineeringconsultancy,design,EPCandproject managementservices. It hasa strongpresenceacrossthe hydrocarbonvalue
chain, all from petroleum refining, onshoreprocessingcenters,offshore platforms, oil and gas transportation and storage. It also
undertakeslump sum turnkey contract (LSTK)with presenceacrossrange of industries like Oil & Gas(Upstream,Mainstreamand
Downstream),Petrochemicals,Pipeline,Mining & Metallurgy, Infrastructuresand Fertilizersetc. to mention a few. EILalso catersto
sectorssuchaschemical,miningandmetallurgy,power,roadandairport infrastructure,andwater andwastemanagement.

Different businesssegments: Besidesthe segmentsthat the companyalreadycatersto, it isgradually expandingits consultancyspread
to other segmentson a larger scalelike power (Hydro,Thermal,Nuclear),Road,water & waste management,gasbasedfertilizers
plantsother energysectorslike CBM,Shalegas,Oil & gasexplorationetc. It is focusingon consultancyandengineeringspaceof these
newareasgoingforward. ForFY17the companyhasreportedhistoricorderbookingsacrossthe different segments.

StrongBalanceSheet: Thecompanyhasa strongbalancesheetwith zerodebt on booksanda healthycashandcashequivalents. The
consultingbusinessplaysa major role in the profitability of the company,with strong Ebidtamarginsin the range of 35-40%. The
companywouldcontinueto focuson the consultingsegmentof mostof newerverticalsthat it plansto enter into goingforward.

Financials: EILis a debt free company. Therehasbeen a turnaround seenafter the flat perfume over the last 2-3 years. Thisshould
ramp up with the economicrecoveryespeciallythe capitalgoodssector. We expectthe companyto ramp up on the marginscoupled
with revenuegrowthgoingforward.

Outlook and Recommendation: Thecompanyis a longterm bet due to its track record,technologicalcapabilitiesanddebt free status.
With entry into newer segments,the scopeof businessactivitieswould further expandin consultancyspacegoingforward. We had
initiated a BUYon the stockwith adjustedtarget priceof Rs250exbonusandmaintain the sameover a 12monthshorizon.

Engineers India Ltd.
CMP: Rs200 |Target: Rs250|Potential upside: 25%

TM



CapacityExpansion:TheTNPLUnit II is gearingup for the next expansion,whereina papermachineof a capacityof 1,65,000 tonnes
per annum will be installed along with state-of-the-art hardwood ECFpulp mill. On implementation of the expansionscheme,the
overallproductioncapacitywill increaseto 7,65,000 tonnesper annum. Themill is in the processof obtainingenvironmentclearance
for the projectandplansto takeup the expansionschemefor implementationduring2018-19.

Cement: SecondLineof Business: TNPLhasset up a 600MT per daycapacitycementplant to producehigh gradecement,usingsolid
waste. TNPLhasusedthe cement producedfrom the abovementioned cement plant for the constructionof the multilayer double
coatedpaperboardproject. It hasexpandedthe cementproductioncapacityto 900per tonsper daywithin 9 monthsfrom the date of
commencementof the project by installingadditionalequipmentsand pre-calcinerin the existingplant at a capitalcost of Rs500mn.
Further,the cementproductionincreasedby38,103MTfrom 1,96,573MTin FY15-16 to 2,34,676MTin FY16-17.

Product Line: TNPLproducesa wide portfolio of high quality surface-sizedand non-surfacesizedpapersbest suited for printing &
writing, coated& uncoatedboardsbestsuitedfor the packagingindustry. It hasmanufactureda new varietyof paperunder the brand
nameάGreenPalέΣusingonly bagassepulp and deinkedpulp. GreenPalis completelyan environmentfriendly paper. Furtherde-inked
pulpproductionincreasedby25,995MTfrom 42,705MTin FY15-16 to 68,700MT in FY16-17.

Exportsas well DomesticMarket: Thecompanyexportsvery high quality printing and writing papersto the developedmarkets. The
exportscontributed20%of the total revenuein FY16-17. ExportHouseStatus: TNPLhasbeenawardedthe statusofά¢ƘǊŜŜStarExport
IƻǳǎŜέbyDGFT-Governmentof Indiain accordancewith foreigntradepolicy.

Financials: Overthe past4 years,there hasbeenconsistentimprovementin the company'sperformancewhichisvisiblefrom the CAGR
in Sales,EBITDA,PATof 12%, 16% and 30% respectively. Theseare expectedto improve still further, once the expansionsthat the
companyhasrecentlyundertakenstartsto reflect into the numbers. Overall,the longterm prospectsarebright for the company.

Outlook and Recommendation: Thecompanyhad temporarilyshut down 2 plants in the month of May due to water scarcitywhich
affected the top line and bottom line in H1FY18. Howeverdue to increasein cement production and new capacityexpansion,we
expectthe companyto outperform the industrygrowth rate. We had initiated a BUYon the stockwith a target price of Rs350which
wasachievedand revisedit further to Rs450andmaintain the same.

Tamil Nadu Newsprint & Papers Ltd.
CMP: Rs446|Target: Rs450 |Potential upside: 1%

TM



Steaming-up for growth: Thecompanyprimarilyoperatesin a singlebusinesssegmenti.e. power generatingequipmentandsolutions.
Apart from the 60%market sharewhich the companyenjoysin India, the strategyto focuson exportshasstarted bearingfruits. TTL
makesuseof internalaccrualsif requiredandtherebymaintainingits debt-freestatus.

Subsidiaries: Thecompanyhasrecognisedthe need of local presencein Europe,Middle Eastand Africa. Thecompanyhastwo fully
ownedsubsidiaries: TriveniTurbinesEuropePrivateLtd,UKandTriveniTurbinesDMCC,Dubai. TriveniDubaiis a fully ownedsubsidiary
of TriveniTurbinesEuropePvt Ltd, UK. As a result of the same,the companyis capableof providingadditional serviceslike general
maintenance,supplyof sparesandmajorupgradesto improveǘǳǊōƛƴŜǎΩefficiencyto its clientsinternationallyaswell.

GE-TTL: As per the 50-50 joint venture agreement; GEtransfers innovative technologyand provide R&D support to the plant in
Bengaluru; to developlow costproductsfor its customers. With world classmanufacturingandtestingfacilities,GETriveniofferssteam
turbinesin the rangeof 30MW to 100MW.

Innovation, Techand IP: TechSavvy: Thecompanyhasthe capabilityof manufacturingturbinesasperŎǳǎǘƻƳŜǊǎΩrequirements. The
R&Ddepartmentis consistentis bringingout 10-12 modelsor variantseveryyear. TTLhasalsorealizedthe importanceof IPRsandhas
beenfiling patents,designsregistrations,copyrightsandtrademarksto protect its innovativeproductsin Indiaaswell asabroad.

After Market Sales: cherry to the toppings: Thecompanyalsohasconsiderableexperiencein Operationsand Maintenance(O&M). It
hasa dedicatedrefurbishingteam to serviceanykind of steamturbines,up to 300MW. TTLtries to respondto the querieswithin 24
hoursandresolvewithin 48hours. After marketserviceaccountsnearly15-20%of the revenues.

Financials: Thisis a debt free companyand is expectedto be so in near future aswell. In the last coupleof yearsthe export market
helpedthe companyto showrobustperformance; the potentialhereisstill high. Coupledwith the expectedgrowth in localmarket,the
companyshallbeablefurther improveuponits performance.

Outlook and Recommendation: The long term prospectsfor the power sector are bright as lot of action is being taken by the
Governmenton this front. TTLcertainlyhasa keyrole to play in this growth. Someof the major triggersfor visibilityof growth for the
companyinclude rapidly increasingexports, increasingaftermarket operations,a strong order book accompaniedwith an enquiry
pipeline. Wehad initiated a BUYon the stockwith a revisedtarget priceof Rs175andwe maintain the same.

Triveni Turbine Ltd.
CMP: Rs134 |Target: Rs175 |Potential upside: 31%

TM



Rapid Transit: Rapidtransit is the need of the hour and major transformationsare taking place in the railway sector due to GOI
initiatives. Someof the major rail improvementprojectshoveraroundmodernizingrailwaystation infrastructure,increasingthe rolling
stock, gaugeconversion,electrification and rail automation etc. Siemensis a one stop solution for coveringall these verticals. The
companyishopefulof gooddevelopmentsfor Kanchraparafactoryorderby railways. Thebiddingfor the tenderwill openin Jan18.

Smartcities: TheGOIhasindicateda planfor developing100smartcitieswhereprojectionplansandlayoutsfor nearly20havealready
beenrolled out by variousstates. Listof solutionsrequired for applicationssuchasfire safety,security,buildingautomation,heating,
ventilation,air conditioning(HVAC),systemintegrationand energymanagementare providedby SiemensLimited. Thisclearlyis a big
opportunityfor the companyunderthe guidanceof the parentcompany.

UpcomingGrowth: Managementis expectingthe demandfor cybersecurityto grow significantly. Thecompanyisdoingits first project
with CLPIndia. Thecompanyhasset-up first digital factory in Kalwa(globalbenchmarked). Themanagementhasdeclaredits intention
on increasingdigital offering to its clients. Thecompanyhaslauncheda productcalled,SIRIUSwhich is developedfor the Indiamarkets
and later for exports. In the segmentfor T&Dordersfrom PGCILhavesloweddown. Themanagementis anticipatingcapexfrom the
state to pick-up in times to come,however,they maynot completelycompensatefor declinein ordersfrom PGCIL. In the segmentof
PowerGeneration,smallercementandfertiliser companieshavestartedspendingon turbines. In addition to this, improvementis also
seenin the industrial processesside as well. On the processindustries,segmentslike Pharma,F&B,packagingetc are driving base
business. In the Wind segment,Siemenssupplieselectrical/ electricalparts to wind turbine players. Wind businesshassloweddown
dueto pricingpressure. Moreover,there isa shift from feed-in to tariff basedstructure.

Financials: Sincelast 2-3 years,the companyhasbeen focusingon profitable growth; they continue to focuson the same. Thisalso
clearlyindicatesthere would be no cut in the sellingprice from Siemenswhile remaininga debt free company. In CY17 there was26%
increasein neworders,14%growth in revenuesand14%growth in profit from operations.

Outlook andRecommendation: Siemensto concentrateon growingthe basebusinessandwin oneor two largeordersper yearwhile it
continuesto focuson the areasof electrification,automationanddigitalization. Thecompanyhasdelivereda strongperformance. The
growth path continueswhich is via all the divisionsof the company. As per the management,the companycontinuesto focus on
winningprojectsfrom the GOIwhere the pushon spendingis high. Thestock remainsasa candidateto SIPinto on a monthly basis.
Wehad initiated a BUYon the stockwith a target priceof Rs1500andwe maintain the same.

Siemens Ltd.
CMP: Rs1237 |Target: Rs1500 |Potential upside: 21%

TM



Key areas of specialization: Hikal supplies molecules for discovery research on contract basis. Backed by state-of-the-art
instrumentationand an experiencedteam, the companyfocuseson researchof new molecules. It is one of the preferredpartnersof
leadingmultinationalcompaniesin different phasesof new drug discoveryand development. Hikalundertakescustommanufacturing
of key intermediatesand activesubstancesfor pharmaceuticaland agrochemicalcompaniesworldwide. In ProcessDevelopment,the
companyhas a successfultrack record in developingnon-infringing processesand scalingthem up from laboratory to kilo scaleto
commercialscaleproduction. Also in analyticalmethod development,Hikal undertakesmethod validation of new substances. The
activitiesincludein-processanalysis,identificationandquantificationof impurities.

Hybrid businessmodel: Thecompanystandsstrongwith the edgeof cateringto different industries,helpingit avoiddependencyon a
single sector. The company is engagedin the manufacturingof various agrochemicalintermediates, specialty chemicals,active
pharmaceuticalingredientsandcontractresearchactivities. In the pharmaceuticalspace,the companyundertakescontractandcustom
manufacturingin intermediatesand APIsfor multinational companies. Thecompanyhasa strongcustomerrangefrom Innovatorsto
midsizeandBiotechto genericcompanies. Hikalis theǿƻǊƭŘΩǎlargestsupplierof Gabapentin, APIfor Neuropathicuse.

Molecular Research: The companyhasseveralresearchmoleculesin variousstagesof PhaseII & III - Buildinga pipeline for future
commercialsupplies. Onan averagethe companyhasbeeninvesting4-5%of its salesinto the R&Dspace. Oneof the keyrequisitesto
be competitive in the field of CRAMSis to come up with new moleculesat regular intervals. With the R&Dfacilities and focusand
investmentsinto research,the companyis well positioned to cater to the clients need of innovation. Hikal has presencethrough
different businesssegmentsacrossthe entire customsynthesisand contract researchcycle. Throughthe different divisions,it is well
positionedto benefit from eachstepfrom discoveryto full scalemanufacturingof an identifiedmolecule.

Financials: Thecompanyhascrossedthe significantmilestoneof Rs10bn in sales. Overthe past2 years,PAThasshowna CAGRof 28%.
Thecompanyhasbeenconsistentwith the EBIDTAmarginin H1FY18 Furtherwe expectGOIto givemore emphasison agricultureand
the companybeingoneof the keyplayersin the agrochemicalspaceto benefit from the same.

Outlook and Recommendation: Thecompanyis at the transformationalstage. It is backedby the existingproductsaswell asthe new
additionsin immediateand long term which will benefit goingforward. We maintain our positive outlook on the companywith a
target priceof Rs325over a 12monthshorizon.

Hikal Ltd.
CMP: Rs234|Target: Rs325 |Potential upside: 39%

TM



GOI reforms in Power sector: The launch of government schemessuch as Deen Dayal UpadhyayaGram Jyoti Yojana(DDUGJY),
IntegratedPowerDevelopmentScheme(IPDS)andNationalElectricityFund(NEF),for improvingdistribution sectorhaveprovidedwith
the growth opportunity. Indianpower anddistribution transformermarket is expectedto witnessa hugeincreasein domesticdemand
asthe energysectorwill evolveto cater to the growingmarket buoyedby initiatives like smart cities,power for all andLƴŘƛŀΩǎbullish
pushfor greenenergybusinessprojectsandsoaringpowergenerationdemand.

TechnicalCollaboration: TRILhasa technologylicenseagreementwith a leadingmanufacturerof power T&Dequipment; FujiElectrical
Co. Limited,Japanwhich grantsthe licenseto TRILto use its technology& know-how to design,manufacture,assembleand inspect
generators. Thecompanyhaslast yearenteredinto a Jointventureagreementwith JiangsuJingkeSmartElectricCompanyLimited,for
purposeof manufacturingand marketingof GIS/HGIS/TGISsystemsand products for 220kV and below and distribution productsof
40.5kVandbelowin India. Thiswill beanopportunityto tap the gasinsulatorsubstationsmarket in India.

New Developments: Thecompanyhasstarted seeingexportsas a potential trigger for its growth. Over the years,the companyhas
investedin technologywhichno other Indiancompanyhasdone. Thecompanyseestrongpotential in ArcFurnacetransformersandits
technology. Themarketfor the sameisaround250mn Euroswherenearly74%of the market iscapturedbyonly4 companies.

StrongOrder Book: Thecompanyhasstrongorder of Rs833cr ason 1st November,2017. TheCompanyreceivedexport order for One
220MVA,132/33kVTransformer. Thisishighestratingtransformerorder for exportbyTRIL.

Financials: TRILhasgonethroughtough times in the last coupleof yearswhereinthe operatingmargins werevery low. However,with
recentGOIreformsin the powersectorwe expectthe companyto postgoodnumbersfrom FY18onwards.

Outlook and Recommendation: TRILis definitely a long term story which is just about to unfold. We had initiated a BUYon the stock
with a pricetarget of Rs55 for a 12monthshorizonand maintain the same.

Transformers and Rectifiers (India) Ltd.
CMP: Rs42 |Target: Rs55 |Potential upside: 31%

TM



Building network: TheIndian optical fibre cables(OFC)market is expectedto grow in a robust mannerdue to expansionof telecom
infrastructure. Thedemandfor globaloptical fibre cableis only seeingan uptick. Growingat a rate of 16% CAGRfrom 2005up until
present2017reflectsa tremendouspotential for India,asit is highlyunderpenetrated. Akshhasalwaysbeeninnovativewith its cable
designsandmanufacturingand is one of the largestmanufacturersof optical fibre andoptical fibre cablesin India. Thecompanyoffers
costeffectivesolutionsfor FTTHapplicationswhich is in line with GOIvisionof digital Indiaandsmartcities. Thecompanyis positioned
asa leaderin FRPmanufacturingandisaimingto increaseits manufacturingcapacitiesof FRPby 200%in the Dubaiplant. Thecompany
hasplanneda diversificationplan for manufacturingof ophthalmiclenswith capacityof 25 Million pair lensper annumand scalable
upto 70 Million pair lensper annumwhich is anticipatedto be commencedduringthe current financialyear. Moreover,1 StopAkshis
the e-governanceservicesarmof AkshOptifibre asa PPPbetweenthe RajasthangovernmentandAkshOptifibreLimited.

Strongnetworking: Thedemandfor more intenseand robust bandwidth,requirementfor more maturenetwork convergence,change
in the tastesfor mediadeviceinteractionand overall requirementfor upgradingthe broadbandnetwork hasled to the emergenceof
Fiber to the X (FTTX)technology. FTTXhas a number of applicationsrelated to traditional internet, security, IPTV,VOIPand many
requirementsof the smartgridor smarthome. Akshhasalwaysbeena keyplayerin the domainfor FTTXandFTTN.

Opportunity via GOI projects: Digital India is a blend of three ongoingprojects namely, the National Optical Fibre Network, the
NationalKnowledgeNetworkand the e-governanceinitiative. Consumersare increasinglyshifting towardsinternet drivenapplications
like E commerce , HDTV,video on demand and high-speed file sharing. To addressthe soaring demand for high speed data
transmission,GOIis investingsubstantialcapital in upgradingthe country's telecom infrastructurewhich will havean impact on the
volume demand for fibre connectivity. The companyhas planned a diversificationplan for manufacturingof ophthalmic lens with
capacityof 25 Million pair lensper annumand scalableupto 70 Million pair lensper annumwhich is anticipatedto be commenced
during the current financial year. Moreover, 1 Stop Aksh is the e-governanceservicesarm of AkshOptifibre. It is a public private
partnership(PPP)modelbetweenthe RajasthangovernmentandAkshOptifibreLimited.

Financials: Thesalesfrom exportshaveincreasedfrom 31%in FY15 to nearly52%in FY17. Thecompanyis lookingat a strategicshift
towardslongterm sustainabilityandriskmitigationthroughdiversemarketportfolio.

Outlook and Recommendation:The emphasis on digitalization would act as a strong positive trigger for the company. We had initiated 
BUY call on the stock with target price of Rs24 and Rs35 and further revise it to Rs45 after the initial targets  were achieved.

Aksh Optifibre Ltd.
CMP: Rs 35|Target: Rs45 |Potential upside: 29%

TM



Strongfoundations: GMMisa market leaderin Indiaandenjoysa marketshareof more than 50%in Glasslinedequipment. Thebasket
of products offered include mixing systems,filtration & drying equipments,engineeredsystemsand other tailor made process
equipments. Thesecustomersarespreadacrossvariousindustrysegmentslike Agrochem,PharmaandSpecialtyChemicals& Dyesetc.
Someof the customersare Bayer,Rallis,GSFC,UPL,Exceland manymore in the Agrochemsector; Cipla,Lupin,SunPharma,Ranbaxy,
Glenmark,IPCAetc. in the pharmaceuticalssegmentandcustomerslike CRODA,Ion Exchange,Thermax,Clariant,Auchel,Heubachetc.

Indian Triggers: Duringthe last two to three years,PharmaIndustrywasthe main driver for the revenuesof the company; however,
the scenariohaschangedand drifted towardsAgrochemand fertilizerscompanies. However,the managementis optimistic about the
revival of growth in Pharma. The companyhas a healthy order back log. The companyis looking to explore opportunities in other
countries. Thecompanywill be installingthe newgasfurnacefor long-term benefits.

OverseasTriggers: Thecompanyis anticipatingmore ordersvia the parent in the next year. Thecompanyis seeingtraction for the
heavyengineeringbusinessviatŦŀǳŘƭŜǊΩǎnetwork. Lastyearthere wasa slowdownin the Europeanmarket,however,there appearsto
be a slowrevival. Initially,GMMPdid not haveaccessto the USmarket; however,with the workingof Mavagpickingup, the companyis
in a positionto pitch to the USmarket. If Mavaghasto grow,it will haveto sourcefrom GMMP,thusMavagis the gatewayto Europe.

PharmaVision: Thegovernmentof Telanganais contemplatingsettingup of a PharmaCity in Rangareddyand Mahbubnagardistricts
of the state. Thevisionis to makeTelangana,a one stop shopfor Pharma,biotech and life sciencescompanies. Thus,GMM Pfaudler
which is one stop solution for all chemicalengineeredequipmentscanbe one of the biggestbeneficiaries. Thestate of Telanganais a
landof hugeopportunities; the companyiswaitingfor environmentalclearances.

Financials: Thecompanyhasbeen successfullymaintainingits operatingmarginsin the rangeof 14-15%. TheaverageROCEfor the
companyover the last 5 yearshas been in the range21-22%. The companyis cashrich. GMM Pfaudleris a debt free consistently
dividendpayingcompany(on a quarterlybasis). Thecompanyaswell asthe subsidiary(Mavag)hasa strongorder book. Thecompany
is fully gearedto capitalizeon the opportunities in the comingyears. The impendinggrowth will be very much apparent from the
H2FY18.

Outlook and Recommendation: Thecompanyhasdelivereda stronggrowth and is providingvisibility of further improvingoperating
margins. Wemaintain a BUYon the stockwith third revisedtarget of Rs1000.

GMM Pfaudler Ltd.
CMP: Rs828|Target: Rs1000 |Potential upside: 21%

TM



Growingstronger: Onthe automotivefront, in India,the groupspecializesin componentmanufacturingfor the two-wheelerandfour-
wheeler industry. Its major products include cylinderheadsand manifolds. Alicon has ambitiousplans to becomeone of the top 5
foundries(innovationand technology)acrossthe globeby FY20-21. Thecompanyis alreadyin the processof filling (process)patent.
Thecompanyhasidentified 16 productsegments(someof which they were alreadyinto) wherethey intend to grow. Thecompanyhas
alreadymentionedtheir intentions to work for e-mobility, e-vehiclesandhybrid vehiclesand or parts. Thereby,with the current focus
on electricvehicles,Aliconsitsin a sweetspot.

GetSetGo: Aliconisdedicatedto the principlesof PQCDDMSE(Productivity,Quality,Cost,Delivery,Development,Management,Safety
and Environment)and is continuouslyscalingthe quality matrix through deployment of Kaizen. Alicon is a one-stop solution for
designing,engineering,casting,machining& assembly,painting and surface treatment of aluminium in India. Nearly 90% of the
revenuesfor the companycomefrom the automotivesegment. Thecurrent capacityutilizationof the companyis around70-75%. The
companyintentionally keepssomecapacityidle, which can be ramped-up in caseof impromptu orders from OEMs. Keepingthis in
mind,the companyhasbeenaddingtangibleassets. Aliconhasidentifiedlandin Kheddistrict in Pune.

Diversepresence: Besidesbeingthe leadingsupplierfor automobiles,the companyis alsogrippingfor other non-automotivesegments
aswell. Althoughthe companyhasconfidencein the auto sectorto do well in the yearsto come; Aliconis takingmeasuresto insulate
its businessmodelfrom the vagariesof anyonesectorby cateringto the requirementsof the non-auto sectoraswell. Tofurther de-risk
its operations,it is expandingthe customerbase,both in India and globally. In times to come,the exportsmarket is expectedto add
stimulusto increasingthe topline, sothe companyisalreadyexploringmoreopportunitieshere.

Financials: Thecompanyhasbeengraduallyincreasingthe dividendpayoutover the last few years. Monsoonshavebeenaveragelyat
95%of the expectationthis year; there canbe a possibilityof highersalesof two wheelersin the rural market aswell asCVand LCV
marketwhichcanbeanaddedboosterfor the company. Theeffectsof GSTaremoreor lessnil for the company.

Outlook and Recommendation: Thecompanystandsstrongand lucrativeto benefit from the growth expectedacrossthe automotive
aswell as the abovelisted non-automotivesectorsgoingforward. Theconvictionprovidedby the consistenttrajectory growth of the
companyis immense. Thesameisalsoboostedby the interestof Enkeiin the business; in May2017, EnkeiCorporationJapan,acquired
8.6lakh equity sharesfrom Alicon at a price of Rs478; thus increasingtheir shareholdingfrom 8.98% to 14.94%. We continue to
maintain our standand recommenda BUYon the stockwith a (third revisedtarget) priceof Rs750with a 12ƳƻƴǘƘΩǎperspective.

Alicon Castalloy Ltd.
CMP: Rs702 |Target: Rs750 |Potential upside: 7%

TM



PoisedTo Grow: PELhasevolvedfrom a companymanufacturingregularexplosivesto manufacturingsolid propellantsfor missilesin
India. The companyhas successfullymatched the quality parametersfor sustainergrains for Akashmissileand is also working in
advancedstageof induction of Astra. The companyhas receivedIndustrial Licensesfor manufactureof ammunition,warheadsand
other defencesupplies. A newcompanynamedPELNEXTDefenceSystemsPrivateLimitedwasincorporatedasa subsidiary.

Make in India: Historically,India had been dependenton imports from other countries; however the GOIis now trying to bring in
self-relianceandreducethe dependencyon foreigncountriesin the defencesegmentby promotingMakein Indiawhereindigenisation
is the prime focus. Someof the recentmeasuresto promote defenceindustryin India include,allowanceof FDIin defence,simplifying
the procedurefor grant of industrial licenses,equal opportunities for the private & public sectorand programssuchas Buy(Indian-
IDDM),Buy(Indian),Buy& Make(Indian),MakeI andMakeII. PELis rightlyplacedto takeadvantageof theseopportunities.

Ammunition Shortfall: Ammunitionsareconsideredverycriticalwar fightingrequirements. However,asper someresearcharticles,the
paramilitaryforcesare facingshortageof ammunition for their weapons. Thisshort fall is a definite opportunity for the private and
smallfirms.

Solid Propellants: The top 5 tactical missilessystemswhich come under Integrated GuidedMissile DevelopmentPrograminclude
Prithvi, Agni,Trishul, Akashand NAGwhere DRDOand BDLare the key developers. Solidpropellantsfor many of these missilesare
provided by PEL. In July2016, the companydelivered its 1000th AkashMissileBoosterGrain to BDL. Thereseemsto be a volume
growth in Akashmissilesystemwhich indirectly is beneficialfor PEL. Thecompanyhassuccessfullymatchedthe qualityparametersfor
Sustainergrainsfor Akashmissilewhicharecurrentlybeendispatched.

Financials: Wehaveseenthe conservativegrowth by the companyuntil now. It appearsthat the foray into defencesectorshallchange
the rate of growth of the companyin the coming3 to 5 years. Thiswill enableinvestorswitnessa seachangein the future financialsof
the companyasalongwith growth in turnover,operatingmarginsare alsoexpectedto improve. We would not be surprisedto seePEL
asa defencedominatedproductcompanyin the comingfive years.

Outlook and Recommendation: The changingface of India involving rising construction activities, GOI promoting Make in India;
opportunitieslike ammunitionshortfall; goalto reducethe importsof weaponssystem& defenceequipment,will providea boosterto
the company. Wehadrecommendeda BUYcall on the stockwith a target priceof Rs450and revisedthe sameto Rs600.

Premier Explosives Ltd.
CMP: Rs436|Target: Rs600|Potential upside: 38%

TM



DiversifiedBusiness: Thecompanyhas its presenceacrossa number of sectorsand segmentsin Oral care,Paperindustry,Pharma
excipients,PaintIndustry,AnimalFeedindustry,Liquorindustryetc. Dueto the presencein multi facetedindustry,GPLappearsto be in
a verysweetspot wherein largenumberof productsmanufacturedby the companylike Sorbitol,PCC,WGCC,HFRS,BrownRiceSyrup,
RiceSyrupSolidsetc areused(maybedirectlyor indirectly)in dayto daylife.

Onsite- PCCPlant: GPLhasbeenservingthe paperindustrysincelast 25 years. GPLis the first in the country to introducethe concept
of on-site PCCmanufacturingplant for ValueAddedPaper(VAP)industries. Asof now, the companyhassuccessfullyinstalledits sixon-
site PCCplants. It is estimated,there canbe an exponentialin the segmentfor VAPin manyof the developedanddevelopingnations.
GPLis the only Indian companywhich is offering onsite PCCtechnologyand providing plants to overseascustomersas well. The
companyhasalsoenteredinto anarrangementto setup a 24000MTPAon sitePCC/ WGCCplantwith a papermill in westernUP.

BusinessGoingForward: GPLhasconstantlybeenproducingSorbitol-70%solution,LiquidGlucose,Maltro-DextrinPowder(MDP)and
DextroseMono-Hydrate(DMH). Apart from these,the companyis alsoworkingaheadof time and tries to introducenew productsin
the market. Thecompanyis recentlyworkingtowardssugaralternativesnamedHighFructoseRiceSyrup(HFRS),Brownrice Syrupand
RiceSyrupSolids.

Distilleries: Thougha verysmallportion of the total revenue; GPLis alsoinvolvedin the businessfor distilleries. Thecompanyis in the
processof settingup a grainbaseddistilleryfor manufacturingpotablealcoholin ChhindwaraMadhyaPradesh. Trialrun of the distillery
hasbeen completedand the companyis anticipatingcommercialproduction soon. Thebenefitsof the upcomingdistillery will show
direct impacton the top line.

Financials: The companyis facingsomemargin pressureas it intends to gain somemarket sharefor sorbitol. The current year, the
companyis sacrificingmarginsfor gainingmarket share. Thecurrent financialyear appearsto be a year of consolidationfor Gulshan
Polyols.

Outlook andRecommendation: Thecompanyisshowingstrongrevenuevisibilityin distant future. the companyisbecomingaggressive
with a view to gainmarketsharewhichcanbe at the costof margins. Consideringthe current financialyearasa yearof consolidation
for GulshanPolyols,we revisethe target pricebackto Rs110

Gulshan Polyols Ltd.
CMP: Rs86|Target: Rs110 |Potential upside: 28%

TM



Businessprofile: Gufic is one of the largestmanufacturersof Lyophilizedinjectionsin India and hasa fully automatedlyophilization
plant. The operationsof the companymainly involve ContractManufacturingand Bulk Drugs/ API. In contract manufacturing,the
companystandsout asa valuedandtrustedpartner. TheAPIsmanufacturedcatersto different therapeuticsegments.

Segmentalcontribution: The managementhas indicated a 20-25% growth every year for the next 2-3 years in the formulations
segment. Further, the companyplans to graduallyexit from the consumerbusinessdivision. However,the companywill take new
tenders in the consumerbusinessonly if ǘƘŜǊŜΩǎa presenceof 8-10% marginswith a view to focuson the core businessitself. The
companycurrentlyoffersaround72 injectableproductsof superiorquality. Goingforward, in the offerings,the companyintendsto add
8-10 injectableproductsper year.

Operationsthrough different divisions: Thecompanycurrently operatesits businessthrough 5 divisions. Lookingat the demandand
opportunities,the companyhasadded1 more divisioni.e. Infertility divisionto its operation in FY17-18. Thecompanyis striving for
innovationin its new divisionof Infertility i.e. insteadof injections,oral therapy is considered. Further,the companyexpectsto add 1
moredivisionby the endof the FY18. Themanagementhasanambitiousplanto add1 divisioneveryyearfrom FY19onwards

Mergersis the key: After the mergerof GuficBiosciencesand GuficStriddenBio-Pharma,the companywill mergeGuficLifeSciences
PvtLtd with itself whichwill provideimpetusfor further growth. Themanagementintendsto usethe capacityof GuficLifeSciencePvt
Ltd insteadof givingcontract to third party which will help safeguardthe technologyand saveon costaswell. TheCurrentcapacityis
12lakhvialsand15lakhvialsfor GuficBioscienceLtdandGuficLifeSciencePvtLtdrespectively.

Financials: Therehasbeena consistentgrowth seenin the revenuesaswell asthe profits of the company. Goingforward aswell with
the triggersbeingintact, the companyis expectedto clockgoodnumberson the top aswell asbottom-line.

Outlook andRecommendation: Thecompanystandsto benefit from the expertiseof the managementin the Pharmaspace,excellence
in the domain of businesswith a strong clientele and manufacturingfacility. Increasein the capacitywith commercializationof
lyophilizedfacility is yet anotherpositivefor the company. We had initiated a BUYon the stockwith a target price of Rs75 which has
been achieved. It was further revisedto Rs100which was alsobreached. We havea revisedtarget price of Rs140 over a 12months
horizonandmaintain the same.

Gufic Biosciences Ltd.
CMP: Rs127|Target: Rs140 |Potential upside: 10%

TM



SpecialityChemicalsand AgrochemIntermediates- TheBackbone: Excelhasan experienceof more than 7 decadesin processand
product developmentcateringto different agrochemicalintermediates. Thesegmentfor chemicalswhich engagesspecialtychemicals
& intermediatesproducedfor variousindustrieslike agriculturalchemicals,polymer,manufacturing& processing,soap& detergents,
dyes& intermediates,water treatment and Pharmahave been contributing nearly 96% to the total revenueof the company. The
company has a well-establishedpresencein production of phosphorusintermediates which are used further for production of
Organphosphorus(OP)insecticides.

Solid Remedyfor Solid OrganicWaste: The ever-increasingpopulation, economicgrowth and the shift towards urban cites invites
problemsassociatedto tacklingtonnesof waste. Excelwasthe first Indiancompanyto innovateSolidand LiquidWasteManagement
technologiesand still continuesto be the front runner in this philosophywith innovativeproducts like OWC,Bioneer, Bioculumand
Sanitreat. Realizingthe importance of decentralizingwaste managementsystem, Excelhas improvised to create OrganicWaste
Converter(OWC).

API: Pharmaand Veterinary intermediates: Manymoleculesare expectedto go off patent by 2020providingan opportunity of nearly
USD155bn, of which more than 40 moleculesof renowneddrugswill open the doorsfor IndianAPImanufacturers. It is quite evident
that India is one of the most preferreddestinationfor APIsdue to manyfactorssuchascost advantage,advancedtechnology,better
infrastructureetc

The Polymer Input Division: It is quite evident that the use of polymers in industries like automobiles,electronics,construction
industry,powerequipment,aerospaceetc. iseverincreasingdueto shift in lifestyleacrossthe world. Thisclearlyprovidesa goodvision
for increasein demandfor PolymerInputsandAdditivessegmentaswell.

Financials: Thecompanyreducedthe debt by Rs180mn in FY17 which wason accountof receipt of Rs300mn from saleof holding in
excelcropcare. Goingaheadwe couldseeimprovementin margin with operationalefficiencies.

Outlook and Recommendation: Thebusinessof the companyrelatingto the specialtychemicalssegmenthasbeenimprovingover the
years,moreover the vision for future can be perceivedfrom the segmentof Pharmaintermediatesand that of EnviroBiotech. We
maintain a BUYon the stockwith a revisedtarget priceof Rs800from a 12-month perspective.

Excel Industries Ltd.
CMP: Rs629 |Target: Rs800 |Potential upside: 27%

TM



Revivalof Steel Industry: Steeland foundry industriescomprisethe largestgroup of the ŎƻƳǇŀƴȅΩǎcustomers. LƴŘƛŀΩǎsteel sector
posteda robust11%growth in productionin 2016-17at 101.2 MT. SAIL,RINL,TataSteel,Essar,JSWL& JSPLtogetherproduced57.5 MT
during April-March 2016-17, which wasa growth of 18.5% comparedto sameperiod last year; while production for other producers
wasdown by 1.2%. Insolvency& Bankruptcylaw set to playa crucialrole in the revivalof Indiansteel Industryas5 companiesbelongs
to steelIndustry out of the total 12beingdraggedinto the Insolvencylaw. Governmenthasbeentakingmeasuresthat includeallowing
the promotersto bid for insolventcompanies,carryforwardsthe unabsorbedlossesof insolventcompaniesevenwhenmore than 50%
shareholdingchangetakesplace.

Enhancingcapacity utilization: The current capacityutilisation of the companyis approx. 60-65%. As per the management,the
companystandsstrongto ramp up its capacity,which couldgo up by ~30π35%. Thetapholeplant in Vizagis still unutilisedand canbe
easilyutilized as demandpicksup as the blast furnace is very closelyknit. Also,as indicatedby the management,they have made
substantialprogressfor their globalcentre of excellencefor advancedrefractoriesin Visakhapatnam(Vizag),India which shouldalso
helpthe companyaddto its currentproductbasket.

DebtFreeStatus:Thecompanyenjoysdebt free status

Financials: Despitea slow down in the steel industry, companyhasbeen able to maintain the EBITDAmargin. Further from CY14 to
CY16,ŎƻƳǇŀƴȅΩǎTop-line and Bottom line hasshowna CAGRof 13%& 21%respectively. With ramp up in the capacityutilization and
revivalof steelindustry,the companystandsto strongbenefit from the same.

Outlook and Recommendation: VILis the largestplayerin the steel flow control segmentin the refractory industrywith market share
of ~50%andoverallmarket shareof ~12%in refractories. With growth starting to pick in the IndianSteelproduction,companyis well
poisedto tap growingopportunities lying ahead. We recommenda BUYon the stock with a target price of Rs1500for a 12 months
horizon.

Vesuvius India Ltd.
CMP: Rs1391 |Target: Rs1500 |Potential upside: 8%

TM



ShockProof Products: Munjal ShowaLimitedis a reputednamein the auto ancillariesmanufacturingmarket. MSLservesasan original
equipment manufacturer to a wide range of upper-end cars and export models of Maruti Suzuki,Honda City, KawasakiBajaj
motorcycles,KineticScootersandHerorangeof mini-motorcycles& mopedsand HondaMotorcyclesandScootersIndia (Pvt)Limited.
The products of the companycan be easilyclassifiedinto a singleprimary businesssegmenti.e. ShockAbsorber. Thereare many
variantsof shockabsorberslike FrontForks,RearCushions,StrutsandGasSpring,RearDoorLiftersetc. Munjal ShowaLimitedisoneof
the largestsuppliersof shockabsorbersto someof the majorandesteemedauto giantsin India,Japan,Germany,UnitedStatesandUK.
The products offered by the companyare amongstthe highest standardsof quality, safety, comfort and dependability. Theseare
QS9000, ISO14001and ISO9001compliant. Themanufacturingmethodsat Munjal are under constantupgradation,modificationand
improvementin order to realizehigherproductivity. Thecompanyusesthe Japanesesystemof encompassing5S,3G, 3K, 3M, in the
work culture. Thus,the useof advancedtechnologyat its ultra-modernfacilitiescoupledwith Japanesework culture contributesto the
outstandinggrowth in the company.

TechnicalEdge: (i) Total Productive Maintenance: By now, the technical core of the companyis more or less Japanesestyle of
manufacturing. Munjal hasstartedfollowingTotalProductiveMaintenance(TPM)with the helpof JapanInstitute of PlantMaintenance
(JIPM)and CII,TPMClubIndia. Themajor objectivesof TPMare to increasePQCDSMEviz Productivity,to improvequality, to reduce
costs,to ensurein time delivery,to increasesafety,to increaseprofitability, to build moraleandto protect environment. (ii) LeanTPM
activities: Thecompanyis followinga combinationof TPMalongwith leanmanufacturingsystem(whichis alsoknownasValueStream
Mapping). Someof the benefitsof usingthis conceptare lesserconsumptionof electricity, lesseroccupancyspaceby machinesand
lesserinputs required for consumables,manpower, tools, oils, lesserset-up time and cycle time. Overall, religiouslyfollowing this
techniquehashelpedthe companyreducethe costof manufacturing.

Financials: Thisdebt free companyhashada toughtime in the last two to three quarters. Thelongterm prospectsfor the auto industry
arebright asIndiacouldbecomea majorhub of manufacturingfor someinternationalbrandsandthis shouldbenefit the auto ancillary
industryhugely. Thecompanyhasa gooddistributionpolicyandoneexpectthis to becomeevenbetter in future.

Outlook and Recommendation: Thestockis currently not on the radar of any fund managerthough it hasa few HNIsholding it. We
couldseea totally different MSLin times to come. We maintain a Buyon the stockwith a target price of Rs300over a horizon of 12
months.

Munjal Showa Ltd.
CMP: Rs285 |Target: Rs300 |Potential upside: 5%

TM



Rangeof products: Bharat RasayanLimited (BRL)is the flagshipcompanyof the Bharat Group engagedin the manufacturingof
technicalgradepesticides,which in turn is usedfrom manufacturingof formulationsfor agrochemicalindustry. Theproductsportfolio
consistsof a wide spectrumof pesticides,fungicides,herbicidesetc. that cater to everyarenain the agriculturalsectorof crops(food
and commercial),horticulture and floriculture, in applicationsfor public health, house-keepingand veterinarytreatment besidesloss
prevention in warehouses,depots and granaries. The group has market leadershipin many products which include Meta Phenoxy
Benzaldehyde(MPB),LambdaCyhalothrin (LC),Piroxofoppropinyl, Thiamethoxamand Cypermethrinamong others for which the
companyisa preferredsupplierin the internationalmarkets.

ContractManufacturing: Therehasbeena manufacturingshift indicatedby the managementfrom Japanese& Chineseplayerto Indian
players. The companyhas been putting in efforts to tap different MNCsfor off patented and patented moleculesmanufacturing
realizingthe fact that once these relationswhich are quite an effort to be made,they are to stay,addinglongevity to the business.
Thereare earnestefforts beingput to bring up the manufacturingstandardsup to the mark to garnerasmuch as they canfrom the
shift happeningat the macroindustriallevel.

Industry Opportunities: Thecompanyhasbeenputting earnestefforts to upgradeasper latest trendsin demandandtechnology. Also
in terms of internationalmarkets,it hasbeenstronglyplacedto get registrationsacrosskey developingmarketsof LATAMand Brazil
and the developedmarketsof USand EU. Thecompanyis well versedwith the demandprospectsfor the agrochemicalindustrywith
the growth and opportunitieswitnessed. Overall,the companyis well on track to maintain its stanceand ramp up its market sharein
the agrochemicalmarketsdomesticandinternationally.

Financials: The company has reported consistent growth and improved financial performance. One of the key parameters; the
operatingmarginshasseenimprovementandthis couldfurther improvein timesto come. Themanagementhasthe visionto makethe
workingcapitalalsonegativein nextcoupleof years. Thebalancesheetratiosarealsoset to improvefurther.

Outlook andRecommendations: With the increasingnecessityof cropprotectionanddevelopment,there is impetusbeinggivento the
agrochemicalindustryasa whole. BRLis one of the pioneersin this field with immenseexperienceand caliberto servethe expected
increasein demand. We had initiated a BUYon the stock with a target price of Rs3,500 and Rs4250 which hasbeen achieved; we
further reviseour target to Rs5000over a 12monthshorizonandmaintain the same.

Bharat Rasayan Ltd.
CMP: Rs4174 |Target: Rs5000 |Potential upside: 20%

TM



Ramp-up in Capacities: Implementationof the methylaminesplant at Dahej is in full swing. Barringunforeseencircumstances,the
companyexpectsto commissionthe plant by the 3Q-FY18. Thisplant is expectedto add 100 tons per day to the existingcapacity,
expandableto 150tons later. In termsof the volumeswith the shift from the existingcapacityit couldbe 50 tonsper day. Thecompany
isalsoplanningfor a newplant to produceacetonitrileat Dahej.

Presenceacrossdifferent industries: The companydeals in more than 104 products which can be diversified in 4 categoriesi.e.
Aliphaticcompound,Ethylene,AmineDerivativeandspecialtychemicals. Thecompanyhasa rangeof productsto offer whichcatersto
varied industries, thereby giving it the diversity and not dependent on single clientele for revenues. The major customer for the
products of the company is the Pharma Industry, with the largest range of aliphatic amines manufactured by the company.
Agrochemicalsis the secondmajor industry for the companywith aliphatic aminesused for manufacturinginsecticides,pesticides,
herbicides,insectrepellent,animalfeed,etc.

Specialtychemicalssegment: the key to growth: TheIndian specialtychemicalsindustry is valuedat approximatelyUSD25bn and is
expectedto standat USD33.2bn by 2019asper marketresearchreport. In the AACLspecialtychemicalsportfolio, Acetonitrileis the key
product in terms of value and volume. The companystandsas one of the leadingmanufacturersof acetonitrile in the world. The
companyhasundertakenexpansionin the productionwith a capexof approximatelyRs160mn. Thiswould be majorly to cater to the
Pharmaand fine chemicalsmarket. Thereby, the growth momentum seen in the specialty chemicalsmarket coupled with the
sufficiencyof the companyin termsof capacitiesanddemand,we expectsignificantcontributionto the revenuesgoingforward.

Financials: Thecompanyhasreported consistentgrowth in the saleswith increasingprofitability. It standsstrongon the operational
front with marginsbetter than the industrytrends. Thevariousexpansionsanddebottleneckingof capacitiesbeingundertakenby the
companyshouldfurther addto the growth of the company.

Outlook and Recommendations: Beingone of the leadingplayersin its business,the companyis stronglyplacedto benefit from the
opportunitiesin the overallchemicalsector. Wehad initiated with a target priceof Rs550which hasbeenbreachedand further revise
the target to Rs700over a 12monthshorizon.

Alkyl Amines Chemicals Ltd.
CMP: Rs670 |Target: Rs700 |Potential upside: 5%

TM



EngineeringBusiness: Indabrator is a leading manufacturer,supplier and exporter of surface preparation equipment's, providing
servicesto different Indian industries like Foundries,Forgingplants, Automotive industries,Indian railways,Defenceorganizations,
Heavyengineeringindustries,Shipbuildingindustries,Chemicaland Petrochemicalindustriesetc. Nescohasits own captivealloy iron
foundry. ThecompanyhasbeensupplyingŜǉǳƛǇƳŜƴǘΩǎto customersin the domesticaswell asin the internationalmarkets.

NescoRealty: Thecompanyhaspresencein facilitiesdevelopmentand managementbusiness,with its venture into realty segment,
capitalizingon the area of over 70 acres that the companyowns. It has been constructingand leasingout buildings to IT, ITES
companies. With the strategiclocationbenefit that the companyenjoys,it hasbeendoingverywell with ITcompaniesto be partnered
with. Constructionof the IT-4 whichhasa total built up areaof 17 lakh.sq.ft . is in full swingandexpectedto becompletedby1QFY19.

BombayExhibition Centre- the cash-cow: Nescoowns and lends out the BECwhich is a 4.5 lakh sq.ft centre at Goregaonon the
WesternExpressHighway. Structurallyit is well equippedwith four hallshavingall the latestamenities. Duringthe last financialyear,at
the BEC,the companyhad 109exhibitionsof which 27 were new additions. It is planningto build a new world classexhibitionCentre
whichwill haveusableareaof approx. 35 lakhsqft anda built up of 70 lakhsqft. Thetotal costof the project will be Rs2,400cr overa
periodof 6-8 yearswith the assistanceof anAustralianarchitecture.

NescoHospitality PrivateLimited: Thecompanyhasstarted food court serviceswithin the NescoComplexwith leadinginternational
andnationalfood brandsto caterto the growingdemandof quality food servicesfrom the exhibitionorganizers,exhibitors,visitorsand
employeesworking in NescoIT Park. The companyis taking stepsto establisha large world classkitchen measuringapproximately
24,000sq.ft ., havinga capacityto producearound15,000mealsper day.

Financials: The companyhas indicatedof expansionacrossthe IT park, BECand Nescohospitality which would cost approximately
Rs15,000mn whichwould be met by the own resourcesof the companywithout anyborrowingsneeded. Further,oneof the attractive
triggersis the debt free statusof the company.

Outlook and Recommendations: The company continues to be an attractive bet with a blend of high quality businessand a
conservativemanagementcombined with a first-classasset base, which is being exploited slowly. The diversified business,well
managedby the controllinghandslooksattractive from an investmentpoint of view. We continue to recommenda BUYon the stock
with a target priceof Rs640(adjustedfor the stocksplit) from a 12monthshorizon.

Nesco Ltd.
CMP: Rs528 |Target: Rs640 |Potential upside: 21%

TM


