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On the domestic front, focus will now shift to the RBI policy meeting that is scheduled next week. Expectation
is that the central bank could hold rates unchanged but hawkish comments from the governor would be
slightly supportive for the currency.

Q1FY19 results so far have been encouraging on a lower base due to GST impact on earnings last year. In the
coming week, around 450 companies will declare their corporate earnings, which include largecaps like HDFC,
Tata Motors, ONGC, Tech Mahindra, Shree Cement, Axis Bank, Vedanta, UPL, Power Grid and Titan Company.
In the broader space, IDFC Bank, InterGlobe Aviation, Avenue Supermarts, Escorts, Idea Cellular, Central
Bank of India, Godrej Consumer Products, IDFC, Dabur India, Bharat Electronics, Bank of India, Tata Global,
Marico, SAIL and Wockhardt will announce earnings.

Investors will also keep an eye on macroeconomic data like India Core Infrastructure Output for June which
will be released on Tuesday. India Nikkei Manufacturing PMI for July will be announced on Wednesday and
Nikkei Services PMI for July on Friday.

India’s Foreign Exchange Reserve for the week ended July 27, and deposit & bank loan growth for the week
ended July 20 will also be released on Friday.

Larsen and Toubro (L&T)
CMP: Rs. 1,311, Target price: Rs. 1,450, Upside: 11%

L&T posted stellar set of numbers in Q1FY19. Consolidated PAT for Q1FY19 registered a strong growth of 36
percent on yoy basis to touch Rs. 1,215 crore.

While revenue came in at Rs. 28,283 crore for the quarter ended June 30, 2018, registering a growth of 18%
on a y-o-y basis with pick up of execution momentum in project businesses, robust growth in services
business and recognition of revenue on completed performances in Realty business under the newly introduced
accounting standard for revenue recognition (IND AS 115). International revenue during the quarter at Rs
9,669 crore constituted 34% of the total revenue in line with previous year.

In Q1FY19, its key infrastructure segment, accounting for 43 percent of revenue, delivered 9.7 percent year-
on-year growth due to improvement in execution. Apart from the power segment which saw a degrowth of 39
percent, which accounts merely 3.8 percent of the business, other segments such as heavy engineering
delivered 29 percent growth, followed by a 37.4 percent growth in defence and a robust 38.5 percent growth
in the hydrocarbon segment. Hydrocarbon, which accounts for 12.4 percent of the total topline witnessed a
strong revival owing to higher oil prices and growth in capex.

Order flows of Rs 361.42 billion during the quarter, marking a growth of 37 per cent, with pick-up in domestic
ordering activity during Q1FY19 indicates better days for the firm ahead. The company has given 10-12
percent order inflow guidance for the current year, most of which is expected to come in the first half or by the
third quarter of current fiscal.

The Company has bagged new orders worth Rs 36,142 crore at the group level during the quarter ended June
30, 2018, recording a growth of 37%, International orders at Rs 9,404 crore constituted 26% of the total
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order inflow. Infrastructure, Hydrocarbon and Heavy Engineering businesses largely contributed to the growth

in order inflows during the quarter.

Consolidated Order Book stood at Rs. 271,732 crore as at June 30, 2018 which provides strong visibility in
terms of the revenue growth and profits over the next two years. International Order Book constituted 23% of
the total Order Book. At CMP of Rs. 1,311 (Face value: Rs. 2), the stock trades at a P/E of 25x on FY18 EPS.
Going forward, L&T management is expecting order inflows to remain strong in FY19 ahead of the general
elections in 2019. And with the execution improving and other businesses such as technology and finance
making higher contribution, it should deliver double-digit growth in sales and earnings. We expect a target of
Rs. 1,450 in 9-12 months (25x at estimated FY19 EPS).

Asian Paints Ltd.
CMP: Rs. 1,434, Target price: Rs. 1,600, Upside: 12%

Decorative paints business in India registered double digit volume growth in Q1FY19, aided by the low base
effect of Q1FY18.

The Company witnessed 30.56 per cent rise in consolidated profit at Rs 558.02 crore for the quarter ended
June 2018. It has posted a net profit of Rs 427.41 crore in the corresponding quarter last year.

The company believes the GST rate reduction from 28% to 18% is a good move in the right direction and will
help boost demand from small consumers. The Company plans to pass on the benefit of rate reduction due to
GST to consumers.

However, the management is cautious about the fact that the input prices have been increasing continuously,
and they expect costs to inflate by at least 10% in the next quarter. The management has said that the price
hikes taken in March 2018 and May 2018 (cumulatively 3.3%), only partially pass on the impact of the rise in
RM costs. It expected to take further price increases to mitigate the impact. However, it has deferred the
decision in lieu of the GST rate reduction.

In the Industrial business, good demand conditions in the General Industrial and Auto Refinish segment helped
performance of the Automotive coatings JV (PPG-AP). While the Industrial Coatings JV (AP-PPG) saw good
growth across both - protective coatings as well as powder coatings segment.

Overall, International operations faced challenging conditions with issues like forex unavailability, difficult
weather conditions impacting business performance.

The Company expects the recent reduction in GST rate on paints from 28% to 18% to reduce price differential
between organized and unorganized players and drive market share gains. The Company is taking steps to
pass on the benefit of the 10ppt GST rate reduction to consumers. This would entail re-stickering of all
company owned inventory to reflect the GST rate adjusted price.

While the reduction in GST rate should automatically drive 10% reduction in MRP, actual benefit passed on to
the consumer may depend on the competitive intensity within the dealer network as most paint products are
sold below MRP.

The company remains hopeful of recovery in demand going forward on the back of upcoming festive season as
well as demand recovery in key South India market. The Company plans a capex of Rs. 1,000 crores in
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standalone books in FY19, of which Rs. 800 crores would be incurred for its under-construction greenfield
facilities in Mysuru and Vishakhapatnam. Consolidated capex is likely at Rs. 1,200 crores.

At CMP of Rs. 1,434 (Face value: Re. 1), the stock trades at a P/E of 67x on FY18 EPS which is at premium to
its peers in the sector. Overall the rally in FMCG stocks is owing to a rush by investors to grab a piece of
India's consumer demand story which has rerated the valuation of FMCG companies to the highest in nearly
three decades. The sector's rich valuation is owing to a combination of strong fund inflows on and a relative
lack of opportunity for investors.

The stock of Asian Paints has rallied in recent times owing to strong result in Q1FY19, we still believe there is
upside as it is one of the strong play on India’s consumption theme with quality management pedigree. We
believe the stock will always trade at a premium as it is a market leader with a gigantic scale achieved over
the years. We expect a target of Rs. 1600 by FY19 end.
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Ajcon Global Services Ltd. is a fully integrated investment banking, merchant banking, corporate advisory, stock broking,
commodity and currency broking. Ajcon Global Services Ltd. research analysts responsible for the preparation of the
research report may interact with trading desk personnel, sales personnel and other parties for gathering, applying and
interpreting information.

Ajcon Global Services Ltd. is a SEBI registered Research Analyst entity bearing registration Number INHO00001170 under
SEBI (Research Analysts) Regulations, 2014.

Individuals employed as research analyst by Ajcon Global Services Ltd. or their associates are not allowed to deal or trade
in securities that the research analyst recommends within thirty days before and five days after the publication of a
research report as prescribed under SEBI Research Analyst Regulations.

Subject to the restrictions mentioned in above para, We and our affliates, officers, directors, employees and their relative
may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or
derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage.

Ajcon Global Services Ltd. or its associates may have commercial transactions with the Company mentioned in the
research report with respect to advisory services.

The information and opinions in this report have been prepared by Ajcon Global Services Ltd. and are subject to change
without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person
or to the media or reproduced in any form, without prior written consent of Ajcon Global Services Ltd. While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Ltd. is under no obligation to
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent
Ajcon Global Services Ltd. from doing so. This report is based on information obtained from public sources and sources
believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed.
This report and information herein is solely for informational purpose and shall not be used or considered as an offer
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though
disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Ajcon Global
Services Ltd. will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes
investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate
to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all
investors, who must make their own investment decisions, based on their own investment objectives, financial positions
and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any
recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary
because of changes in interest rates, foreign exchange rates or any other reason. Ajcon Global Services Ltd. accepts no
liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in
projections. Forward-looking statements are not predictions and may be subject to change without notice. Ajcon Global
Services Ltd. or its associates might have managed or co-managed public offering of securities for the subject company or
might have been mandated by the subject company for any other assignment in the past twelve months.

Ajcon Global Services Ltd. encourages independence in research report preparation and strives to minimize conflict in
preparation of research report. Ajcon Global Services Ltd. or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither Ajcon Global Services Ltd. nor Research Analysts have any material conflict of interest at the time of
publication of this report.
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It is confirmed that Akash Jain — MBA (Financial Markets) or any other Research Analysts of this report has not received
any compensation from the company mentioned in the report in the preceding twelve months. Compensation of our
Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Ajcon Global Services Ltd. or its subsidiaries collectively or Directors including their relatives, Research Analysts, do not
own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding
the publication of the research report.

It is confirmed that Akash Jain — MBA (Financial Markets) research analyst or any other Research Analysts of Ajcon Global
do not serve as an officer, director or employee of the companies mentioned in the report.

Ajcon Global Services Ltd. may have issued other reports that are inconsistent with and reach different conclusion from the
information presented in this report.
Neither the Research Analysts nor Ajcon Global Services Ltd. have been engaged in market making activity for the
companies mentioned in the report.

We submit that no material disciplinary action has been taken on Ajcon Global Services Ltd. by any Regulatory Authority
impacting Equity Research Analysis activities.
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or view (s) in this report.
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