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Company Background and Business Model Important Statistics
Larsen & Toubro a major technology, engineering, construction, manufacturing M.Cap (bn) 71,134.4
and financial services conglomerate, with global operations in over 30 countries 52 Week H/L (%) 1607 / 661
around the world. L&T addresses critical needs in key sectors — Hydrocarbon, NSE Code G
Infrastructure, Power, Process Industries and Defence. The company is also BSE Code 500510

present in the IT (LTTS, L&T Infotech and MindTree) and financial space (L&T
Financial services) to suffice the needs of various industries. The management is
working on a five year strategic plan “"LAKSHYA" to boost the RoE.

Investment Argument Financials
(¥ mn)

>  L&T likely to miss it targeted guidance growth, first benefactor from Particulars FY17 FY18 FY19
post lockdown recovery — L&T a large-cap company with major operations Revenue 663.014 744544 869879
in the construction sector and a barometer of India’s macro economy is likely EBITDA 6 4’252 7 4’077 8 4,986
to witness decline in domestic EPC business by 10% due to delay in getting EBITDA Margin ! ! !
new orders and international business may decline 25% due to issues in the (%) 9.7 9.9 9.8
export markets. It likely to miss it targeted revenue and earnings guidance of Net Profit 54538 53871 66,779
10-12% for FY20. EPS (Rs) 39.3 38.8 48.1
The recent crude oil price crash to sub-$35 barrel is expected to impact the RoNW (%) 11.9 11.0 12.7
future hydrocarbon ordering pipeline in the Middle—East. Subsequently, it is RoCE (%) 9.2 10.6 11.8

likely to impact order intake and order book which could have a spiraling Source: Company Filing
effect on working capital and receivables resulting from tight liquidity.

Currently this region contributes ~13% of L&T’s order book and 14% to

consolidated revenues.

While the L&T's Middle-East order book by the crude price crash, operations
and revenue of IT subsidiaries of L&T (LTTS, MindTree, L&T Infotech) with
exposure to Europe, US and China are also likely to get impacted in the near
to medium term.

» Strong Q3FY20 performance in a subdued environment - The
company posted 15.2% YoY rise in net profit at ¥23,520mn for the quarter
ended Dec’19 against ¥20,416.2mn for the corresponding quarter last year on
large value order wins in Power Transmission & Distribution and Metallurgical
& Material Handling business.

The Company successfully won new orders worth ¥415,790mn amid subdued
business environment. International orders during the quarter was at
179,010mn, increased to 43% of the total order inflow. Net Profit from
continuing operations for the quarter was at ¥21,610mn a YoY rise of 13.8%
over the corresponding quarter of the previous year.
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Consolidated revenue was at ¥362,430mn from continuing operations, a
growth of 6% YoY. The International revenue during the quarter was at
%128,710mn constituting 36% of the total revenue. Consolidated order book
of the group stood at %3.06tn as on 31 December 2019, posting a growth of
8% over Dec’18.

Infrastructure segment secured orders worth ¥281,150mn, a growth of 28%
compared to previous year. Order wins were mainly in Power Transmission &
Distribution business, Industrial water systems, Network management system
and Freight facility package. The Power Segment recorded revenue of
%6,940mn, posting a decrease of 23% YoY, a depleted opening order book
and the new awards yet to pick up execution momentum.
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Key Risks

Major risk due to slowdown in infra ordering and delays in economic recovery.
Temporary slowdown in international orders with the current COVID-19 pandemic.

Investment Rationale

At a trailing consolidated P/E of ~17x, the stock price is trading close to global
financial crisis lows on core business P/E and EV/EBITDA. The recent stock price fall
is similar or larger in other global EPC stocks as well. A rebound in 2HFY21 is likely
but it may not outperform meaningfully given vulnerabilities of the EPC business.
We are likely to see major uptick in orders and execution in 2HFY21 and FY22
making it a compelling BUY for those investors who missed the opportunity
previously. Considering its strong order book, disciplined balance sheet and major
benefactor in terms of new orders post the lockdown and economic recovery, we
continue to be POSITIVE on the growth prospects of the company with TP
of ¥1200-1370.
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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.

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 March 30", 2020

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

Analyst : Yes

Analyst’s Relative : Yes / No Yes

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.
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