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12th May, 2023

Current Market Price (CMP)

Rs. 608.50

Target Price

Rs. 700

Nelco Ltd. 

Recommendation

Our price target of Rs. 700 offers upside of approximately 15% from current levels

Company Profile

• Established in 1940, this Tata Group company focuses on system integration and product
management for industrial controls, power, electronics, defence electronics, VSAT networks and
automation.

• Nelco specializes in security and surveillance for defence and civil applications, traction, electronics
for locomotives, turnkey projects involving supervisory control and data acquisition system (SCADA),
AC and DC drives, real time and embedded software and network management system with VSAT
based networks.

BUY

Opportunity

• The company caters to renewable energy, enterprise, maritime, oil, energy, and gas sectors, as well
as to bank ATM and branches. All these sectors have high growth potentials. Growth in renewable
energy is expected to be particularly strong due to Government’s emphasis on green energy
transition.

• Nelco is preferred partners for the Government, Defense and Enterprise sectors when it comes to
security and surveillance in India.

• The company has high Piotroski score indicating that it is a potential value investment for having
strong financials.

Positive

• Strong quarterly performance with topline, bottom line and margin expansions. Q4 PAT increased
90% with significant margin expansion. 23% growth in consolidated PAT and 123% growth in
standalone PAT for FY23 along with steady margin improvement, continuing the trend seen in
previous 2- years .

• Low debt company. Return on Equity (ROE), Return on Capital Employed (ROCE) and Return on
Assets (ROA) have been improving over the last 2 years indicating that the company is effectively
using shareholders’ funds and capital.

Negatives

• Valuations are expensive.
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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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