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From the LKP Advisory Desk........ 

 

Christmas Greetings and Welcome to this Edition of LKP 7 PICKS for the fourth quarter of FY 2017-18. 

CY 2017 has been one of the better years for Equity Markets in India and we are ending the Calendar Year in style post the 

BJP victory in Gujarat & Himachal Pradesh.  

However the uncertainty surrounding the GOI stance on fiscal deficit along with its stance on market borrowings have 

been keeping the bond markets nervous even as the 10 year yield climbed to 7.25%. 

Buoyed by a 100% strike rate in the recently concluded edition of 7 PICKS and the impeccable performance of the earlier 

two editions this fiscal, we hereby present a very judicious mix of 7 Stock Ideas across sectors and market capitalisation. 

The 7 PICKS for this quarter have been cherry picked to play diverse investment themes based on both fundamental and 

technical tools with the objective to beat indices for the coming quarter.  

We wish you all a very Happy and Prosperous New Year as we enter CY 2018. 

 

Stocks Sector CMP (₹) Target (₹) Potential Upside 

ACE Capital Goods 145 165 14% 

CDSL Depository 365 400 10% 

Exide Batteries 220 245 11% 

HIL Building Materials 1,377 1,500 9% 

Lumax Industries Auto Parts 2,150 2,380 11% 

Raymond Textiles 1,030 1,150 12% 

UPL Agrochemicals 732 805 10% 
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ACTION CONSTRUCTION EQUIPMENT (ACE) CMP: ₹145 

 

Fundamental View  

Á Action Construction Equipment - ACE is a leading player in Cranes, Material Handling & Construction Equipment in 

India. Given its strong brand equity ACE is a virtual duopoly in Mobile Cranes with a 63% market share and a leading 

player in Crawler & Tower Cranes.  

Á ACE in our view is a huge beneficiary of operating leverage in all its key business verticals and is our pick to play the 

India Growth Story. ACE is now fast emerging as a Pan India player in Road Construction & Farm Equipment and the 

recent entry of Institutional Investors this quarter lends credibility to our thesis on its ability to scale up in its high 

growth verticals.  

Á ACE now is making material headway in its Farm Equipment business and should contribute to overall profitability this 

fiscal. We continue to remain optimistic on ACE and recommend a Buy with a price objective of ₹165. 
 
Technical View  

Á A rare confirmation provided by most effective technical indicators is observed in charts of ACE 

Á RSI cruising well above 60, indicating that the bullish momentum is quite strong an intact. 

Á Stochastics is on the verge of a Bullish breakout as indicated in the charts. 

Á Price has been consolidating, and has formed a Bullish Pennant formation. Coupled with the above two indicators, 

the breakout could happen on the upside pretty soon for the stock. 
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CDSL CMP: ₹365 

 

Fundamental View  

Á Promoted by BSE in 1999 CDSL is a classic duopoly with a unique business model having predictable revenue streams.  

Á Annual Issuer charges, Transaction charges and Corporate actions would ensure a 20% CAGR growth in revenues 

going forward.  

Á Apart from its core depository services its subsidiary company CDSL Ventures provides eKYC and has close to 70% 

market share. 

Á National Academic Depository coupled with Dematerialisation of unlisted companies could be huge positive triggers 

for CDSL 

Á We expect CDSL earnings to keep compounding @20% CAGR with sustainable gross margins of 55% and recommend 

to Buy with a price objective of ₹400. 
 

Technical View  

Á The stock has confirmed a breakout of a two and a half month consolidation. 

Á Most interesting aspect about this chart is the change in the character of RSI. RSI, Relative Strength Index, has already 

confirmed a breakout. Being a lead indicator, it bears a strong impression on impending price patterns. 

Á Hence we believe CDSL is at the cusp of a very strong breakout. 
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EXIDE INDUSTRIES CMP: ₹220 

 

Fundamental View  

Á Exide is a classic duopoly in the branded Automotive and Industrial Battery segments and is a huge beneficiary of the 

GST system in place now which would enable Exide to gain share from unorganised players.  

Á Recent Incentives to Dealers and Distributors through warranty and promotional schemes to start yielding results this 

fiscal as Exide regains lost market share.  

Á Technology Upgradation with respect to Electric Vehicles and Internal Efficiencies with renewed focus on profitable 

segments makes the debt free Exide with robust cash flows attractive at current levels hence we repeat the stock 

again this quarter for an enhanced price target of ₹245. 
 
Technical View  

Á Proceeding with the Renko study, which had worked to perfection in the previous edition of 7 picks for Exide, we 

believe that the Renko chart is on the verge of a strong Double Bottom pattern breakout. 

Á This breakout could indicate, that the 25 point range for Exide could now bring the stock into a new range altogether. 
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HIL CMP: ₹1,377 

 

Fundamental View  

Á HIL is the flagship entity of the CK Birla group and is a key beneficiary of the GST & GOI thrust on Affordable Housing. 

HIL is a leader in Building Materials and its brand CHARMINAR is the market leader in Roofing Solutions. Its Birla 

AEROCON brand uses materials with low carbon content and provides Green Building Solutions.  

Á Having successfully moved away from its legacy products, HIL today is focused on new age products and has recently 

commissioned production of Non Asbestos Roofing Sheets under the brand Charminar Fortune at its Kondapalli plant 

with a capacity of 33600mtpa.  

Á Going forward HIL is in the midst of constructing a greenfield facility for Pipes & Fittings near Surat to be operational 

in May 2018. Given its unmatched distribution network and best dividend track record compared to its peers we 

recommend a Buy on HIL for a price target of ₹1,500. 
 

Technical View  

Á Equilateral Triangle breakout on daily charts is an indication of a strong price pattern formation. 

Á Triangular patterns work like a Spring Coil action, which could have ripple effects on the price trends. 

Á Stochastic breakout also complimenting the price breakout is a double windfall for the stock, resulting into a 

formidable upside from current levels. 
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LUMAX INDUSTRIES (LIL) CMP: ₹2,150 

 

Fundamental View  

Á Lumax Industries Ltd (LIL) is the market leader in the Indian Automotive Lighting market with nine manufacturing 

facilities across the Automotive Belt. 

Á LIL derives close to a third of its revenues from Maruti Suzuki and has more than three decades of collaboration with 

Stanley Electric of Japan which also holds 37.5% equity in LIL.  

Á An underleveraged strong balance sheet coupled with high return on equity and under ownership of Institutional 

Investors makes LIL our pick to play the automotive lighting theme in India.  

Á LIL trading at 2000cr MCAP in our view is a big beneficiary of the shift from traditional lighting to LED lighting given 

the fact that LIL is at the forefront of technology. We recommend a Buy with a price objective of ₹2,380. 

 
Technical View  

Á Price Trends are getting stronger for Lumax Industries 

Á With a upside breakout in Stochastic, the price tends to gather a new uptrend on its weekly charts 

Á With a rising 50 DMA slope, we believe that the stock has ample support at every correction. 
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RAYMOND CMP: ₹1,030 

 

Fundamental View  

Á The ₹60bn Raymond is India's largest integrated worsted suiting producer for fabrics and garmenting and derives half 

its revenues from Textiles and a fourth of its revenues from branded textiles.  

Á Its branded apparel business led by power brands Parx, Park Avenue, Color Plus, Ready to Wear and Made to Measure 

grew 15% during the first half of the current fiscal despite disruptions due to GST implementation. Its Raymond 

Rewards Loyalty Program now accounts for 65% of its revenues.  

Á Last week Raymond commissioned its Greenfield Linen & Fabric facility at Amravati and during the first half of this 

fiscal the company has improved its overall EBIDTA margins to 8.5% with net working capital improving to 110 days.  

Á Going forward the value unlocking from its 130acre land in Thane, Auto Components & Tools business are upside 

triggers and we continue to be optimistic on the stock with an enhanced price objective of ₹1,150. 

 
Technical View  

Á Stock price is in a classic uptrend. Interestingly for last 10 years, (2006-2016), the stock was facing stiff resistance to 

cross the 550-600 zone. 

Á In this year the price has broken out of this resistance band. Generally, when we see such long term breakouts, the 

stocks goes into a multi year uptrend and price continues to trend higher. 

Á Short term patterns also include a ‘Triangular pattern’ breakout which is extremely bullish. 
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UPL CMP: ₹732 

 

Fundamental View  

Á UPL is a large diversified fully integrated agrochemical player with global footprints and given the structural growth 

drivers in its key markets like India and LATAM backed by its huge distribution network is best placed to capitalise on 

its product exclusivity and product registrations.  

Á Having demonstrated its ability to grow revenues at over 15% over the last 3 years, UPL with gross margins of over 

50% and sustainable EBIDTA margins of 19% is our bet to play the agrochemical story given its healthy ROE of 23% 

and the stock trading at 18x estimated forward earnings should be bought with a price objective of ₹805. 

 
Technical View  

Á Historical patterns emphasize the importance of 100 Weekly Moving average as a trend reversal zone for UPL. 

Á Price is currently exactly near the support at such a level. 

Á RSI forming a ‘bullish divergence’ setup in the daily chart is also a Bullish reversal indicator. 

Á Inverse Head and Shoulder pattern formation could lead to a positive breakout very soon. 
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LKP Seven picks performance  

 
LKP Seven picks for the quarter Q3-FY18 

Name Reco (₹) Date Price(₹) Target(₹) 
Price(₹) Capital 

P/L (%) P/L(₹) Comments 
As on 21-Dec Invested (₹) 

Banco Products Buy 1-Oct-17 208 232 232 100,000 12% 11,538 Target Hit 

DCM Shriram Buy 1-Oct-17 423 467 467 100,000 10% 10,402 Target Hit 

Exide Buy 1-Oct-17 206 225 225 100,000 9% 9,223 Target Hit 

GSPL Buy 1-Oct-17 200 225 225 100,000 13% 12,500 Target Hit 

Petronet LNG Buy 1-Oct-17 230 255 255 100,000 11% 10,870 Target Hit 

Triveni Engineering Buy 1-Oct-17 85 97 97 100,000 14% 14,118 Target Hit 

VRL Logistics Buy 1-Oct-17 363 400 400 100,000 10% 10,193 Target Hit 

TOTAL      700,000 11% 78,844  

NIFTY  29-Sep-17 9,789  10,440 700,000 7% 46,604  

OUTPERFORMANCE      700,000 5% 32,239  

 

LKP Seven picks for the quarter Q2-FY18 

Name Reco (₹) Date Price(₹) Target(₹) 
Price(₹) Capital 

P/L (%) P/L(₹) Comments 
As on 29-Sep Invested (₹) 

Action Construction Buy 3-Jul-17 68 75 75 100,000 10% 10,294 Target Hit 

Arrow Greentech Buy 3-Jul-17 565 650 650 100,000 15% 15,044 Target Hit 

GNFC Buy 3-Jul-17 269 300 300 100,000 12% 11,524 Target Hit 

GSFC Buy 3-Jul-17 114 130 130 100,000 14% 14,035 Target Hit 

Hinduja Global Solutions Buy 3-Jul-17 516 580 580 100,000 12% 12,403 Target Hit 

Manappuram Finance Buy 3-Jul-17 98 110 110 100,000 12% 12,245 Target Hit 

Tinplate Company Buy 3-Jul-17 93 110 110 100,000 18% 18,280 Target Hit 

TOTAL      700,000 13% 93,825  

NIFTY  3-Jul-17 9,615  9,789 700,000 2% 12,639  

OUTPERFORMANCE      700,000 12% 81,187  

 
LKP Seven picks for the quarter Q1-FY18 

Name Reco (₹) Date Price(₹) Target(₹) 
Price(₹) Capital 

P/L (%) P/L(₹) Comments 
As on 30-Jun Invested (₹) 

Aurobindo Pharma Buy 10-Mar-17 652 732 683 100,000 5% 4,824 Closed 

Balrampur Chini Mills Buy 10-Mar-17 150 170 170 100,000 13% 13,333 Target Hit 

GNFC Buy 10-Mar-17 257 296 296 100,000 15% 15,175 Target Hit 

ICICI Bank Buy 10-Mar-17 271 308 308 100,000 14% 13,653 Target Hit 

Raymond Buy 10-Mar-17 633 708 708 100,000 12% 11,848 Target Hit 

Triveni Engineering Buy 10-Mar-17 73 84 84 100,000 15% 15,068 Target Hit 

Usha Martin Buy 10-Mar-17 17.5 21 21 100,000 20% 20,000 Target Hit 

TOTAL      700,000 13% 93,902  

NIFTY  10-Mar-17 8,935  9,521 700,000 7% 45,947  

OUTPERFORMANCE      700,000 7% 47,955  
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