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24th Jul, 2023

Current Market Price (CMP)

Rs. 3885.25

Target Price

Rs. 4662

Hindustan Aeronautics Ltd. 

Recommendation

Our price target of Rs. 4662 offers upside of approximately 20% from current levels
over the medium to long term.

Company Profile

• Defense and manufacturing PSU Hindustan Aeronautics Ltd. (HAL) has 20 Production Units and
10 R&D centers spread across the country in seven states at nine locations with the Corporate
Office located at Bangalore, Karnataka.

Negatives

• Mutual Funds have reduced holdings.

BUY

Rationale

• HAL is a major partner for the space programs of ISRO. It has also diversified into the industrial &
Marine Gas Tribune business.

• The company has strong valuation ratios and is a zero debt company with high promoters’ (72%
approx), FII (12% approx) and DII (11%) holdings. FII shareholding in Hindustan Aeronautics
increased by 2.8% in the June quarter of 2023. FII shareholding increased to 11.90% in Q1 FY24
from 9.07% in Q4 FY23.

• HAL and Argentina's Ministry of Defence signed a Letter of Intent (LoI) on productive cooperation
and acquisition of Light and Medium Utility Helicopters for its armed forces. This is the second
time a South American country to express interest in HAL-manufactured helicopters.

• The bottomline has been growing at a CAGR of 19.2%. Company's annual revenue growth of
11.69% outperformed its 3 year CAGR of 9.48%..

• HAL‘s net income growth over the last five years have been influenced by factors such as low
payout ratio and efficient management that has improved productivity. ROA, ROE and ROCE have
all been improving over the last 5 years.

• The three-year median payout ratio for Hindustan Aeronautics is 32%, which is moderately low.
The company is retaining the remaining 68%. This suggests that its dividend is well covered, and
given the high growth we discussed above, it looks like Hindustan Aeronautics is reinvesting its
earnings efficiently.

• Highest-ever revenue from operations of around ₹ 26,500 cr was recorded in FY23, reflecting a
8% growth. The order book remained at ₹ 82,000 cr. There was substantial improvement in cash
flows with the receipt of payments from various defence clients aggregating ₹25,000cr.
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Disclaimer

Eastern Financiers Limited (hereinafter referred to as ‘EFL’) is a Member registered with SEBI having membership of NSE, BSE, MCX. It is also registered as a Depository

Participant with NSDL. It is also having AMFI certificate for Mutual Fund Distribution. The associate of EFL is engaged in activities relating to Insurance Broking. No disciplinary

action has been taken against EFL by any of the regulatory authorities. EFL/its associates/research analysts do not have any financial interest/beneficial interest of more than one

percent/material conflict of interest in the subject company(s). EFL/its associates/research analysts have not received any compensation from the subject company(s) during the past

twelve months. EFL/its research analysts has not served as an officer, director or employee of company covered by analysts and has not been engaged in market making activity of

the company covered by analysts. This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment decision.

Nothing in this document should be construed as investment or financial advice. Each recipient of this document should make such investigations as they deem necessary to arrive at

an independent evaluation of an investment in the securities of the companies referred to in this document (including the merits and risks involved), and should consult their own

advisors to determine the merits and risks of such an investment. Reports based on technical and derivative analysis center on studying charts of a stock's price movement,

outstanding positions and trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's fundamentals. The

information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true, but we do not represent that

it is accurate or complete and it should not be relied on as such, as this document is for general guidance only. EFL or any of its affiliates/group companies 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. EFL has not independently verified all the

information contained within this document. Accordingly, we cannot testify, nor make any representation or warranty, express or implied, to the accuracy, contents or data contained

within this document. While EFL endeavors to update on a reasonable basis the information discussed in this material, there may be regulatory compliance or other reasons that

prevent us from doing so.
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