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Strong run continues; maintain BUY
= Strong show in Q2 led by highest ever order inflows of Rs 892bn (exit book
of Rs 4.5tn), robust execution and working capital efficiency

= H2FY24 pipeline at Rs 8.8tn a big positive; key subsidiary Hyderabad

metro improving its operating performance

= FY24/FY25 PAT estimates hiked 12%/10% and TP raised to Rs 3,500 (vs.
Rs 3,000) on a higher core EV/IEBITDA multiple of 18x (vs. 15x); retain BUY
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Strong execution, record inflows: Strong project execution in Q2FY24, particularly
in international orders, saw LT clock 19%/37% YoY revenue/PAT growth to Rs 510bn/
Rs 39bn. The company posted its highest ever order inflow of Rs 892bn in Q2 and the
addressable pipeline for H2FY24 stands at Rs 8.8tn despite the approaching 2024
elections, driven by infrastructure (Rs 5.1tn) and hydrocarbon (Rs 2.9tn) projects.

Margins to improve gradually from H2: EBITDA margin in legacy orders slipped
40bps YoY to 11% and continued to weigh on LT’s core margin which stood at a
muted 7.4% in H1FY24. Management expects to complete all legacy orders this
year and has hence guided for an FY24 EBITDA margin band of 8.5-9% (vs. 9% at
the start of the year) from 8.6% in FY23, before normalising to ~10% by FY25.

Order and revenue guidance reiterated: LT maintained its FY24 order inflow and
revenue growth guidance at 10-12% and 12-15% respectively, with a positive bias.
The company ended H1 with a record Rs 4.5tn order book, up from Rs 4.1tn the
previous quarter, implying a ~3x book-to-bill ratio Working capital-to-sales improved
to 16.7% in H1 from the usual 20-22%, likely helped by good collections as well as
strong orders, and management expects to maintain a range of 16-18% for the fiscal.

Buyback to aid ROE: Return of capital through the recent Rs 100bn share buyback
along with the special dividend paid out in Q1 would boost return ratios. H1 ROE
has improved 310bps YoY to 15.3% and LT retains its long-term target of ~18%.

Subsidiary performance mixed: The company’s Hyderabad metro subsidiary posted
lower losses as daily ridership reached 0.42-0.46mn in H1 vs. 0.4mn in FY23. The
Nabha power project saw lower power demand in July but a pickup in August.

Maintain BUY: LT is a strong play on the India capex story and among our top sector
picks. We hike our FY24/FY25 PAT estimates by 12%/10% and raise our SOTP-based
TP from Rs 3,000 to Rs 3,500 as we roll valuations to Sep’25E and now value the core
business ex-services at 18x EV/EBITDA (vs. 15x) given the enhanced order outlook
and growing order book. Our fair value includes Rs 900/sh for subsidiaries. BUY.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures and analyst certifications are provided at the end of the report.
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Ticker/Price LT IN/Rs 2,929
Market cap US$ 50.1bn
Free float 86%
3M ADV US$ 67.7mn
52wk high/low Rs 3,115/Rs 1,970
Promoter/FPI/DII 0%/21%1/35%

Source: NSE | Price as of 31 Oct 2023

Key financials
Y/E 31 Mar FY23A FY24E  FY25E

Total revenue (Rs mn) 18,33,407 21,32,402 24,04,205
EBITDA (Rs mn) 2,07,533 2,77,278 3,32,050
Adj. net profit (Rs mn)  1,03,347 1,54,989 1,93,179

Adj. EPS (Rs) 73.6 112.8 140.6
Consensus EPS (Rs) 736 93.6 117.6
Adj. ROAE (%) 12.0 16.4 18.1
Adj. P/E (x) 39.8 26.0 20.8
EV/EBITDA (x) 17.7 136 115
Adj. EPS growth (%) 20.6 50.0 246

Source: Company, Bloomberg, BOBCAPS Research
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Fig 1 — Quarterly performance
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Particulars (Rs mn) Q2FY24 Q2FY23 YoY (%) Q1FY24 QoQ (%) H1FY24 H1FY23 YoY (%)
Revenue 5,10,240 4,27,626 19.3 478,824 6.6 9,37,867 7,86,158 19.3
EBITDA 56,320 48,994 15.0 48,686 15.7 1,05,314 88,561 18.9
EBITDA margin (%) 11.0 115 (40bps) 10.2 90bps 11.2 11.3 Obps
Depreciation 9,099 8,602 8,305 17,701 18,236

Interest 8,640 8,357 8,514 16,997 15,917

Other Income 11,330 7,385 11,456 18,715 15,917

PBT 49,911 39,421 26.6 43,324 15.2 89,332 68,741 30.0
Tax 11,355 11,229 12,163 22,585 17,619

Adjusted PAT 38,556 28,192 36.8 31,161 23.7 66,748 51,122 30.6
Exceptional item 0 0 0 0 0

Reported PAT 38,556 28,192 36.8 24,930 54.7 66,748 51,122 30.6
Adj. PAT Margin (%) 76 6.6 100bps 6.5 100bps 71 6.5 60bps
EPS (Rs) 229 15.9 446 17.8 29.3 388 28.0 38.7
Source: Company, BOBCAPS Research

Fig 2 — Segment-wise revenue performance

(Rs mn) Q2FY24 Q2FY23 YoY (%) Q1FY24 QoQ (%) H1FY24 H1FY23 YoY (%)
Consolidated (ex-services) 3,57,002 2,85,937 249 3,34,015 6.9 6,91,017 5,11,017 35.2
Infrastructure 2,49,768 1,96,682 27.0 2,23,956 115 473,724 3,40,687 39.0
Energy 67,943 55,934 215 66,904 1.6 1,34,847 1,06,809 26.2
Hi-tech manufacturing 20,411 15,889 285 19,683 37 40,094 29,770 347
Others 18,880 17,432 8.3 23472 (19.6) 42,352 33,751 255
IT and Technology services 1,12,470 1,01,839 104 1,09,607 26 2,22,076 1,96,441 13.0
Financial services 30,841 31,519 (2.2) 30,196 2.1 61,037 61,100 (0.1)
Developmental projects 18,531 13,446 378 12,964 429 31,495 26,900 1741
Total Revenue 5,18,843 4,32,741 19.9 4,86,782 6.6 10,05,626 7,95,458 26.4
Inter-segment revenue 8,603 5115 68.2 7,959 8.1 16,562 9,300 781
Net revenue 5,10,240 4,27,626 19.3 4,78,824 6.6 9,89,064 7,86,158 25.8
Source: Company, BOBCAPS Research

Fig 3 — Segment-wise EBIT margin profile

(Rs mn) Q2FY24 Q2FY23 YoY (%) Q1FY24 QoQ (%) H1FY24 H1FY23 YoY (%)
Consolidated (ex-services) 21,552 19,504 10.5 20,443 54 41,995 34,181 229
EBIT Margin (%) 6.0 6.8 (78.4) 6.1 (8.3) 6.1 6.7 (61.2)
Infrastructure 10,356 10,668 (2.9) 8,502 218 18,857 17,530 7.6
EBIT Margin (%) 41 5.4 (127.8) 38 35.0 4.0 5.1 (116.5)
Energy 5,877 4192 40.2 5,571 55 11,448 7,989 433
EBIT Margin (%) 8.7 75 115.5 8.3 324 8.5 75 101.0
Hi-tech manufacturing 2,338 2,216 55 2,544 8.1 4,882 3,719 313
EBIT Margin (%) 115 139 (249.5) 129 (147.4) 122 125 (31.7)
Others 2,982 2,427 229 3,826 (22.1) 6,808 4,943 317
EBIT Margin (%) 158 139 187.2 16.3 (50.6) 16.1 14.6 142.9
IT and Technology services 19,012 18,928 04 19,174 (0.8) 38,187 36,677 41
EBIT Margin (%) 16.9 18.6 (168.2) 175 (58.9) 172 18.7 (147.5)
Financial services 7,964 6,132 29.9 7,140 115 15,104 9,688 55.9
EBIT Margin (%) 258 19.5 636.7 236 217.6 24.7 15.9 889.1
Developmental projects 6,341 (115) (5,599.2) 1,230 415.4 7,571 (326) (2,420.2)
EBIT Margin (%) 34.2 (0.9) 3,507.3 9.5 24726 240 (1.2) 2,525.1
Source: Company, BOBCAPS Research
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Fig 5 — Order inflow trend
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LT remains a pure engineering, procurement & construction (EPC) company that is
focused on moving to an asset-light business model by shedding non-core assets. Its
acquisition of technology services firm Mindtree has yielded dividends, serving to
steady earnings when infrastructure spending slowed and also during Covid-19.

Amid the ongoing capex revival, LT stands out as a strong play on the India capex story
and features among our top sector picks. We hike our FY24/FY25 PAT estimates by
12%/10% and raise our SOTP-based TP from Rs 3,000 to Rs 3,500 as we roll
valuations forward to Sep’25E and now value the core business ex-services at 18x
EV/EBITDA (vs. 15x) given the enhanced order outlook and growing order book. Our
fair value includes Rs 900/sh for subsidiaries, valued at 20% holding company discount.

Fig 9 — Revised estimates

New Old Change (%)

Particulars (Rs mn)

FY24E FY25E FY24E FY25E FY24E FY25E
Sales 2132402 24,04,205 | 2132402  24,04,205 0.0 0.0
EBITDA 2,771,278 3,32,050 2,55,954 3,08,008 8.3 78
PAT 1,54,989 1,93,179 1,39,039 1,75,195 115 10.3
EPS 112.8 140.6 99.0 124.8 139 12.7
EBITDA Margin (%) 13.0 13.8 12.0 12.8 100bps 100bps

Source: Company, BOBCAPS Research

Fig 10 — SOTP valuation summary

Business Methodology Rs bn Rs/share
Core business (Ex-services) 18x Sep'25E Core business EBITDA 3,600 2,620
LTI Mindtree 20% holding co. discount to current market cap 708 520
Financial Services 20% holding co. discount to current market cap 144 100
Technology Services 20% holding co. discount to current market cap 241 180
IDPL, Hyderabad Metro & Others 0.5x P/B of Invested Equity 50 40
Total 4,743 3,500

Source: Company, BOBCAPS Research

Key downside risks to our estimates are:

= slowdown in capex, and

= continued pressure on infrastructure margins.

4 31 October 2023
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Company Ticker Market Cap (US$ bn) Price (Rs) Target (Rs) Rating
ABB India ABB IN 10.6 4,109 4,400 HOLD
AlA Engineering AIAE IN 4.0 3,516 4,000 BUY
Cummins India KKC IN 57 1,677 2,110 BUY
Hitachi Energy POWERIND IN 2.1 4,143 4,400 HOLD
KEC International KECI IN 20 628 630 HOLD
Larsen & Toubro LTIN 50.1 2,929 3,500 BUY
Siemens India SIEMIN 144 3,331 3,900 HOLD
Thermax TMXIN 41 2,832 2,600 HOLD
Source: BOBCAPS Research, NSE | Price as of 31 Oct 2023
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Financials

Income Statement Per Share

Y/E 31 Mar (Rs mn) FY22A FY23A FY24E FY25E FY26E Y[E 31 Mar (Rs) FY22A FY23A  FY24E FY25E  FY26E

Total revenue 15,65,212  18,33,407  21,32,402 24,04,205 26,21,126 Reported EPS 120.4 746 112.8 140.6 157.2

EBITDA 1,82,173 2,07,533 2,77,278 3,32,050  3,66,531 Adjusted EPS 61.0 736 112.8 140.6 157.2

Depreciation 29,480 35,023 36,774 38,612 40,543 Dividend per share 36.0 22.0 33.1 413 46.1

EBIT 1,52,694 1,72,510 2,40,505 2,93438  3,25988 Book value per share 586.8 636.1 728.8 827.2 937.2

Net interest inc./(exp.) 31,257 32,072 32,392 32,716 33,043

Other inc./(exp.) 22,671 29,292 30,170 31,076 32,008 Valuations Ratios

Exceptional items 0 0 0 0 0 YIE 31 Mar (x) FY22A  FY23A FY24E  FY25E  FY26E

EBT 1,44,107 1,69,730 2,38,283 291,797 3,224,952 EV/Sales 2.1 2.0 1.8 1.6 15

Income taxes 42,166 44,842 60,047 73,533 81,888 EV/EBITDA 17.9 17.7 13.6 11.5 10.7

Extraordinary items (83,349) (1,360) 0 0 0 Adjusted P/E 48.0 39.8 26.0 20.8 18.6

Min. int./Inc. from assoc. (16,217) (21,542) (23,246) (25,086) (27,071) P/BV 5.0 46 40 35 3.1

Reported net profit 1,69,073 1,04,707 1,54,989 1,93179  2,15,993

Adjustments (83,349) (1,360) 0 0 0 DuPont Analysis

Adjusted net profit 85,724  1,03,347 1,54,989 1,93,179  2,15,993 YIE 31 Mar (%) FY22A  FY23A  FY24E  FY25E  FY26E
Tax burden (Net profit/PBT) 59.5 60.9 65.0 66.2 66.5

Balance Sheet Interest burden (PBT/EBIT) 94.4 98.4 99.1 99.4 99.7

Y/E 31 Mar (Rs mn) FY22A FY23A FY24E FY25E FY26E EBIT margin (EBIT/Revenue) 9.8 9.4 11.3 12.2 124

Accounts payables 5,13,656 4,97,841 6,42,642 7,24,555  7,89,928 Asset turnover (Rev./Avg TA) 496 56.4 61.1 62.5 62.9

Other current liabilities 7,75,183 8,13,856 9,46,436 10,67,072  11,63,349 Leverage (Avg TA/Avg Equity) 4.0 3.8 37 36 34

Provisions 0 0 0 0 0 Adjusted ROAE 10.8 12.0 16.4 18.1 17.8

Debt funds 9,20,953 9,21,140 8,91,140 8,61,140  8,31,140

Other liabilities 1,66,007 1,77,427 1,99,674 2,23,700 249,649 Ratio Analysis

Equity capital 2,810 2,811 2,749 2,749 2,749 YIE 31 Mar FY22A  FY23A  FY24dE  FY25E  FY26E

Reserves & surplus 8,21,267 8,90,449 9,98,941 11,34,166  12,85,361 YoY growth (%)

Shareholders’ fund 8,24,077 8,93,260  10,01,690 11,36,915  12,88,110 Revenue 15.1 171 16.3 12.7 9.0

Total liab. and equities 31,99,875  33,03,523  36,81,581 40,13,382  43,22,177 EBITDA 16.6 13.9 336 19.8 10.4

Cash and cash eq. 487,528 5,80,930 5,83,984 6,62,497  7,69,121 Adjusted EPS 24.2 20.6 50.0 24.6 11.8

Accounts receivables 461,393 447,315 5,84,220 6,58,686  7,18,117 Profitability & Return ratios (%)

Inventories 59,433 68,288 81,791 92,216 1,00,536 EBITDA margin 11.6 11.3 13.0 13.8 14.0

Other current assets 10,65,369  11,15,622  13,43,705 15,14,978  16,51,669 EBIT margin 9.8 94 11.3 12.2 124

Investments 98,801 95,809 96,861 1,01,704  1,06,790 Adjusted profit margin 5.5 5.6 73 8.0 8.2

Net fixed assets 4,10,347 4,06,196 4,33,487 437487  4,41,487 Adjusted ROAE 10.8 12.0 16.4 18.1 17.8

CWIP 11,703 29,491 6,200 6,200 6,200 ROCE 13.6 15.8 22.1 27.0 30.1

Intangible assets 0 0 0 0 0 Working capital days (days)

Deferred tax assets, net 0 0 0 0 0 Receivables 108 89 100 100 100

Other assets 6,05,300 5,59,872 5,51,334 539,613  5,28,258 Inventory 14 14 14 14 14

Total assets 31,99,875  33,03,523  36,81,581 40,13,382  43,22,177 Payables 120 99 110 110 110
Ratios (x)

Cash Flows Gross asset turnover 2.8 3.1 32 34 35

Y/E 31 Mar (Rs mn) FY22A FY23A FY24E FY25E FY26E Current ratio 1.3 14 14 14 14

Cash flow from operations 1,91,636 2,271,770 1,12,900 2,02,202 2,39,695 Net interest coverage ratio 4.9 54 74 9.0 9.9

Capital expenditures (30,399) (37,934) (64,065) (42,612) (44,543) Adjusted debt/equity 0.5 0.4 0.3 0.2 0.0

Change in investments (2,19,767) (89,546) 22,238 (4,843) (5,085) Source: Company, BOBCAPS Research | Note: TA = Total Assets

Other investing cash flows 2,13,489 44,363 8,538 1,721 11,355

Cash flow from investing (36,677) (83,117) (33,288) (35,734) (38,274)

Equities issued/Others 110 103 (62) 0 0

Debt raised/repaid (84,132) (44,967) (30,000) (30,000) (30,000)

Interest expenses 0 0 0 0 0

Dividends paid 0 0 0 0 0

Other financing cash flows (67,793) (70,861) (46,497) (57,954) (64,798)

Cash flow from financing ~ (1,51,815)  (1,15,725) (76,559) (87,954) (94,798)

Chg in cash & cash eq. 3,144 28,928 3,053 78,514  1,06,623

Closing cash & cash eq. 4,87,528 5,80,930 5,83,984 6,62,497  7,69,121

EQUITY RESEARCH 6 31 October 2023
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) OR IN OR INTO ANY OTHER JURISDICTION
IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

Disclaimer

Name of the Research Entity: BOB Capital Markets Limited

Registered office Address: 1704, B Wing, Parinee Crescenzo, G Block, BKC, Bandra East, Mumbai 400051
SEBI Research Analyst Registration No: INH000000040 valid till 03 February 2025

Brand Name: BOBCAPS

Trade Name: www.barodaetrade.com

CIN: U65999MH1996G01098009

ogo: B3 BOBCAPS

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY - Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.

Ratings and Target Price (3-year history): LARSEN & TOUBRO (LT IN)
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B - Buy, H- Hold, S - Sell, A - Add, R — Reduce

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about
the subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOB Capital Markets
Limited (BOBCAPS).

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives
of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of
interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on
this material. It is for the general information of BOBCAPS'’s clients. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and Exchange
Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance advisory
or any other activity that may affect the independence of its research reports.
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The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable for
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as
such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long”
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment banking
or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.
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BOBCAPS'’s associates may have financial interest in the subject company. BOBCAPS’s associates may hold actual / beneficial ownership of one per cent or more
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enquiries, procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any securities referred
to herein and you should not construe this report as investment advice. All opinions and estimates contained in this report constitute BOBCAPS’s judgment as of the
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Distribution into the United Kingdom (“UK”):
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