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FUNDAMENTAL STOCKS BUY/SELL CMP Target Upside (%)
Fineotex Chemical Buy 383 483 26%
Shilchar Technologies Buy 5521 8000 45%

v Technical Outlook

TECHNICAL STOCK PICKS BUY/SELL CMP TARGET STOP LOSS
INFY Buy 1565 1800 1470
ASIANPAINTS Buy 2915 3200 2800

> Derivatives Outlook

DERIVATIVE STRATEGIES PREMIUM TARGET STOP LOSS
Long Strangle on NIFTY (CMP 24000)

Buy NIFTY 11JUL 24200CE at 155 (weekly expiry) 310 500 200
Buy NIFTY 11JUL 23900PE at 155 (weekly expiry)

Bull Call Spread on DIVISLAB (CMP 4600 )

Buy DIVISLAB 25JUL 4600CE at 145 110 290 60

Sell DIVISLAB 25JUL 5000CE at 35




MONTHLY REPORT

MARKET OUTLOOK

Powered by

& NIRMAL BANG

28 June, 2024

Last month saw Indian market outperforming world market post clarity on election result. Though the election
result was not on expected lines but same government and policies are continuing. The outperformance is
mainly driven by under performance in pre-election period. Indian market gained 3.7% from 1st Jan to 31st
May whereas US market (S&P 500) gained 10.6% in the same period. Thereafter from 1st Jun till date Indian
market gained 7.2% whereas US market gained 3.9%. If we see Indian market till date starting from 1st Jan it
has moved up by 11.1% where as US market in this period has moved up by 14.9%, so still Indian market is
under performing from year to date perspective.

Last month few of central banks started cutting interest rate where in ECB and Canada Central bank cut the
rate. The expectation for rate cut in September meeting by FED is over 60% and there after RBI can also follow
suit. US rate cut will start happening without US economy going into recession which was earlier anticipated.

In July month again there is a bigger event in India wherein Budget will be announced. The President, in recent
address to parliament has indicated that the budget will accelerate the reform process. The Budget may be
giving road map for next 5 year focus area for growth. Considering the outcome of the recent election wherein
existing BJP government was not able to get majority, there could be larger steps for rural economy or pro
populist steps.

July month will also see outcome of Q1 corporate result wherein we may see some disruption on account of
election and excessive heat wave in the month of May. Also progress of rainfall will have impact on some of the
sectors.

In all considering the recent run up in last month but still underperforming the US market, forthcoming budget
and corporate result; we expect market to see volatility. We expect Nifty to be in the range of 23300-24300 in
the July series. Need to be more careful in small cap stock as Q1 is generally a soft quarter and we saw
disruption in May month which could have impact on their Q1 performance.
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Incorporated in 2004, Fineotex Chemical Ltd is a specialty chemicals producer and mainly caters to segments
such as - i) Textile chemicals and ii) Cleaning & hygiene. Recently, it has forayed into drilling specialty chemicals
for oil & gas. It has established strategic partnerships with EuroDye, HealthGuard, and Sasmira to further

enhance its market presence and offer customized technical solutions through its dedicated focus on R&D.

Outperformed overall industry in terms of volumes and profitability

The company has delivered healthy volume growth of ~25% for FY24. Company’s textiles chemicals segment
witnessed 20% volume growth while cleaning and hygiene segment saw volume growth of ~25%.

While the industry players have faced challenges in terms of optimizing or sustaining operating leverage due
to various macro events such as Ukrain - Russia war, Red sea issue, etc., Fineotex has been able to generate
growth in both volume as well as in value terms. Company’s revenue has grown at 24% CAGR between FY22-
24 and operating margins improved from the 19.3% in FY22 to 26.1% levels in FY24.

Efficient operational capabilities with sustained return ratios

Company mainly focuses on sustainable products and it has received ESG badge from Dun & Bradstreet. This
recognition highlights company’s commitment towards sustainability. Change in product mix, new product
launches, cost saving measures along with improved working capital cycle has helped Fineotex deliver
healthy financials with sustained margins. With this, it has generated healthy return ratios i.e. ROCE at
34.3% and ROE at 29.9% for FY24.

Expansion through organic as well as inorganic route is expected to drive business growth

Fineotex is expanding its capacity in a phased manner where phase | expansion is expected to be completed
by FY25 end which will add 20K MTPA and further phase Il expansion of 20K MTPA is planned. It is in advanced
stage of an international acquisition for which it has already raised funds worth Rs. 120 cr in May’24.
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E Peer Analysis

8 In terms of topline growth between FY20-24, Fineotex has grown ahead of many leading players. High revenue

H:J growth of Rossari Biotech is on account of inorganic growth. It has also outperformed in terms of profitability

> with 26.1% of EBITDA margin in FY24 compared to 14.9% of average of peer performance. Additionally, it has

EI delivered healthy return ratios when compared with its peers. Despite its healthy financial performance,

E Fineotex is valued at the similar valuation when compared with its peers. We expect re-rating of the stock on

O  account of its strong growth drivers.

p=
24 Francals  BASFngn L Sdrsnen e cinten Vet perage | recte
Revenue 13,767 1,831 2,514 394 1,900 4,081 569
CAGR (FY20-24) 16% 32% 10% 1% 17% 17% 31%
EBITDA Margin 6.5% 13.6% 12.6% 17.3% 24.7% 14.9% 26.1%
Asset Turns (x) 1.9x 1.2x 1.1x 0.5x 0.7x 1.1x 1.0x
Wkg Cap Days 30 97 71 182 121 98 92
ROCE 22.9% 17.5% 12.1% 6.6% 16.0% 15.0% 21.6%
ROE 19.0% 13.3% 36.2% 4.1% 13.8% 17.3% 29.6%
Debt/Equity 0.0x 0.1x 0.4x 0.0x 0.0x 0.1x 0.0x
EV/EBITDA 24.1x 19.0x 21.0x 37.5x 41.7x 28.6x 28.4x
P/E 38.8x 35.5x 53.2x 83.0x 60.9x 54.1x 35.4x

Source: NBRR, Company data
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Valuation

Fineotex has delivered healthy financials over the last few years despite macro challenges that impacted
overall chemical industry financials. In FY24, it has delivered healthy volume growth of ~25% where capacity
utilization stood at ~72%. While industry has witnessed impact on volumes mainly due to subdued demand from
global markets. International revenue contribution maintained at 22% of FY24 revenue.

Recently, Fineotex chemical has received an approval for a fund raise through an issue of share warrants and
equity shares worth Rs. 218 cr to fund the company’s expansion of business through organic/inorganic growth
and working capital requirement. The same is proposed at an issue price of Rs. 387.4 each per unit that gives a
positive indication. Overall, the company is expected to dilute 11.6% of its equity in the future.

MONTHLY REPORT

We have modeled topline growth at 20% CAGR between FY24-26E with operating margins in the range of 27-28%.
Based on this, the stock is currently trading at 29x / 24x to FY25E / FY26E EPS. We assign 30x to FY26E EPS
to arrive at a target of Rs. 483/share with an upside of 26% over the CMP.

Figures in Rs Cr

Year Revenue Growth EBITDA Margin PAT Growth  EPS PE EV/EBITDA ROE

FY23 517 40.4% 113 21.8% 88.32 60.1% 7.97  48.0x 37.7x 28.2%
FY24 569 10.1% 148 26.1% 119.81 35.7%  10.82  35.4x 28.4x 29.6%
FY25E 683 20.0% 184 27.0% 145.83 21.7%  13.17  29.1x 22.8x 27.7%

FY26E 819 20.0% 225 27.5% 178.50 22.4%  16.12  23.8x 18.7x 25.9%
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«»Shilchar is a Vadodara based transformer company formed in 1986. It is expanding its capacity by 90% from
4000 MVA to 7500 MVA by end of July 2024 on the back of strong industry demand (mainly renewables).

~» Shilchar derives 60% of revenue from domestic and 40% from Exports to North America & Middle East

< Within domestic, 80-85% of revenue accrues from generation transformers for renewables which are complex
to manufacture & involve higher level of customisation and thus generate superior margins (15-20%) compared
to other players who are mainly present in distribution transformers (10-12%).

< Within exports, bulk of the revenue accrues from distribution transformers. However, international OEMs
have high quality standards and vendors have to undergo a long process of approvals & trial runs and after few
years, meaningful orders are given. This acts as an entry barrier. (Failure rate of transformers in India is at 15%
v/s 2% in developed countries). Exports margins are > 30%.

< Key clients include Tata Power, Larsen & Toubro, Mahindra Susten, Adani Green and Torrent Power.

< Debt free company with high ROCE; will generate Free Cash Flow in excess of Rs. 100 Cr every year.

v Over FY24-26E, we envisage healthy revenue/earnings growth of 37%/36% CAGR along with consistently high
ROCE. We value Shilchar at P/E multiple of 36x FY26E (10% premium to our target P/E for midcap capital goods

basket, owing to superior growth & ROCE) and arrive at a TP of Rs. 8,000. Figures in Rs Cr

Year Revenue Growth EBITDA Margin PAT  Growth EPS PE EV/EBITDA ROCE
FY23 280 56% 53 18.9% 43 177% 57 97.7 77.8 47%
FY24 397 42% 113 28.5% 92 113% 120 45.8 36.5 59%
FY25E 575 45% 163 28.4% 130 41% 170 32.5 25.3 53%

FY26E 744 29% 210 28.3% 169 30% 221 25.0 19.6 48%
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= > The Nifty rallied strongly in June, reaching a life-
% time high of 24,174. However, after hitting the ’_\HFTY [N59901]24116.90, 2.62% 0.00
& all-time high, the Bulls continue to be in control, ' g LOG| RIS 28- 06-24 Frl
0 holding strong at higher levels. ” 124750 0p23380
> o Technically, the Nifty may faces strong resistance 13860 ' 2411698 241/4'00
= : 7766 AR |
T near 24,200. A close above 24,200 for two £3/00.00 \ b3osg Ol 24116.90
= consecutive trading sessions could signal an '
% upward rally towards 24,600/25,000 levels. ‘”’"' 9 11,#1 |.I ,//' 22500
= > On the downside, the Nifty has strong support at 78.60 M'.m? f 1 / b1750

23,600-23,400. A break below 23,400 on a 215@.;‘:1 ‘I"Hl /

closing basis could trigger further selling v 1 11000

pressure, potentially pushing the Nifty down to “’}‘%“ ra

23,000-22,600. By 0250

v The daily momentum indicator, RSI, suggests a “.' ‘ |”“

possible uptrend with a sideways movement in i‘ 61! 119500

the near term. Given the recent rally, profit- |

booking at higher levels is likely. Investors could I 118750

0
consider booking profits at higher levels and wait Source : www.SpiderSoftwareIndia.Com

for potential dips.
=
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> BANKNIFTY :-The Bank Nifty faces immediate
support at 52,200. A close below this level could

extend the decline towards 51,700/51,200, I||II||||||||||I||I|||||||||

Resistance is positioned at 53,340/53,800.
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o INFY BUY- CMP Rs 1565 INFY [N15%4] 1566.95, 2.23%
= b 1000 106
> «» Stock is well placed above all the important m EDO
II_ZI moving averages on closing basis & Stock is l—+
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> Technically, MONTHLY chart suggest that stock
has given the cluster resistance breakout of 1500
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 Interesting fact is that’s price is rising along with 1400

decent volume indicates strength.
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> Directional indicator ADX is showing strength.

> BUY INFY above 1565, ADD on dips at 1520 for a

Target of Rs 1800 with a strict stop loss of Rs I I I |IIII II I I|III|I III .
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moving averages & Bottom Fishing is seen at

support levels.

% Positive crossover of 50 DMA and 100- DMA is

2.0
4

witness suggesting strength in near term.

< Momentum Indicator such as RS! is showing a Inllllll“l ||”|‘hl|||||ll|||l||||”| |I"I||||||I||||'||I'|||I|I|‘|||I||||||I||W||"|||II|||‘ |||||I|I|I||||||||

positive crossover.

o

> ASIANPAINTS BUY above 2915, ADD on dips at
2850 for a Target of Rs 3200 with a strict stop
loss of Rs 2800.
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The Nifty June rollover of 76.25% is higher than
its Three months average of 68.88% and its six
months average of 74.46%.

The Banknifty June rollover of 70.68% is lower
than its Three months average of 78.62% and its
six months average of 76.9%.

The market wide rollover of 93.72% is higher
than its three months average of 90.53% and its
six months average of 91.14%.

Nifty is opening the series with above average
open interest which means index is likely to
witness bullish bias but there can be some selling
from resistance on the upside in July series.

The Index options Ol for July series is indicating
that index is likely to remain positive.

The PCR and VIX have both moved up indicating
negative bias for the July series.

View: The index is likely to remain bullish In
the July series but there will be bouts of selling
from resistance placed at 24500-25000 levels
and supports placed at 24000-23500 levels.

DERIVATIVES OUTLOOK
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Open Interest in Nifty Options (in million units, All Expiries) call mput

9.87

8.55

5.58

3.03
247 230
I sl

23500. 00 23600. 00 23700. 00 23800. 00 23900.00 24000.00 24100. 00 24200.00 24300.00 24400.00 24500.00

« Stocks likely to remain positive through the month; based
on Rollovers analysis are as follows:

SAIL, HDFCBANK, CUB, TATASTEEL, DIVISLAB.

« Stocks likely to remain negative through the month; based
on Rollovers analysis are as follows:

IRCTC, TATAPOWER, HAL, LT.
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Long Strangle Strategy on NIFTY (CMP 24000)

Buy NIFTY 11JUL 24200CE at 155 (weekly expiry)
Buy NIFTY 11JUL 23900PE at 155 (weekly expiry)

«w Total Premium Outflow & Max Loss: 310 pts, Target: 500 pts, Max Gain : Unlimited, SL:200, Lot size: 25.

MONTHLY REPORT

% The Vix which is trading at lower levels indicates reversal to be seen which will increase volatility in market.
While Ol is having a spread in the range of 23800-24200. Either side movement of more than 500 points is likely
which will help the strategy gain profits.

o « { — Profit/Loss at different price!
o \gf\ NIFTY Profit/Loss
TR / 22800 19750
e 7 23100 12250
> 7 23400 4750
=0 % 23700 22750
1o 7 24000 7750
023000 23200 23400 236! 23800 24000 24200 24400 24600 24800 25000 24300 = 5250
° o // 24600 2250
[2°° - 24900 9750
¢ 25200 17250
400 Spoton Expiry 25500 24750
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Bull Call Spread on DIVISLAB (CMP 4600 )

Buy DIVISLAB 25JUL 4600CE at 145
Sell DIVISLAB 25JUL 5000CE at 35

«» Total Premium Outflow & Max Loss: 110 pts, Target & Max Gain : 290pts, SL :60, Lot size:200.

v The Stock is having below the average Ol positions and with increase in price indicating positive outcome to be

MONTHLY REPORT

witnessed in coming days of trading session last 2 days of trading session with decrease in iv’s and increase in rollover
positions indicating a near term breakout .Resistance for stock is at 4600-4650 once this range gets cleared fresh

longs will start to get added on which will help strategy to gain profits.

350 [ Profit/Loss at different prices
300 12 DIVISLAB Profit/Loss
250 -5 // 4200 -22000
200 / 4300 -22000
150 4400 -22000
100 4500 -22000

50 / 4600 -22000

o / 4700 -2000
4100 4200 4300 4400 4500 4600 /(/)O 4800 4900 5000 5100 4800 18000
-50
/ 4900 38000
100
, 5000 58000
150 Spoton Expiry
5100 58000
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FUNDAMENTAL TEAM
Name Sectors E-mail Numbers
Sunil Jain Head Equity Research - Retail sunil.jain@nirmalbang.com 6273 8195/96
Jehan Bhadha Banks & NBFC, Auto, Capital Goods |jehankersi.bhadha@nirmalbang.com 6273 8174
Priyanka Ghadigaonkar Chemicals, FMCG priyanka.g@nirmalbang.com 6273 8177
Kavita Vempalli IT, Telecom, Logistics, Textile kavita.vempalli@nirmalbang.com 6273 8034
Devendra Pawar Banks & NBFC, Auto, Capital Goods | devendra.pawar@nirmalbang.com 6273 8149
Yashodhan Kabra Associate yashodhan.kabra@nirmalbang.com 6273 8171
Shivani Walam Database Management Shivani.walam@nirmalbang.com 6273 8091
Saurav Motivaras Database Management Saurav.Motivaras@nirmalbang.com 6273 8054
Darxit Jain Database Management darxit.jain@nirmalbang.com 6273 8054
TECHNICAL AND DERIVATIVES TEAM
Vikas Salunkhe Sr. AVP-Technical Analyst vikas.salunkhe@nirmalbang.com 6273 8254
Swati Hotkar AVP - Technical Analyst swati.hotkar@nirmalbang.com 6273 8255
Nirav Chheda AVP- Derivatives & Technical Analyst nirav.chheda@nirmalbang.com 6273 8199
Amit Bhuptani Sr.Derivatives & Technical Analyst amit.bhuptani@nirmalbang.com 6273 8242
Ayush Mehta Technical Analyst ayush.mehta@nirmalbang.com 6273 8061
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Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are for
private circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India Limited, BSE
Limited, Metropolitan Stock Exchange of India Limited, Multi Commodity Exchange of India Limited and , National Commodity
and Derivative Exchange Limited in Capital Market , Equity and Commodities derivatives segments and Currency Derivatives
Segment .

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times,
have different or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in
securities Market since last 20 years. NBSPL, its associates or analyst or his relatives do not hold any financial interest (Except
Investment) in the subject company. NBSPL or its associates or Analyst do not have any conflict or material conflict of interest
at the time of publication of the research report with the subject company. NBSPL or its associates or Analyst or his relatives
may or may not hold beneficial ownership of 1% or more in the subject company at the end of the month immediately
preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of
the company covered by Analyst during the past twelve months. NBSPL or its associates have not received any compensation or
other benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not
served as an officer, director or employee of Subject Company. NBSPL / analyst has not been engaged in market making
activity of the subject company.

Analyst Certification: The research analysts and authors of these reports, hereby certify that the views expressed in this
research report accurately reflects my/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 and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.
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The Research Report is for the personal information of the authorized recipient and does not construe to be any investment,
legal or taxation advice. NBSPL is not soliciting any action based upon it. Nothing in the research report 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. In
preparing the research report, we did not take into account the investment objectives, financial situation and particular
needs of the reader.

The research report has been prepared for the general use of the clients of NBSPL 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 the research report in any way. Though disseminated to all the customers simultaneously, not
all customers may receive the research report at the same time. NBSPL will not treat recipients as customers by virtue of
their receiving the research report. The research report is not directed or intended for distribution to or use by any person or
entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be
contrary to law, regulation or which would subject NBSPL & its group companies to registration or licensing requirements
within such jurisdictions.

The report is based on the 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. We accept no obligation to
correct or update the information or opinions in it. NBSPL 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
the research report. NBSPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty
of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of
merchantability, fitness for a particular purpose, and non-infringement. The recipients of the research report should rely on
their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or
refrain from making modifications and alterations to this statement from time to time. Nevertheless, NBSPL 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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Before making an investment decision on the basis of research report, the reader needs to consider, with or without the
assistance of an adviser, whether the advice is appropriate in light of their particular investment needs, objectives and
financial circumstances. There are risks involved in securities trading. The price of securities can and does fluctuate, and an
individual security may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions, which may
adversely affect the value of the investment. Opinions expressed are subject to change without any notice. Neither the
company nor the director or the employees of NBSPL accept any liability whatsoever for any direct, indirect, consequential or
other loss arising from any use of the research report and/or further communication in relation to the research report. Here it
may be noted that neither NBSPL, 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 profit that may arise from or in
connection with the use of the information contained in the research report.

Copyright of this document vests exclusively with NBSPL

Our reports are also available on our website www.nirmalbang.com

Registration granted by SEBI and certification from NISM in no way guarantee performance of NBSPL or provide any assurance
of returns to investors.

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)
B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park
Off. Ganpatrao Kadam Marg
Lower Parel (W), Mumbai-400013
Board No. : 91 22 6723 8000/8001
Fax. : 022 6723 8010


http://www.nirmalbang.com/

