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Q4FY23 Result Highlights Important Statistics
>  Strong execution , health cash generation with margin wekness in MCAP (% bn) 3,130.0
Q4FY23 — L&T reported strong growth of 10%/5%/10% YoY in consolidated 52 Week H/L (3) 2,416/1,457
revenues/EBITDA/PAT to %583bn/X68.3bn/X39.8bn for Q4FY23. The Core NSE Code LT
E&C (ex-services) sales registered growth of ~8% YoY &~38% QoQ at BSE Code 500510
%439.5bn as execution in infrastructure segment picked up pace with EBITDA
margin at 9.2% compared to 10% YoY and 8.5% QoQ. The 80 bps YoY . -
margin decline was on account of low base.Order inflows saw growth of 3% Shareholdlng 1t Mar'23 (%)
YoY (low compared to historical standards) and 25% QoQ to ¥761bn on high Promoter -
base last year, leading to a ~12% YoY higher order backlog to Z4tn. 72% of DII 38.8
the order book is domestic and rest is international. 87% of the international FII 24.5
order book is from the Middle East with 4% from Africa and rest from other Public &QOthers 36.7
countries. Private orders stood at 18% v/s 22% last year.Cash generation
was strong for the second straight year, with full-year collections being 20% Financials i
ahead of the revenues. Working capital as the share of sales fell toa decadal (Z mn) N
low of 16.6% due to higher GCC order, timely payout and certification. The | p.ticulars FY20 FY21 FY22 2
company on a consolidated level has generated I350bn of cash over FY18-23, ~._ . 1454524 1,350,790  1.565212
after paying almost 40% of its PAT as dividends. EBITDA 163,290 156,241 182,241 E
) i i} EBITDA Margin (%) 11.2 11.5 11.6 Q
> Share of private sector in order backlog improves to 20% — The |\ profit 88,045 69,010 86,693 o
domestic order book of the company comprises 14% from the central  eps) 63.4 49.1 61.7 '5-"
government, 30% from the state government, 36% from PSUs and 20% from DPS ) 18.0 36.0 22.0 (o)
private players. This likely puts an emphasis on how the government is going  RoE (%) 122 B 28 c
to proceed with its capital expenditure plans or shift politically. The war is E;)chxg%) 3;? 4:2 32? $
also likely to have an impact, primarily owing to the supply chain disruptions  py/egrrpa (0 27.4 27.6 24.1 .
where the company sources its supply chain globally. P/BV (x) 4.7 4.1 3.8 >
>  Order inflow guidance of 10-12%,Revenue growth of 12-15% with o
Core E&C margin at 9-9.1% for FY24 — The management has given a _Particulars Fy23p FY24E FY25E c
guidance of 10-12% growth in order inflows, a 12-15% growth in revenues, = Revenue 1,833,407 2,047,859 2,321,586 ("3
with an EBITDA margin expectation of 9-9.1% for the core E&C and a Z;TTZ; worain %) 207'15132 243'16?2 282'17293 x
working capital cycle of around 16-18% of sales during FY24 It views order | o c 104,7(;7 135129'5 166’24'9 o
prospects pipeline of 9.73tn, up 14% YoY. This includes %6.5tn from the ' gps(z) 74.5 9.3 118.3 2
infrastructure project segment,32.94tn from the energy segment and 30.29tn DPS (%) 24.0 26.0 28.0 7))
from the Hitech manufacturing vertical. Within infrastructure projects = RoE (%) 10.4 1.7 13.5 U
ordering pipeline, key sub-segments include heavy civil (21%), water and E;’chxg°"’) 2:2 zgi 1;: g
effluent water (22%), transportation infrastructure (19%), power T&D EV/EBITDA (x) 202 163 139 ct
(18%), buildings and factories (13%), and minerals and metals (6%). The P/BV () 35 2.8 25 é

management highlighted union elections to impact execution in part for FY24
and FY25. This again helped bring about the vagaries in the process of
project award (allocation of capital), ability to get in-time clearances
(allocation of bandwidth) and recent escalation of the Russia-Ukraine war
(supply chain disruption).

Source: Company, Way2Wealth

Relative Performance

>  Expects margin to improve in 2HFY24 — The margin guidance of 9% is '\'\:.",‘}"',.Ff‘y’\ y"f”“A.‘;}j""w\iﬂﬁ\M},"',A.\,“ ,"‘*,QVT.‘“‘\;A'
back-loaded. The company also remarked the difficulties in breaching the v l
10% margin quantum in light of competitive intensity, customers seeking
several bids before placing order, timing mismatch between bid and RM order N NN N N AN N N e e e e
placement, and changes in scope of work. L&T’s endeavor is to lower % g % E’ % g E § % % E :a
resource intensity, go for placement of RM order prior to bid placement § & = é 8 bl § 3 bl ; & o

(sharing of risks) and completion high cost projects in terms of execution. It
highlighted that 60% of the execution of projects high on cost happened in
FY23.
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» Likely increase in Ticket price in Hyderabad — The ridership levels of
Hyderabad metro significantly rose on an average level to 3.6L from 1.5L yoy,
with a peaked ridership of 4.08L passengers. The EBITDA growth expectation
is based on the backdrop of increase in riders and a possibility of increase in
the fare price through the clauses provided to the company. Though Nabha
power has been put to good use in Punjab, the value realisation has not been
great owing to the higher cost of production compared with the regulated
power prices. PLF improved to 85% during FY23 and stood at 81% during
Q4FY23. The company is actively looking for a strategic buyer who is
interested in the non-renewable assets, yet is sceptical of realising its fair
value in the backdrop of current renewables theme around the world. IDPL
divestment is in its last leg and the company is likely to complete the entire
transaction soon. In its real estate business, L&T entered into an agreement
with Capital Land India to develop 6mn sq ft of prime office space in Mumbai,
Bengaluru and Chennai.The company is expecting an increase in the RoE by
6% with 2% each from the Hyderabad metro EBITDA improvements,
divestment of IDPL and improved performance of Nabha Power.

»  The company regarding its ongoing projects on Green Hydrogen with pilot
green hydrogen plant being installed at Hazira, estimates to produce 45kg of
high purity green hydrogen daily. It expects to start witnessing orders and
enquiries from FY25 onwards mainly from domestic market and later from
global players. The company has entered into technology licence agreement
with France-based company for manufacture of pressurised alkaline
electrolysers. It also entered into MoU to develop floating green ammonia
project with Norway-based company.

View

L&T Core E&C business performance in Q4FY23 was flat YoY. L&T exceeded its
FY23 guidance on revenue growth (+17%), ordering growth (+19%) and working
capital, but margin was lower than the initial guidance by ~90 bps. Beyond stiff
commodity prices, the company was hit by difficulties/inabilities to realise claims
and project mix. L&T has guided for a 12-15% revenue growth and a 10-12%
ordering growth for FY24 due to election year. A robust order book, strong
balance sheet, diversified business portfolio and proven execution capabilities
have acted as an economic moat for L&T in the current volatile and challenging
economic environment. With continued focus on selective order acquisition,
efficient execution of large order book, foray into new businesses like
electrolysers, green energy and its focus on improving its RoE, we believe L&T
will continue to perform well in such uncertain times. Hence, we continue to
remain ACCUMULATE on the stock with TP of ¥2450- 2470.
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CONSOLIDATED FINANCIAL PERFORMANCE
(% mn)
Particulars Q4FY23 Q4FY22 YoY(%) Q3FY23 QoQ(%) FY23 FY22 YoY(%)
Net Sales 583,352 528,507 10.4 463,897 25.8 1,833,407 1,565,212 17.1
Material Expenses 394,872 362,444 8.9 293,876 34.4 1,166,153 998,870 16.7
Employee Expenses 99,811 79,650 25.3 95,325 4.7 372,141 296,958 25.3
SGRA Expenses 20,339 21,246 (4.3) 23,966 (15.1) 87,580 87,339 0.3
EBITDA 68,330 65,167 4.9 50,730 34.7 207,533 182,046 14.0
EBITDA Margin (%) 11.7 12.3 (62) 10.9 78 11.3 11.6 (31)
Interest Cost 8,130 7,051 15.3 8,025 1.3 32,072 31,257 2.6
Depreciation 8,535 7,694 10.9 8,252 3.4 35,023 29,480 18.8
Exceptional Item - - - 1,360 (100.0) 1,360 969 40.3
Other Income 7,409 5,156 43.7 7,550 (1.9) 29,292 22,671 29.2
PBT 59,074 55,578 6.3 43,364 36.2 171,090 144,950 18.0
Tax 14,606 15,512 (5.8) 12,701 15.0 44,842 42,039 6.7 2
Minority Interest (4,718) (5,178) (8.9) (5,055) (6.7) (20,599) (17,499) 17.7 N
Associate Profits 118 1,318 (91.0) (75) (258.5) (943) 1,282 (173.5) i
Reported PAT 39,868 36,207 10.1 25,533 56.1 104,707 86,693 20.8 -
EPS (%) 28.4 25.8 18.2 74.5 61.7 —o
Adjus.PAT 39,868 36,207 10.1 24,173 64.9 103,347 85,724 20.6 Ig-
Adjus.EPS (%) 28.4 25.8 17.2 73.5 61.0 5_"
Source: Company, Way2Wealth (o)
c
CONSOLIDATED SEGMENTAL REVENUE $
(¥ mn) 1
Sﬁment q4FY23 Q4FY22 YoY(%) QBFYZB QoQ(°/o) FY23 FY22 YoY(%) >
Infrastructure 315,488 302,412 4.3 222,057 42.1 878,232 735,601 19.4 o
Energy 79,292 67,779 17.0 63,462 24.9 249,563 237,134 5.2 c
Hi- Tech Manufacturing 23,208 18,633 24.6 18,631 24.6 71,609 62,645 14.3 (-'3'
Others 21,605 19,107 13.1 15,360 40.7 70,716 62,619 12.9 A~
Ex-Services 439,593 407,930 7.8 319,508 37.6 1,270,118 1,097,999 15.7 O
IT&TS 107,393 88,135 21.9 106,051 1.3 409,885 324,553 26.3 D
Financial Services 31,163 29,634 5.2 33,486 (6.9) 125,749 119,711 5.0 a
Development Projects 12,321 10,958 12.4 11,067 11.3 50,288 43,675 15.1 U
Services 150,877 128,727 17.2 150,603 0.2 585,922 487,939 20.1 g
Gross Revenue 590,470 536,657 10.0 470,112 25.6 1,856,040 1,585,938 17.0 ct
Less: Intersegment 7,118 8,150 (12.7) 6,214 14.5 22,633 20,726 9.2 <
NET REVENUE 583,352 528,507 10.4 463,897 25.8 1,833,407 1,565,212 17.1 ®

Source: Company, Way2Wealth
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SEGMENTAL ORDER INFLOW TREND

(T bn)

Infrastructure 113 145 456 314 112 121 252 451 184 251 325 411 -88 263 1,176 937 25.5
Energy 12 9 128 46 19 146 82 76 42 84 91 91 20 0.9 300 322 (7.0)
HI-Tech

manufacturing 6 16 15 20 11 11 30 61 33 18 19 84 373 3335 161 113 43.0
Others 5 10 22 15 11 23 15 24 21 20 22 23 -3.3 2.6 92 72 27.2
Ex Services 136 180 621 395 152 301 379 611 280 373 457 609 -0.4 33.1 1,729 1,444 19.7
Services 99 106 111 112 114 120 126 128 138 146 150 152 18.7 1.7 576 486 18.5
TOTAL 235 287 732 507 266 421 504 739 418 519 607 761 29 254 2,305 1,930 19.4

Source: Company, Way2Wealth

SEGMENTAL ORDER BOOK TREND

( bn)
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Infrastructure 2,153 2,236 2,249 2,197 2,212 2450 2456 2,460 2446 2485 2,610 2,653 2,681 2575 2,836 8.7 10.2
Energy 667 643 608 580 538 596 589 550 628 647 644 654 708 679 719 11.7 5.8
HI-Tech

. 151 123 121 123 120 132 98 97 99 136 179 182 186 179 280 56.4 56.4
manufacturing
Others 61 61 61 153 120 132 131 129 132 136 143 145 149 143 160 11.7 11.7
TOTAL 3,032 3,063 3,039 3,053 2,990 3,311 3,274 3,237 3,305 3,404 3,576 3,634 3,724 3,576 3,995 11.7 11.7

Source: Company, Way2Wealth
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FINANCIALS & VALUATIONS

(®mn)

Order Inflow 1,768,340 1,863,560 1,754,970 1,929,970 2,305,280 2,612,635 2,982,717
Order Book 2,907,800 3,038,570 3,273,540 3,574,780  3,995260 4,503,692 5,129,356
Revenue 1,352,203 1,454,524 1,359,790 1,565,212 1,843,761 2,047,859 2,321,586
EBITDA 153,296 31,715 156,241 182,173 207,533 243,682 282,799
EBITDA Margin (% ) 11.3 2.2 11.5 11.6 11.3 11.9 12.2
Net Profit 80,410 88,945 115,829 86,693 104,707 135,295 166,249
EPS (3) 57.3 63.4 49.1 61.7 74.5 96.3 118.3
DPS (3) 18.0 18.0 36.0 22.0 24.0 26.0 28.0
ROE (%) 13.2 12.2 8.3 9.4 10.4 11.7 13.5
ROCE (%) 5.6 5.6 8.0 4.9 5.8 6.6 7.5
P/E (x) 39.3 35.5 45.8 36.5 30.2 23.4 19.0
EV/EBITDA (x) 30.1 27.6 27.8 24.3 20.3 16.5 14.1
P/BV (x) 5.1 4.7 4.2 3.8 3.5 2.9 2.5
Net Debt/Equity (x) 1.6 1.7 1.3 1.0 0.9 0.7 0.6
Cash Balances 117,262 151,178 162,415 189,532 225,196 336,821 414,623
FCF (81,915) 33,944 219,218 161,237 190,678 135,258 111,052

Source: Company, Way2Wealth Research
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Disclaimer

Analyst Certification: |, Jayakanth Kasthuri, the research analyst and author of this report, hereby certify that the views expressed in this research report
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation
of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst(s),
principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company (Way2Wealth Brokers
Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.

It is confirmed that Jayakanth Kasthuri, the author of this report has not received any compensation from the companies mentioned in the report in the
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business. Neither
Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. Way2Wealth
is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or
refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor appropriate for every individual
and are solely for the informational purposes of the readers. This material does not take into account the specific objectives, financial situation or needs of an
individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not treat recipients as
customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the law applicable in the
relevant jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either express or
implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular purpose,
accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions in it. Way2Wealth or any of
its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information
contained in this report. The recipients of this report should rely on their own investigations. In no event shall Way2Wealth be liable for any damages of any
kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has
advised of the possibility of such damages.
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This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to significant
risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are not limited to:
the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact from an economic
slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political and diplomatic
developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to buy or sell or a
solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of this material may be copied or
duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute
or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees
including persons involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in
the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement Larsen & Toubro Ltd. as on 12" May 2023

3A1329dS19d Y2LNY V - 9shoyiys

Name of the Security Larsen & Toubro Ltd
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information

contained

Financial Interest No

Analyst : No

Analyst’s Relative : Yes / No No

Date of buying

Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No

Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific client queries.

Investment in securities marketare subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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