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Quarterly flipbook: Q1 — Mixed bag

After previous three quarters of beat and upgrades, Q1FY22 earnings season saw an
overall in-line performance with divergence across sectors and stocks increasing yet
again due to second wave impact. Aggregate Revenue/PAT grew 49.5%/61.7% YoY
across the HSIE coverage universe (~190 stocks) due to low base, while on QoQ basis
it grew by -27.6%/+15% led by strong show from IT, Cement, Chemicals, Utilities and
non-lending financials while autos, banks, industrials, real estate delivered a miss.
~35% of our coverage stocks have beaten estimates (vs ~60% of stocks doing that in
previous 3 quarters). Given second wave impact being limited to Q1 and
management commentaries fairly positive on demand normalisation in July across
most sectors, FY22/FY23 earnings estimates remain largely unchanged (-0.7%/-0.1%).
Earning upgrades were led by the cement, capital markets and real estate sector for
our coverage universe. For the HSIE coverage universe, FY22/FY23 earnings growth
stands at 17.6%/21.8%, post 34% YoY earnings growth in FY21, leading to doubling of
earnings over FY20-23.
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India Equity Strategy

Quarterly flipbook: Q1 — Mixed bag

After previous three quarters of beat and upgrades, Q1FY22 earnings season saw
an overall in-line performance with divergence across sectors and stocks
increasing yet again due to second wave impact. Aggregate Revenue/PAT grew
49.5%/61.7% YoY across the HSIE coverage universe (~190 stocks) due to low base,
while on QoQ basis it grew by -27.6%/+15% led by strong show from IT, Cement,
Chemicals, Utilities and non-lending financials while autos, banks, industrials,
real estate delivered a miss.

~35% of our coverage stocks have beaten estimates (vs ~60% of stocks doing that in
previous 3 quarters). Given second wave impact being limited to Q1 and
management commentaries fairly positive on demand normalisation in July across
most sectors, FY22/FY23 earnings estimates remain largely unchanged (-0.7%/-
0.1%). Earning upgrades were led by the cement, capital markets and real estate
sector for our coverage universe. For the HSIE coverage universe, FY22/FY23
earnings growth stands at 17.6%/21.8%, post 34% YoY earnings growth in FY21,
leading to doubling of earnings over FY20-23.

Despite a strong second COVID wave, Nifty consensus of FY22 EPS remains
largely unchanged because the impacted sectors have a low weight in aggregate
earnings; this would not change unless banks see a material cut in earnings
(which has not transpired so far as NPA estimates for large banks don’t seem to be
at a huge risk and provisions among large banks remain adequate).

Nifty is trading at ~23x FY22 EPS, after building in ~39% EPS growth in FY22,
which can come through, aided by global cyclicals and select large banks. So,
while overall EPS estimates are less at risk despite the second wave, the
composition of earnings will change if high PE sectors see earnings cut and low
PE sectors see earnings upgrades.

We believe it will remain a stock pickers’ market in FY22 with bottom-up positive
risk-reward investment ideas still available. Markets continue to favour
technology (IT services, internet) and export-oriented sectors (chemicals)
compared to domestic cyclicals (banks, autos, industrials) which is leading to re-
adjustment of index weights away from financials. Primary market activity level
was quite high in Q1.

Our preferred sectors continue to be Large cap IT and banks, cement, infra and
real estate, gas, insurance and capital markets, while we remain underweight on
consumption (staples, discretionary and autos), NBFCs, and small banks.

Q1FY22 results snapshot: Overall, it was a reasonable quarter given the economic
backdrop. In terms of stocks, notable earning upgrades were visible in Bharat Forge,
SBI Life, Ultratech Cement, ACC, Dalmia Bharat, Sun Pharma, Alkem Labs, Apollo
Healthcare, Max Healthcare, ICICI Prudential, ICICI Securities, UTI AMC, Trent,
Cummins, ABB, DLF, Ahluwalia Contracts, Prestige Estates, Kolte Patil.

Our view: Index absolute upsides capped; bottom-up opportunities still visible
across sectors as economic recovery plays out in FY23.

While our sector preference has remained largely unchanged in the past six months,
post the sharp rally of "100% from March 2020 lows and more so within select
mid/small caps, easy returns have been made. The economy-facing ones like select
banks, cement, infrastructure, real estate, utilities, PSUs and gas stocks still have
room for rerating while IT and pharma look fairly valued with earnings-driven
upsides. Consumer staples and discretionary face PE derating risks, given stretched
valuations.

Model portfolio: maintain bias towards economy-facing and value sectors. We
have been cutting weights in chemicals and IT sectors, post the sharp run-up in
select stocks.

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters
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Q1 deviation in estimates in comparison
to previews

Sector Revenue PAT
Autos 20.8% NM
Banks and NBFCs -3.1%  -149%
Insurance -153%  -91.9%
Capital Markets 74%  -85%
Consumer- Staples 47%  -51%
Consumer

Discretionary (ex- 5.6% 5.0%
Autos)

Industrials

(Infrastructure+ Cap -7.6%  -14.4%
Goods+ Logistics)

Real Estate -24% -19.5%
IT and Exchanges 0.6% 0.8%
Energy (Oil & Gas) -1.8% -11.4%
Cemer}t and Building 13%  23.6%
Materials

Chemicals -0.2% 6.6%
Pharma 58%  10.4%
Power/Utilities 3.8% 10.6%
Total 0.9% -10.2%

Source: Bloomberg & HSIE Research

Sectoral Change in PAT Estimates in
comparison to previews

Sector FY22E FY23E
Autos -8.8% -6.3%
Banks and NBFCs -1.0% -0.8%
Insurance -7.2% -0.1%
Capital Markets 13.8%  10.8%
Consumer- Staples 0.0% 0.5%
Consumer

Discretionary (ex- 1.7% 3.9%
Autos)

Industrials

(Infrastructure+ Cap -0.2% 0.3%
Goods+ Logistics)

Real Estate 79%  13.6%
IT and Exchanges -1.3% -0.3%
Energy (Oil & Gas) -09%  -04%
Cemerlﬁ and Building 9.0% 5.99
Materials

Chemicals -3.0% -2.3%
Power 0.0% 0.0%
Pharma 2.0% 3.0%
Total -0.70/0 -0.10/0

Source: HSIE Research
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0, e 0, A 0
overas
i O : . A A ; . A A : . A A : . A A
0, 0, 0, @, Al O A QO A A A A @, 0, 0,
Autos 1,009.3 142.4 350 12195 108.6 ©.1) 528.9 8.1 (84.8)|  208%| -237% NM
Maruti Suzuki
Inz: i Suzuki 1733 15.6 13.9 177.7 8.2 44 411 (8.6) 2.5) 25%| -474%|  -68.3%
Bajaj Auto 754 13.1 119 73.9 112 10.6 30.8 41 53 20%|  -14.6%|  -10.8%
Mahindra & 119.5 16.7 8.7 117.6 163 9.3 55.9 57 0.4 1.6% 2.5% 7.4%
Mahindra
Eicher Motors 17.4 36 2.8 19.7 32 24 8.2 (0.6) ©06)|  134% 92%|  -15.4%
Hero MotoCorp 553 75 5.6 54.9 52 37 297 11 0.6 08%| -31.0%| -34.8%
Tata Motors 4722 73.2 (14.1) 664.1 504 (44.5) 319.8 6.8 G44)|  406%| 284%| -2150%
Ashok Leyland 300 19 0.1) 295 (1.4) 2.8) 65 (3.3) (3.9) 1.6% NM| -2138.1%
Escorts 17.4 26 21 16.7 23 1.9 10.6 12 0.9 40%|  -11.8%| -11.9%
Subros 5.1 05 02 48 03 0.03 07 (03) 02) 53%|  -444%| -81.0%
Endurance 121 1.9 0.7 16.9 24 13 6.0 0.4 03)|  404%|  288%|  86.9%
Amara Raja 173 25 17 189 25 12 115 15 0.6 9.2% 01%|  -27.6%
Bharat Forge 8.4 22 11 137 39 23 43 (0.03) 06)|  642%|  766%| 105.7%
Sundaram 6.0 11 0.6 111 2.0 12 37 0.2 03)|  862%|  86.1%|  95.1%
Fasteners
Banks and
730.3 524.0 195.0 707.7 539.0 166.0 656.3 527.4 141.7 3.1% 29%|  -14.9%

NBECs
ICICI Bank 105.1 85.1 450 109.4 88.9 462 92.8 107.8 260 41% 4.5% 25%
g:;ik Mahindra 407 294 15.7 39.4 31.2 164 37.2 262 124 3.1% 6.2% 4.5%
Bajaj Finance 40.1 325 12.9 37.0 31.2 10.0 33.0 30.0 9.6 7.8% 41%|  22.0%
IS:;ZBank of 291.4 1745 51.6 276.4 189.7 65.0 266.4 180.6 419 51% 88%|  260%
Axis Bank 775 65.5 240 77.6 64.2 216 69.9 58.4 1.1 0.1% 21%|  -10.0%
IndusInd Bank 355 302 8.8 35.6 313 9.7 33.1 286 46 0.5% 38%|  105%
AU Small Finance 63 46 24 7.2 45 2.0 52 45 20| 144% 19%|  -153%
Bank
Shriram Trans

: 21.6 16.9 7.0 19.8 16.7 17 184 15.0 32 -8.5% 11%)|  -75.6%
Finance
Cholamandalam
Investment & 12.8 9.6 39 127 9.9 33 9.4 6.4 43 13% 32%|  -15.7%
Finance Company
Mahindra &
Mahindra 141 9.9 19 112 75 15.3) 134 104 16|  207%| -247% NM
Financial
Federal Bank 148 10.1 46 142 114 37 13.0 93 40 40%|  124%| -204%
LIC Housing 148 134 67 12.8 102 15 122 10.7 82|  -138%| -23.6%| -77.0%
City Union Bank 48 338 12 45 338 17 44 36 15 -6.5% 10%|  433%
RBL Bank 9.5 7.9 13 9.7 8.1 (4.6) 104 69 14 21% 2.0% NM
DCB Bank 34 22 0.8 31 2.0 0.3 3.1 19 0.8 -8.8% 81%| -57.5%
Karur Vysya Bank 6.0 34 12 6.4 43 11 56 47 11 61%|  255% 6.4%
Indostar Capital 12 0.6 02) 1.0 03 (0.4) 13 0.7 05| -11.3%| -422%| -94.8%
Finance
REPCO Home 14 12 0.6 14 12 03 13 11 0.6 2.8% 31%|  -443%
Finance
UJJIVAN SFB 44 2.0 05 3.8 16 23) 46 21 05| -133%| -182% NM
CREDAG 44 31 0.8 34 22 0.2 37 26 07|  -23.8%| -300%| -745%
Bandhan Bank 204 18.1 44 21.1 187 37 18.1 15.8 55 3.8% 32%|  -152%
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0, 0, A 0, A D 0
overa BITDA ! BITDA A BITDA A BITDA :
0, 0, 0, 0, Al O A QO A QO A QO Al QO A 9, 0, 0,

Insurance 287.3 NA 243 2435 NA 2.0 248.0 NA 92| -153% NM|  -91.9%
SBI Life 159 NA 3.6 162 NA 39 127 NA 26 1.6% NM 8.8%
ICICI Prudential 114 NA 26 122 NA 36 8.2 NA 2.0 7.4% NM|  37.1%
GIC Reinsurance 152.4 (15.3) 6.8 111.1 (33.4) (10.4) 136.6 (19.4) GOo)|  271%| -1185% NM
ICICI Lombard 256 (1.0) 3.6 271 (5.4) 15 232 0.5 42 59%| -462.1%| -58.3%
2:::’1:;‘:;: 73.8 (12.5) 5.7 682 (11.0) 16 60.6 367 42 T6%|  116%|  -71.1%
Max Financial 8.4 NA 2.0 8.8 NA 17 6.6 NA 11 4.7% NM|  -14.3%
Capital Markets 238 127 10.1 22.0 114 9.2 165 7.5 7.1 74%|  -10.6% -8.5%
Nippon Life India 3.1 1.8 1.8 3.0 1.8 1.8 2.3 1.1 1.6 -3.1% 1.2% 0.6%
ICICI Securities 7.6 5.0 3.7 6.9 41 31 51 26 19 9.0%| -167%|  -162%
?ﬁ;ﬂiﬁ;ﬁvslws 8.6 39 25 7.5 34 21 6.0 3.0 22| 127%|  -125%|  -15.9%
UTI AMC 24 11 14 26 11 16 16 0.3 1.0 8.2% 00%|  12.8%
CAMS 21 1.0 0.7 2.0 09 0.6 15 0.5 0.4 4.9% 5.4% 6.7%
gt‘::l:;“er' 4169 108.2 80.4 4365 106.7 76.3 361.3 87.3 652 47% 1.4% 5.1%
E;r;i‘fet:“ 117.6 28.7 20.7 117.3 285 19.6 104.1 26.4 18.7 -0.3% -0.7% -5.1%
ITC 114.4 403 329 129.6 39.9 30.1 95.0 265 34| 133% 1.1% -8.3%
Dabur India 24.1 51 43 261 55 44 19.8 42 34 8.1% 7.9% 1.2%
}3;;322125 314 5.6 42 34.0 55 39 342 7.2 54 8.5% 1.1% 7.2%
United Spirits 17.9 25 13 162 17 1.0 103 (0.8) (1.6) 96%| -33.8%| -24.0%
Nestle 336 8.9 5.6 348 85 54 36.1 9.3 6.0 3.4% 45% 3.4%
Marico 253 5.0 34 253 48 36 193 47 33 0.0% 3.9% 4.4%
Colgate Palmolive 11.8 3.6 24 11.7 3.6 2.3 10.4 3.1 2.0 -0.8% -1.4% -2.2%
Emami 6.6 17 12 6.6 17 13 48 12 0.8 0.3% 2.5% 9.1%
GCPL 283 58 39 289 6.1 41 233 47 32 2.4% 5.2% 5.4%
Radico Khaitan 6.1 1.0 0.6 6.0 0.9 0.6 41 0.8 0.4 1.6% -8.6% -5.0%
Consumer

Discretionary (ex- 2472 226 9.1 261.0 232 9.5 153.8 25) (5.4) 5.6% 2.6% 5.0%
Autos)

?:;;‘Eart 50.2 24 13 50.3 22 12 383 11 0.5 0.2% 92%|  -11.6%
Titan Co 30.8 03 (0.6) 347 14 0.2 19.8 2.5) GO  129%| 378.6% NM
Havells India 248 33 22 26.0 35 23 14.8 13 0.6 4.6% 6.9% 7.7%
Trent 26 0.7) (13) 33 0.3) 0.8) 1.0 12) 14|  253%| 558%| 341%
L‘;ziclla‘;ks 8.8 2.0 0.7 8.8 21 0.8 38 0.2 (0.6) 0.1% 60%|  15.0%
Voltas 218 23 21 179 14 12 13.0 0.7 08| -18.0%| -418%| -41.9%
?ii}:iyjfiﬂa 6.8 2.5) (4.0) 7.7 (1.6) (3.4) 32 (3.5) @0)|  135%|  353%|  155%
g;?f;’; 112 15 12 10.5 13 0.9 7.2 1.0 0.7 65%| -171%|  -17.7%
Symphony 11 0.1 0.2 1.0 - 0.1 0.4 0.1) 0.01 59%| -100.0%|  -60.4%
V-Guard 59 0.6 0.4 56 0.4 0.2 41 0.1 0.04 56%| -288%| -435%
V-Mart 16 0.2) (0.4) 18 (0.02) 0.3) 0.8 0.1) ©03)|  109%|  892%|  27.7%
TCNS Clothing 1.0 0.2) 0.3) 0.9 02) (0.4) 0.3 (0.4) (0.5) -4.7% 33%|  -17.7%
Shoppers Stop 2.0 0.8) (1.6) 2.0 0.6) 1.2) 0.5 (1.0) 1.2) 19%|  17.0%|  24.6%
Asian Paints 47.8 93 6.1 55.9 9.1 57 292 48 22| 167% 2.1% -5.8%
Berger Paints 152 25 14 18.0 24 14 93 0.9 02|  181% 4.1% 0.5%
Kansai Nerolac 117 2.0 12 13.0 19 12 6.0 0.8 04|  113% 6.4% 2.9%
TTK Prestige 3.7 0.6 0.4 36 0.4 0.3 21 0.1 0.04 45%| -334%| -34.6%
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Q1 FY22 Preview Estimates Q1 FY22 Actuals Q1 FY21 Actuals Deviation
HsﬁfN(I:{"]‘;;r)age Revenue EBITDA PAT Revenue| EBITDA PAT Revenue EBITDA PAT Revenue EBITDA
QIFY2E QIFY22E QIFY22E QIFY22A| QIFY22A QIFY22A QIFY21A QIFY21A| QIFY2IA  QIFY22  QIFY22
Industrials
Inf
UES 590.6 733 30.2 545.6 66.8 25.9 3717 35.7 42 7.6% 89%|  -144%
Cap Goods+
Logistics)
Larsen & Toubro 323.9 36.1 149 293.3 31.7 117 2126 162 0.7 94%|  -122%| -21.1%
Siemens 314 37 2.7 271 23 16 121 (0.01) 01| -13.6%| -37.8%| -39.9%
Cummins India 11.1 15 1.3 11.8 15 1.4 5.0 0.03 0.3 6.7% -0.3% 2.2%
o
Container 175 32 14 18.1 43 25 119 16 0.6 32%|  375%|  785%
Corporation
ABB India 185 15 09 142 09 0.7 9.9 0.2 01| -230%| -349%| -26.4%
KEC International 25.0 12 0.2 254 16 05 2.1 19 0.7 16%|  299%| 130.4%
Kalpataru Power 16.8 17 1.0 159 16 0.8 146 16 07| 5.7% 70%|  -207%
Transmission
PNC Infratech 145 2.0 11 12,5 18 0.9 9.1 12 06| -137%| -109%| -167%
Dilip Buildcon 22,0 36 0.8 215 2.8 0.3 189 3.0 03 24%|  21.0%| -61.1%
KNR 6.0 12 0.8 7.4 14 0.7 48 0.9 04|  233%|  246% 5.7%
Constructions
IRB Infrastructure 157 6.7 0.6 163 7.0 0.7 102 48 0.3) 3.5% 49%|  281%
Ashoka Buildcon 9.7 13 1.0 10.1 12 1.0 57 0.8 0.7 42% 7.3% 3.2%
Ahluwalia 55 05 03 58 06 03 25 02 0.1 5.5% 17.6% 15.1%
Contracts
NCC 26.4 3.0 12 189 2.0 0.5 118 12 02|  283%| -342%| -552%
PSP Projects 40 05 03 32 0.4 0.3 11 0.01 002  208%| -147% 6.8%
HG Infra 8.4 14 0.7 9.1 15 0.9 3.0 0.5 0.2 8.4% 9.6%|  203%
Gateway 34 0.9 03 33 09 0.4 25 0.7 0.1 1.7% 01%|  283%
Distriparks
JMC Projects 10.1 1.0 03 112 0.8 0.2 47 0.3 ©02)  113%| -186%| -384%
Sadbhav 40 05 0.1 26 02 ©0.2) 23 0.2 ©03)|  -343%| -51.5% NM
Engineering
Capacite 2.8 0.4 0.03 28 0.4 0.04 0.2 ©0.2) (0.4) 1.8% 84%|  533%
Infraprojects
ITD Cementation 8.1 0.8 0.2 83 0.8 0.2 40 03 02) 2.3% 1.8%|  -19.1%
J Kumar 59 0.8 0.1 6.8 1.0 03 29 03 02)|  144%|  21.0%| 1252%
Infraprojects
Real Estate 448 10.7 5.9 43.7 113 47 28.6 6.3 .0) 2.4% 50%| -195%
DLF 10.1 23 29 114 40 34 55 0.02 on|  124%|  696%| 17.3%
Oberoi Realty 41 24 16 2.8 12 0.8 12 0.6 03|  307%| -472%|  -502%
Prestige Estates 14.0 29 1.1 142 35 0.6 12.7 44 0.02 13%|  186%| -46.4%
o
rigade 35 1.0 02) 3.8 11 0.2) 2.0 0.5 (0.5) 94%|  113%|  16.0%
Enterprises
Sobha Developers 46 09 0.04 51 1.0 0.1 35 1.0 01|  104% 83%|  141.9%
Kolte Patil 0.7 ©0.1) 0.2) 20 0.6 03 14 ©.1) ©03)|  1923%| 7109% NM
Phoenix Mills 16 0.7 0.2) 20 038 0.3) 13 0.7 04|  265% 41%|  -155%
Godrej Properties 59 0.7 1.0 0.9 (0.6) 0.2 0.7 0.5) 0.2) -85.3% NM -82.6%
Mahindra o o o
Lifespaces 0.3 0.1) 0.1 15 02) ©.1) 0.1 02) 02)|  4587%|  74.6%|  -79.0%
IT and Exchanges |  1,384.8 349.4 2413| 13928 339.8 2431| 1,184.9 275.1 191.9 0.6% 2.7% 0.8%
Tata Consultancy 4573 129.1 93.8 454.1 126.6 90.1 383.2 100.2 70.1 0.7% 1.9% 3.9%
Services
Infosys 275.5 753 521 279.0 743 52,0 236.7 61.2 423 1.2% 1.3% 0.3%
HCL 203.0 529 329 200.7 491 321 178.4 457 293 1.1% 72% 22%
Technologies
Wipro 178.0 427 28.8 182.5 39.8 323 149.1 318 23.9 25% 68%|  121%
Tech Mahindra 100.0 187 122 102.0 188 135 91.1 13.0 9.7 2.0% 03%|  109%
L&T Infotech 343 6.6 46 346 65 5.0 295 59 42 1.0% 2.1% 8.1%
L&T Technologies 15.1 29 1.9 152 32 22 12.9 2.1 12 0.8%|  11.0%|  11.4%
Mphasis 26.1 48 33 26.9 49 3.4 29 42 2.8 3.1% 2.6% 3.5%
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Q1 FY22 Preview Estimates Q1 FY22 Actuals Q1 FY21 Actuals Deviation

HSIE Coverage

(INR Bn) Revenue EBITDA PAT Revenue| EBITDA PAT Revenue EBITDA PAT Revenue EBITDA

QIFY22E QIFY22E QIFY22 E Q1FY22A\ QIFY22A QIFY22A QIFY21A QlFYZlA‘ QIFY21A QIFY22 QIFY22

Mindtree 224 47 33 229 46 34 19.1 32 21 2.4% 2.1% 41%
MCX 0.9 0.4 0.4 0.9 0.4 0.4 0.7 0.3 0.6 2.8% 8.9% 7.5%
Tata Elxsi 5.6 15 1.0 5.6 15 11 40 0.9 0.7 0.5% 26%|  153%
Persistent 119 2.0 15 123 2.0 15 9.9 15 0.9 3.6% 2.7% 0.8%
Cyient 10.6 17 1.0 10.6 1.9 12 9.9 1.0 0.8 -0.6% 84%|  17.0%
TeamLease 135 03 0.2 138 03 0.2 114 0.2 0.2 21%|  17.7% 5.0%
Sonata 121 11 0.8 127 1.0 09 95 0.8 0.5 4.8% 39%|  12.1%
Zensar 9.2 17 1.0 94 17 1.0 95 14 07 2.3% 0.1% 5.9%
Technologies
CDSL 11 0.7 0.6 12 0.7 0.6 0.7 0.4 0.5 84%|  103%|  124%
BSE 16 05 0.6 16 05 0.6 1.0 ©0.1) 0.4 06%| 121% 6.3%
IndiaMart 17 038 0.7 18 09 0.9 15 0.7 0.7 44%|  163%|  30.3%
Mastek 5.1 11 0.7 52 11 0.7 39 0.7 0.4 1.8% 2.7% 11%
g’;‘;gy (A 4,683.9 611.1 3364| 45982 5962 2079 26157  390.2 1653  -1.8%|  24%| -11.4%
Reliance 1,361.6 223.1 1257] 13995 2337 122.8 882.5 168.8 84.2 2.8% 4.8% 23%
Industries
ggr‘;‘ Natural Gas 234.7 124.4 50.8 230.2 1215 433 130.1 59.1 5.0 1.9% 23%|  -14.7%
Indian Oil Corp 1,181.7 128.6 747| 11867 111.3 59.4 624.0 55.1 19.1 04%| -135%| -205%
]é};i;at Petroleum 790.3 363 242 709.2 325 15.8 387.9 392 208  -103%| -105%| -34.6%
GAIL India 1613 26.6 17.9 173.8 24.1 153 1209 62 26 7.8% 93%|  -14.5%
Petronet LNG 915 104 6.0 86.0 105 6.4 488 9.1 52 -6.1% 1.5% 6.0%
Indraprastha Gas 136 45 3.0 1256 3.8 24 6.4 0.8 03 73%|  -150%| -17.4%
HPCL 769.7 326 19.8 7244 31.9 18.0 377.2 435 28.1 -5.9% 1.9% 9.2%
Gujarat Gas 323 54 33 301 7.2 48 10.8 1.9 0.6 69%|  341%|  425%
Gujarat State 5.1 37 23 53 37 23 46 35 2.0 3.4% 2.4% 1.7%
Petronet
OIL India 313 12.0 6.2 30.1 123 51 17.4 2.0 (3.2) 4.0% 29%|  17.7%
Mahanagar Gas 65 31 21 62 3.0 20 26 0.8 05 -4.6% -0.5% -0.6%
Gulf Oil 42 0.6 05 42 0.4 03 24 03 0.2 12%|  -323%|  -39.0%
Lubricants
Cement and
Building 361.0 82.6 416 365.5 92.3 514 245.0 59.5 27.1 13%|  11.8%|  23.6%
Materials
UltraTech Cement 114.1 27.6 116 1183 33.1 17.0 76.7 208 95 37%|  198%|  46.4%
Shree Cement 33.6 9.7 55 345 10.1 6.6 233 7.0 37 2.7% 44%|  20.0%
Ambuja Cement 327 85 6.7 33.7 9.6 72 218 6.0 45 31%|  135% 7.7%
ACC 38.0 69 42 388 8.7 57 26.0 53 27 23%|  264%|  369%
Ramco Cements 145 42 21 123 36 17 104 26 11| -155%| -129%| -19.6%
Dalmia Bharat/ 273 6.2 16 259 7.0 27 19.0 6.2 19 50%|  132%|  62.3%
Odisha Cem
JK Cement 16.6 37 18 17.1 40 19 10.0 21 0.5 3.5% 8.1% 9.4%
Birla Corporation 16.9 35 15 175 34 14 122 23 07 3.5% 3.1% -8.5%
Heidelberg 5.0 13 0.6 56 13 07 41 11 05 11.9% 4.6% 15.8%
Cement
STAR Cement 53 1.0 07 5.1 09 0.7 29 07 0.4 2.8% 7.2% 0.3%
JK Lakshmi 11.0 21 09 11.0 21 0.9 8.3 14 0.4 0.0% 0.0% 0.0%
Sagar Cements 3.7 1.0 0.4 3.9 11 0.5 2.6 0.9 0.4 5.4% 5.8% 24.2%
Supreme 138 24 17 134 22 17 105 12 0.4 3.1% -8.2% 1.1%
Industries
Orient Cement 6.5 15 0.7 69 1.9 0.9 41 1.0 0.3 64%|  205%|  302%
Deccan Cement 22 05 03 22 0.6 0.4 14 0.4 0.3 29%|  199%|  220%
Astral 7.1 13 0.7 7.0 13 0.7 40 0.5 0.2 1.1% 3.0% 2.1%
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Q1 FY22 Preview Estimates Q1 FY22 Actuals Q1 FY21 Actuals Deviation

HSIE Coverage

(INR Bn) Revenue EBITDA PAT Revenue| EBITDA PAT Revenue EBITDA PAT Revenue EBITDA

QIFY22E QIFY22E QIFY22 E Q1FY22A\ QIFY22A QIFY22A QIFY21A QlFYZlA‘ QIFY21A QIFY22 QIFY22

Prince Pipe 36 0.4 0.2 33 0.4 0.2 3.0 0.3 0.1 72%|  13.0%|  14.3%
Somany Ceramics 35 03 0.04 33 0.2 0.04 17 0.1) 0.2) 56%|  -173%|  222%
Kajaria Ceramics 5.8 0.7 0.3 5.6 0.8 0.4 2.8 0.1) 0.3) -2.7% 13.8% 25.7%
Chemicals 90.5 20.4 12.6 90.3 213 135 53.5 12.2 6.5 02% 42% 6.6%
Vinati Organics 34 12 0.9 39 1.0 0.8 23 1.0 07|  124%| -18.3% 7.8%
Navin Fluorine 33 0.9 0.6 31 0.8 0.6 20 0.5 0.2 49%|  -11.1% 4.4%
Deepak Nitrite 15.1 41 2.7 153 45 3.0 6.7 18 1.0 09%|  108%| 11.1%
gl?i?:c};ants 8.2 12 0.8 83 11 0.8 6.1 0.9 0.6 0.8%| -10.1% 5.0%
Alkyl Amines 39 12 0.8 39 11 0.8 25 0.8 05 0.5% -5.3% 1.5%
Balaji Amines 38 1.0 0.7 39 11 0.8 21 05 0.3 19%|  171%|  21.5%
Aarti Industries 12.2 2.7 14 13.2 3.1 1.6 9.4 1.8 0.8 7.6% 16.3% 19.1%
SRF 28.2 6.2 3.7 27.0 6.6 40 155 3.7 18 -4.3% 6.3% 8.0%
Fine Organic 33 0.5 0.4 3.6 0.5 0.4 24 05 0.3 7.4% 0.6% 1.1%
NOCIL 32 05 03 34 0.7 0.5 11 0.1 0.1 7.8%|  412%|  583%
i‘;‘izf?;“ 5.7 0.9 05 47 0.6 0.3 35 05 02| -173%| -314%| -432%
Pharma 4285 95.7 57.4 4532 103.0 63.3 3718 78.7 37.6 5.8% 76%|  104%
Sun

Pharmaceutical 89.9 22 152 97.2 27.4 20.0 75.9 176 107 81%|  235%|  314%
Industries

LD;ini::)yr;is 495 113 65 492 95 57 442 112 58 06%| -157%| -11.6%
Torrent Pharma 21.7 6.7 35 213 6.8 33 20.6 6.6 32 1.8% 0.5% 6.6%
Cipla Ltd/India 482 109 63 55.0 135 8.0 435 105 58|  143%| 231%| 275%
Ifl?:;’rzi:do 60.8 131 7.9 57.0 12.1 75 59.2 13.2 8.1 6.2% 7.5% 5.1%
Lupin 39.8 7.4 39 39.0 55 13 353 49 11 20%|  -254%|  -66.3%
Cadila 38.9 9.1 5.8 403 9.3 5.6 35.1 7.9 44 3.6% 3.1% 24%
Alkem Labs 217 43 34 27.3 6.6 53 20.0 53 42| 257%|  524%|  589%
Apollo Hospitals 7.6 26 18 7.5 22 17 6.7 22 15 16%|  -161% 3.7%
Narayana Health 30.0 41 13 37.6 52 20 217 0.4 en|  255%|  262%|  52.6%
Ajanta Pharma 7.9 12 03 8.6 13 0.8 39 0.9) 1.2) 92%|  113%| 127.2%
Max Healthcare 127 2.8 15 132 3.6 21 57 0.2) (3.8) 44%|  307%|  36.8%
Power/Utilities 526.5 201.8 75.0 546.6 213.7 83.0 4727 207.3 775 3.8% 59%|  10.6%
NTPC 248.5 653 243 259.9 746 316 229.1 77.5 314 46%|  142%|  302%
PGCIL 96.2 84.6 31.8 97.8 85.7 32.8 89.9 78.8 305 1.7% 1.4% 3.3%
NHPC 20.9 122 7.3 21.7 12.8 9.1 252 142 9.1 3.9% 49%|  24.6%
CESC 188 41 2.7 193 31 14 159 23 13 29%|  248%|  -49.0%
TATA Power 91.6 17.8 26 99.7 232 39 64.5 173 21 88%|  306%|  47.7%
JSW Energy 196 8.8 25 173 7.0 21 18.1 7.5 22| 120%|  202%|  -18.0%
Torrent Power 31.0 9.1 3.8 31.0 7.3 2.1 30.1 9.7 0.9 0.1% -19.5% -44.9%
Total 108254 2,2551| 11543 109261 22334| 10368 73087 1,697.4 641.2 0.9% 10%|  -102%

Source: Bloomberg & HSIE Research
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Autos 13.0% 18.2% 45.9% 51.5% -8.8% -6.3%
Maruti Suzuki India 6,851 27.8 BUY 8,190 23.1% 182% 26.4% 58.6% -19.8% -6.3%
Bajaj Auto 3,752 146 BUY 4,570 16.7% 15.9% 102% 26.7% 7.8% -5.5%
Mahindra & Mahindra | 786 131 ADD 860 14.5% 12.5% 14.4% 13.5% 1.5% 77%
Eicher Motors 2,602 9.6 REDUCE 2,300 23.5% 22.9% 51.7% 34.9% 9.1% 77%
Hero MotoCorp 2,698 72 ADD 3,150 6.9% 9.3% 9.1% 8.6% -54% 5.1%
Tata Motors 283 135 BUY 360 8.0% 20.2% NM|  2329.8% -52.8% -14.7%
Ashok Leyland 119 47 REDUCE 115 34.9% 25.5% NM 99.0% 6.6% 1.8%
Escorts 1,194 22 ADD 1,345 9.1% 8.9% 1.6% 102% 1.2% 1.0%
Amara Raja 697 16 ADD 840 10.1% 12.7% 2.0% 10.9% 0.0% 0.0%
Endurance 1,593 30 ADD 1,740 19.0% 14.2% 17.9% 25.2% 2.7% 44%
Subros 312 03 BUY 410 18.0% 17.6% 534% 58.5% -132% 0.1%
Bharat Forge 753 47 BUY 1,000 39.6% 28.1% 172.6% 42.8% 13.0% 5.3%
Sundaram Fasteners 756 2.1 ADD 860 19.5% 18.1% 32.1% 29.6% 6.4% 6.3%
Banks and NBFCs 14.3% 13.7% 48.4% 25.3% -1.0% -0.8%
ICICI Bank 681 634 BUY 775 14.4% 16.6% 28.8% 25.5% 0.0% 0.0%
Kotak Mahindra Bank | 1,704 454 REDUCE 1,747 12.0% 15.8% 13.4% 21.3% 0.0% 0.0%
Bajaj Finance 6,661 54.0 REDUCE 4,590 16.4% 21.8% 59.6% 33.6% -8.5% 9.3%
State Bank of India 407 4838 BUY 501 14.0% 10.7% 55.2% 22.7% 0.0% 0.0%
Axis Bank 740 305 BUY 824 15.7% 14.3% 98.7% 24.4% 0.0% 0.0%
Indusind Bank 979 102 REDUCE 734 14.2% 14.1% 101.6% 28.3% 0.0% 0.0%
Q;Emau Finance 1,301 55 BUY 1,046 23.6% 23.2% 27.2% 31.6% 0.0% 0.0%
Shriram Trans Finance 1,255 4.5 ADD 1,462 7.6% 10.4% 32.8% 13.1% 0.0% 0.0%
Cholamandalam
Investment & Finance 485 53 BUY 613 13.8% 7.8% 52.3% 7.2% 0.0% 0.0%
Company
gﬁ:ﬁgﬁ & Mahindra | 5 24 ADD 177 42% 19.3% 238.2% 54.1% -14.4% -3.3%
Federal Bank 80 23 BUY 96 14.0% 12.8% 38.8% 14.8% 0.0% 0.0%
LIC Housing 376 25 REDUCE 356 12.2% 11.6% -44% 18.8% -33% 0.0%
City Union Bank 146 15 BUY 194 13.8% 14.3% 28.9% 25.6% 0.0% 0.0%
RBL Bank 163 13 REDUCE 182 12.3% 15.4% 41.0% 82.5% -19.7% 3.9%
DCB Bank 86 04 ADD 139 12.5% 12.6% 20.3% 21.7% 0.0% 0.0%
Karur Vysya Bank 41 04 REDUCE 46 14.4% 12.9% 0.7% 79.0% 0.0% 0.0%
;‘::;’zt;r Capital 296 05 REDUCE 284 29.1% 26.9% NM 61.3% 0.0% 0.0%
REPCO Home Finance | 311 03 ADD 411 4.4% 10.6% 13.8% 12.5% 0.0% 0.0%
UJJIVAN SFB 20 05 BUY 36 15.0% 18.8%|  3672.0% 51.7% 0.0% 0.0%
CREDAG 639 13 BUY 813 33.0% 25.2% 283.9% 64.9% 0.0% 0.0%
Bandhan Bank 278 6.0 BUY 418 23.4% 19.1% 68.8% 35.4% 0.0% 0.0%
Insurance 12.8% 13.1% -6.5% 34.8% -7.2% -0.1%
SBI Life 1,125 15.1 BUY 1,350 15.0% 14.7% 22.9% 17.0% 6.0% 7.2%
ICICI Prudential 666 12.9 ADD 685 25.0% 20.0% 31.0% 20.9% 9.5% 13.3%
ICICI Lombard 1,472 9.0 REDUCE 1,245 37.3% 13.8% 6.7% 57.1% -21.8% 0.4%
GIC Reinsurance 147 35 REDUCE 160 4.8% 14.9% 62.1% 194.5% -49.2% -21.3%
New India Assurance 135 3.0 SELL 110 11.0% 7.5% -34.8% 9.5% -3.3% 0.4%
Max Financial 1,036 48 ADD 1,180 15.7% 13.1% 14.8% 15.3% 1.1% 0.1%
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Strategy INETITLTIONAL RESARES!
0 g AP($ B g ° i ° : A
Capital Markets 0.4% 5.3% -14.4% 6.7% 13.8% 10.8%
Nippon Life India 391 32 ADD 415 16.6% 14.3% -2.5% 18.7% 0.7% 2.1%
ICICI Securities 683 3.0 ADD 800 0.8% -0.9% -3.4% -0.7% 40.1% 30.9%
gﬁ;ﬂigz’im 784 15 REDUCE 885 -19.5% 3.0% -44.6% 1.2% 2.2% 1.1%
UTI AMC 1,090 19 BUY 1,140 32.9% 9.6% 3.8% 9.8% 21.2% 15.3%
CAMS 3,181 2.1 REDUCE 2,030 20.2% 10.9% 21.5% 14.2% 1.8% 0.0%
Consumer- Staples 11.5% 9.1% 16.1% 10.5% 0.0% 0.5%
Hindustan Unilever 2,619 82.7 REDUCE 2,475 9.7% 8.3% 13.5% 11.1% 0.1% 0.0%
ITC 209 34.6 BUY 250 11.3% 8.2% 18.2% 7.6% -0.3% 0.6%
Dabur India 612 14.5 ADD 625 13.4% 10.0% 13.3% 12.1% -0.2% -0.1%
Britannia Industries 3,896 12.6 REDUCE 3,600 7.5% 8.9% 42% 10.0% 0.0% 0.0%
United Spirits 704 6.9 ADD 660 14.3% 15.8% 101.8% 25.0% -0.3% 0.1%
Nestle 19,571 254 REDUCE 17,108 10.8% 10.6% 15.3% 11.5% 0.0% 0.0%
Marico 538 9.3 ADD 545 19.1% 8.3% 12.6% 19.2% -0.3% 2.9%
Colgate Palmolive 1,677 6.1 ADD 1,809 8.3% 7.9% 2.1% 8.6% -0.2% -0.4%
Emami 586 35 REDUCE 475 13.7% 9.5% 10.8% 10.1% 0.4% 0.9%
GCPL 1,033 14.2 ADD 1,000 15.9% 10.2% 19.0% 15.7% 2.3% 3.1%
Radico Khaitan 884 1.6 ADD 900 17.6% 11.3% 18.6% 20.6% 2.5% 2.9%
Consumer
Discretionary (ex- 22.6% 24.9% 40.8% 35.2% 1.7% 3.9%
Autos)
Avenue Supermart 3,643 31.7 SELL 2,260 24.7% 47.0% 30.4% 60.3% 2.4% 1.8%
Titan Co 1,877 224 SELL 1,500 22.2% 19.8% 99.4% 27.4% -3.9% 2.8%
Havells India 1,236 10.4 ADD 1,200 21.5% 17.0% 14.4% 18.6% 2.4% 0.9%
Trent 897 43 SELL 690 44.9% 59.5% NM 177.4% 398.1% 21.9%
Jubilant Foodworks 3,968 7.0 REDUCE 2,650 33.8% 18.7% 78.4% 27.6% -0.1% 0.0%
Voltas 978 4.3 ADD 1,100 15.9% 19.9% 35.6% 27.3% -6.6% -3.1%
Aditya Birla Fashion 200 24 BUY 250 36.9% 34.9% 49.5% -143.0% 0.0% 769.2%
Crompton Consumer 447 3.8 BUY 475 20.0% 18.9% 17.8% 17.8% 0.4% 0.2%
Symphony 911 0.9 ADD 1,200 39.5% 9.3% 76.1% 18.6% 0.1% -0.2%
V-Guard 240 14 ADD 265 16.4% 15.1% 28.1% 22.6% 0.1% 0.1%
V-Mart 3,654 1.0 REDUCE 3,250 63.6% 58.2% 55.0% 255.7% -28.3% 5.1%
TCNS Clothing 558 0.5 SELL 440 52.3% 31.4% 88.5% -1319.7% 0.0% 0.0%
Shoppers Stop 235 0.3 SELL 190 61.0% 29.2% 61.5% -121.8% 65.8% NM
Asian Paints 3,113 40.1 SELL 2,460 15.1% 12.1% 13.4% 18.5% -0.6% 1.1%
Berger Paints 819 10.7 SELL 670 17.3% 12.7% 21.7% 22.0% -0.2% 2.4%
Kansai Nerolac 626 4.5 BUY 675 14.9% 15.3% 6.8% 22.7% 2.2% 2.3%
TTK Prestige 8,956 1.7 ADD 9,165 16.3% 11.8% 8.9% 12.5% 0.0% 0.0%
Industrials
(Infrastructure+ Cap 17.7% 16.7% 33.9% 32.3% -0.2% 0.3%
Goods+ Logistics)
Larsen & Toubro 1,594 30.1 BUY 1,909 15.0% 16.2% 28.1% 26.8% 0.0% 0.0%
Siemens 2,218 10.6 REDUCE 1,860 26.9% 19.2% 45.8% 28.5% -7.8% -1.7%
Cummins India 992 3.7 BUY 1,147 22.6% 18.8% 33.6% 30.8% 5.9% 11.3%
Container Corporation 650 53 ADD 720 19.3% 25.7% 724% 44.0% -0.2% -2.5%
ABB India 1,715 4.9 REDUCE 1,540 30.1% 13.8% 56.6% 23.8% 36.4% 25.8%
KEC International 389 1.3 BUY 485 12.6% 12.4% 3.8% 44.5% 0.0% 0.0%
I;f;i::gf;izzwer 399 08 BUY 590 11.1% 15.2% -41% 33.0% 0.0% 0.0%
PNC Infratech 291 1.0 BUY 356 18.0% 15.5% 30.0% 25.3% 0.0% 0.0%
Dilip Buildcon 505 1.0 BUY 669 15.0% 14.0% 50.8% 422% 0.0% 0.0%
KNR Constructions 287 11 BUY 332 24.6% 15.8% 25.1% 32.7% -1.0% 9.3%
IRB Infrastructure 157 0.7 BUY 175 10.1% 8.8% 436%|  160.7% 0.0% 0.0%
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Revenue Growth PAT Growth Change in PAT estimates
HSIE Coverage CMP | MCAP($Bn)| Rating

FY23E FY22E FY23E

Ashoka Buildcon 99 0.4 BUY 183 15.0% 11.7% -29.4% 46.2% 6.0% 4.7%
Ahluwalia Contracts 370 0.3 BUY 465 25.0% 15.0% 32.3% 13.8% 32.3% 13.8%
NCC 77 0.6 BUY 114 41.8% 20.5% 86.4% 40.7% -10.8% -5.7%
PSP Projects 426 0.2 BUY 542 33.6% 21.7% 50.9% 21.7% -1.1% 0.3%
HG Infra 557 0.5 BUY 702 21.9% 15.1% 22.5% 18.6% 5.8% 6.3%
Gateway Distriparks 260 0.4 BUY 360 13.2% 16.3% 38.9% 20.8% 12.5% -1.8%
JMC Projects 98 0.2 BUY 149 -3301.9% -23.6% -224.6% -47.0% -93.1% -97.4%
Sadbhav Engineering 56 0.1 BUY 73 7.6% 59.0% -212.6% 352.1% -57.7% -25.2%
ITD Cementation 78 0.2 BUY 117 19.0% 20.0% 661.0% 57.1% 0.0% 0.0%
J Kumar Infraprojects 206 0.2 BUY 247 30.0% 16.5% 156.7% 54.2% -4.9% 12.2%
Real Estate 14.8% 19.5% 84.1% 32.7% 7.9% 13.6%
DLF 309 10.3 BUY 390 13.5% 12.0% 48.3% 17.1% 14.8% 30.5%
Oberoi Realty 656 32 BUY 800 10.7% 8.7% 54.4% -15.9% 0.7% -1.7%
Prestige Estates 332 1.8 ADD 387 -9.0% 9.0% 56.9% 13.1% 24.1% 17.9%
Brigade Enterprises 315 1.0 ADD 357 43.6% 17.2% 211.4% 93.7% 6.1% 58.4%
Sobha Developers 585 0.7 BUY 690 9.9% 44.1% 64.7% 222.3% 0.0% 0.0%
Kolte Patil 221 0.2 BUY 350 78.7% 6.9% -2808.5% 27.9% 31.8% 27.3%
Phoenix Mills 809 1.9 BUY 1,188 27.4% 57.7% 165.6% 238.8% -18.0% 4.6%
Godrej Properties 1,485 5.5 REDUCE 1,500 102.7% 32.5% 1167.7% 77.8% 1.1% 0.6%
Mahindra Lifespaces 750 0.5 BUY 1,047 115.3% 114.1% NM -515.0% -1168.6% -1.4%
IT and Exchanges 16.9% 13.9% 13.8% 16.2% -1.3% -0.3%
g::s;mu“amy 3,560 177.0 ADD 3,775 02 0.1 0.1 0.1 (0.0) (0.0)
Infosys 1,733 99.3 BUY 1,780 0.2 0.1 0.1 0.2 (0.0) 0.0
HCL Technologies 1,117 40.8 BUY 1,230 0.1 0.1 0.1 0.2 (0.0) 0.0
Wipro 620 45.7 ADD 665 0.2 0.1 0.2 0.1 0.0 0.0
Tech Mahindra 1,399 18.2 BUY 1,530 0.1 0.1 0.2 0.2 0.0 0.0
L&T Infotech 4,918 11.6 ADD 5,020 0.2 0.2 0.2 0.2 0.0 0.0
L&T Technologies 3,865 55 REDUCE 3,035 0.2 0.2 0.4 0.2 0.0 (0.0)
Mphasis 2,848 7.2 BUY 3,300 0.2 0.2 0.2 0.3 0.0 0.1
Mindtree 3,345 74 ADD 3,035 0.2 0.2 0.1 0.2 0.1) 0.0
MCX 1,494 1.0 ADD 1,745 0.0 03 (0.0) 04 (0.0) (0.0)
Tata Elxsi 4,727 4.0 REDUCE 4,400 0.3 0.2 0.4 0.3 0.0 0.0
Persistent 3,182 3.3 ADD 3,420 0.3 0.2 0.5 0.2 0.0 0.0
Cyient 915 14 ADD 1,100 0.1 0.2 0.3 0.2 0.1 0.0
TeamLease 3,980 0.9 BUY 4,240 0.2 0.3 0.5 0.4 0.1 0.0
Sonata 846 1.2 BUY 950 0.3 0.2 0.4 0.3 0.0 0.1
Zensar Technologies 428 1.3 BUY 525 0.1 0.1 0.2 0.2 0.1 0.1
CDSL Ltd 1,209 1.7 BUY 1,440 0.4 0.2 0.4 0.2 0.2 0.2
BSE 1,110 0.7 BUY 1,385 0.2 0.2 0.4 0.2 0.1 0.1
IndiaMart 7,112 29 BUY 8,500 0.1 0.2 0.1 0.2 0.1 0.0
Mastek 2,597 0.9 BUY 2,930 0.2 0.2 0.3 0.3 0.0 0.0
Energy (Oil & Gas) 24.1% 10.7% 1.8% 21.9% -0.9% -0.4%
Reliance Industries 2,148 189.2 ADD 2,280 56.9% 18.9% 20.4% 29.9% -2.3% -1.1%
ggrf: Natural Gas 110 186 BUY 143 17.1% 5.7% 80.1% 124% 0.0% 0.0%
Indian Oil Corp 104 13.1 ADD 114 13.3% 5.7% -58.6% 30.5% 0.0% 0.0%
Bharat Petroleum Corp 455 13.3 ADD 500 3.6% 4.6% -51.3% 18.4% 0.0% 0.0%
GAIL India 140 8.4 BUY 195 28.9% 10.3% 28.5% 10.0% -2.0% 0.5%
Petronet LNG 227 4.6 BUY 270 22.8% 21.9% -3.0% 8.6% 0.0% 0.0%
Indraprastha Gas 522 4.9 BUY 691 28.6% 23.6% 13.7% 26.0% 0.0% 0.0%
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FY22E FY23E FY23E FY22E FY23E

HPCL 247 4.7 ADD 292 5.8% 7.7% -50.0% 36.5% 0.0% 0.0%
Gujarat Gas 714 6.6 BUY 900 27.8% 16.6% 34.5% 23.9% 5.1% 2.0%
Guyjarat State Petronet 374 2.8 BUY 400 32.4% 14.8% 24.2% 16.5% 1.2% 0.0%
OIL India 166 24 BUY 200 14.6% 5.3% 41.7% 9.3% 0.0% 0.0%
Mahanagar Gas 1,099 1.5 ADD 1,255 19.5% 27.9% 10.9% 28.7% 5.2% -2.4%
Gulf Oil Lubricants 572 0.4 BUY 850 11.4% 7.6% 2.1% 7.9% 0.0% 0.0%
E;:“t::l‘:l‘:t Building 14.9% 11.7% 8.8% 18.2% 9.0% 5.9%
UltraTech Cement 7,493 29.1 BUY 8,155 11.9% 9.4% 71% 22.3% 11.0% 6.3%
Shree Cement 26,291 12.8 REDUCE 27,500 10.5% 13.4% 7.3% 16.9% 0.0% 0.0%
Ambuja Cement 392 10.5 ADD 400 18.9% 9.5% 23.3% 10.3% 6.3% 3.8%
ACC 2,291 5.8 BUY 2,610 22.0% 8.2% 36.1% 9.6% 13.2% 7.8%
Ramco Cements 958 3.0 REDUCE 1,044 11.3% 17.8% 2.0% 38.4% 0.6% 0.1%
g:rl:ﬁa Bharat/ Odisha | ) o5 49 ADD 2,210 20.8% 11.7% -7.8% 5.9% 55.9% 37.2%
JK Cement 3,113 3.2 ADD 3,210 14.3% 14.1% 19.2% 27.0% 1.9% 2.6%
Birla Corporation 1,313 14 BUY 1,545 9.5% 16.9% -29.5% 19.6% 0.0% -0.1%
Heidelberg Cement 254 0.8 ADD 283 17.7% 8.6% 9.7% 7.5% 0.1% 0.1%
STAR Cement 116 0.6 BUY 130 26.4% 14.4% 34.0% 32.4% -0.1% 0.0%
JK Lakshmi 697 1.1 BUY 850 8.3% 8.6% 21.9% 14.7% 40.7% 41.1%
Orient Cement 152 0.4 BUY 187 20.5% 6.8% 15.3% 2.7% 15.4% 8.9%
Deccan Cement 711 0.1 ADD 800 9.0% 6.5% -4.8% -2.4% 19.1% 18.8%
Sagar Cements 295 0.5 BUY 1,425 16.5% 33.9% -18.9% 31.7% 18.2% 18.4%
Supreme Industries 1,979 3.4 ADD 2,320 7.5% 9.0% -18.0% 2.3% 0.0% -0.2%
Astral 2,061 5.6 REDUCE 1,920 30.5% 20.8% 28.9% 32.5% 0.2% 0.3%
Prince Pipe 639 0.9 BUY 870 25.7% 16.4% -0.8% 37.2% 0.0% 0.0%
Somany Ceramics 640 0.4 BUY 940 16.0% 19.1% 45.9% 36.3% 0.1% 0.3%
Kajaria Ceramics 1,075 2.3 BUY 1,130 21.1% 25.1% 18.6% 38.2% -0.2% -0.2%
Chemicals 24.2% 13.9% 26.4% 16.3% -3.0% -2.3%
Vinati Organics 1,854 2.6 SELL 1,600 62.8% 34.4% 40.3% 43.1% -7.1% 2.8%
Navin Fluorine 3,719 2.5 ADD 4,170 17.1% 28.9% 28.7% 32.8% -6.0% -0.2%
Deepak Nitrite 2,101 39 SELL 1,600 45.3% 11.1% 46.8% 4.6% -0.8% -4.2%
Galaxy Surfactants 2,987 14 BUY 3,650 33.1% 10.3% 31.0% 15.3% -2.7% -2.8%
Alkyl Amines 4,099 2.8 SELL 3,200 21.1% 19.4% 12.6% 18.2% -43.9% -42.9%
Balaji Amines 3,319 14 ADD 3,805 22.7% 12.6% 20.4% 14.1% 13.3% 12.7%
Aarti Industries 930 45 BUY 1,100 14.8% 16.7% 30.7% 14.9% 15.4% 14.1%
SRF Ltd 8,889 7.1 ADD 8,630 11.5% 9.6% 10.6% 10.4% 6.1% 6.1%
Fine Organic 2,830 1.2 BUY 3,480 27.0% 11.1% 17.5% 43.3% -6.2% -4.1%
NOCIL 242 0.5 BUY 330 43.3% 12.0% 57.9% 25.1% 8.9% 8.6%
Sudarshan Chemical 598 0.6 BUY 830 17.2% 16.3% 20.5% 32.8% -18.7% -8.5%
Power/Utilities 12.1% 7.8% 10.2% 8.3% 0.0% 0.0%
NTPC 114 149 BUY 143 9.5% 9.8% 5.7% 10.7% 0.0% 0.0%
PGCIL 179 16.7 ADD 196 9.1% 4.3% 7.6% 7.0% 0.0% 0.0%
NHPC 26 35 ADD 29 9.0% 9.5% 3.6% 1.1% 0.0% 0.0%
CESC 748 1.3 BUY 1,011 19.4% 5.6% 29.1% 4.6% 0.0% 0.0%
TATA Power 126 54 BUY 156 22.2% 8.0% 60.4% 14.5% 0.0% 0.0%
JSW Energy 237 5.2 SELL 118 20.4% 3.1% 23.6% 5.8% 0.0% 0.0%
Torrent Power 453 29 ADD 511 8.0% 52% 31.3% 8.1% 0.0% 0.0%
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Strategy INSTITUTIONAL RESEARCH
overag A g
Pharma 13.4% 11.6% 18.0% 21.6% 2.2% 3.2%
Isﬁuzz;n“eumal 761 245 BUY 900 16.3% 11.3% 21.1% 18.9% 11.2% 15.6%
?arbi‘ijiﬁses 4,556 10.2 ADD 5,210 9.9% 11.1% 3.5% 30.4% 9.1% -4.3%
Torrent Pharma 3,036 6.9 ADD 3,155 8.7% 12.5% 3.6% 26.2% -0.1% 2.1%
Cipla Ltd/India 891 9.7 BUY 1,080 10.9% 8.4% 21.9% 15.6% 115% 4.8%
Aurobindo Pharma 681 5.4 BUY 985 1.3% 9.6% -4.6% 8.7% -6.8% 7.8%
Lupin 927 57 REDUCE 1,040 8.3% 122% 18.3% 52.4% 23.1% -14.7%
Cadila 535 74 REDUCE 585 5.4% 7.7% 2.2% 14.9% 1.7% 2.2%
Alkem Labs 3,804 6.1 BUY 3,960 19.4% 12.0% 6.3% 13.9% 12.7% 9.3%
Apollo Hospitals 4,751 9.2 ADD 4,410 42.4% 20.2% 931.0% 40.5% 8.3% 10.2%
Narayana Health 504 14 ADD 575 42.6% 15.5% NM 29.0% 20.8% 16.4%
Max Healthcare 330 43 BUY 350 43.5% 165%|  1421.3% 42.0% 12.5% 10.1%
Ajanta Pharma 2,240 26 ADD 2,520 12.5% 13.9% 6.5% 25.3% 0.3% 42%
Total 18.8% 12.8% 17.6% 21.8% 0.7% -0.1%

Note: Upside change in PAT estimates above 5% has been highlighted in green and downside change above 5% has been highlighted in red

CMP as on 20.08.2021
Source: Bloomberg & HSIE Research
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5 woro souties I3
Strategy Click. Invest. Grow. YEARS

INSTITUTIONAL RESEARCH

HSIE Model Portfolio

Autos 97.8 5.2% 1.9% -329 bps
Eicher Motors 2,602 REDUCE 2300 9.6 0.5% -51 bps
Mahindra & Mahindra 786 ADD 860 13.1 1.3% -132 bps
Hero MotoCorp 2,698 ADD 3150 72 0.6% -65 bps
Maruti Suzuki India 6,851 BUY 8190 27.8 1.2% 1.0% -27 bps
Tata Motors 283 BUY 360 135 0.8% -76 bps
Bajaj Auto 3,752 BUY 4570 14.6 0.7% -73 bps
Endurance 1,593 ADD 1740 3.0 1.0% 95 bps
Banks and NBFCs 470.1 34.5% 32.0% -245 bps
Axis Bank 740 BUY 824.413 30.5 3.0% 3.2% 18 bps
State Bank of India 407 BUY 500.901 48.8 1.9% 4.8% 288 bps
HDFC Bank 1,515 112.6 9.8% 9.8% 0 bps
Housing Development Finance Corp 2,722 66.1 6.7% 6.7% 0 bps
Kotak Mahindra Bank 1,704 REDUCE 1746.67 454 3.3% -327 bps
IndusInd Bank 979 REDUCE 733.684 10.2 0.8% -84 bps
Bajaj Finance 6,661 REDUCE 4590.4 54.0 2.5% -247 bps
ICICI Bank # 681 BUY 774.519 63.4 6.5% 7.6% 105 bps
Insurance 32.1 1.2% 3.3% 202 bps
Bajaj Finserv 14,979 32.0 1.2% -123 bps
SBI Life 1,125 BUY 1350 15.1 2.2% 220 bps
Max Financial 1,036 ADD 1180 4.8 1.1% 105 bps
Capital Markets = 0.0% 1.9% 190 bps
Motilal Oswal Financial Services 784 REDUCE 885 15 1.0% 95 bps
ICICI Securities 683 ADD 800 3.0 1.0% 95 bps
Consumer- Staples 155.5 6.9% 6.9% 6 bps
ITC 209 BUY 250.289 34.6 2.3% 4.0% 175 bps
Hindustan Unilever 2,619 REDUCE 2475.09 82.7 3.3% -329 bps
Nestle India 19,571 REDUCE 17107.7 254 1.1% -109 bps
Britannia Industries 3,896 REDUCE 3600 12.6 0.2% -24 bps
Dabur India 612 ADD 625 14.5 1.0% 95 bps
United Spirits 704 ADD 659.683 6.9 1.0% 95 bps
Radico Khaitan 884 ADD 899.674 1.6 1.0% 104 bps
Consumer Discretionary (ex-Autos) 69.7 4.0% 2.5% -148 bps
Titan Co 1,877 SELL 1500 224 1.0% -104 bps
Asian Paints 3,113 SELL 2460 40.1 2.9% -294 bps
Crompton Consumer 447 BUY 475 3.8 1.3% 125 bps
Aditya Birla Fashion 200 BUY 250 24 1.3% 125 bps
Industrials (Infra+ Cap Goods) 49.0 3.1% 5.9% 277 bps
Larsen & Toubro 1,594 BUY 1909 30.1 2.4% 4.0% 162 bps
gjj;ﬁ Ports & Special Economic 687 189 0.7% 75 bps
Cummins India 992 BUY 1147 3.7 1.0% 95 bps
KNR Constructions 287 BUY 332 1.1 1.0% 95 bps
Real Estate 19.6 2.0% 200 bps
Phoenix Mills 809 BUY 1188 19 1.0% 100 bps
Mahindra Life Spaces 750 BUY 1047 0.5 1.0% 100 bps
IT and Exchanges 381.4 18.3% 13.7% -460 bps
Wipro 620 ADD 665 457 1.4% -137 bps
Infosys 1,733 BUY 1780 99.3 9.0% 7.0% -195 bps
HCL Technologies 1,117 BUY 1230 40.8 1.8% -177 bps
Tata Consultancy Services 3,560 ADD 3775 177.0 4.9% -492 bps
Tech Mahindra 1,399 BUY 1530 18.2 1.2% 1.0% -29 bps
L&T Infotech 4,918 ADD 5020 11.6 1.0% 95 bps
Mphasis 2,848 BUY 3300 72 1.0% 95 bps
Page | 12
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Strategy e oo
HSIE Model Portfolio Price Rating TP M Cap Model port on 230821
US$ bn Wt Port Wt Rel wt
Persistent 3,182 ADD 3420 3.3 1.0% 95 bps
TeamLease 3,980 BUY 4240 0.9 1.0% 95 bps
Sonata 846 BUY 950 1.2 1.0% 95 bps
CDSL 1,209 BUY 1440 17 1.0% 95 bps
Energy (Oil & Gas) 242.9 11.2% 9.8% -142 bps
Reliance Industries 2,148 ADD 2280 189.2 9.5% 4.8% -474 bps
Bharat Petroleum Corp 455 ADD 500 13.3 0.6% -62 bps
Indian Oil Corp 104 ADD 114 13.1 0.3% -26 bps
Oil & Natural Gas Corp 110 BUY 143 18.6 0.4% 1.0% 55 bps
GAIL India 140 BUY 195 8.4 0.4% 1.2% 80 bps
Indraprastha Gas 522 BUY 691 4.9 1.0% 95 bps
Gujarat Gas 714 BUY 900 6.6 1.0% 95 bps
Gujarat State Petronet 374 BUY 400 2.8 1.0% 95 bps
Metals & Mining 843.3 3.9% 2.4% -148 bps
Hindalco Industries 404 12.2 0.8% -79 bps
Tata Steel 1,376 222 1.4% 1.2% -23 bps
JSW Steel 685 222 1.0% -98 bps
Vedanta 269 13.5 0.4% -45 bps
Coal India 136 11.2 0.3% 1.3% 97 bps
Cement 393.2 3.2% 3.0% -23 bps
UltraTech Cement 7,493 BUY 8155 29.1 1.3% 1.0% -31 bps
Grasim Industries 1,485 13.1 0.8% -79 bps
Shree Cement 26,291 REDUCE 27500 12.8 1.1% -113 bps
JK Cement 3,113 ADD 3210 32 1.0% 100 bps
Birla Corporation 1,313 BUY 1544.68 14 1.0% 100 bps
Chemicals 274.2 0.5% 1.9% 136 bps
UPL Ltd 728 7.5 0.5% -53 bps
Aarti Industries 930 BUY 1100 4.5 1.0% 95 bps
Galaxy Surfactants 2,987 BUY 3650 14 1.0% 95 bps
Media 2.2 0.2% 0.0% -21 bps
Zee Entertainment Enterprises 170 272 0.2% -21 bps
Pharma 445 2.5% 3.9% 132 bps
Sun Pharmaceutical Industries 761 BUY 900 245 1.1% -109 bps
Cipla Ltd/India 891 BUY 1080 9.7 0.7% 1.3% 65 bps
Dr Reddy's Laboratories 4,556 ADD 5210 10.2 0.8% -79 bps
Aurobindo Pharma 681 BUY 985 5.4 0.9% 85 bps
Ajanta Pharma 2,240 ADD 2520 2.6 0.9% 85 bps
Alkem Labs 3,804 BUY 3960 6.1 0.9% 85 bps
Telecom 5813 2.7% 3.2% 46 bps
Bharti Airtel 614 453 2.2% 3.20% 96 bps
Indus Towers 220 8.0 0.5% -50 bps
Utilities 317 1.4% 4.9% 348 bps
NTPC Ltd 114 BUY 143 14.9 0.7% 2.0% 130 bps
Power Grid Corp of India 179 ADD 196 16.7 0.7% 2.0% 123 bps
CESC 748 BUY 1,011 13 1.0% 95 bps
Cash 0.0% 1.0% 100 bps

Note: CMP as on 20.08.2021  Stocks highlighted pink represent those which are a part of nifty but not under HSIE coverage
Source: Bloomberg and HSIE Research

Model Portfolio Performance relative to Nifty

Nifty vs Model Portfolio Performance Model Portfolio Return Nifty Return Surplus /(Deficit)
Im 3.5% 5.2% -1.7%
3m 6.4% 8.4% -2.0%
6m 12.4% 8.8% 3.6%
lyr 58.1% 44.7% 13.5%
YTD (since 1.04.20) 114.7% 99.3% 15.4%
Inception 57.7% 46.9% 10.8%
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Sectorwise Growth (YoY)- Q1FY22

YoY Revenue Growth

YoY EBITDA Growth
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HSIE Results Daily

Maruti Suzuki

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
INSTITUTIONAL RESEARCH

A weak quarter, CNG variants to ramp up in Q2FY22 BUY
Maruti’s Q1FY22 PAT, at INR 4.4bn (-62% Qo0Q), was adversely impacted by CMP (as on 28 July 2021)  INR 7,165
the second wave of COVID. We believe that demand will improve from here ,
. . . 3 Target Price INR 8,190
on, as supplies for the high demand CNG variant resumes (this segment now
accounts for over 10% of volumes). The OEM has an order backlog of 170,000 NIFTY 15,709
units. Further, Maruti is addressing white spaces in its SUV portfolio (new
model launches are expected in this segment over the next 12 months). We EEITANGES OLD NEW
reiterate BUY with a target price of INR 8,190 (at 27x Jun-23E EPS). We lower .
our estimates by ~5% over FY23-24E, to factor in weak Q1FY22 results. Rating BUY BUY
= Q1FY22 financials: Volumes, at 353k units, declined 28% QoQ, impacted by Price Target Rs 8,680 Rs 8,190
the second wave of COVID. The average realisation grew 3% on the back of _— FY22E FY23E
price hikes taken. Revenue declined 26% QoQ to INR 177.7bn. EBITDA ’ 20% 6%
margin, disappointed, at 4.6% (-370bps QoQ), owing to commodity cost
. o .
pressu.res (RM ratio at 74.8.& was up 330/90bps YoY/QoQ) and negative KEY STOCK DATA
operating leverage. PAT declined 62% QoQ to INR 4.4bn.
Bloomberg code MSIL IN
"  Key takeaways: (1) near-term outlook is encouraging: The demand in Jul-
No. of Shares (mn) 302

21 has picked up along with enquiries (similar to Q4FY21) and bookings

(~80% of Q4FY21). The recovery this time around is across rural and urban MCap (Rs bn) / ($ mn)

2,164/29,101

markets. The company’s order book currently stands at 170k units (27 days). 6m avg traded value (Rsmn) 6,278
(2) Production in Q1FY22 was const.ramed for CNG variants: The supplies 52 Week high / low Rs 8,400/6,031
for the high demand variants were impacted by oxygen-related shortages,
which impacted the retail market share by ~500bps. As CNG supplies
. . . . . STOCK PERFORMANCE (%)
normalise, Maruti will benefit as customers are incrementally preferring the
lower cost option amidst rising diesel prices. (3) Commodity cost pressures: 3M eM  12M
The management highlighted that the input cost inflation affected margins Absolute (%) 90 -56 140
o o .
by 3.5%, whereas another 4% impact was due to negative leverage Relative (%) 36 -189 237

(production was impacted by the lockdown). Incremental price hikes will
partially offset the sharp commodity increases. (3) SUVs in focus: The
management is expected to launch new SUVs to address this growing white

SHAREHOLDING PATTERN (%)

space. Mar-21 Jun-21
Financial Summary Promoters 56.4 56.4
1 1 YoY 4
YE March Q 2 Yo Q Q0Q  ©yyy  Fv21| FY22E FY23E FY24E Fls & Local MFs 151 158
(INR bn) FY22 FY21 (%) FY21 (%)
FPIs 23.1 229
Net Sales 177.7 411 333  240.2 (26)  756.1 703.3| 865.7 1,022.9 1,201.6
EBITDA 82  (8.6) NA 199 (59) 730 535 706 1077 140.6 Public & Others 54 5.0
APAT 44 (250 NA 117 (62) 565 423 535 848 1120 Pledged Shares 0.0 0.0
Adj. EPS (Rs) 14.6 (8.3) NA 38.6 (62) 187.1 140.1 177.1  280.8 370.7
Source : BSE
APAT Gr (%) (247) (25.1)| 264 586 320
P/E (x) 38.3 51.2 40.5 25.5 19.3
RoE (%) 11.9 8.5 10.1 14.6 17.3
Source: Company, HSIE Research
Change in Estimates Ad.ltya Makha.na
b New ol Change (%) aditya.makharia@hdfcsec.com
n - - -
FY22E  FY23E FY24E | FY22E FY23E FY24E | FY22E FY23E FY24E +91-22-6171-7316
Net Sales 865.7 1,0229 1,201.6 858.0 1,013.8 1,191.0 1 1 1
EBITDA 70.6 1077 1406 829 1098 1405 (15) @) 0 .
EBITDA 10 Mansi Lall
margin (%) 8.2 10.5 11.7 9.7 10.8 11.8 | -150 bps -30 bps bps mansi.lall@hdfcsec.com
Adj PAT 53.5 84.8  112.0 66.7 90.5 116.6 (20) (6) 4) +91-22-6171-7357
AdjEPSRs) | 1771 2808 3707 | 2209 2997 3862 (20) (6) ()

Source: Company, HSIE Research
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HSIE Results Daily

Bajaj Auto

Laying the ground for future technologies

While Bajaj Auto’s Q1FY22 margin (down 260bps QoQ) was below our estimate
due to reduced operating leverage, we expect margins to improve from here on
as domestic volumes increase. Further, Bajaj will benefit from its presence in
the overseas markets, which account for ~50% of volumes. The company is
working on future technologies and forming a 100% subsidiary to address
electric mobility. Further, it has extensive tie-ups with international majors like
KTM & Triumph and inhouse R&D capabilities. We maintain BUY with a
target price of INR 4,575 (at 20x Jun-23E EPS) as we are confident on its product
development capabilities across technologies (ICE, CNG and EVs) and diverse
presence in the 2Ws and 3Ws space. However, we are reducing our estimates
for FY22-24E by ~7% to factor in the Q1FY22 results.

" Q1FY22 financials: Total volumes declined 14% QoQ, owing to state-wise
lockdowns. The average realisation, at ~INR 73k, grew 6% YoY (remained flat
QoQ) due to price hikes, richer model mix, and higher exports (64% vs 57/54%
YoY/QoQ). EBITDA margin, at 15.2%, disappointed, and was lower by 260bps
QoQ due to commodity cost pressures (RM ratio at 73% vs 67/72% YoY/QoQ).
It was partially offset by higher USD realisation and improved mix. Reported
PAT came in at INR 10.61bn (-20% QoQ).

® Key takeaways: (1) Margin outlook: Higher commodity costs impacted the
EBITDA margin by ~3% in Q1, 1.5% of which the company was able to recover
through cost pass-through to customers. Also, ~1% offset came from better
forex and improved mix. (2) Near-term demand: Export volumes are at ~200k
units/month and are expected to improve as more countries open. While
domestic retail demand will improve QoQ, the built-up system inventory will
result in wholesales trailing retail sales in Q2FY22. 3W sales were impacted in
Q1FY22, but the OEM witnessed good retail in Jun-21. (3) Alternative
technologies: The company has decided to form a 100% subsidiary for
manufacturing EVs/hybrids. It will launch products as the market expands
over the next 3-5 years. The transition from CNG-powered 3Ws (to electric) is
not easy as the government is increasing the CNG footprint (~9k CNG pumps
by 2025) and CNG is INR 1.25/km cheaper than diesel variants.

Financial Summary

YE March 1 1 YoY 4 o

(INR mn) FYZ% FYIg %) FYZ? Q (%Q) FY20  FY21| FY22E FY23E FY24E
Net Sales 73,860 30,792 140 85,961 (14) 299,187 277,411| 323,830 375,318 430,413
EBITDA 11,198 4,085 174 15,241 (27) 50,962 49,285 51,975 66,056 77474
APAT 10,612 5,280 101 13,321 (20) 51,000 45546, 50,202 63,601 73,747
AEPS (Rs) 36.7 18.2 101 46.0 (200 1762 1574 1735 2198 2549
APAT Gr (%) 15.0 (10.7) 10.2 26.7 16.0
P/E (x) 21.9 245 22.2 175 15.1
RoOE (%) 24.5 20.2 19.7 24.3 27.0

Source: Company, HSIE Research

Change in Estimates

New Oo1d Change (%)

INR mn

FY22E FY23E FY24E| FY22E FY23E FY24E| FY22E FY23E FY24E
Revenue 323,830 375,318  430,413| 318,743 369,571 427,381 2 2 1
EBITDA 51,975 66,056 77,474| 56,290 68,371 80,775 (8) (©)) 4)
EBITDA margin (%) 16.1 17.6 18.0 17.7 18.5 189| -161bps  -90bps -90 bps
PAT 50,202 63,601 73,747| 54,453 67,300 79,292 (8) ) (7)
EPS 1735  219.8 2549 188.2  232.6 274.0 (8) ) 7)

Source: Company, HSIE Research

03 worc o [

Click. Tnvest. Grow. YEARS
INSTITUTIONAL RESEARCH

BUY

CMP (as on 22 July 2021) INR 3,853
Target Price INR 4,575
NIFTY 15,824
Changes O NEW
Rating BUY BUY
Price Target INR 4,860 INR 4,575
FY22E FY23E
EPS %
8% 5%
KEY STOCK DATA
Bloomberg code BJAUT IN
No. of Shares (mn) 289

MCap (INR bn) / ($ mn) 1,115/14,981

6m avg traded value (INR mn) 2,909

52 Week high /low INR 4,361/2,822

STOCK PERFORMANCE (%)

3M 6M 12M

Absolute (%) 47 (58) 290

Relative (%) (6.1) (12.3) (10.3)

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21
Promoters 53.7 53.7
FIs & Local MFs 12.3 12.7
FPIs 12.0 11.8
Public & Others 22.0 21.8
Pledged Shares 0.0 0.0
Source : BSE
Aditya Makharia

aditya.makharia@hdfcsec.com

+91-22-6171-7316

Mansi Lall
mansi.lall@hdfcsec.com
+91-22-6171-7357
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HSIE Results Daily

Tata Motors

A weak quarter on expected lines; 2H recovery at JLR

Tata Motors reported a weak quarter Q1FY22 due to chip shortages. Expectedly,
the margin at JLR came in at 9% (-630bps QoQ). However, we expect the
production to ramp up in H2FY22 as demand remains encouraging (order
backlog at 110k units, ~3 months of sales). India margin though was below
estimate (EBITDA margin of 2.5%, -620bps QoQ) as CV volumes were subpar.
We reduce our EBITDA estimate by ~3% over FY22-24, EPS estimates by ~13%
over FY23/24 to factor in the above and set a revised SOTP-based target price of
INR 360, based on Jun-23E earnings. Maintain BUY.

Q1FY22 financials: (1) Standalone: Revenue declined 41% QoQ to INR 119bn,
led by a 53/23% drop in CV/PV volumes. EBITDA margin, at 2.5% (-620bps
QoQ), disappointed, due to weak profitability at the CV division (EBITDA of
0.1%). Passenger car EBITDA surprised at 4.1% (4.9% QoQ). Adj loss came in
at INR -12.5bn. (2) JLR: Revenue declined 24% QoQ due to a 31% fall in
volumes. The average realisation improved 10% QoQ to ~GBP 59k. The
EBITDA margin came in at 9% (-630bps QoQ, RM ratio expanded 125bps) due
to the impact of chip shortages. The division reported a loss of GBP 286mn.
JLR incurred a tax charge of GBP 176mn, despite a negative PBT of 110mn as
the OEM could not avail set-offs against its deferred tax assets; there was no
cash impact. (3) Consolidated: Revenue/EBITDA declined 25/50% QoQ. The
OEM reported a PBT loss of INR 25.7bn/PAT loss of INR 44bn due to the
higher tax charge.

Key highlights: (1) Supply at JLR to ease in H2FY22: As highlighted earlier by
JLR, the semiconductor shortage is likely to impact production in Q2FY22 as
well (~90k units in H1IFY22). The situation is expected to improve in H2 as
supplies increase. The demand is healthy as JLR has an existing order book of
110,000 units, which is ~3 months of sales. Cash flows (-GBP 996mn) were
impacted in Q1 due to working capital build-up; however, this will likely
reverse in 2H. (2) Market share: While the overall CV market share reduced to
40.5% vs 42.4% in FY21, the share in MHCVs has risen to 62.7% (vs 58.1%
Qo0Q). The PV market share has now reached 10% vs 8.2% in FY21, led by new
products. (3) Focus on electric: In the domestic market, Tata has a 77% market
share in the nascent EV market (EV penetration is at 3% of the portfolio). The
company plans to roll out 10 EV models by 2025. At JLR, BEVs+PHEVs are
8.5% - this will increase in H2 as production ramps up.

Financial Summary (Consolidated)
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YE March 10 19, vy 22 % £y20 FY21| FY22E FY23E FY24E
(INR bn) FY22 FY21 FY21 QoQ
Net Sales 664 320 108 886 (25) 2,611 2,498 2,699 3,245 3,687
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New Old Change (%)

(INR bn) FY FY FY FY FY FY FY FY FY

22E 23E 24E 22E 23E 24E 22E 23E 24E
Net Sales 2,699 3,245 3,687 | 2,699 3245 3,687 - - -
EBITDA 340 428 490 | 342 440 504 1) 3) 3)
EBITDA margin % 12.6 13.2 13.3 12.7 13.6 13.7 -6bps  -38bps  -36bps
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HSIE Results Daily

Mahindra & Mahindra

Awaiting product launches

M&M’s Q1FY21 margin declined to 13.9% (vs 14.7% QoQ) due to commodity
cost pressures as well as the impact of the second COVID wave. While the OEM
has gained market share in the high-margin tractor segment, it guides for
single-digit sales increase (~6%) in FY22 - implying muted growth from here
on. The launch of the XUV700 is around the corner and will drive sales growth
in the automotive segment in 2HFY22. We reiterate our ADD rating on the stock
and set a revised SOTP of INR 855 (target price lower by 5%, at 15x on core
business), to factor in the margin cost pressures.

®  Q1FY22 financials - M&M+MVML: The company reported Q1FY22 revenue
at INR 116.6bn (-12% QoQ), affected by the 8% drop in volumes and 5% drop
in realisations. EBITDA margin, at 13.9%, contracted 85bps QoQ due to the
RM cost pressure. Adj. PAT came in at INR 9.3bn, a decline of 7% QoQ.
Tractor segment: Revenue grew 7% QoQ due to a similar growth in volumes.
The segment reported an EBIT margin of 20.3% (-170bps QoQ) on higher
input costs, which was partially offset by cost management and price
increases. Automotive: Volumes were down 20% QoQ due to supply
constraints. The EBIT margin came in at 1.7% vs 5% QoQ.

® Key takeaways: (1) Auto - product launches: The launch of XUV700 is on
track for 2HFY22 and the reveal is expected in the next quarter. M&M’s
refreshed SUV portfolio including XUV300, Thar, Bolero Neo, etc. has a
healthy order book. (2) Tractor growth to moderate: The management has
guided for single-digit growth in FY22 due to a demanding base effect, as
sales had started accelerating from Q2 last year. The tractor market share has
risen to 41.8% (vs 38% QoQ) due to improving supplies. (3) Margin pressure:
Margins remain affected by semiconductor shortage, higher freight cost, and
commodity price inflation. Although the company has taken three price hikes
between Jan-21 and Jun-21, the entire cost inflation has not been passed on.
(4) Consolidated performance improves: M&M has reported a consolidated
profitin Q1FY22 as write offs due to SsangYong are over and the company is
focused on improving the performance of its subsidiaries.

Financial Summary (M&M + MVML)
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Absolute (%)
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3M  6M 12M
15 (124) 244
94) (19.4) (184)

SHAREHOLDING PATTERN (%)

?;ENII\:::II)‘ n?zg n}z? 1;(‘;; F;Z? Q(‘f,g FY20 FY21| FY22E FY23E FY24E
Net Sales 117,628 55,894 110 133,382 (12) 448,655 445,744 | 510,319 573,863 645,745
EBITDA 16,317 5732 185 19,605 (17) 63,506 69,766| 75017 85506 95,570
APAT 9,341 380 2,298 10,024 (7) 35509 40974| 46,876 53201 59,907
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Source: Company, HSIE Research
Change in Estimates
New Oo1d Change (%)

INR mn

FY22E FY23E  FY24E| FY22E FY23E  FY24E| FY22E FY23E FY24E
Revenue 510,319 573,863 645,745 (507,993 575237 647,251 0 0) 0)
EBITDA 75017 85506  95570| 76,199 87,436 98,382 2) ) 3)
EBITDA margin (%)| 147 149 148 150 152 152| -30bps -30bps -40 bps
APAT 46,876 53201  59,907| 47,596 57,640 64,109 2) ®) @)
EPS 392 445 50.1| 399 483 53.7 2) ®) @)
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HSIE Results Daily
Eicher Motors

Timing of CEO’s exit surprises

Eicher Motors’ Q1FY22 EBITDA margin declined 450bps QoQ due to
production constraints. The timing of the decision of Mr Dasari, who is an
industry veteran, to move on from Royal Enfield (RE) has surprised as the OEM
is in the midst of rolling out its new models, including the upgraded ‘Classic’
bike, and is contending with supply chain issues (due to semi-conductors). We
maintain REDUCE with a revised SOTP based target price of INR 2,300 (at 23x
Jun-23E EPS on core business). We reduced our estimates by ~8% over FY22-24E
to factor in the weak Q1 results and lower production estimates.

Q1FY22 financials: Standalone: Volumes for RE, at ~123k units, declined 40%
QoQ. However, average realisation, at INR 154k, improved 8%, owing to
price hikes and higher exports (~19k units vs ~14k units QoQ). Revenue at
INR 19bn declined 35% QoQ. EBITDA margin, at 17.5%, contracted 450bps,
owing to negative operating leverage. PAT declined 43% QoQ to INR 2.6bn.
Consolidated: Revenue declined 33% QoQ. EBITDA/PAT declined 43/55%
QoQ. EBITDA margin, at 18.4%, contracted 320bps QoQ. VECV:
Volumes/revenue declined 68/55% QoQ. EBITDA margin came in at 1.1%.
The segment reported a loss of INR 720mn vs a profit of INR 1.27bn QoQ.

Key takeaways: (1) Mr B Govindarajan is appointed as the new CEO to take
over from Mr Dasari. While he is an insider at RE, he will have to contend
with the near-term challenges of production constraints/potential launch
delays. (2) Delay in product launches: The semiconductor shortage is
impacting production and the situation will improve only gradually. As
volumes will improve in H2FY22, we believe the roll-out of new products
could be delayed (vsits earlier plan of a launch every quarter). (3) Commodity
price inflation: Against cost pressures from the sharp rise in commodity
prices, the company has taken several price hikes. The management
highlighted that the cost inflation has been passed on to the customers. (4)
Exports gaining traction: The company’s export volumes have steadily
improved (~7k units in May-21 and Jun-21 vs 4-5k earlier).

Financial Summary (Consolidated)

E;ENII\{/[:;::)I F;Z% F;Z? 1(/[‘;}; F;ﬁ Qg/ﬁ FY20 FY21| FY22E FY23E FY24E
Net Sales 19743 8182 141 29403  (33) 91,536 87,204| 107,716 132,350 154,797
EBITDA 3,630 38 9477 6344  (43) 21,804 17,813| 23779 31,140 36945
APAT 2371 (552) NA 5261  (55) 18275 13469| 20432 27,570 32476
AEPS (Rs) 87 (200 NA 193 (55 669 493 748 1009 1188
APAT Gr (%) 177) (63)| 517 349 178
P/E (x) 391 531 350 259 220
ROE (%) 193 126 168 197  20.1
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HSIE Results Daily

Hero Motocorp

Awaiting recovery in H2FY22

Hero’s Q1FY22 PAT, at INR 3.65bn (-58% Qo0Q), was below the estimate as the
margin declined to 9.4% (-450bp Qo0Q). The demand environment is tepid, with
sales at 80% of the pre-COVID level. The management is hopeful of a recovery
in H2. Hero’s initiatives around premiumisation and EVs are likely to benefit
in the medium term. We maintain our ADD rating with a revised target price of
INR 3,150 at 17.5x Jun-23E EPS (we are lowering estimates by ~5% to factor in
the weak Q1 results).

Q1FY22 financials: Volumes, at 1.02mn units, declined 35% QoQ, owing to
state-wise lockdowns. ASP also declined by 3% to ~INR 53.5k due to lower
spares revenue. This led to a revenue decline of 37% QoQ to INR 54.87bn.
EBITDA margin, at 9.4% (-450bps QoQ), was below the estimate due to
negative operating leverage (150bps savings from the leap program partially
offset cost pressures). Reported PAT declined 58% QoQ to INR 3.65bn.

Key takeaways: (1) Recovery expected in H2FY22: The management
highlighted that retail is at 80% of the pre-COVID level. It expects demand to
recover in H2, led by festive season and normal monsoons. (2) Commodity
inflation: Hero’s RM to sales ratio expanded by 210bps to 72.5%. Against the
rising commodity prices, it took a price hikes of INR 600/vehicle in Apr-21
and INR 1,200/vehicle in Jul-21. However, the commodity costs are up by INR
2,000/vehicle. ~150bps benefit came from the leap savings program, which
partially offset cost pressures. Lower spares revenue also impacted
profitability. (3) Premiumisation initiatives: Hero’s initiatives in the
premium segment will benefit in the medium term, led by (i) continuous
launches in 150cc+ segment; (ii) tie-up with Harley, which will allow it an
entry in the “heritage’ biking segment; and (iii) revamping its distribution
network for high-end products. (4) EV: Alongside its investment in Ather
Energy, Hero will launch its in-house e-2W by Mar-22. It also has a strategic
partnership with Gogoro to build a battery swapping network and
manufacture EVs.

Financial Summary (Standalone)

E;ENII:’I:;:II)‘ 1:;2% F;ﬁ 1(/[‘;}; F;Z? Qg/ﬁ FY20 FY21| FY22E FY23E FY24E
Net Sales 54,871 29715 85 86860  (37) 288,361 308,006| 329,131 359,578 392,426
EBITDA 5148 1,081 376 12112  (57) 39,580 40,192| 43,133 47,481 52,602
APAT 3654 613 496 8650  (58) 30952 29,642| 32,347 35127 38786
Adj. EPS (Rs) 183 31 496 433  (58) 1550 1484| 1619 1758 1941
APAT Gr (%) 86) (42 9.1 86 104
P/E (x) 179 187| 172 158 143
ROE (%) 29 202|206 209 214

Source: Company, HSIE Research

Change in estimates

New Oo1d Change (%)

INR mn

FY22E FY23E FY24E| FY22E FY23E FY24E| FY22E FY23E FY24E
Revenue 329,131 359,578  392,426|339,124 371,248 406,636 3) 3) 3)
EBITDA 43,133 47,481 52,602 | 45,460 50,136 54,913 (5) ®) (4)
EBITDA Margin (%) 13.1 13.2 13.4 13.4 13.5 13.5| -30bps -30bps -10bps
PAT 32,347 35127  38,786| 34,189 37,024 40,489 (5) ®) (4)
EPS (INR) 161.9 1758 1941 1712 1853 202.7 (5) ®) (4)
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HSIE Results Daily
Bharat Forge

Class-8 order backlog of 10 months; preferred CV pick

Bharat Forge’s (BFL) Q1FY22 result was a significant beat with APAT coming

in at INR 2.28bn (vs 2.06bn QoQ). The growth was driven by exports, which

have risen 25% Qo0Q. Class-8 trucks have an order backlog of 10 months, while

oil & gas revenue ramped up to INR 1.5bn vs INR 0.45bn QoQ. We are raising

our estimates for FY22/23E by 13/5% to factor in the positive results and reiterate

Bharat Forge as our preferred pick in CVs due to its global exposure. We

maintain BUY with a revised target price of INR 1,000 at 35x Jun-23E EPS.

= QI1FY22 financials: The company reported healthy Q1 performance, with
revenue growth of 5% QoQ), despite a domestically weak quarter. This was
led by improved realisations at INR 256k (+9% QoQ) on account of higher
exports (67% of sales vs 61/56% YoY/QoQ). Shipment tonnage, at 53.5k units,
was -4% QoQ, +200% YoY. The EBITDA margin, at 28.5%, surprised
positively, expanding by 100bps QoQ on improved operating leverage/richer
product mix. APAT came in at INR 2.28bn, +11% QoQ (VRS expense of INR
616mn).

= Key highlights: (1) Strong outlook on US Class-8 trucks: The management
expects Class-8 truck volumes to recover and reach 280-300k units in FY22E
on the back of an order backlog of ~10 months of production as demand

remains firm. (2) Oil & gas segment ramps up: The strong performance in Q1
was led by a rich product mix and managed costs. The oil & gas segment
reported a revenue of INR 1.5bn in Q1FY22 vs INR 0.45bn QoQ. Thus, exports
revenue, at INR 9.15bn, has shown improvement (+25% QoQ). (3) Acquisition
of Sanghvi Forgings: Bharat Forge completed the acquisition at a cost of INR
770mn. Sanghvi has a similar capacity in open die forging as the parent. It will
debottleneck Sanghvi’s facilities at a cost of INR200-250mn. The facilities will
provide it with improved technical capabilities. (4) Electric vehicle
initiatives: The 2W EV associate Tork Motors has received FAME-II
approvals. The company has also won orders for developing components for
electric CVs in the light truck segment. These should start from FY23-24.
Financial Summary (Standalone)

YE Mar 1Q 10 YoY 4Q 4]

(INR mn) FY22  FY21 %)  FY21 Q ( %Q) FY20 FY21| FY22E FY23E FY24E
Net Sales 13,718 4,270 221 13,073 5 45,639 36,515| 50,975 65,274 76,919
EBITDA 3,914 (28) NA 3,591 9 10,155 7,276| 14,171 18,407 21,537
APAT 2,283  (563) NA 2,063 11 5485 3,190, 8,697 12,415 15,455
Adj. EPS (Rs) 49 (1.2) NA 44 11 11.8 6.9 18.7 26.7 33.2
AEPS Gr (%) (48.8) (41.8)| 1726 42.8 24.5
P/E (x) 70.2 1208 44.3 31.0 24.9
RoE (%) 10.2 5.6 13.8 17.4 18.4

Source: Company, HSIE Research

Change in estimates

New o1d Change (%)

INR mn

FY22E FY23E FY24E | FY22E FY23E FY24E FY22E FY23E FY24E
Revenue 50,975 65274 76,919 | 48,028 61,562 72,167 6 6 7
EBITDA 14,171 18,407 21,537 | 12,872 17,607 20,423 10 5 5)
EBITDA Margin (%) 27.8 28.2 28.0 26.8 28.6 28.3 | 100 bps -40 bps l;zg
PAT 8,697 12415 15,455 7,696 11,787 14,580 13 5 6
EPS 18.7 26.7 33.2 16.5 25.3 31.3 13 5 6

Source: Company, HSIE Research
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Ashok Leyland
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REDUCE

Uneven recovery

Ashok Leyland reported a Q1 loss of INR 2.80bn due to the adverse impact of
the COVID second wave. The management expects a recovery in H2FY22,
which will be driven by tippers and ICVs (which account for 28/25% of industry
sales). In the medium term, the implementation of the voluntary scrappage
scheme will aid demand. However, the current recovery in the CV cycle will
coincide with the commissioning of the Dedicated Freight Corridor (Rewari to
Mundra route to be operational this quarter). We maintain REDUCE with a
target price of INR 115 (we value at 11x EV/EBITDA Jun-23E).

Q1FY22 financials: Volumes, at 17.9k declined, 59% QoQ), owing to state-wise
lockdowns. MHCV/LCV volumes declined 66/50% QoQ. The average
realisation, at INR 1.6mn, improved 3% QoQ on the back of price hikes taken.
Revenue came in at INR 29.5bn (-58% QoQ). Though the gross margin
improved 280bps sequentially to 74.1%, employee/other expense ratio were
higher. The company reported an EBITDA loss of INR 1.4bn. Adjloss came in
at INR 2.8bn (vs loss of INR 3.8bn YoY, profit of 2bn QoQ).

Key highlights: (1) Demand scenario: The bus segment (~20% of industry
volumes) has been impacted sharply by the delayed opening of
schools/colleges. The demand in MHCV:s is expected to recover across tippers
(28% of industry volumes) and ICVs (25% of industry volumes), led by
infrastructure and ecommerce activities. Over the quarter, Leyland has lost
market share due to weak demand in the southern market (domestic MHCV
market share at 27% vs 29% in FY21). (2) Diversification: In Q1, MHCVs
contributed 50% to the mix (60% QoQ), albeit as it was a COVID impacted
quarter. However, management is focusing on diversifying its revenues
beyond heavy trucks by growing its LCVs, exports as well as defense
businesses. (3) EVs — Switch mobility: Ashok Leyland has formed a separate
company for electric buses. Switch will seek independent funding to grow its
EV business. (4) Input pressures: Management expects commodity prices to
stabilise at current levels. To offset the sharp increases, it has taken two price
hikes (in Q3FY21 and Q1FY22) of 2% each.

Financial Summary
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YE March 1 1 YoY 4 o

(INR mn) FY 2% FY 2? ) FY 2? Q (%Q) FY20 FY21| FY22E FY23E FY24E
Net Sales 29,510 6,509 353 70,005 (58) 174,675 153,015 206,368 258,933 307,765
EBITDA (1,401) (3,332) NA 5342  (126) 11,737 5352 17,748 28224 34,470
APAT (2,806) (3,871) NA 2,038 (238) 3,953 (3,016)| 8,343 16,603 21,787
Adj EPS (Rs) (1.0) (1.3) NA 0.7  (238) 1.3 (1.0) 2.8 5.7 7.4
APAT Gr (%) (80.6) NA NA 99.0 31.2
P/E (x) 96.8 NA 459 23.0 17.6
EV/EBITDA (x) 34.1 75.3 22.1 134 10.5
RoE (%) 5.1 (4.3) 11.9 214 245

Source: Company, HSIE Research
Change in Estimates

New Oo1d Change (%)

INR mn

FY22E FY23E  FY24E| FY22E FY23E FY24E| FY22E FY23E FY24E
Revenue 206,368 258,933 307,765 206,368 258,933 304,322 - - 1
EBITDA 17,748 28,224  34470| 18,160 28,224 34,084 2) - 1
EBITDA Margin (%) 8.6 10.9 11.2 8.8 10.9 11.2| -20bps  Obps  Obps
PAT 8,343 16,603  21,787| 8936 16,312 21,127 (7) 2 3
EPS 2.8 5.7 74 3.0 5.6 7.2 (7) 2 3

Source: Company, HSIE Research

Mar-21 Jun-21
Promoters 51.5 51.5
FIs & Local MFs 16.8 18.2
FPIs 18.1 17.0
Public & Others 13.6 13.2
Pledged Shares 9.0 7.4
Source : BSE
Aditya Makharia

aditya.makharia@hdfcsec.com

+91-22-6171-7316
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Endurance Technologies

Elevated valuation limits upside

Endurance continues to outpace the 2W industry, with its Q1FY22 standalone
sales being ahead of the industry. However, the stock is trading at a rich
valuation (39/31x on FY22/23E) and the valuation gap between mass-market 2W
OEMs and Endurance has widened to 2x (vs an average premium of 1.6x). The
management is pursuing inorganic growth opportunities to enhance its skills
across the ICE/EV segments. We recently downgraded the stock to an ADD due
to its steep valuations. We set a target price of INR 1,750 at 30x Jun-23E EPS
(raising estimates by ~5% over FY23-24E).

Q1FY22 financials: Standalone: Revenue, at INR 11.5bn, declined 28% QoQ,
owing to a 35% degrowth in 2W volumes on account of state-wise lockdowns.
EBITDA margin, at 13.4%, contracted 150bps QoQ. APAT was INR 882mn (-
37% QoQ), adjusting for VRS expenses. Consolidated: revenue, at INR 16.9bn,
declined 21% QoQ while EBITDA margin, at 14.4%, contracted 115bps QoQ.
APAT, at INR 1.28bn, declined 32% QoQ. Europe operations: Revenue came
in at INR 5.4bn (+1% QoQ) while margin contracted 115bps QoQ to 16.7%. It
contributed 32% to consolidated revenue.

Key highlights: (1) New capacities: (a) Endurance’s expanded capacities will
be commissioned in the current quarter - disc brake assembly will increase
from 285k/month to 570k/month and discs capacity would go up from
375k/month to 675k/month. Operations that have commenced at the Vallum
plant are supplying to Hyundai/Kia and Enfield. (b) The company will also
start supplies for 2W ABS assemblies by Sep-21. It is likely to gain market
share in this segment as Bosch controls 85% of this market. (2) Strong RFQs:
The RFQs stood at ~INR 16.5bn vs INR 15bn in FY21. (3) Electric: Endurance
is supplying brake assemblies, suspensions and aluminium casting for 2W
and 3W EVs. Its transmission clutch business (5% of consolidated business) is
at risk because of the transition to EVs. (4) Aftermarket segment: It
contributed 5.4% to sales. The company targets taking this to 10% of sales by
entering new export markets.

Financial Summary (Consolidated)

E;ENII\::;::)‘ F;Z% F;Z? 1(/[‘;}; ng Q(‘f,g FY20 FY21| FY22E FY23E FY24E
Net Sales 16937 6,031 181 21,329  (21) 69,177 65470| 77,889 88,980 100,957
EBITDA 2,443 427 472 3322  (26) 11,308 10402| 11,827 14310 16387
APAT 1,280  (249) NA 1874  (32) 5655 5309 6257 783 9,142
Adj. EPS (Rs) 91  (1.8) NA 133  (32) 402 377 445 557 650
APAT Gr (%) 96 (61)| 179 252 167
P/E (x) 426  454| 385 307 264
ROE (%) 203 162|164 178 178
Source: Company, HSIE Research
Change in estimates
INR mn New (0) [ Change (%)

FY22E FY23E  FY24E| FY22E FY23E  FY24E| FY22E FY23E FY24E
Revenue 77,889 88980  100,957| 76,041 86903 98,661 2 2 2
EBITDA 11,827 14310  16,387| 12,186 14,108 16,020 ®3) 1 2
EBITDA Margin (%)| 152 16.1 162 160 162 162| -84bps -15bps  -1bps
PAT 6,257 7,836 9,142| 6432 7,506 8,650 ®3) 4 6
EPS 445 557 650 457 534 61.5 3) 4 6

Source: Company, HSIE Research

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
INSTITUTIONAL RESEARCH

ADD

CMP (as on 12 Aug 2021) INR 1,716
Target Price INR 1,750
NIFTY 16,364
EEIT\NGES OLD NEW
Rating ADD ADD
Price Target INR 1,660 INR 1,750
FY22E FY23E
EPS %
-3% 4%
KEY STOCK DATA
Bloomberg code ENDU IN
No. of Shares (mn) 141
MCap (INR bn) / ($ mn) 241/3,244

6m avg traded value INRmn) 205

52 Week high / low

INR 1,830/926

STOCK PERFORMANCE (%)

3M
Absolute (%) 31.2
Relative (%) 18.6

6M 12M
16.1 74.2
9.7 313

SHAREHOLDING PATTERN (%)

Mar-21  Jun-21
Promoters 75.0 75.0
FIs & Local MFs 13.5 15.2
FPIs 9.9 8.3
Public & Others 1.6 1.5
Pledged Shares 0.0 0.0
Source : BSE
Aditya Makharia

aditya.makharia@hdfcsec.com

+91-22-6171-7316

Page | 24



03 worc o [

. lick. Invest. Grow. YEARS
HSIE Results Dally INS:ITUTIIONZLGRESEARCH
Escorts
Guarded outlook ADD
Escorts Q1FY22 PAT, at INR 1.85bn (-32% Qo0Q), was impacted by lower-than- CMP (as on 5 Aug 2021)  INR 1,224
. o/ (. . ) )
expected margin of 14 {o ( 1.60F>ps Qog). Des[.nfe better-than expf:cted 91FY22 Target Price INR 1,345
sales, the management is guiding for single-digit growth of 5-6%, implying that
residual sales growth will be flat from here on. Currently, the industry NIFTY 16,295
inventory levels are elevated at 45-50 days. Our estimates over FY22-24E are
largely unchanged. We maintain ADD with a target price of INR 1,345, at 14x KEY OLD NEW
CHANGES
Jun-23E EPS.
Rating ADD ADD

=  Q1FY22 financials: Tractor volumes, at 25.9k units, declined 20% QoQ (+43%
YoY). The average realisation at INR 644k was lower by 5%, resulting in a
revenue of INR 16.7bn (-24% QoQ). EBITDA margin of 14% contracted by DS % FY22E FY23E
160bps QoQ, impacted by higher raw material costs and impact of the second 19 1%
COVID wave. PAT came in INR 1.85bn (-32% QoQ). Agri/ECM/RED

segment’s EBIT margin came in at 15.6/-2.3/14.6% (vs 17.0/7.3/19.1% QoQ).

Price Target INR 1,325 INR 1,345

KEY STOCK DATA
. R . . . .
Key highlights: (1) De.mand ‘01.1t100k. Despite he.althy sale§ in QlF'Y22, the Bloomberg code ESC IN
management expects single-digit growth of 5-6% in FY22, given a high base
of FY21. (2) Inventory levels: For the industry, average dealer stock is on the No. of Shares (mn) 135
higher side at ~45-50 days. However, for Escorts, this is around ~30 days. The MCap (INR bn) / ($ mn) 165/2,219
management will build inventories ahead of the festive season. (3) Market 6m avg traded value (INR mn) 1,657

share target: Escorts” domestic market share in 1QFY22 was 10.7% vs 11.3%

QoQ. The management aims to achieve a 14-15% share in the next three years 52 Week high /low INR 1,465/1,075

with expansion into western and southern India, where tractor penetration is

low. (4) Commodity cost pressure to continue: Cumulatively, the commodity STOCK PERFORMANCE (%)
cost increase has been ~10-12%, against which the company has taken 3M  6M 12M
multiple price hikes (Nov-20, Apr-21 and Jun-21). A further ~2% impact is Absolute (%) 93 (124) 70
expected on the margin, which shall be passed on in the upcoming months.
(5) Construction equipment business: This segment is expected to grow in Relative (%) @7) (198 (©7.7)
mid-teens as the government is focusing aggressively on road-building
initiatives. SHAREHOLDING PATTERN (%)
Financial Summary (Standalone) Mar-21  Jun-21
:;ENII;/[?;H) F;g F;ﬁ 1;(% ng Q(f'%Q) FY20 FY21| FY22E FY23E FY24E Promoters 36.6 36.6
Net Sales 16715 10,616 57 22105  (24) 57,610 69293| 75657 82,331 88,789 FIs & Local MFs 5.6 5.6
EBITDA 14,383 9,420 53 18658  (23) 6758 11292| 11,122 12152 13318 FPIs 26.0 213
APAT 1852 922 101 2713 (32) 4925 8741| 8,622 9488 10,308 Public & Others 1.9 365
Adj. EPS (Rs) 183 91 101 269  (32) 554  864| 854 939 1021
AEPS Gr (%) 34 560 (12) 10.0 8.6 Pledged Shares 00 00
P/E (x) 221 142 143 130 120 Source : BSE
RoE (%) 151 197 149 142 135
Source: Company, HSIE Research
Change in estimates
INR mn New ol Change (%) Aditya Makharia
FY22E FY23E  FY24E| FY22E FY23E  FY24E| FY22E  FY23E  FY24E aditya.makharia@hdfcsec.com
Revenue 75657 82331  88789| 73546 80359 86,702 3 2 2 491-22-6171-7316
EBITDA 11,122 12,152 13,318 10958 12,022 12,832 1 1 4
FPITDA 147 14.8 15.0 149 15.0 148| 20bps -20bps 20 bps
margin (%) Mansi Lall
PAT 8622 9488 10308) 8500 9,390 10,039 1 1 3 mansi lall@hdfesec.com
EPS 854 939 1021 84.2 93.0 99.4 1 1 3

+91-22-6171-7357

Source: Company, HSIE Research
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Sundram Fasteners

Exports drive the show

Sundram Fasteners’ (SF) Q1FY22 standalone EBITDA margin, at 19.5% (flat
Qo0Q), surprised positively, as the company benefitted from higher exports, led
by the opening up of the western geographies. We reiterate that SF’s growth in
FY22-23E will be driven by exports as the new plant ramps up (which can
potentially add 6-8% to the topline). We reiterate our ADD rating and are
raising estimates by ~6% over FY22-24E to factor in the improved earnings
outlook. Our target price is revised to INR 860 as we value the stock at 28x Jun-
23E EPS. We recommend accumulating the stock on declines.

Q1FY22 financials: (1) Standalone: Revenue at INR 9.38bn (-13% QoQ) came
in ahead of our estimates. While domestic sales (INR 5.59bn) declined 21%
QoQ, exports (INR 3.56bn) grew by 6% QoQ. EBITDA margin, at 19.5% (flat
QoQ), surprised positively due to an improved product mix as gross margin
expanded 150bps QoQ. PAT, at INR 1.12bn, declined 13% QoQ. (2)
Consolidated: Revenue from subsidiaries declined 10% QoQ - thus,
consolidated revenue came in at INR 11.12bn (-13% QoQ). EBITDA margin,
at 18%, though lower 60bps QoQ, was in line with our estimates. The
company’s superior product mix/improved cost efficiencies have enabled the
margin to sustain in the high teens. Adj. PAT, at INR 1.19bn (-15% QoQ), was
ahead of our estimates.

Key highlights: (1) International business growth: Standalone exports
contributed 38% to the revenue vs 31% QoQ. We expect overseas demand to
continue to improve as the company’s new plant is commissioned, which will
enable it to increase its focus on the western markets. (2) Margin: The
company’s stringent cost efficiency measures and richer product mix offset
the impact of rising input costs in the quarter. We are building in margins in
high teens for the period FY22-24E. (3) Diversification: Sundram Fasteners is
developing products for alternate power trains, including EVs; these
initiatives will benefit it in the medium term.

Financial Summary (Consolidated)

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
INSTITUTIONAL RESEARCH

ADD

CMP (as on 13 Aug 2021) INR 778
Target Price INR 860
NIFTY 16,529
EEIT\NGES OLD NEW
Rating ADD ADD
Price Target INR 810 INR 860

FY22E FY23E
EPS %

6% 6%

KEY STOCK DATA
Bloomberg code SF IN
No. of Shares (mn) 210
MCap (INR bn) / ($ mn) 163/2,196
6m avg traded value INRmn) 114
52 Week high / low INR 868/392
STOCK PERFORMANCE (%)

3M 6M 12M
Absolute (%) 114 250 728
Relative (%) (25) 174 281

E;ENII\:?;H) Fylg F\?Z? 1(/% Ffﬁ Q(‘f,g FY20 FY21| FY22E FY23E FY24E
Net Sales 11,124 3,732 198 12,731 (13) 37,232 36,443 | 43,561 51,462 60,634
EBITDA 2,005 151 1,224 2,368 (15) 5929 6,641 7972 9,696 11,460
APAT 1,196  (267) NA 1,408 (15) 3,249 3582 4731 6,132 7,492
Adj. EPS (Rs) 5.7 (1.3) NA 6.7 (15) 15,3 17.0 22.5 29.2 35.7
Adj. EPS Gr (%) (29.0) 10.3 32.1 29.6 222
P/E (x) 50.4 45.7 34.6 26.7 21.9
RoE (%) 16.8 16.5 18.8 20.9 21.6
Source: Company, HSIE Research
Change in estimates
INR mn New Oold Change (%)

FY22E FY23E FY24E| FY22E FY23E FY24E| FY22E  FY23E  FY24E
Revenue 43,561 51,462 60,634| 41,532 48,982 57,635 5 5 5
EBITDA 7,972 9,696 11,460 7,600 9,228 10,893 5, 5 5
f/g;rg[i)nA(%) 18.3 18.8 18.9 18.3 18.8 18.9 0 bps 0 bps 0 bps
PAT 4,731 6,132 7,492 4,446 5,770 7,053 6 6 6
EPS 22.5 29.2 35.7 21.2 27.5 33.6 6

Source: Company, HSIE Research

SHAREHOLDING PATTERN (%)

Mar-21  Jun-21
Promoters 49.5 49.5
FIs & Local MFs 17.6 17.4
FPIs 10.9 11.1
Public & Others 22.0 22.0
Pledged Shares 0.0 0.0
Source : BSE
Aditya Makharia

aditya.makharia@hdfcsec.com

+91-22-6171-7316
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Subros
Medium-term drivers in place BUY
Similar to the trend witnessed across auto companies, Subros” Q1FY22 margin, CMP (as on 5 Aug 2021) INR 324
at 5.6% (vs. 9.7% QoQ), was lower due to negative operating leverage and Target Price INR 410
impact of the partial COVID lockdown. The company is focusing on increasing
localisation levels (import levels to reduce by 5% of sales in the medium term). NIFTY 16,295
Further, Subros will benefit from the commencement of the Maruti-Toyota
joint production models from FY23E onwards. We maintain BUY with a target IC(IE{\;NGES OLD NEW
price of INR 410, at 22x Jun-23E EPS.

Rating BUY BUY

®" Q1FY22 financials: Revenue declined 27% QoQ to INR 4.8bn as vehicle
production was impacted by COVID-led state-wise lockdowns. The non-car
segment contributed 11% to the mix. EBITDA margin, at 5.6% (-410 bps QoQ), EPS % FY22E FY23E
was impacted by the negative operating leverage. Other income came in at -13% 0%
INR 48mn vs 21mn QoQ. Reported PAT, at INR 31mn (vs 256mn QoQ), was

below our estimates.

Price Target INR 410 INR 410

KEY STOCK DATA
= Key takeaways: (1) Revenue cont.rlbutlon to increase fror.n non-car Bloomberg code SUBR IN
segments: The non-car segment contributed 11% to the revenue in Q1FY22,
of which 6% is from home ACs. Home AC revenue was INR 880mn in FY21 No. of Shares (mn) 65
with the management targeting for INR 1-1.3bn in FY22. However, MCap (INR bn) / ($ mn) 21/284
commodity cost pressures will impact profitability in the near term. The ECM 6m avg traded value INR mn) 29

segment accounted for 14% of revenues. (2) Maruti-Toyota tie-up: The SOP

. . . . . 52 Week high /1 INR 365/178
for the joint production models will commence in FY23E. Subros’ has secured ek high /low /

business for two major components for the upcoming Maruti-Toyota
platform. (3) Cost pressures: The company highlighted that although the
situation on the ground is improving, the industry is facing continuous 3M 6M 12M

STOCK PERFORMANCE (%)

challenges with semiconductor shortages. To deal with cost inflation, Subros’ Absolute (%) 72 (34) 786
has a pass-through clause with customers with a one-quarter lag. (4) Import
substitution: Currently, imports account for 20% of Subros’ revenue;
however, the management is targeting to reduce the foreign content by 5% in

Relative (%) @7) (10.8) 339

the next three years. This will lead to an improvement in margins, given SHAREHOLDING PATTERN (%)

Subros’ efforts towards localisation and backward integration. Mar-21  Jun-21
Financial Summary Promoters 36.8 36.8
:;ENII\:f;;l)‘ F;ﬁ F;ﬁ 1(/;3)( Ffﬁ Q("D/S FY20 FY21| FY22E FY23E FY24E Fls & Local MFs 106 109
Net Sales 4805 738 551 6599  (27) 19928 17,957| 21,194 24932 28,228 EPIs 11 06
EBITDA 268 (2999 NA 639  (58) 1,890 1,538 1950 2,593 3,105 Public & Others 515 517
APAT 31 (240) NA 256 (88) 563  467| 716 1,136 1,488
Adj. EPS (Rs) 05 (37) NA 39 (88) 8.6 72| 110 174 228 Pledged Shares
APAT Gr (%) 282) (71| 534 585 311 Source : BSE
P/E (x) 375 452 295 186 142
ROE (%) 7.9 6.0 87 126 146

Source: Company, HSIE Research

Change in estimates Aditya Makharia

INR mn New ol Change (%) aditya.makharia@hdfcsec.com
FY22E FY23E FY24E| FY22E FY23E FY24E| FY22E FY23E  FY24E +91-22-6171-7316

Revenue 21,194 24932 28228| 20599 24236 27432 3 3 3

EBITDA 1,950 2593 3105 2101 2569 3,100 @) 1 0

rEniergi\A(% | 9.2 104 11.0 102 106 113| -100bps  -20bps  -30 bps Mansi Lall

PAT 716 1,136 1488 825 1,134 1485 (13) 0 0 mansi.lall@hdfcsec.com

EPS 11.0 17.4 22.8 12.7 17.4 22.8 (13) 0 0 +91-22-6171-7357

Source: Company, HSIE Research
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InterGlobe Aviation

Weak quarter, awaiting timelines for fundraise REDUCE

IndiGo reported a higher-than-expected Q1FY22 loss of INR 31.7bn. Weak | cnip (4son 27 July 2021) Rs 1.705
demand due to COVID and elevated fuel prices led to the above. The aviation

industry is facing multiple headwinds, including (1) weak demand - corporate Target Price Rs 1575
travel is down to 7% of sales (vs 20% earlier) and (2) rising fuel prices — which | NIFTY 15,746
were higher by ~12% Qo0Q. We await clarity on the timing of IndiGo’s proposed

QIP, which will strengthen its balance sheet as cash burn levels have risen. | KEY OLD NEW
Maintain REDUCE. We lower our EBITDAR estimates by ~8% over FY23/24E CHANGES

and set a revised target price of INR 1,575, based on 7X EV/EBITDAR on Jun-23E | Rating REDUCE  REDUCE
earnings. We had downgraded IndiGo to REDUCE in Q4FY21: Recovery priced | Price Target Rs1,725  Rs1,575
in. FY22E FY23E
® QI1FY22 financials: Revenue, at INR 30bn, declined 52% QoQ, affected by the EPS % NA 27%

second COVID wave. PAX yields were lower at INR 3.5 (-6% QoQ). However,
ancillary revenue grew to 24% of sales vs 20% QoQ due to increased cargo

Ittt : KEY STOCK DATA
loads. Fuel costs were elevated and came in significantly higher at 40.4% of
sales vs 30.8% QoQ (the average fuel cost is up ~12% QoQ). Forex loss came in | Bloomberg code INDIGO IN
at INR 3.6bn vs INR 1.17bn QoQ. Consequently, IndiGo reported an EBITDAR No. of Shares (mn) 385
loss of INR 14bn (vs a loss of INR 15bn YoY) and a net loss of INR 31.7bn (vs MCap (Rs bn) / ($ mn) 656/8,813

loss of INR 28.4/11.6bn YoY/QoQ). 6m avg traded value (Rs mn) L

® Key highlights: (1) Cash burn increases: The daily cash burn has increased
1.75x QoQ to INR 334mn (INR 190mn QoQ) due to weak demand affected by
COVID. (2) Fundraise: To strengthen the balance sheet, the company’s
fundraising plan of INR 30bn via QIP has been approved by the board,

52 Week high / low Rs 1,860/873

STOCK PERFORMANCE (%)

although timelines on the same are awaited. IndiGo’s free cash reduced to INR 3SM 6M 12M
56bn in Q1FY22 vs INR 71bn QoQ while debt level has risen to INR 316bn vs. | aApsolute (%) 39 72 889
INR 298bn QoQ. (3) Near-term outlook: In Q1FY22, load factors dipped
sharply to 59% vs 70% QoQ. In Jul-21, the management expects revenue to
come back to the Apr-21 level of INR 15.4bn (INR 6.7/9.6 in May/Jun-21).
However, the domestic capacity will reach the pre-COVID level only by

Relative (%) 35  -37 503

SHAREHOLDING PATTERN (%)

Q4FY22, as more individuals are vaccinated, and corporate travel increases Mar-21  Jun-21
(~7% of sales vs 20% earlier). As per the management, corporate travel will | 748 748
recover only to 75% of its earlier level, once traffic normalises.

FlIs & Local MFs 48 3.9

Financial Summary (Standalone)

:E)Ma“h Rs FJZ% F;ﬁ Y(K‘; F;ZQI %QoQ FY20 FY21| FY22E FY23E FY24E EPIS. 183 192
ublic & Others 2.0 2.1
Net Sales 30.1 77 292 622  (52) 3538 1464| 2089 3411 4134
EBITDAR (142) (154) NA 62 NA 416 25| 287 790 995| | Tledged Shares LY iy
APAT (318) (285) NA (116) NA (63) (583)| (338) 178  325|| Source:BSE
AdjEPS (Rs)  (82.6) (740) NA (301) NA (163) (I1515)| (87.8) 462 845
P/E (x) NA NA| NA 370 202
EV/EBITDAR 171  NA| 257 83 5.9
EV/Sales 2.0 52 35 19 14
Change in Estimates Aditya Makharia
New old Change (%) aditya.makharia@hdfcsec.com
INR bn FY22E FY23E FY24E | FY22E FY23E  FY24E | FY22E FY23E Fyaug | 191-22-6171-7316
Revenues 2089 3411 4134 | 2103 3434 4162 1) @ @
EBITDAR 287 790 99.5 382 857 1078 (25) ®) ®)
Adj. PAT (33.8) 17.8 325 | (20.1) 24.4 40.0 NA 27) (19) Mansi Lall
EPS 87.8) 462 845 | (522) 635 1038 NA @7 (@9 | mansilall@hdfcsec.com
Source: Company, HSIE Research +91-22-6171-7357
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Container Corporation

Good results; ICD Khatuwas now connected to DFC ADD

CONCOR'’s Q1FY22 PAT at INR 2.5bn, surprised positively due to improved
loads, higher terminal charges, and operating leverage. As per the

CMP (as on 30 July 2021) INR 644

management’s assessment, the land license fees (LLF) charges for FY22 are Target Price INR 720
revised lower to INR 3.75bn (vs INR 4.5-5bn for FY21), based on the revised NIFTY 15,763
land rates (by railways). CONCOR though will go ahead with its proposal to
incur an upfront charge of INR 60-70bn for using the railway land. The KEY OLD NEW
strategic Khatuwas terminal is now connected to the main DFC. We maintain CHANGES
our ADD rating on the stock with a target price of INR 720 at 28x Jun-23E EPS Rating ADD ADD
(our estimates have been marginally tweaked). Price Target INR740  INR 720
®  Q1FY22 financials: Volume, at 991mn TEUs, declined 6% QoQ. The average FY22E FY23E
realisation remains stable at ~INR 18k. Revenue came in at INR 18bn (-7% EPS % 0% 2%
QoQ). EBITDA margin, at 24% (vs 13.4/9.7% YoY/QoQ), surprised due to
improved operating leverage. The company has provided INR 1.13bn KEY STOCK DATA
towards LLF vs INR 2.2bn QoQ. CONCOR reported a profit of INR 2,549mn
vs INR 779mn QoQ. Bloomberg code CCRIIN
Key takeaways: (1) Improved margins: EXIM and domestic margins have No. of Shares (mn) 609
both witnessed expansion in Q1FY22, led by improved loaded running and MCap (INR bn) / ($ mn) 392/5,272

reduced empty running. The company has also increased terminal charges.

. 6m avg traded value (INR mn) 2,188
Currently, EXIM and domestic volumes are 80:20. The management expects

this to become 60:40 with the increasing domestic volumes. It also plans to 52 Week high /low TNR 748/351
manufacture containers domestically to become self-reliant. (2) Reduced
LLF: In the past quarter, the management had highlighted an annual LLF of STOCK PERFORMANCE (%)
INR 4.5bn. This is now reduced to INR 3.75bn, based on the land rates 3M  6M  12M
recelvefi from the authorities. CONCOR is also.workmg on an_agreement for Absolute (%) 90 485 431
a one-time payment for 24 government terminals, which will amount for
INR 60-70bn. This will be funded through cash reserves of INR 25bn and Relative (%) 14 349 38
short-term loans. (3) DFC: DFC operations have begun from the company’s
Khatuwas terminal. It plans to have ~50 rakes (currently 12) of 25 tons axle SHAREHOLDING PATTERN (%)
by the end of the year. Although there will be no difference in the DFC Mar21  Jun-21
freight rates, the company’s asset utilisation will increase. It will lead to
. T . . Promoters 54.8 54.8
higher profitability, market share gains, higher double-stacked volumes and
enhanced turnaround times. FIs & Local MFs 16.5 16.3
Financial Summary (Standalone) FPIs 24.0 249
(\;ENII?;::)‘ F;g FY12? 1;(‘;;( F;Z? Q(‘f,g FY20 FY21| FY22E FY23E  FY24E Public & Others 47 4.0
Net Sales 18,075 11,891 52 19393  (7) 64738 63850| 76199 95751 119,145 Pledged Shares 0.0 0.0
Adj. EBITDA 4335 1,500 173 1890 129 16749 10,329| 18394 23363 29,071 Source : BSE
APAT 2549 617 313 779 227 10282 5867| 10,113 14561 18997
Adj. EPS (Rs) 42 10 313 13 227 169 96| 166 239 31.2
P/E (x) 382 669 388 270 20.7
EV / EBITDA () 217 349| 225 175 138
ROE (%) 101 58] 97 132 16.0
Change in estimates Aditya Makharia
New oid Change (%) aditya.makharia@hdfcsec.com
IR mn FY22E FY23E FY24E| FY22E FY23E FY24E| FY22E FY23E  FY24E +91-22-6171-7316
Net Revenue 76199 95751 119,145| 76,345 97,713 122,115 0) @ @
EBITDA 18,394 23,363 29,071| 18430 23,842 30,040 0) 2) 3)
EBITDA margin (%)| 241 244 244 241 244 246 Obps Obps -20bps Mansi Lall
PAT 10,113 14,561 18,997| 10,133 14930 19,743 (0) ©) ) mansi.lall@hdfcsec.com
EPS 16.6 239 31.2 16.6 245 32.4 (0) ) (4) +91-22-6171-7357
Source: Company, HSIE Research
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Gateway Distriparks

Upbeat outlook with expected commencement of DFC BUY
Gateway Distriparks (GDL) sustained the growth momentum with monthly CMP (as on 29 July 2021) INR 287
rall‘w-a‘y volumes at. ~25,000 "l."EUs (at similar levels of Q4FY21) as EXIM Target Price INR 360
activities were relatively less impacted by the second wave of COVID. The
management expects double-digit growth to sustain as Dedicated Freight NIFTY 15,778
Corridor (DFC) services between Rewari and Palanpur (which will connect

KEY

NCR with Mundra, Pipavav ports) will commence this quarter. The improved CHANGES OLD NEW
TATs and double stack options will result in a shift from road to rail. Our

EBITDA estimates are majorly unchanged. Maintain BUY with an SOTP- Rating BUY BUY
based TP of INR 360 (rail business valued at 14x Jun-23E EV/EBITDA). Price Target INR360  INR 360
® Q1FY22 financials: GDL’s revenue at INR 3.29bn declined 6% QoQ (+30% FY22E FY23E
YoY). Volumes at 75,779 TEUs were largely in line with Q4FY21 (-2.6% EPS % 12% 0
QoQ). CFS volumes were up 3%. EBITDA margin, at 27.1% (-60/-15bps
YoY/QoQ), was above the estimate as the company benefitted from
improved volumes and rebate on container volumes offered by IR. Interest KEY STOCK DATA
cost is down 30% YoY as the company has lowered its debt post the Bloomberg code GDPLIN
fundraise. APAT declined 5% QoQ to INR 436mn, aided by nil tax payout No. of Shares (mn) 125
on availing of MAT credit. MCap (Rs bn) / ( mn) 36/482
= Call takeaways: (1) DFC: The management expects Phase-1 between
6m avg traded value (Rs mn) 96

Rewari-Palanpur to be operational in Sep-Oct’21 as trial runs are already
underway. Due to limited access to grid connectivity, diesel loco services 52 Week high / low Rs 325/79
will commence first, while electric trains will begin later. (2) CFS business:

The management highlighted that the CFS segment EBITDA was ~INR STOCK PERFORMANCE (%)
2,550/TEU vs its guidance of INR 2,800-3,000. This was affected by higher
fuel prices, discounting and increase in labour cost. Margins are expected to
normalise over the next year. (3) Snowman Logistics: It is now reclassified Absolute (%) 353 816 2587
as an associate (earlier, asset held for sale) as Gateway is now well Relative (%) 274 678 2192
capitalised, post the rights issue. It will focus on its core warehousing

3M 6M 12M

business, along with pharma (to account for 15% of revenues) and e-com SHAREHOLDING PATTERN (%)
segments. (4) Merger update: After receiving SEBI's approval for reverse

merger of GDL into Gateway Rail, the company has now received approvals Mar2l  Jun-21

from NCLT as well. It will shortly seek approvals from its shareholders to Promoters 32.1 32.1
proceed with the merger formalities. Fls & Local MFs 28.6 26.6
Financial Summary (Consolidated)
YE March 10 10 Yoy 10 000 FPIs 27.8 24.8
arc o o
FY20 FY21| FY22E FY23E FY24E .
(INR mn) FY22 FY21 (%) FY21 (%) Public & Others 11.4 16.5
Net Sales 3296 2528 30 3503  (6) 12372 11,794| 13,348 15525 18,404 Pleslzadl Shaes 31 )
EBITDA 892 699 28 953 (6) 2,586 3,130 3447 3,858 4,556
Source : BSE
APAT 436 114 281 459 (5) 983 943| 1,310 1,583 2,150
Adj. EPS (Rs) 15 0.9 281 3.7 (5) 9.0 7.6 10.5 12.7 17.2
P/E (x) 31.8 38.0 27.3 22.6 16.7
EV/EBITDA (x) 15.5 13.4 11.8 10.2 8.2
RoE (%) 74 68| 89 104 135

Source: Company, HSIE Research

Change in estimates Aditya Makharia
New old Change (%) aditya.makharia@hdfcsec.com

INR

mn FY22E FY23E FY24E | FY22E FY23E FY24E |FY22E FY23E FY24E +91-22-6171-7316
NetRevenue | 13348 15525 18404 | 13578 15779 18685 | (2 (2 2
EBITDA 3447 3858 4556 | 3398 3,804 4638 1 Q) @)
EE;&A(% 25.8 249 248 25.0 247 248 |80bps 17bps -7 bps Mansi Lall

(o .

PAT 1310 1583 2150 | 1165 1612 2215 2 Q) ®) mansi.lall@hdfcsec.com
EPS 105 127 172 93 129 177 2 @ G +91-22-6171-7357

Source: Company, HSIE Research
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ICICI Bank

Negative surprise on asset quality likely to be transient

ICICI Bank’s (ICICIBC) improving all-round performance over the past couple
of years has been interrupted by the impact of the second wave in terms of asset
quality during Q1FY22, a trend witnessed by all lenders. Slippages increased to
4.2% (FY21: 2.3%), driven primarily by higher retail slippages (6%). The bank,
however, reported NII/PPOP/PAT in line with our expectations, by dipping into
the COVID provisions (INR 10.5bn) during the quarter, to maintain PCR at 78%.
Best-in-class liability franchise, risk-calibrated asset book and industry-leading
technology initiatives for new-to-bank (NTB) business sourcing are likely to
drive ICICI Bank towards above-industry growth and a 15% RoE trajectory.
Maintain BUY with a revised SOTP price of INR 775 (earlier INR 770).

= In-line operating performance: ICICI Bank delivered a strong operating
performance with NII growth at 18% YoY, C/I ratio at 40.4% and credit costs at
1.7%. The bank reported strong loan growth of 17% YoY, driven by retail home
loans (24% YoY) and business banking (53% YoY) while an increasingly
granular deposit franchise (average CASA up 270bps YoY) drove best-in-class
cost of funds (3.82%). During the quarter, the bank wrote back INR 10.5bn of
COVID provisions, offset by an incremental INR 11.27bn of provisions
towards a further conservative provisioning policy.

= Retail slippages shoot up, provisioning remains adequate: ICICI Bank
reported elevated gross slippages at 4%, driven by retail (6%, 94% of total
slippages). The restructured portfolio increased to 0.7% of loans (Q4FY21:
0.5%), along with a marginal increase in BB & below pool to 1.9% (Q4FY21:
1.8%). The management attributed the bulk of the impairment to a dip in
collection efficiency during April and May and expects the stress to normalise
in H2 as economic activity resumes. With COVID surplus buffer at 0.9% of
loans, along with PCR at 78%, we expect normalisation in slippages and credit
costs (in the absence of a third wave).

® Superior franchise poised for sustained rerating: ICICI Bank reported
RoA/RoE of 1.5%/12.3% during Q1FY22, despite the quarter being marred by
elevated slippages and lockdowns. The bank seems to be on track to achieve a
1.8% RoA by FY23 on the back of reflating NIMs (exercising of pricing power)
and normalisation of credit costs (in the absence of any subsequent waves of
pandemic). Maintain BUY with revised SOTP price of INR 775. The revision in
target price is driven by revision in the value of listed subsidiaries.

Financial summary

r
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BUY

CMP (as on 23 July 2021)  INR 677
Target Price INR 775
NIFTY 15,856
Changes 00 NOW
Rating BUY BUY
Price Target INR770 INR775
FY22E FY23E
EPS %
0% 0%
KEY STOCK DATA
Bloomberg code ICICIBC IN
No. of Shares (mn) 6,925
MCap (INR bn) / ($ mn) 4,686/62,972
6m avg traded value (INR mn) 13,113
52 Week high / low INR 680/334

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 18.7 25.8 77.2

Relative (%) 92 162 383

SHAREHOLDING PATTERN (%)

(INR bn) szci F;ﬁ YoY (%) F;ﬁ Q(‘f,g FY20  FY21| FY22E FY23E
NII 1094 928 17.8% 1043  4.8% 3327  3899| 4460 5198
PPOP 889 1078 -17.5% 854  42% 2810 3640 3963 4539
PAT 462 260 77.6% 440  4.8% 793 1619 2085 2617
EPS (INR) 65 40  64.3% 63  4.6% 123 234 302 378
ROAE (%) 7.1 12.3 133 1438
ROAA (%) 0.8 1.4 16 18
ABVPS (INR) 1552 191.3| 2171 2489
P/ABV (x) 44 3.6 31 27
P/E (x) 560 290 226 180

Mar-21 Jun-21
Promoters 0 0
FIs & Local MFs 42.0 41.8
FPIs 47.8 48.0
Public & Others 10.2 10.2
Pledged Shares 0 0

Source : BSE

Pledged shares as % of total shares

Krishnan ASV
venkata.krishnan@hdfcsec.com
+91-22-6171-7314

Deepak Shinde
deepak.shinde@hdfcsec.com
+91-22-6171-7323

Punit Bahlani
punit.bahlani@hdfcsec.com
+91-22-6171-7354
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State Bank of India

Further rerating contingent on RoA reflation

State Bank of India’s (SBI) Q1FY22 earnings surprised (26% higher than our
estimates) due to higher income from recoveries. SBI continued to surprise
positively on the asset quality front for a third straight quarter with slippages
at 2.8% (annualised), better than private banks (AXSB: 4.5%; ICICIBC: 4.2%).
The incremental restructuring during the quarter was at ~0.2% of loans. With
the back-book adequately provided for (PCR at 68%), and ~0.4% of loans as a
COVID buffer, we expect normalisation of credit costs in H2FY22 (assuming no
third wave). Loan growth was soft (+6% YoY) on account of muted economic
activity, although the bank indicated a robust pipeline of undrawn limits in the
corporate book. SBI’s journey to a 1% potential RoA is contingent on the bank
finding ways to reflate its core profitability (PPOP stagnant at ~1.8% of assets
over the past 8 quarters), especially by way of higher asset yields (soft in
Q1FY22 that reflected fewer deployment opportunities, a low-risk corporate
portfolio and a mortgage-heavy retail book). We maintain BUY with a revised
target price of INR 501 (earlier INR 490), valuing the standalone bank at 1.0x
Mar’23 ABVPS - this revision reflects the valuation of listed subsidiaries.

= Margins yet to reflate, strong other income drives PPOP beat: SBI reported
muted NII growth of 4% YoY due to muted loan growth of 6% YoY and
~10bps compression in NIM (at 2.92%). Fee income remained broadly steady,
while other income included lumpy recoveries of INR 24bn. Opex-to-assets
ratio remained steady at ~1.9% of assets.

= Slippages better than peers; provisioning to normalise: SBI's slippages
surprised positively at 2.8% (annualised), lower than Axis Bank and ICICI
Bank (>4%), although the underlying portfolio profitability is significantly
different. ~93% of fresh slippages emerged from outside the corporate book
(SME at 9.1%, Agri at 5.7% and Retail at 2.6%). The restructured portfolio is at
0.8% of loans, while SMA1+2 remained steady at 0.5% of loans. SBI expects
reversals of a majority of slippages from home loans, personal loans, and SME
segments during Q2FY22, as collections and recoveries were hindered during
the quarter. We build in ~2% average slippages during FY22-FY23E.

® Reflation in yields; higher credit deployment imperative for 1% ROA: SBI
delivered 0.6% RoA during the quarter. PPOP-to-assets has hovered around
~1.8% for several quarters, as the reflation in asset yields remains elusive (loan
book skewed towards high-rated entities and home loans marginally offset
by Xpress credit loans). Even assuming credit costs at 0.7% of loans in a best-
case scenario, SBIs journey to a 1% RoA is contingent on consistent reflation
in asset yields through gradual portfolio re-risking (without adding to credit
costs) and better operating efficiencies.

Financial summary
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INSTITUTIONAL RESEARCH

BUY

CMP (as on 04 Aug 2021) INR 457

Target Price INR 501
NIFTY 16,259
KEY
CHANGES OLb NEW
Rating BUY BUY
Price Target INR 490 INR 501

FY22E FY23E
EPS %

0% 0%

KEY STOCK DATA
Bloomberg code SBIN IN
No. of Shares (mn) 8,925
MCap (INR bn) / ($ mn)  4,078/54,802

6m avg traded value INRmn) 18,213

52 Week high / low INR 467/176

STOCK PERFORMANCE (%)
3M 6M  12M
Absolute (%) 300 287 1385

Relative (%) 173 213 942

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

(INR bn) F; 2% F; 2? 1;(‘,2; F; 2? Q(i/g FY20  FY21| FY22E FY23E
NII 2764 2664  37% 2707  21% 9808 1,107.1| 1,262.3 1,397.4
PPOP 1897 1806  51% 1970 -3.7% 6813  7155| 8485  953.8
PAT 650 419 552% 645  0.8% 1449  2041| 3168 3888
EPS (INR) 7.3 47  554% 72 08% 162 229 355 436
ROAE (%) 6.4 84| 118 129
ROAA (%) 0.4 05 0.7 0.8
ABVPS (INR) 2018 2432| 2803  319.6
P/ABV (x) 23 19 16 14
P/E (x) 281 199 128 105

Source: Company, HSIE Research

Promoters 57.6 57.6
FIs & Local MFs 235 23.1
FPIs 9.9 10.3
Public & Others 9.0 8.8
Pledged Shares 0.0 0.0
Source : BSE

Pledged shares as % of total shares

Krishnan ASV
venkata.krishnan@hdfcsec.com
+91-22-6171-7314

Deepak Shinde
deepak.shinde@hdfcsec.com
+91-22-6171-7323

Punit Bahlani
punit.bahlani@hdfcsec.com
+91-22-6171-7354
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Bajaj Finance
Speed bumps to a fast recovery REDUCE

Bajaj Finance’s (BAF) Q1FY22 results disappointed and are largely reflective of CMP (as on 20 Jul 2021) INR 5,938
the impact of the second wave on asset quality and business momentum (in line

. . . . . Target Price INR 4,590
with the company’s profit warning). Earnings were 22% below our estimates
due to interest reversals (INR4.5bn impact) and higher provisioning. The NIFTY 15,632
elevated impairment (117bps spike) was primarily driven by the auto financing EY

segment (~19% GNPA). We trim our FY22/FY23 earnings estimates by 9% each CHANGES OLD NEW
as we expect weaker asset quality and higher cash burn (than our previous
assumptions) on the app ecosystem rollout. Maintain REDUCE with a revised
target price of INR 4,590 (5.4x Mar’23 ABVPS).

Rating REDUCE  REDUCE

Price Target INR4,798  INR 4,590

®  Muted operating performance: Bajaj Finance disappointed with NII/PPOP EPS % FY22E FY23E
growth at 12%/4% YoY, despite continued funding cost tailwinds (28 bps). -8.6% -9.3%
Opex to AUM increased to 31% and is expected to trend higher as BAF rolls
out its super-app ecosystem. Loan loss provisions increased sequentially by KEY STOCK DATA
~14bps to ~4.7% of AUM. Bloomberg code BAF IN
®= Second wave impact on asset quality: BAF's GNPA/NNPA increased to No. of Shares (mn) 604

2.96%/1.46%, largely due to a sharp spike in delinquencies in auto financing

(GNPA at 19.2% vs. 9.3% in Q4FY21), alongside a marginal uptick in MCap (INR bn) /($mn) - 3,584/453,160

impairment across other segments. The management attributed this spike to 6m avg traded value (INR mn) 14,031
the stress in the 3W segment (~one-third of auto B2B portfolio). The 52 Week high / low INR 6,343/3,007
restructured book declined to 0.8% of AUM (Q4F21: 1.1%); however, there
could be a further build-up in the portfolio on account of Restructuring 2.0. STOCK PERFORMANCE (%)

® Maintain LLP estimates for FY22: With significant impairment and, 3M 6M  12M

consequently, higher LLPs recognised during the quarter, BAF’'s impairments

and credit costs are likely to normalise going forward, assuming there is no Absolute (%) 87 192 725
impact from a “third wave” of the pandemic. We cut our FY22/FY23 Relative (%) 193 144 330
estimates, as we factor in the weaker asset quality and higher cash burn (than
our own previous assumptions) into our FY22 forecasts. Despite the company SHAREHOLDING PATTERN (%)
being an enviable franchise for its high-growth and profitability potential, we Mar21  Jun-21
maintain REDUCE on the stock with a revised target price of INR 4,590.
Promoters 56.1 56.0
Financial summary
(INR bn) Q- 19 vov o 4Q Q00 gy, pyz1| FyzE FY23E Fls & Local MFs 78 7
FY22  FY21 (%) FY21 (%) FPIs 241 240
NII 370 330 123 384  (36) 1350 1389| 1617 1969
PPOP 312 300 40 305 21 1125 1196 1367 1633 Public & Others 12.1 120
PAT 10.0 9.6 42 135 (256) 526 442 705 943 Pledged Shares - .
EPS(INR) 165 151 92 218 (242) 877 735 1173 1567
ROAE(%) 202%  128%| 175%  19.6% Source : BSE
ROAA (%) 3.6% 2.6% 3.7% 4.1% Pledged shares as % of total shares
ABVPS (INR) 5388 5948 6933 8421
P/ABV(x) 110 100 8.6 7.1
P/E(x) 677 808 506 379
Source: Company, HSIE Research
Change in estimates Krishnan ASV
INR bn FY22E FY23E venkata krishnan@hdfcsec.com
Old New Chg Old New Chg +91-22-6171-7314
Loan 1,869 1,869 0.0% 2,300 2,300 0.0%
NIM (%) 9.9 95 -43 bps 10.1 9.4 -66 bps
NII 169 162 -4.3% 211 197 -6.5% Deepak Shinde
PPOP 146 137 6.3% 177 163 -7.6% ,
PAT - - 8.6% 104 o1 9.3% deepak.shinde@hdfcsec.com
ABVPS (INR) 701.3 693.3 -1.1% 843.7 842.1 -0.2% +91-22-6171-7323

Source: Company, HSIE Research
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Kotak Mahindra Bank

Strong profitability but growth remains elusive

Kotak Mahindra Bank’s (KMB) 1QFY22 performance was broadly in line with
our estimates on the back of continued funding cost tailwinds resulting in
sequentially stronger NIMs even as loans shrank 2.8% QoQ. Annualised
slippages were up at 2.8% (FY21: 2.4%) as collections were affected during Apr-
May’21 on account of the second wave (as witnessed by peers), with most of the
stress emerging from secured retail portfolio. KMB maintained its stock of
COVID provisions and the loan loss coverage at ~65%. We believe that current
valuations factor in a high-quality franchise and best-in-class profitability
(RoAs >1.8%) - however, we await growth catalysts (thus far elusive) before we
can turn more constructive on the stock. Maintain REDUCE with an SOTP target
price of INR 1,747 (standalone bank at INR1,378, 3.6x Mar’23 ABVPS).

®  Credit growth disappoints: KMB’s loan book clocked a 2.8% de-growth QoQ -
including credit substitutes, loan growth clocked in at +8.6% YoY. The
management articulated its long-term target of growing in its segments of
choice (commercial banking, SME and retail) while maintaining its risk-
adjusted RoE. The bank disbursed INR 5bn of ECLGS during the quarter (total
disbursements at INR 119bn, 5.5% of loan book). We expect loan growth of
12.6/14.6% in FY22/FY23E.

® Hallmark - pristine asset quality: KMB reported marginally higher GNPAs at
3.6% (+30bps sequentially) as slippages clocked in at 2.8%, predominantly
from secured retail portfolio (tractors, CV and CEs). The SMA-2 book
increased to INR 4.3bn (20bps) from INR 1.1bn (5bps) in FY21, alongside a
marginal increase in the restructured portfolio to 25bps of loans (Q4FY21:
19bps). We expect slippages of 1.7%/1.6% in FY22/FY23E. Credit costs clocked
in at 1.4%, as the bank chose to maintain its stock of COVID provisions (INR
12.8bn, 0.6% of loans) and its loan loss coverage at 65%.

® Subsidiaries disappoint; maintain REDUCE: KMB's consolidated profit was
lower 30% sequentially (-2.5% YoY), primarily on account of loss in Kotak Life
(consistent with the profit warning issued by the management earlier). Kotak
Prime also reported lower PAT (-57% QoQ) as collections and disbursements
continued to be impacted on account of the second wave. However, the
operating performance of the AMC business, securities business, and
investment banking business continued to remain robust. We believe that the
current valuation (standalone bank at 3.6x Mar'23 ABVPS) factors in best-in-
class profitability (RoAs >1.8%) - however, it is worth highlighting that these
ratios appear optically better in a low-growth mode. We await growth
catalysts (thus far elusive) before we can turn more constructive on the stock
and maintain our REDUCE rating.

Financial summary
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REDUCE

CMP (as on 26 July 2021) INR 1,741

Target Price INR 1,747
NIFTY 15,824
KEY
CHANGES OLD NEW
Rating REDUCE REDUCE
Price Target INR1747 INR1,747

FY22E FY23E
EPS %

0% 0%

KEY STOCK DATA
Bloomberg code KMB IN
No. of Shares (mn) 1,982

MCap (INR bn) / ($ mn) 3,451/46,367
6m avg traded value (INR mn) 7,000

52 Week high / low INR 2,049/1,231

STOCK PERFORMANCE (%)
3M  6M  12M
Absolute (%) 11 30 289

Relative (%) 9.1 -145 -104

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

(INR bn) F&z% F;ﬁ ’({fg F; 2? Q(‘,’,g FY20  FY21| FY22E FY23E
NII 394 372  58% 384 26% 1350 1534| 1719  199.0
PPOP 312 262 19.0% 341 -84% 1002 1221 1295 1540
PAT 164 124 319% 168 24% 595  69.6] 790 958
EPS (INR) 8.3 64 29.0% 83  0.0% 311  351| 399 483
ROAE (%) 131 124 116 126
ROAA (%) 18 1.9 20 21
ABVPS (INR) 2318 3052| 3429 3882
P/ABV (x) 7.5 57 5.1 45
P/E (x) 560 495 437 360

Source: Company, HSIE Research

Promoters 26.0 26.0
FIs & Local MFs 13.6 14.7
FPIs 47.2 45.7
Public & Others 132 13.6
Pledged Shares 0.0 0.0
Source : BSE

Pledged shares as % of total shares

Krishnan ASV
venkata.krishnan@hdfcsec.com
+91-22-6171-7314

Deepak Shinde
deepak.shinde@hdfcsec.com
+91-22-6171-7323

Punit Bahlani
punit.bahlani@hdfcsec.com
+91-22-6171-7354
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Axis Bank

Back to square one

Axis Bank’s (Axis) Q1FY22 earnings missed estimates (10% miss) on account of
higher-than-expected provisions (243bps annualised). The bank’s journey
towards normalised credit costs and steady-state profitability has yet again been
derailed and interrupted by deterioration in asset quality. Although the
headline asset quality trends are consistent with those of other lenders (lower
collections and higher slippages), incremental slippages (4.5% annualised)
disappointed with the mix largely driven by the retail portfolio (7%, ~100bps
higher than ICICI Bank). While Axis held healthy surplus COVID provisions
(0.8% of loans), and maintained a comfortable PCR at ~70%, the bank’s
performance on asset quality has been inconsistent. Although we expect credit
costs to normalise in H2FY22, we expect Axis to revert to steady-state
profitability by FY23E. Maintain BUY with an SOTP price of INR 825.

In-line NII/PPOP growth with steady balance sheet growth: Axis Bank
reported muted NII/PPOP growth of 11%/10% YoY with compression in NIM
by 10bps sequentially to 3.5%. Fee income traction was muted (-21% QoQ) due
to a sharp drop in retail disbursements during the quarter (~50% of Q4FY21).
YoY loan growth was clocked in at 12% on a favourable base, driven by retail
(+14% YoY) and SME segments (+18% YoY). The bank continued to strengthen
its granular deposit franchise (average CASA ratio up 342bps YoY), driving
best-in-class cost of deposits (3.8%).

Mix of retail slippages hard to explain: Axis Bank reported elevated gross
slippages at 4.5%, predominantly driven by retail (7%, 83% of total slippages),
broadly reflective of the overall environment during Q1FY22 in terms of
economic activity, collections, and recoveries. However, ~45% of net slippages
emerged from retail unsecured loans, implying a ~10% annualised slippage
ratio, which is hard to explain. Given ~80-95% of the unsecured retail portfolio
is skewed towards ETB customers, the elevated slippages, taken alongside the
stress in this portfolio during H2FY21, are surprising. The bank’s restructured
portfolio remained low at 0.4% of loans (Q4FY21: 0.3%) even as the BB &
below pool rose marginally to 2.1% (Q4FY21: 2.0%). With the COVID surplus
buffer at 0.8% of loans and PCR at 70%, we expect normalisation in slippages
and credit costs during FY23E.

Road to normalised credit costs holds the key: The improvement in Axis
Bank’s performance during H2FY21 was interrupted once again - however, we
expect collection and recoveries to rebound in line with the economic
environment. We expect the bank’s performance to stabilize in H2FY22 and to
inch closer to 1.5% ROA by FY23E. Maintain BUY with SOTP price of INR 825
(standalone bank at INR755, 1.9x Mar’'23 ABVPS).

Financial summary
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BUY

CMP (as on 26 July 2021)  INR 756
Target Price INR 825
NIFTY 15,824
Chances 0D NEW
Rating BUY BUY
Price Target INR825 INR825
FY22E FY23E
EPS %
0% 0%
KEY STOCK DATA
Bloomberg code AXSB IN
No. of Shares (mn) 3,065
MCap (INR bn) / ($ mn) 2,318/31,151
6m avg traded value (INR mn) 10,941
52 Week high / low INR 800/400
STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 8.0 149 69.7
Relative (%) 00 34 304

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21
Promoters 13.6 11.7
FIs & Local MFs 20.3 21.2
FPIs 55.7 56.8
Public & Others 10.5 10.4
Pledged Shares
Source : BSE

Pledged shares as % of total shares

Krishnan ASV

(INR bn) 1Q 1Q 3oy @ 1Q QoQ  pyyy  Fy21| FY22E FY23E venkata krishnan@hdfcsec.com
FY22  FY21 FY21 (%) +91-22-6171-7314

NII 776 699 11.1% 755  27% 2521 2924 3382 3864

PPOP 642 584  98% 686 -65% 2344 2570| 2891  3293|| Deepak Shinde

PAT 216 111  942% 268 -193% 163  659| 1309 1629 deepak shinde@hdfcsec.com

EPS (INR) 7.0 39  78.4% 87 -194% 58 215 428 582|| oo o0 ooos

ROAE (%) 21 7.1 121 134

ROAA (%) 02 0.7 13 14 ) )

ABVPS (INR) 2615 3026| 3480 39sp|| PunitBahlani

P/ABV (x) 29 25 20 19/ | punit.bahlani@hdfcsec.com

P/E (x) 1309 351 177 142|| +t91-22-6171-7354

Source: Company, HSIE Research
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SBI Life Insurance

Impressive protection share drives margin beat!

The total APE was in line with estimates; however, a rising share of protection
(at an all-time high of 13.4% in the mix) resulted in a 160bps margin beat. We are
positively surprised with no negative mortality experience in Q1 and
management’s prudent reserving for any future surprises. The company's three
growth levers continue to remain in place - (1) the mammoth distribution
network of the parent SBI (24k+ branches); (2) the improving share of
protection; and (3) the lowest opex ratio (1QFY22: 10.5%). Following a strong
margin beat, we build in higher margins and raise our FY22E/23E estimates. We
expect SBILIFE to deliver a healthy FY21-23E VNB CAGR of 19.9% and retain
our BUY rating on the stock with an increased TP of INR 1,350 (Mar-22E EV +
23x Mar-23E VNB).

® Q1FY22 highlights: The total APE, at INR 16.3bn (2y CAGR -6.8%/+27% YoY),
was largely in line with estimates. The protection segment has displayed

strong traction, with the share of retail and group protection within the mix at
an all-time high of 7.6% and 5.8% respectively. Secular growth was seen in the
protection segment, across channels, ranging from ~55-80% YoY. De-growth in
NPAR (51% YoY) disappointed; however, annuity continued to aid margins.
Persistencies improved across cohorts in the range of 79-419 bps except for the
61st month. Within the channel mix, new corporate partnerships registered an

impressive +86% YoY growth.

®= COVID reserving: As mortality assumptions were strengthened in 4QFY21,
SBILIFE did not have any negative mortality experience on an overall basis
(demonstrating conservative assumptions). Having said that, SBILIFE created
additional COVID reserves to the tune of INR 4.5bn to protect against any
negative surprises. COVID claims clocked in at INR 5.7bn (1.8x FY21 claims).
Management stated its focus on increasing banca penetration to 100% (from
85% in FY21), given the strong distribution prowess with which it should aid
growth. Adj. VNB margin, at 24.1% (on ETR), was ahead of estimates
(+160bps), led by protection share swiftly inching up, resulting in VNB growth

CMP (as on 26 Jul 2021) INR 1,077
Target Price INR 1,350
NIFTY 15,824
KEY
CHANGES OLD NEW
Rating BUY BUY
Price Target INR 1,250 INR 1,350

FY21E FY22E
VNB %

6.0 7.2

KEY STOCK DATA
Bloomberg SBILIFE IN
code
No. of Shares (mn) 1,000

MCap (INR bn) / ($ mn)  1,077/14,470

6m avg traded value (Rs mn) 2,949
52 Week high / Rs 1,104/755
low

STOCK PERFORMANCE (%)

3M o6M 12M
Absolute (%) 62 133 (15.2)
Relative (%) 142 248 241

SHAREHOLDING PATTERN (%)

of 53% YoY.
Financial Summary
(INR mn) QIFY22 QIFY21 YoY (%) Q4FY21 QoQ (%) FY19 FY20| FY21P FY22E FY23E
NBP 33.5 30.5 9.8 61.8 -45.8 1379 165.9| 206.2 237.0 2795
APE 16.2 12.7 27.3 39.7 -59.3 969 107.4| 1145 131.6 151.0
Adj. VNB 3.9 2.6 52.7 11.0 -64.6 192 222 266 327 38.2
Adj. VNBM (%) 24.1 20.1 400bps 27.7 -362bps 19.8 20.7| 232 248 25,3
EV 236.6 276.4| 350.6 406.0 471.4
MCap/EV (x) 46 39 3.1 2.7 243
P/VNB (x) 456 379 301 222 17.6
RoEV (%) 189 16.8| 277 162 16.7
Source: Company, HSIE Research
Change in estimates
(INR bn) FY22E FY23E
Revised o1d Shange Revised Oold Change
% | bps % / bps
APE 131.6 131.6 0.0 151.0 151.0 0.0
VNB 32.7 30.8 6.0 38.2 35.7 7.2
VNBM (%) 248 234 140bps 253 23.6 170bps
EV 406.0 404.8 0.3 471.4 466.5 1.1

Source: Company, HSIE Research

Mar-21 Jun-21
Promoters 55.7 55.7
FIs & Local MFs 7.0 96
FPTs 30.5 27.2
Public & Others 6.8 74
Pledged Shares Nil Nil
Source : BSE
Krishnan ASV

venkata.krishnan@hdfcsec.com

+91-22-6171-7328

Sahej Mittal

sahej.mittal@hdfcsec.com

+91-22-6171-7325
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ICICI Prudential Life

Strong performance in tough times.

ICICI Prudential Life (IPRU) trumped expectations with APE growth 7% ahead
of estimates and a significant beat on VNB margins (+637bps), driven by a
higher share of protection and annuity. We like IPRU’s reengineered business
model, which is focused on a more diversified product and channel mix,
industry-leading share of protection (Q1FY22: 15%), and rising share of
traditional products. With a higher share of protection and annuity in the mix,
we raise our VNB margins by 160bps for FY22E/23E to 26.3/26.5%. We expect
VNB to exhibit a 26% CAGR over FY21-23E. We retain our ADD rating with an
increased DCF-derived target price of INR 685 (Mar-22 EV + 26.1x Mar-23E
VNB). The stock is currently trading at FY22/23E P/EV of 2.8/2.4x and P/VNB of
27.3/21.6x.

® Q1FY22 highlights: The total APE grew 48% YoY (two-year CAGR at 9%) to
INR 12.2bn, registering a 7% beat. Group protection exhibited strong growth
(+108% YoY) on the back of a pick-up in disbursements and new group-term
arrangements while retail protection de-grew 17% YoY as a result of limited
medicals in a restrictive environment. In recent quarters, banca partners other
than ICICIBC have delivered strong growth momentum. VNBM for Q1FY22
was significantly higher than our estimates at 29.4% (+580bps sequentially),
largely on account of shifting business mix towards protection (+850bps) and
improving share of annuity.

= COVID provisioning: With 1Q witnessing a significant surge in claims, net
claims shot up to INR 5bn (i.e., 2.5x FY21). IPRU has additionally provided
INR 6.7bn towards (i) all notified as well as in-process claims and (ii) IBNR
claims with closing reserves at INR 5bn. Net claims were significantly higher
on account of (1) change in customer segment (lower age group-higher sum
assured) and (2) change in product mix (towards protection). Persistency for
2MFY22 improved across cohorts in the range of 30-360bps on a YoY basis
except in the 41st month. Loss before tax clocked in at INR 1.8bn on the back
of higher provisioning and elevated expense ratios.

Quarterly financial summary

(INR bn) FY12Q2 Fylg 1(/;3)/ FY42Q1 Q:%Q) FY19 FY20 FY21| FY22E FY23E
NBP 27.3 16.1 70.0 51.9 -473 103.6 1249 1323 1821 2185
APE 12.2 8.2 48.1 25.1 -514  78.0 738 64.6 80.8 96.9
VNB 3.58 2.01 78.1 591 (39.4) 133 16.1 16.2 212 25.7
VNBM (%) 29.4 244  490bps 23.6  580bps  17.0 21.7 25.1 26.3 26.5
EV 216.2 2303 291.1| 3155 3594
P/EV (x) 4.0 3.8 3.0 2.8 24
P/VNB (x) 51.4 40.7 39.5 27.3 21.6
ROEV (%) 19.6 8.4 26.4 9.4 15.8

Source: Company, HSIE Research

Change in estimates
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ADD

CMP (as on 20 Jul 2021)  INR 605

Target Price INR 685
NIFTY 15,632
KEY
CHANGES OLD NEW
Rating ADD ADD
Price Target INR 640 INR 685
FY21E FY22E
VNB %
+9.5% +13.3
KEY STOCK DATA
Bloomberg code IPRU IN
No. of Shares (mn) 1,437

MCap (INR bn) / ($ mn) 869/11,675
6m avg traded value (INR mn) 1,529

52 Week high / low INR 635/398

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 265 174 386

Relative (%) 171 125 (0.9)

FY22E FY23E
(INR br) Revised Old Shunge Revised Old Change
% | bps %  bps
APE 80.8 78.5 2.8 96.9 91.0 6.5
VNB 212 19.4 9.5 25.7 227 3.3
VNBM (%) 26.3% 24.7% 160 26.5% 24.9% 160
EV 55 319.5 -1.3 359.4 360.8 -0.4

Source: Company, HSIE Research

SHAREHOLDING PATTERN (%)

Mar-21 Mar-21

Promoters 73.5 73.5
FIs & Local MFs 4.3 4.1
FPIs 16.5 17.2
Public & Others 5.7 53
Pledged Shares Nil Nil
Source : BSE

Pledged shares as % of total shares

Krishnan ASV
venkata.krishnan@hdfcsec.com
+91-22-6171-7328

Sahej Mittal
sahej.mittal@hdfcsec.com
+91-22-6171-7325
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IndusInd Bank

Reversion to steady state profitability elusive

IndusInd Bank’s (IIB) Q1FY22 earnings were ~11% above our estimates due to
higher non-interest income. Provisioning was elevated (annualised at 3.6% of
loans), driven by a sharp spike in slippages at 5.4% (FY21: 4%) on account of the
second wave. Impairments stemmed largely from the retail loan book (8%
slippages) with stress seen across the vehicle finance, MFI and unsecured
portfolios. Deposit mobilisation continued to witness a strong momentum with
12% sequential growth in SA deposits driving CASA ratio to 42%. However, a
prolonged consolidation of the loan book (2y CAGR at 4.4%) and continued
elevated stress (credit costs at >3% for six straight quarters) reflect a franchise
that is yet to stabilise its asset side of the balance sheet. Maintain REDUCE with
a target price of INR 734.

® In-line operating performance: IIB reported NII/PPOP growth of 7.7%/9.4%
YoY, broadly in line with our expectations. Despite a muted quarter in terms of
business activity, the non-interest income was sequentially flat, led by higher
treasury gains. NIMs declined sequentially by 7bps due to higher negative
carry and interest reversals. Deposit growth continued to surprise positively,
led by SA balances, bringing the cost of deposits to an all-time low of sub-5%.
C/I ratio improved to 41.4% (Q4FY21: 42.4%), aided by trading gains.

= Elevated slippages from the retail portfolio: Having re-jigged its corporate
book towards more granular loans and having witnessed elevated slippages
during FY20-FY21 in this portfolio, IIB’s retail portfolio witnessed significant
impairment in the quarter, with gross slippages at 8% and restructured
portfolio at ~3.3%. This was largely on account of the second wave, which
impacted collection, recoveries and business momentum. While the trend is
similar across other lenders, IIB’s disproportionate exposure to commercial
vehicles and MFI (41%) is likely to keep credit costs elevated. Despite
contingent provisions at 1% of loans and PCR at 72% offering comfortable
cushion, the retail asset mix (and the telecom account exposure) remains
vulnerable in the event of further economic or adverse regulatory shocks.

® Consolidating loan book a concern; maintain REDUCE: The rising wedge
between deposit growth (+27% YoY) and loan growth (+6% YoY) is a drag on
margins and earnings growth. A high proportion of cash and equivalents (now
at one-fifth of total assets) reflect a bank still searching for stability on the asset
side of the balance sheet. Management’s aspirations of ~16-18% loan growth
over the medium term are contingent on IIB quickly stabilising its asset side of
the balance sheet and confidently deploying the surplus liquidity. Maintain
REDUCE with a target price of INR 734.

Financial summary
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REDUCE

CMP (as on 27 July 2021)  INR 976
Target Price INR 734
NIFTY 15,746
Chances O NEW
Rating REDUCE REDUCE
Price Target INR734 INR734
FY22E FY23E
EPS %
0% 0%
KEY STOCK DATA
Bloomberg code IIB IN
No. of Shares (mn) 774
MCap (INR bn) / ($ mn) 755/10,141

6m avg traded value (INR mn) 7,574

52 Week high / low INR 1,165/483

STOCK PERFORMANCE (%)
3M o6M 12M
Absolute (%) 10.6  19.0 92.6

Relative (%) 32 81 540

SHAREHOLDING PATTERN (%)

1 1 YoY 4 0
(INR bn) Fyzci Fyzci %) FYZ? Q ((y?) FY20 FY21P| FY22E FY23E
NII 356 331 77% 353 0.8% 1206 1353| 1545 1763
PPOP 313 286 94% 306 23% 1077 1173| 1273 1450
PAT 9.7 46 111.3% 88 113% 442 284 572 733
EPS (INR) 12.6 66 895% 114 101% 637 367 728 934
ROAE (%) 14.4 73| 121 135
ROAA (%) 15 0.8 15 1.8
ABVPS (INR) 4732 5416| 6176 6857
P/ABV (x) 2.1 1.8 16 14
P/E (x) 153 266 134 105

Source: Company, HSIE Research

Mar-21 Jun-21
Promoters 16.6 16.5
FIs & Local MFs 19.0 18.6
FPIs 55.7 52.1
Public & Others 8.8 12.8
Pledged Shares 53 6.9

Source : BSE

Pledged shares as % of total shares

Krishnan ASV
venkata.krishnan@hdfcsec.com
+91-22-6171-7314

Deepak Shinde
deepak.shinde@hdfcsec.com
+91-22-6171-7323

Punit Bahlani
punit.bahlani@hdfcsec.com
+91-22-6171-7354
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ICICI Lombard

Not in the pink: spike in health claims affects loss ratio

ICICI Lombard disappointed expectations as claims of health insurance spiked
abnormally (46k in Q1FY22 vs. 49k in FY21), resulting in an all-time high loss
ratio of 91%. However, we reckon this as a one-off event — given the exigencies
of the COVID pandemic. For the rest of FY22, we expect loss ratios in the
company’s health segment to improve, given the rapid pace of vaccination. We
have reduced our full-year estimates to factor in higher loss ratios from the
second wave, although a potential third wave poses a downside risk to our
forecasts. We expect a motor TP price hike in FY22E, which could be a positive
catalyst for growth. Given the rich valuations and uncertainties ahead, we rate
ICICIGI a REDUCE with a target price of INR 1,250 (implying a Mar-23E PE of
27.3x and a P/ABV of 5.1x).

=  Q1FY22highlights: ICICIGI reported NEP 6% ahead of estimates at INR 27bn
(+16.4% YoY on weak base), driven by strong growth in the fire and health
segments. Claims in the health segment witnessed a huge spike (46k in
Q1FY22 vs. 49k in FY21), pushing the loss ratio in the segment to 153%. The
nature of claims was optically different compared to FY21 as they included
(1) affluent customers with high sums assured and (2) moderate and critical
cases. Overall, Q1 CoR (calculated) was at an all-time high of 122.5%;
however, this remains a one-off event. Heavy underwriting losses (INR
539mn) were offset by higher-than-estimated investment income of INR
708mn, leading to INR 152mn APAT (significantly below the estimate).

® Given the adverse claims experience, ICICIGI has raised its pricing on
selective renewals and in group health business (~15-20%). It on-boarded 1k
employees for scaling up retail health, an extremely valuable proposition.
COVID-related health claims shot up to INR 6bn (vs. 3.4bn FY21) with INR
2.18bn of closing reserves. The company continues to maintain its defensive
stance on motor OD, given the competitive pricing environment.

Quarterly financial summary

(INR bn) 1QFY22 1QFY21 YoY(%) 4QFY21 QoQ(%) FY19 FY20 FY21|FY22E FY23E
Premium (NEP) 2706 2324 164 2616 34 838 940 100.1| 1375 156.4
Operating profit 2,01 564 (64.2) 443 (546) 162 172 206| 193 302
OP margin (%) 74 242 -1680bps 170 -950bps 194 183 205| 141 193
APAT 152 422 (64.1) 350  (567) 105 123 153| 143 224
AEPS 3.1 86  (64.1) 71 (567) 231 271 336| 290 456
P/E (%) 669 569 459| 531 338
P/B (%) 126 121 88| 76 64
ROE (%) 192 217 221 141 171
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REDUCE

CMP (as on 22 Jul 2021) INR 1,545

Target Price INR 1,250
NIFTY 15,824
KEY
CHANGES OLD NEW
Rating REDUCE REDUCE
Price INR 1,250 INR 1,250
Target

FY21E FY22E
EPS %

-21.8 +0.4

KEY STOCK DATA
Bloomberg code ICICIGI IN
No. of Shares (mn) 455
MCap (INR bn) / ($ mn) 702/9,432

6m avg traded value (INR mn) 1,032

52 Week high / low INR 1,626/1,200

STOCK PERFORMANCE (%)
3M 6M  12M
Absolute (%) 119 73 193

Relative (%) 1.1 0.8 (20.0)

Note: FY22E onwards, numbers include Bharti AXA GI's merger.
Source: Company, HSIE Research

Estimate Change

FY22E FY23E

INR bn Revised od | Revised olg  Chansee
%/bps %/ bps

Premium (NWP) 142 141 0.7 161 160 03
Premium (NEP) 137 137 07 156 156 03
COR (%) 106.9 1024 449bps 101.6 101.6 -2bps
COR (%) IRDAI 1062 1020 420bps 101.3 101.6  -28bps
APAT 14 18 (218) 2 2 0.4

Source: Company, HSIE Research

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

Promoters 51.9 51.9
FIs & Local MFs 12.0 11.7
FPIs 29.1 29.8
Public & Others 7.1 6.7
Pledged Shares Nil Nil
Source : BSE

Pledged shares as % of total shares

Krishnan ASV
venkata.krishnan@hdfcsec.com
+91-22-6171-7328

Sahej Mittal
sahej.mittal@hdfcsec.com
+91-22-6171-7325
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Bandhan Bank

Transient microcredit stress offsets core profitability

Bandhan Bank’s Q1FY22 earnings were 15% below our estimates due to higher-
than-expected provisioning, especially in the microcredit portfolio. The asset
quality deteriorated on account of disruptions from the second wave as
aggregate GNPAs spiked 140bps sequentially to 8.2%. Early delinquencies in
the EEB portfolio clocked a sharp spike (SMA-I + SMA-II at 12.5% vs. 5.3% in
Q4FY21) as Bandhan restructured ~8% of its EEB portfolio. The impairment in
EEB portfolio was visible across geographies, with the Assam portfolio
registering elevated early delinquency levels (25% in SMA-I + SMA-II). As per
management, ~56% of the Assam portfolio would be eligible for the proposed
Government scheme for the MFI sector; however, the specifics are not yet
known. Assuming no third wave, we expect the asset quality to normalise from
Q3FY22 as lockdowns ease and economic activity revives. We maintain BUY
with a target price of INR 418 (2.8x Mar'23 ABVPS). Low-cost deposit traction,
along with the bank’s strong RoE potential, underpins our constructive stance.

®  Microcredit portfolio continues to witness enhanced stress: Bandhan Bank’s
asset quality witnessed further deterioration during Q1FY22 with slippages
at ~9%, alongside a sharp increase in early delinquencies in the EEB portfolio.
The Assam portfolio remains under significant stress (GNPA: 17%; SMA-I +
SMA-II: 25%, CE at 49% in Jun’21), although the proposed government
scheme on loan wavier is likely to alleviate some stress (~56% of portfolio is
eligible for the proposed scheme, as per management). The housing portfolio
GNPA increased marginally to 3.4% and a further ~6% of the book is
restructured. Overall, collection efficiencies remained subdued at 85% in
Jun’21 and are likely to revert to normal by Q3FY22 as most of the eastern
states continued to be under a lockdown during Jul'21.

= Accelerated provisioning to shore up PCR; build COVID buffer: Non-tax
provisions increased to INR 13.8bn (~8% annualised), despite no write-offs
during the quarter. Subsequently, PCR inched up to 62% (Q4FY21: 50%),
along with an additional INR 3.2bn in COVID provisions. Assuming no third
wave, we expect the elevated credit costs to normalise by H2FY22. We build
in average loan loss provisioning estimate of 2.6% for FY22-FY23E.

= Disbursements taper off; deposits continue to build traction: AUM growth
decelerated to 8.1% YoY as disbursements clocked a ~77% sequential decline
across segments. Soft growth in borrower count (+4% YoY) and lower top-up
loan disbursements are expected to keep AUM growth muted in the near
term. Deposits grew by 28% YoY, with improving CASA ratio at 43%,
bringing down the cost of funds by ~70bps on a YoY basis.

Financial summary

(INR bn) FY%; FY%; ‘:‘2; ng Q(f’,g FY20| FY21 FY22E FY23E
NII 211 181 167% 176 203% 632 756 933 1111
PPOP 187 158 181% 173  82% 545 686 805 935
PAT 37 55 -321% 10 2621%  302| 221 372 504
EPS (INR) 23 34 -320% 06 2625% 188 137 231 313
ROAE (%) 29| 135 194 218
ROAA (%) 41 21 30 34
ABVPS (INR) 919| 903 1193 1481
P/ABV (x) 30/ 31 23 19
P/E (x) 147 202 119 88
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BUY

CMP (as on 20 Aug 2021) INR 278

Target Price INR 418
NIFTY 16,451
KEY
CHANGES OLD NEW
Rating BUY BUY
Price Target INR 418 INR 418

FY22E FY23E
EPS %

0% 0%

KEY STOCK DATA
Bloomberg code BANDHAN IN
No. of Shares (mn) 1,611
MCap (INR bn) / ($ mn) 448/6,020

6m avg traded value (INR mn) 2,485

52 Week high / low INR 431/251

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) G4) (175)  (3.6)

Relative (%) (163) (262) (46.9)

Source: Company, HSIE Research

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

Promoters 40.0 40.0
FIs & Local MFs 155 154
FPIs 34.9 35.4
Public & Others 9.6 9.1
Pledged Shares 0.0 0.0
Source : BSE

Pledged shares as % of total shares
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Deepak Shinde
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+91-22-6171-7323

Punit Bahlani
punit.bahlani@hdfcsec.com
+91-22-6171-7354

Page | 41



HSIE Results Daily

Cholamandalam Investment and Finance Company

Transient surge in stress book

Chola’s Q1FY22 earnings disappointed our forecasts on account of elevated
provisioning (~3.4% of AUM, annualised). The aggregate stressed portfolio
(GS-II + GS-III) doubled sequentially to 21% as the pandemic disrupted
collections and recoveries. Disbursements remained muted (~55% down
QoQ), leading to muted AUM growth of 7% YoY. A sharp spike in stress pool
led to elevated provisioning, although the coverage ratio across buckets
declined sequentially (PCR at 36%). With early trends in June and July
reflecting a better collection environment, management has indicated FY22
provisioning to be near equal to that of FY21, implying medium-term reversal
of impairments. We believe that the spike in impairment is transient, which
does not disturb our medium-term thesis of Chola as a potential 18-20% RoE
franchise. Maintain BUY with a target price of INR 613 (4.1x Mar'23 ABVPS).

® Robust operating performance: Chola reported strong NII/PPOP growth of
35%/56% YoY, largely on the back of sustained yields, cost of funds
tailwinds, and operating efficiency. NIMs were steady at 7.6% as tailwinds
from funding costs continued to accrue (100bps/20bps decline YoY/QoQ).
The cost-to-income ratio improved to 27% (Q1FY21: 35%) on the back of
lower business momentum and incremental efforts at improving cost
efficiency.

= Sequential spike in stress; expect moderation by end-FY22: Chola reported
GS-II/GS-III at 14%/6.8%, a steep sequential spike from 6.2%/4% respectively
in Q4FY21. The GS-II portfolio included a restructured loan book at ~3.9% of
AUM. CIFC has provided short-tenure moratorium to its customers opting
for restructuring. With relatively lower presence in HCV segment and a
large-fleet operators segment, the management expects recent trends in
collections and recoveries (witnessed during Jun-Jul'21), to help normalise
early-bucket delinquencies and credit costs during FY22. ~80% of customers
in GS II+III buckets have been paying their current month dues to the
company. The home equity segment GNPA increased to 8.9% (Q4FY21:
7.3%), while a further 3% of portfolio has been restructured. Our forecasts
currently build in cumulative provisioning of ~2.4% during FY22-FY23E.

" Weak disbursement run rate in a muted economic environment: Chola’s
disbursements dropped steeply by ~54% QoQ after having exhibited strong
momentum during H2FY21. The decline in disbursements was seen across
categories, as the bulk of the quarter was affected by localised lockdowns.
We expect AUM growth to remain muted during FY22 and factor in growth
of 13% CAGR during FY22-FY23E.

Financial summary
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BUY

CMP (as on 2 Aug 2021) INR 526
Target Price INR 613
NIFTY 15,885
changrs O NEW
Rating BUY BUY
Price Target INR 613 INR 613
FY22E FY23E
EPS %
0% 0%
KEY STOCK DATA
Bloomberg code CIFCIN
No. of Shares (mn) 820
MCap (INR bn) / ($ mn) 432/5,808

6m avg traded value (INR mn) 2,680

52 Week high / low INR 601/197

STOCK PERFORMANCE (%)
3M  6M  12M
Absolute (%) (79) 199 160.0

Relative (%) (16.6) 145 116.6

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

1 1 YoY 4 0
(INR bn) FYZ% FYZ? %  FY 2% Q (0/3 FY20 FY21P| FY22E FY23E
NI 127 94 348 125 14 353 465 529 570
PPOP 9.9 64 558 83 19.9 248 336 399 427
PAT 33 43 (242 24 344 105 15.1 231 247
EPS (INR) 40 53  (24.3) 3.0 345 12.8 185 282 302
ROAE (%) 147 17.1 218 194
ROAA (%) 1.7 22 3.0 2.8
ABVPS (INR) 842 982 1234 1492
P/ABV (x) 62 54 43 35
P/E (x) 410 285 187 174

Source: Company, HSIE Research

Promoters 51.6 51.6
FIs & Local MFs 22.8 21.2
FPIs 16.5 18.9
Public & Others 9.1 8.3
Pledged Shares 0.0 0.0
Source : BSE

Pledged shares as % of total shares
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AU Small Finance Bank

Priced to perfection; no room for disappointment

AUBANK'’s earnings were ~15% below our expectations on account of lower fee
income and higher provisioning. Asset quality deteriorated, largely due to the
second wave of the pandemic after a sharp disappointment in Q4FY21.
Slippages were at 3.3%, relatively lower than FY21 (4.1%), with restructured
portfolio at about 4% of loans and SMA-I + SMA-II book stable at ~7%.
Disbursements were muted largely on account of sluggish trends in the MSME
segment. The bank has revamped its digital product offerings, along with
launch of credit cards, implying higher investments over the coming quarters.
With the customer franchise (ex-wheels) largely in the investment mode and
vulnerable to economic shocks, muted growth outlook in the near-term, and
foray into new asset classes (retail unsecured credit), we argue that the current
valuations (>5x Mar’'23 ABVPS) are demanding and leave little room for any
disappointment. We downgrade AUBANK to REDUCE with a target price of
INR 1,046.

® In-line operational performance: AUBANK reported strong NII growth of
40% YoY, driven by funding cost tailwinds (90bps compression on a YoY
basis) and a strong 22% YoY growth in AUM. Disbursement run-rate declined
significantly (59% lower than FY21 average), predominantly due to the MSME
segment, leading to lower fee income, dragging YoY PPOP growth to 1.3%.
Liability franchise continued to make steady progress with average CASA
ratio at 26% (Q4FY21: 22.5%).

® Marginal sequential deterioration in asset quality: Considering the macro
environment during the quarter, AUBANK's asset quality held up relatively
well compared to peers, with slippages at ~3.3% (annualised) and another
~2% of portfolio restructured during the quarter. PCR declined marginally to
49% (FY21: 50%), as nearly the entire provisioning was allocated towards
restructured assets and standard assets. Wheels/REG GNPA increased to
5.9%/5.3%, while SME/MSME GNPA declined marginally to 18%/4.2%. While
the collection efficiency improved during Jun-Jul21, we believe this cannot
be straight-lined in the current macro environment, especially given
AUBANK'’s aggressive foray into the credit cards business.

= Near-term challenges at odds with a lofty valuation: AUBANK’s foray into
credit cards and other new segments are likely to be a drag on its operating
efficiency, even as the franchise invests in new growth avenues. The bank’s
historically-low LGDs were driven by its secured asset portfolio (wheels in
particular), which is unlikely to sustain in the case of unsecured businesses.
We also highlight that AUBANK's ability to deliver profitability at scale is yet
to be proven outside of the wheels business. We downgrade the stock to
REDUCE with a revised TP of INR 1046 (4.3x Mar'23 ABVPS).

Financial summary

(INR bn) F\?Z% F;g 1(/(% F;ﬁ Q(‘f,g FY20  FY21| FY22E FY23E
NII 7.2 52 404% 66 104% 191 237 292 360
PPOP 45 45  13% 37 207% 120 216 181 219
PAT 20 20 12% 17 203% 67 117 85 112
EPS (INR) 6.4 65 -14% 55 180% 222 375| 273 360
ROAE (%) 179 20| 127 146
ROAA (%) 18 25 15 17
ABVPS (INR) 1368  1768| 2011 2421
P/ABV (x) 9.1 7.0 62 5.1
P/E () 562 332| 456 347
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REDUCE

CMP (as on 6 Aug 2021) INR 1,249

Target Price INR 1,046
NIFTY 16,238
KEY
CHANGES OLD NEW
Rating ADD  REDUCE
Price Target INR 1,046 INR 1,046

FY22E FY23E
EPS %

0% 0%

KEY STOCK DATA
Bloomberg code AUBANKIN
No. of Shares (mn) 313
MCap (INR bn) / ($ mn) 391/5,250

6m avg traded value (INR mn) 1,746

52 Week high / low INR 1,356/616

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 305 272 69.5

Relative (%) 19.6 202 268

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

Source: Company, HSIE Research

Promoters 28.5 28.4
FIs & Local MFs 21.7 224
FPIs 35.3 35.1
Public & Others 14.5 14.0
Pledged Shares 0.0 0.0
Source : BSE

Pledged shares as % of total shares
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Shriram Transport Finance Company

Cumulative stress on par with bellwether peer

Shriram Transport Finance (SHTF) disappointed our expectations largely on
account of elevated provisioning (~5% of AUM, annualised) to shore up its
GS-III PCR to 44% (FY21: 42%). Although the stressed pool (GS-II + GS-III)
rose to 22% of loans (+375bps sequentially), largely on account of pandemic-
led operational disruptions, the overall stressed portfolio now appears to be
on par with that of bellwether vehicle financier CIFC. SHTF surprised
positively on disbursements at INR 12.7bn (~104% of pre-COVID levels),
almost entirely towards used CVs. With the current stock of provisions at
7.5% of AUM (FY21: 6.8%), we expect normalised provisioning from H2FY22
on the back of resumption of economic activity and improving collections and
recoveries. Having raised growth capital during Q1FY22, SHTF is well placed
to capture the cyclical turn in the used CV segment. Maintain ADD with a
target price of INR 1,462 (1.5x Mar’23 ABVPS).

" Muted P&L performance, CoF tailwinds yet to accrue: SHTF reported
muted NII growth (+8% YoY), with subdued NIMs at 6.4% (Q4FY21: 6.8%).
The benign funding environment is yet to reflect in cost of funds benefit for
SHTF (~4bps decline on YoY basis). The rundown of surplus liquidity (~14%
of AUM), combined with the repricing of liabilities, is likely to reflate
margin by up to ~40bps. The company reported strong other income of INR
1.7bn (largely securitization-related), driving YoY PPOP growth of 12%.

= Overall stress at par or better than peers; provisions to moderate: SHTF
reported GS-II/GS-III at 14.5%/8.2% (FY21: 11.9%/7.1%) - the GS-II portfolio
included a restructured loan book at ~0.8% of AUM. While the build-up of
stress (+375bps) was less steep compared to its peers (CIFC/MMES at
+1,066bps/1,332 bps), the aggregate stress pool of SHTF now appears to be
on par with CIFC (21%) and favourable compared to MMFS (35%). The
company wrote off INR 3.6bn (1% annualised). SHTF shored up its GS-1I/111
provisioning to 10%/44% (Q4FY21: 9.7%/42%) with incremental surplus
provisioning towards the PV segment, where the impairment is expected to
be higher than the used CV segment. With build-up of provisioning buffer,
we expect normalisation of credit costs, going forward, if the projected third
wave of the pandemic is averted.

= Disbursements surprise positively on the backlog: SHTF’s disbursements
during Q1FY22 were at INR 127.3bn (~104% of pre-COVID levels), driven
primarily by sanctions from earlier quarters. While the HCV segment
continues to remain sluggish, the management indicated pent-up demand in
LCV and PV segments. We built in conservative AUM growth of 8.8/9.3% in
FY22/23E, as we await sustainable signs of recovery in economic activity.

Financial summary
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CMP (as on 30 July 2021) INR 1,390

Target Price INR 1,462
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KEY STOCK DATA
Bloomberg code SHTF IN
No. of Shares (mn) 267
MCap (INR bn) / ($ mn) 371/4,988

6m avg traded value (INR mn) 3,510

52 Week high / low INR 1,535/556

STOCK PERFORMANCE (%)
3M o6M 12M
Absolute (%) 3.3 76 103.3

Relative (%) “4) (60) 640

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

(INR bn) F;z% F;ﬁ 1;'()2)/ F; 2Q1 Q:,g FY20 FY21P| FY22E FY23E
NII 198 184 79 212  (63) 802 809 8.1 9.1
PPOP 167 150 120 166 08 623  640| 673 739
PAT 17 32 (46.9) 75 (775) 250 249 331 374
EPS (INR) 64 141 (549) 298 (787) 1103  983| 1240 1402
ROAE (%) 148  126| 137 131
ROAA (%) 28 20 25 0
ABVPS (INR) 533.0 6624 8244  960.5
P/ABV (x) 7% 21 17 14
P/E (x) 126 141 112 9.9

Source: Company, HSIE Research

Promoters 26.5 25.1
FIs & Local MFs 6.9 11.7
FPIs 61.0 57.5
Public & Others 5.6 57
Pledged Shares Nil Nil
Source : BSE

Pledged shares as % of total shares
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Max Financial

Miss on margin; compounding story intact

While MAXL printed better-than-expected APE (+5% vs. estimates; two-year
CAGR: 13%), the VNB margin, at 19.7% (+260bps YoY), missed the estimate due
to lower share of protection business and higher fixed cost absorption. COVID-
19 claims were 1.9x the level in FY21; however, these were within the
anticipated loss reserves created in Q4FY21. Given the company’s focus on
raising its share of protection business coupled with better fixed cost
absorption for the rest of FY22, we expect it to deliver a VNB margin of ~25% in
FY22. We expect APE/VNB CAGRs of 14.4/15.1% over FY21-23E and operating
RoEVs at ~20-21% for FY22/23E. We retain our ADD rating with a TP of INR
1,180 (Mar-22E EV + 22.6x FY23E VNB less group level expenses).

Q1FY22 highlights: The total APE was 5% ahead of the estimate at INR 8.8bn
(two-year CAGR 13%). The share of protection in the mix moderated to 19%
as individual protection declined 10% YoY (strong base in Q1FY21) and the
demand for pure term protection tapered off vs. Q1FY21. Group credit
protect grew 10x YoY (on a weak base) as disbursements picked up across
partners. The share of NPAR increased to 27%, while ULIP revived to 37%
as customers returned to market-linked products. The miss on VNB margin
(-434bps vs. estimate), at 19.7% (+260bps YoY), was partly on account of
higher fixed cost absorption (~10% of full-year) while partly due to lower
share of protection business in the mix.

Spike in claims and upward repricing: While the share of banca channel
continues to increase (+800bps YoY) to 70%, growth in proprietary channel
was soft at 7% YoY. Against the COVID-19 reserves of INR 5bn as of Mar21,
net COVID-19 claims came in at INR 2.34bn (1.9x FY21 claims), and the
company still carries INR 2.7bn additional reserves to cover late reporting
of claims. Against this backdrop, the company has taken price hikes in the
range of 4-8% in retail protection plans and much higher in the group life
plans during Jul“21, driven by price hardening by the reinsurer. Persistency
improved 100/200bps (on YoY basis) across 131/61st month. EV was clocked
in at INR 122.9bn (+15% YoY).

MAXF-AXSB deal update: An application has been filed with the IRDAI for
acquiring the balance stake (~5.17%) of MSI in Max Life at INR 85/share. The
management expects this transaction to close in Q3FY22.

Financial Summary

(INR bn) FY%; FY%; 1;52)( FY%‘; Q(‘f,g FY19 FY20| FY21P FY22E FY23E
NBP 124 90 379 258 520 516 558 683 776 882
APE 88 66 324 192 544 395 415 496 573 648
VNB 172 113 522 461 627 86 90| 125 143 165
VNBMargin (%) 197 171 256bps 240 -439bps 217  216| 252 250 255
EV 897  998| 1183 1414 167.1
MCap/EV (x)* 58 39| 39 32 27
P/Adj. VNB (x)* 669  432| 286 236 190
ROEV 24  203| 186 208 204
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KEY STOCK DATA
Bloomberg code MAXEF IN
No. of Shares (mn) 345
MCap (INR bn) / ($ mn) 366/4,925

6m avg traded value INRmn) 1,184

52 Week high / low INR 1,148/515

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 157 299 100.3

Relative (%) 48 241 583

SHAREHOLDING PATTERN (%)

*Refers to implied P/VNB. EV adj for a stake in Max Life.
Source: Company, HSIE Research

Mar-21 Jun-21
Promoters 17.0 14.7
FIs & Local MFs 26.4 25.7
FPIs 23.1 26.3
Public & Others 33.6 33.2
Pledged Shares 14.4 9.2
Source : BSE
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GIC Reinsurance

Inherently weak franchise continues to bleed

Despite being India’s largest reinsurer, GICRE continues to incur significant
underwriting losses (Q1FY22 combined ratio at 126.8%). The franchise
continued to bleed on account of COVID claims, resulting in COR clocking a
six-quarter high and post-tax losses coming in at INR 10.4bn (vs. APAT at INR
19.4bn in FY21). We raise our CORs for FY22/23E by 394/190bps to factor in
higher claims ratio, low-quality business, and lower investment yields in
FY22E. We remain cautious on GICRE and maintain REDUCE with a reduced
target price of INR 166 (0.6x FY23E P/ABV less 10% discount for an additional
10.8% stake to be sold by the Gol).

" Q1FY22 highlights: NEP missed our expectations (-27 % vs. estimates) at INR
111bn, as crop and health segments degrew 33/26% YoY, partly offset by
strong growth in motor (+46% YoY). The calculated combined ratio shot up
significantly to a six-quarter high at 126.8% (+2,100bps QoQ), and was
higher than estimates as ICR rose to 107.4%. The primary reason for the
adverse loss ratio was a significant rise in COVID claims across the economy
in the second wave and deteriorating loss ratios in health and life segments.

® Elevated loss ratios on account of COVID claims: The loss ratios were
elevated in health (169% COR) and life (340% COR) segments due to a surge
in claims and additional provisioning by the management for unreported
COVID claims. GICRE has brought into effect price hikes of ~400-500% on an
average in the one-year group renewable term business and a marginal hike
in the retail term business in anticipation of higher claims.

®  Despite the price hikes mandated in FY21, the property segment (19% of
NWP) continues to witness high CORs (121%) as the company has
additionally provided INR 5.5bn towards two cyclones (Yaas and Tauktae),
further depressing the loss ratios. The motor segment witnessed lower loss
ratios on account of lower motor traffic and conservative provisioning in
earlier quarters. Investment income was 33% below estimates as the company
booked lower capital gains, further pushing losses before tax to INR 10.4bn
(vs. estimated APAT at INR 6.8bn).

Quarterly financial summary

(INR bn) Q1FY22 Q1FY21 YoY(%) Q4FY21 QoQ(%) FY19 FY20 FY21| FY22E FY23E
Premium (NEP) 1111 136.6 -18.6 76.0 463 3825 4435 399.8| 419.2 4815
COR (%) 126.8 112.9 1387bps 105.8 2100bps 1055 114.8 1125/ 111.8 105.9
APAT -10.4 -5.0 NM 128  -181.4 27.6 2.7 194 7.4 21.7
Growth (%) -12.3  -109.9 NM| -62.1 1945
AEPS -5.9 2.8 NM 73  -1814 15.7 -1.6 11.1 42 12.3
P/E (x) 9.4 NM 13.3 35.1 11.9
P/ABV (x) 0.6 0.7 0.6 0.5 0.5
Adj. ROE (%) 69 -288 27.2 9.1 10.5

Source: Company, HSIE Research
Estimate Change

FY22E FY23E

INR bn Revised Ol1d Cohange Revise( Old Chan,

%/bps %/ bp
Premium (NWP) 444 456 (2.8) 499 502 0.5)
Premium (NEP) 419 438 (4.3) 482 484 (0.5)
Cal. COR (%) 111.8 107.9 394bps 105.9 104.0 190bps
APAT 7 14 (49.2) 22 28 (21.3)
Investment book 1,060 963 10.1 1,026 1,005 2.1
RoE (%) 9.1 8.8 34bps 10.5 112 -72bps

Source: Company, HSIE Research
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Bloomberg code GICRE IN
No. of Shares (mn) 1,754

MCap (INR bn) / ($ mn) 259/3,474
6m avg traded value INRmn) 264
52 Week high / low INR 244/115

STOCK PERFORMANCE (%)

3M 6M 12M
Absolute (%)  (24.8) (28.1) 2.8
Relative (%) (35.6) (36.9) (40.5)

SHAREHOLDING PATTERN (%)

Mar-21  Jun-21

Promoters 85.8 85.8
FIs & Local MFs 11.6 11.4
FPIs 0.6 0.8
Public & Others 2.1 2.0
Pledged Shares Nil Nil
Source : BSE
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Nippon Life India Asset Management

Improving performance to drive flows

Revenue was 3.1% below the estimate as a consequence of pressure on revenue
yields. NAM has been able to stabilise its market share in the high-margin
equity segment at 7% over the past two quarters. We expect it to focus on
improving performance to continue recouping its lost market share.
Additionally, we expect the company to benefit from increased credibility to
raise HNI/institutional capital. Driven by cost optimisation, we expect NAM to
deliver an FY21-23E revenue/NOPLAT CAGRs of 15.5/24%. We raise our TP
multiple to 38x Mar-23E EV/NOPLAT to build in the cyclical uptick in equity
flows and maintain our ADD rating on the stock with an increased target price
of INR415. The stock is currently trading at FY22E/23E EV/INOPLAT of 44.7/37.0
and P/E of 38.3/32.2x.

®  1QFY22 highlights: Revenue was marginally below the estimate at INR
3.02bn (+30%Y0Y). Revenue yields witnessed a sharp sequential decline of
2.5bps to 50.3bps despite the share of equity remaining stable in the mix. The
SIP book was weak as NAM's SIP market share dipped by a further 135bps
sequentially to 6.7%. Admin/operating costs were significantly lower than
estimates on account of reduced mobility and the management’s conscious
attempts at cost rationalisation, resulting in a core operating profit of INR
1.7bn (two-year CAGR at 7.9%). Recovery in equity markets resulted in
treasury gains of INR 670mn and drove APAT to INR 1.82bn (+16% YoY).

® Con call key takeaways: The management attributed the following as
primary reasons for pressure on yields: (1) shifting portfolio mix towards low-
yielding ultra-short-term and low-duration schemes within the fixed income
portfolio, (2) lower TERs in higher AUM slabs, and (3) higher trail on the new
book. While it is looking to address its equity performance through
diversification, most equity schemes are in the top two quartiles. Within debt
funds, NAM saw inflows of INR 40bn, whereas the industry saw outflows of
INR 15bn. It launched one ETF NFO in the quarter.

Financial Summary
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KEY STOCK DATA
Bloomberg code NAM IN
No. of Shares (mn) 618
MCap (INR bn) / ($ mn) 251/3,369

6m avg traded value INRmn) 422

52 Week high / low INR 439/249

STOCK PERFORMANCE (%)

3M 6M 12M

Absolute (%) 246 203 387

Relative (%) 150 139 (3.3)

SHAREHOLDING PATTERN (%)

(INR bn) 1QFY22 1QFY21 YoY(%) 4QFY21 QoQ(%) FY19 FY20 FY2IP|FY22E FY23E Mar-21  Jun-21
Revenue 302 233 297 302 01 148 120 106| 124 142 Promoters 745 742
Operating profits 169 097 751 158 72 53 57 52| 66 8.0
OP Margin (%) 563 420 1427bps 526 367bps 358 473 489| 530 565 Fls & Local MFs 6.7 75
APAT 1.82 1.56 16.1 1.67 89 49 42 68| 66 7.9 FPIs 5.9 6.2
EV/NOPLAT (x) 636 557 572| 447 370 Public & Others 12.9 121
P/E (x) 511 611 373 383 322
ROE (%) 195 161 239 208 230 LS e AN AU
Source: Company, HSIE Research Source : BSE
Change in estimates
(INR by FY22E FY23E

Revised Old Change (%)| Revised Old  Change (%)
Revenues 124 124 0.3 142 14.0 09
EBIT 6.6 6.6 0.6 8.0 7.8 25 Krishnan ASV
EBIT margin (%) 53.3 52.8 48bps 56.7 55.9 84bps venkata.krishnan@hdfcsec.com
NOPLAT 5.0 5.0 0.6 6.0 5.9 25 +91-22-6171-7314
APAT 6.6 6.6 05 7.9 7.7 2.0
ROE (%) 20.8 207 9bps 23.0 226 38bps

Source: Company, HSIE Research
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ICICI Securities

Strong franchise in a rising tide

Pure broking revenue was in line (+4% Qo0Q), as a higher share of delivery in
the volume mix protected blended yields. ISEC has been able to stabilise its
retail market share both in the cash and derivatives segments, despite the
implementation of the third phase of peak margin norms. We are comforted by
(1) the company’s focus on gaining client share through diversified channels
and (2) increasing focus on building digital prowess. However, we remain wary
of the impact of successive phases of peak margin regulations on trading
volumes and discount brokers’ acquiring a higher client share. Given the
positive macro lead indicators (rising retail participation and list of potential
IPOs in the pipeline), we maintain our positive bias on the broking industry
and ISEC. We raise our target multiple on ISEC to 25x Mar'23 EPS (from 23x
earlier) and maintain ADD with a target price of INR 800.

®  Q1FY22 highlights: Total broking revenue, at INR 5.24bn (+4% sequentially),
was broadly in line, as the share of high-yielding cash delivery volumes
improved in the overall mix. Growth in the average MTE + ESOP book was
impressive (+41% QoQ), cushioning the cyclicality in the broking revenues.
The implementation of the third phase of peak margin requirements resulted
in the cash market share falling further 20bps QoQ (primarily in the
institutional segment); however, the share of derivative improved to 3.2%
(+30bps). Client acquisition run-rate picked up significantly to 389k (+354k in
4QFY21), predominantly through the digital channel. With a greater number
of customers routing digitally, activation rates have dipped to 71% from 84%
in 4QFY21. Although the MF distribution revenue grew 11% sequentially to
INR 736mn, the other distribution revenues were soft (-17% QoQ), as a result
of lockdown and cyclicality driving the overall distribution revenue down by
15%.

® Employee expenses were higher than our estimates but dipped 43% YoY,
benefiting from the base effect (frontloading of performance pay in the
previous year). Adjusted PAT, at INR 3.1bn (+61% YoY), missed our
estimates, on account of lower distribution revenues and higher employee
expenses.

Quarterly financial summary
1Q 10  YoY 4Q  QoQ

(INR mn) FY22  FY21 ) FY21 %) FY19 FY20| FY21P FY22E FY23E
Adj. revenues 7,453 5,460 36.5 7,393 0.8 16456 16,116| 24,304 24,499 24,284
EBITDA 4,705 2,954 59.3 4,858 -3.1 7,358 7,873| 14,364 14,068 13,678
EBITDA Margin (%) 63.1 541 904bps 657 -258bps 44.7 48.9 59.1 57.4 56.3
APAT 3,107 1,931 60.9 3,295 -5.7 4,773 5,622 10,677 10,311 10,235
AEPS 9.6 6.0 60.9 102 -5.7 14.8 175 33.1 32.0 31.8
EV/EBITDA (x) 33.8 666 19.7 195 195
P/E (x) 51.3 43.6 229 23.7 23.9
ROE (%) 50.4 49.8 70.4 2.3 45.9
Source: Company, HSIE Research
Change in estimates
FY22E FY23E

(INR mn) Revised Old Ehange Revised Old Change

% | bps % | bps
Revenues 24,499 24,178 1.3 24,284 24,112 0.7
EBITDA 14,068 13,864 15 13,678 13,629 0.4
EBITDA margin (%) 57.4 57.3 9bps 56.3 56.5 -20bps
APAT 10,311 10,098 2.1 10,235 10,046 1.9
RoE (%) 32.0 31.3 2.1 31.8 31.2 1.9

Source: Company, HSIE Research
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Rating ADD ADD
Price INR720  INR 800
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Bloomberg code ISECIN
No. of Shares (mn) 323
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Mar-21 Jun-21
Promoters 75.0 749
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Source : BSE
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LIC Housing Finance
It’s all going pear-shaped

LIC Housing Finance’s (LICHF) operating performance was significantly
below our expectations, primarily on account of higher provisioning (1.5% of
loans, annualised) and one-off in wage revision arrears (INR 1.24bn). Asset
quality continued to deteriorate across all segments, driving the total stressed
pool (GS-II+III + restructured pool) to 13.6% from 11.6% sequentially, with
disproportionate share from the developer portfolio (GS-II + GS-III at ~40%).
With overall PCR at ~34% and a negligible provision against early-bucket
assets, we believe LICHF is thinly covered. We revise our FY22E earnings
downwards by 3.3% on account of wage revision arrears expensed during the
quarter - we maintain REDUCE with a revised target price of INR 356 (earlier
INR 357) (0.9x Mar'23 ABVPS). Low provisioning buffer and increasing
competitive intensity in the core portfolio underpin our REDUCE rating.

® Increasing concerns on asset quality: LICHF reported GS-1I/GS-III of
5.4%5.9%, alongside an elevated restructured book at 2.3% during the
quarter. Impairment (GS-III) on the core retail home loans increased to 2.6%
(FY21: 1.9%), with a small restructured portfolio (INR 6.5bn, ~0.3% of loans).
While the management indicated that most of the stress is emanating from
tier 2/3 geographies and only 30% of the delinquent customers are making
negligible payments, we believe the stress is symptomatic of sub-par
underwriting across the board. The developer portfolio deteriorated further
with GS-III at ~24%, an additional ~16% of loans as GS-II and INR 47bn (2%
of loans) restructured, which suggests a portfolio going pear-shaped.

= Disproportionate yield compression offsets funding moat: NIMs
contracted 46bps sequentially to 2.2%, largely on account of yield
compression, despite significant CoF tailwinds (incremental cost of funds at
5% and weighted average cost of 6.9%). This is likely driven by increasing
competitive intensity and the company’s aggressive pricing in the core home
loan segment. We build in NIMs of 2.4% over FY22/23E.

Financial summary

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
INSTITUTIONAL RESEARCH

REDUCE

CMP (as on 30 July 2021)  INR 410
Target Price INR 356
NIFTY 15,763
EI]::I‘I{&NGES OLD NEW
Rating REDUCE  REDUCE
Price Target INR357 INR356
FY22E FY23E
EPS %
-3.3% 0.0%
KEY STOCK DATA
Bloomberg code LICHF IN
No. of Shares (mn) 505
MCap (INR bn) / ($ mn) 207/2,784

6m avg traded value (INR mn) 2,081

52 Week high / low INR 542/255

STOCK PERFORMANCE (%)
3M  6M  12M
Absolute (%) 12 37 555

Relative (%) 6.6) (99 162

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

(INR bn) 1QFY22 1QFY21 YoY (%) 4QFY21 QoQ (%)  FY20| FY21P FY22E FY23E
NI 12.8 12.2 45 15.0 (153) 482 524 589 657
PPOP 10.2 107  (47) 13.3 (23.0) 426 467 517 591
PAT 1.6 82  (80.8) 40 (61.1) 240 273 261 310
EPS (INR) 3.1 162 (80.8) 8.0 (61.1) 476 542 475 564
ROAE (%) 139%| 141% 114%  11.5%
ROAA (%) 12%| 12%  1.0%  1.1%
ABVPS (INR) 287.1| 2887 3417 3866
P/ABV (x) 143| 142 120  1.06
P/E (x) 8.6 7.6 86 7.3

Change in estimates

INR bn FY22E FY23E

Oold New Chg Old New Chg
Loan 2,533.4 2,533.4 0.0% 2,828.2 2,828.2 0.0%
NIM (%) 24 24 0 bps 23 255 0 bps
NII 58.9 58.9 0.0% 65.7 65.7 0.0%
PPOP 5249 sy -2.3% 5.1 591 0.0%
PAT 27.0 26.1 -3.3% 31.0 31.0 0.0%
ABVPS (INR) 349.7 341.7 -2.3% 394.6 386.6 -2.0%

Source: Company, HSIE Research

Promoters 40.3 40.3
FIs & Local MFs 16.8 15.6
FPIs 28.2 28.8
Public & Others 14.7 15.3
Pledged Shares 0.0 0.0
Source : BSE

Pledged shares as % of total shares
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Mahindra & Mahindra Financial Services

Portfolio stress peaking out

MMES disappointed our expectations with a loss of INR 15.3bn, on account of
higher provisions (up 2.3x YoY) at INR 28.2bn, which was the outcome of an
inflated stress pool of 35% (GS-II at 19.4% and GS-III at 15.5%). Asset quality
deteriorated as collections and disbursements were significantly impacted by
the second wave, as witnessed across other lenders. We revise our FY22/23E
forecasts downwards by 14.4/3.3%, factoring in higher credit costs and interest
reversals. However, gradual normalisation of portfolio stress, sponsor-backed
funding cost advantage, and inexpensive valuation underpin our ADD rating
with a revised TP of INR 177 (earlier INR 183), implying 1.2x Mar'23 ABVPS.

= Portfolio stress peaking out: MMFS reported GNPAs of 15.5% and a GS-II
portfolio (including restructured loans of 2.8%) at 19.4%, taking the total stress
book to 35%, reflecting the difficulties in physical collection and the need for
rural customers to hoard liquidity. The management commentary suggests
that the stress is transient as (a) 75% of GS-II loans have exhibited significant
repayment activity and (b) a meaningful proportion of NPAs have paid up
50% of their outstanding loans. As the macro environment situation
normalises, MMES is likely to migrate to 35-40% PCR (in line with its historical
LGDs) and, accordingly, witness significant provision reversals over the next
three quarters. We build in GNPAs of 12% and 9% for FY22E and FY23E
respectively - we also build in credit costs of 3.2/2.7% in FY22/FY23E.

= AUM growth to rebound in H2FY22: Disbursals de-grew 35% sequentially (up
42% YoY due to a low base). Tractor disbursements have continued to lose
traction (clocking below-industry growth rate) over the past couple of quarters
on account of a high share of commercial tractors. We continue to build in an
AUM CAGR of 10.7% over FY22-23E, likely to be back-ended towards H2FY22,
led by tractors (17% of AUM), pre-owned vehicles (12%) and Auto — M&M

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
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ADD

CMP (as on 27 July 2021)  INR 148
Target Price INR 177
NIFTY 15,746
EI]::IT&NGES OLD NEW
Rating ADD ADD
Price Target INR183 INR177

FY22E FY23E
EPS %

-14.4% -3.3%
KEY STOCK DATA
Bloomberg code MMEFS IN
No. of Shares (mn) 1236
MCap (Rs bn) / ($ mn) 183/2,457
6m avg traded value (Rs mn) 1,844
52 Week high / low INR 224/113

STOCK PERFORMANCE (%)

3M
Absolute (%)

Relative (%)

6M
(10.2) (13.8)

(17.7) (24.7)

12M
15.0

(23.6)

(29%). SHAREHOLDING PATTERN (%)
Financial summary Mar21  Jun-21
(INR bn) 1QFY22 1QFY21 YoY (%) 4QFY21 QoQ (%) FY20| FY2IP FY22E FY23E| | promoters 500 509
NII 11.2 13.4 (16.6) 14.7 (24.0) 51.1 55.3 57.7 68.8

FIs & Local MFs 15.7 17.5
PPOP 7.5 10.4 (28.3) 10.6 (29.2) 34.0 41.5 41.6 48.3
PAT (15.0) 16 NA 05 NA 9.1 33 113 175| | FPIs 202 17.9
EPS (INR) (12.4) 25 NA 12 NA 147 27 92 142| | Ppublic & Others 12,0 124
ROAE (%) 8.1% 2.5% 75%  10.7%
Pledged Shares 0.0 0.0
ROAA (%) 1.3% 0.4% 1.4% 2.0%
ABVPS (INR) 120.2 99.7 954  132.8| | Source:BSE
P/ABV (x) 1.2 1.5 1.6 1.1 Pledged shares as % of total shares
P/E (x) 10.0 55.4 16.1 10.4
Krishnan ASV
Change in estimates venkata.krishnan@hdfcsec.com
INR bn FY22E FY23E +91-22-6171-7314
Old New Chg 0Old New Chg
Loan 891.0 891.0 0.0% 1,000.8 1,000.8 0.0% Deepak Shinde
NIM (%) 7.0 6.8 -20 bps 73 73 2bps | deepak.shinde@hdfcsec.com
NII 59.4 57.7 -2.9% 69.0 68.8 -0.3% +91-22-6171-7323
PPOP 42.6 41.6 -2.5% 48.0 48.3 0.6%
PAT 132 11.3 -14.4% 18.1 17.5 33% | Punit Bahlani
ABVPS (INR) 108.4 95.4 -11.9% 124.4 132.8 6.8% punit.bahlani@hdfcsec.Com

Source: Company, HSIE Research
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Federal Bank

Benefits of a prudent, solid and secured portfolio

Despite a 12% beat on PPOP led by higher other income, Federal Bank (FB)
disappointed on earnings (20% below estimates) due to higher-than-expected
provisioning. The lack of provisioning buffer reflected in higher provisioning
(2%) in Q1FY22 to cushion the second wave impact on the portfolio with
annualised slippages at ~2% and a restructured book at 1.9% (Q4FY21: 1.2%).
The COVID-restructured portfolio primarily comprises secured loans (home
loans, LAP and gold loans contribute to nearly 2/3r of the portfolio) and offers
comfort on loss given default (LGDs). FB’s partnerships with FinTechs in the
retail business (with neo-banks, payments firms, and merchant acquirers) offer
early-stage, medium-term catalysts for higher productivity (business growth)
and greater efficiencies (profitability). We maintain BUY with a TP of INR98.

® Operating performance driven by treasury income, recoveries: FB reported
strong PPOP growth (+22% YoY) on the back of strong other income growth
(+33% YoY), led by treasury gains and recovery from a corporate account.
Funding cost tailwinds (25 bps sequentially) partly offset yield compression to
support NII growth at 9% YoY, with NIM at 3.15%. The loan book grew +7%
YoY, driven by retail (+15% YoY) and agri (+23% Yo0Y) segments.

= Asset quality stable in adverse times: FB’s asset quality witnessed marginal
deterioration and is likely to be mirrored by other lenders in this challenging
environment. GNPA inched up marginally to 3.5%, while the restructured
portfolio was at 1.9% of loans (+70bps sequentially). Incremental slippages
were largely from the non-corporate portfolio (SME: 5%; Agri: 4%), while
restructuring was largely centred on housing (3.7%), (LAP: 7.3%) and SME
(2.5%). The higher-than-expected provisioning (~2%) kept PCR stable at ~66%,
with ~15% provisioning on restructured portfolio. Given the nature of
impairment (largely secured) and the existing stock of provisions, we see FB
outperforming on eventual loan losses and mean reverting to normalised
credit costs relatively quicker than its larger peers.

® Building new growth avenues; bolstering FinTech partnerships: On the back
of a strong liability franchise and a granular loan book, FB continues to focus
on new avenues of growth to boost its profitability. The credit card business
(launched for employees and ETB customers) is likely to resume onboarding
new customers within 6-8 weeks of integrating with the alternative switch
partner. A couple of FB-partnered neo-banks (Jupiter and epifi) have gone live
and are expected to scale up. Its other partner BharatPe (~4mn merchants
onboarded in tie-up with FB) offers its large customer and merchant base for
cross-selling, which would improve profitability, going ahead.

Financial summary
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Price Target INR 98 INR 98
FY22E FY23E
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0% 0%
KEY STOCK DATA
Bloomberg code FB IN
No. of Shares (mn) 1,995
MCap (Rs bn) / ($ mn) 170/2,294
6m avg traded value (Rs mn) 2,115
52 Week high / low INR 93/45
STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 185 199 484
Relative (%) 9.0 103 9.5

SHAREHOLDING PATTERN (%)

(INR bn) 1QFY22 1QFY21 YoY (%) 4QFY21 ?‘/:? FY20| FY21 FY22E FY23F
NII 14.2 130 9.4% 142 -0.1% 465 553 63.1 711
PPOP 11.4 93  21.8% 89  28.3% 320/ 379 437 474
PAT 37 40  -8.3% 48 -23.1% 15.4 159 221 258
EPS (INR) 18 20 -9.0% 24 -23.1% 7.7 8.0 10.5 12.1
ROAE (%) 11.1 10.4 12.6 12,6
ROAA (%) 0.9 08 1.0 10
ABVPS (INR) 64.8 727 827  94p
P/ABV (x) 13 12 1.0 0p
P/E (x) 11.0 10.7 8.1 7.1

Source: Company, HSIE Research

Dec-20 Mar-21
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Public & Others 322 32.1
Pledged Shares = =
Source : BSE
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Computer Age Management Services

Miss on core earnings

Revenue/PAT missed estimates by 5% each, clocking in INR 2bn / INR 0.63bn,
as yields continued to compress, and paper-based transactions were muted in
Apr/May-21. With market leadership in the duopoly RTA market (71.2% share
of the MF MAAUM including FT AMC), CAMS is a proxy to India’s growing
asset management industry. Significant entry barriers coupled with customer
stickiness places the firm in a uniquely advantageous position. We expect FY21-
23E revenue and operating profit (OP) CAGRs of 15/20%, which is expected to
be driven by buoyant equity flows and increasing contribution from nascent
businesses i.e., payments, AIF, and insurance. We value CAMS at 36x FY23E
EV/NOPLAT + Mar-22 cash and investments and retain our REDUCE rating
with a target price of INR2,030, because of steep valuations. The stock is
currently trading at FY22E/23E EV/NOPLAT of 62.9/55.6x and P/E of 61.0/53.4x.

Q1FY22 highlights: Revenue was 5% lower than our estimates at INR 2bn
(flattish sequentially), owing to (i) compression in blended yields as a result
of telescopic pricing and (ii) sluggish volumes in the chargeable paper-based
transactions during Apr-May’21 from office shutdowns and lockdowns. As a
result of offices staying closed for the first two months, operating and other
expenses were 13% lower than estimates, resulting in a core operating profit
of INR 805mn (+5% QoQ, 6% miss on estimates). Lower-than-estimated
treasury income, at INR 45mn (+9% QoQ), resulted in an APAT of INR 632mn

(+5.2% QoQ).

Revenue yields under pressure: CAMS” MF Q1FY22 AAUM market share
rose 10bps to 69.6% (ex-FT AAUM), resulting in MF AAUM at INR 23.1trn.
Despite the share of equity improving in the mix (+84bps QOQ), derived
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CMP (as on 11 Aug 2021) INR 3,109
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Changes O NEW
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Bloomberg code CAMS IN
No. of Shares (mn) 49
MCap (INR bn) / ($ mn) 152/2,040

6m avg traded value (INR mn) 710

52 Week high / low INR 3,742/1,260

MEF revenue yields contracted 0.05bps sequentially, indicating sustained

pressure on yields. The non-asset-based revenue dipped 9% sequentially as
the number of paper-based transactions was soft amidst restricted mobility.
FT AMC’s operations have begun with rebadged staff and revenue is
expected to accrue from Q3FY22 onwards. The company anticipates Central
Record-keeping Agency (CRA) business to go operational by Q4FY22.

Financial Summary

STOCK PERFORMANCE (%)
3M oM 12M
Absolute (%) 335 571 -

Relative (%) 26 513 -

SHAREHOLDING PATTERN (%)

(INR bn) FY%; FY% 1;32; 1932? Q(‘;S FY19 FY20 FY21| FY22E FY23E
Revenues 20 15 354 20 07 69 70 71| 85 94
Operating profits 0.8 04 1093 0.8 4o 2.0 2.3 24 Sl 3'5
OP margin (%) 400 259 1414bps 384 160bps 290 327  347| 370 376
NOPLAT 06 03 1033 06 50 13 16 18| 23 26
APAT 06 04 549 06 52 14 18 21| 25 28
EV/NOPLAT (x) 1140 924  811| 629 556
P/E (x) 1067 859 740 610 534
ROE (%) 322 361 389| 446 436

Source: Company, HSIE Research

Mar-21  Jun-21
Promoters 31.0 31.0
FIs & Local MFs 22.0 19.8
FPIs 240 25.1
Public & Others 23.0 24.1
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Source : BSE
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Motilal Oswal Financial Services

Weak quarter; miss across most fronts

Pure broking revenues were in line with estimates but lower distribution
revenues (-2% QoQ) disappointed, driving capital markets APAT to INR
899mn (-2% QoQ). On the positive side, cash market share stabilised for the
first time in four quarters. AMC’s APAT de-grew 44% sequentially to INR
418mn on the back of lower yields accruing from higher share of passives and
certain one-offs during Q4FY21. A significant MTM gain (INR 0.9bn) resulted
in MOFS (ex. MOHFL) APAT clocking in at INR 2.1bn (-4% YoY). We tweak
our estimates to factor in lower yields and subdued growth in distribution
AUM. We retain REDUCE with a revised TP of INR 885 (15x/25x Mar-23E
Broking/AMC APAT, + 0.7x/0.5x for Mar-23E treasury/ MOHL).

®  QI1FY22 highlights: AMC (ex-WM): Adjusted PAT disappointed at INR
418mn (-44% QoQ) due to lower yields in the MF business (shift in mix
towards passives) and certain one-offs in Q4FY21. MOAMC saw net inflows
of INR 5bn with most of the flows being skewed towards passive schemes
(net flows in MF/alternates at INR +7bn/INR -2bn). Management highlighted
that the lack of upfront commission on PMS products has resulted in
distributors pushing AIF products. Capital markets (in. WM) continue to
report superlative PAT of INR 899mn (-2% QoQ), albeit lower than our
estimates as distribution revenues declined 2% sequentially. While broking
ADTVs dipped 3% QoQ, the improving share of cash in the mix resulted in
better blended yields, driving pure broking revenues +3% sequentially.
Treasury reported MTM gain on investments of INR 0.9bn (vs. estimated
INR 1.1bn) on the back of improvement in the equity markets. MOHFL
disbursements remained muted at INR 0.9bn/quarter (+2.8xYoY) on the back
of the lockdown in Q1. NNPA shot up to 3.3% (+180bps QoQ).

®  OQOutlook: While we expect net flows for the AMC business to remain
positive in FY22E on expectation of a buoyant flows environment, potential
COVID 3.0 poses a risk to net inflows. While broking volumes have
remained largely unaffected (ex-futures) by the third phase of peak margin
norms, we expect moderation in full-year volumes, given that FY21 was a
year of high volatility.

Financial Summary: MOFS (ex-MOHL)
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(INR bn) QIFY22 Q1FY21 YoY(%) Q4FY21 QoQ(%)  FY20 FY21P| FY22E FY23E
Revenue 708 559 267 956  (26.0) 13.9 293 236 243
EBITDA 308 267 154 537  (42.6) 23 147 8.9 8.7
EBITDA Margin (%) 4 NM NM 56 -1258bps 16.3 50.2 38.0 359
APAT 213 222 (44) 430  (50.5) 11 12.0 6.7 6.7
P/E (%) 1184 113 203 20.1
ROE (%) 4.0 346 153 142

Source: Company, HSIE Research

Estimate Change

FY22E FY23E
(INR bw Revised oid Change|  p evised old Change

% | bps % / bps
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UTI Asset Management Company

Tailwinds galore!

UTIAM posted better-than-estimated revenue (+8% vs. estimates), led by
spectacular growth (4.25x QoQ) in the retirement solutions business; however,
high staff costs continue to pose a significant challenge to core profitability.
We draw comfort from the management’s commentary around the healthy
NFOs pipeline, buoyant flows environment, and strong growth prospects of
the retirement solutions business and raise our AUM growth estimates. We
expect UTIAM to deliver FY21-23E revenue/NOPLAT CAGRs of 21/49% as a
consequence of strong AUM growth coupled with cost rationalisation. We
raise our implied multiple on UTIAM and maintain a BUY with an increased
target price of INR 1,140 (26.2x Mar-23E NOPLAT + cash and investments).

Q1FY22 highlights: Revenue was 8% ahead of our estimates at INR 2.6bn
(+11% QoQ) led by impressive growth (4.25x QoQ) in the retirement
solutions segment; this was partly a result of higher fees and partly of strong
flows. Staff costs at INR 943mn (+27% QoQ) continue to remain elevated on
the back of increments (INR 40mn) and other accruals booked during the
quarter and other operating expenses rose sequentially on account of the
PFRDA fee expense (1.5bps). The core operating profit, at INR 1bn (+0.4%
QoQ), was in line with estimates as higher revenue was offset by higher staff
costs and other expenses. The accrual of profits to the tune of INR 240mn
from sale of investments by a VC (stake sale in Big Basket) resulted in
higher-than-estimated treasury income, driving APAT +16% QoQ to INR
1.55bn.

Positive flows environment: For the equity segment, net inflows grew 2.3x
sequentially (indicating better than industry flows) to INR 18bn with a
market share of ~4%. The management highlighted that the NFO pipeline
remains healthy with Focussed Equity Fund and Multi-cap Fund already
securing SEBI approvals. On the back of a buoyant flows environment,
healthy NFOs pipeline, and strong growth prospects of the retirement
solutions business, we raise our revenue estimates for FY22E/23E, partially
offset by the lower cost rationalisation. We cut our tax rates from 25% to 20%
to account for foreign subsidiaries with high tax losses, resulting in a sharp
rise in our PAT estimates.
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SHAREHOLDING PATTERN (%)

Financial Summary

(INR bn) FYQZ; FY%i YoY (%) FY%‘: Q((;/OQ) FY19 FY20| FY21P FY22E FY23E
Revenue 2.61 1.60 63.7 236 11.0 8.9 79 8.1 10.7 11.7
Operating profits 1.01 0.20 3941 1.01 0.4 32 2.7 24 43 53
OP Margin (%) 38.6 12.8 2,583bps  42.7 -407bps 36.0 34.1 29.5 40.4 449
APAT 1.55 1.01 542 134 15.8 35 2.7 49 5.1 5.6
EV/NOPLAT (x) 448 47.0 49.3 27.0 21.7
P/E (x) 35.6 46.1 25.5 245 223
ROE (%) 14.2 10.2 16.5 154 159
Source: Company, HSIE Research

Change in estimates

FY22E FY23E

(INR bn) Revised Old Change (%) Revised Old  Change (%)
Revenues 10.7 9.8 9.5 11.7 10.8 8.8
EBIT 4.4 3.9 124 54 49 9.7
EBIT margin (%) 413 40.2 106bps 45.8 454 40bps
NOPLAT 35 29 21.1 4.2 3.6 18.1
APAT 5.1 4.2 21.2 5.6 49 153
RoE (%) 15.4 12.8 263bps 15.9 14.0 190bps

Source: Company, HSIE Research

Mar-21  Jun-21
Promoters 0.0 0.0
FIs & Local MFs 51.9 52.9
FPIs 5.4 4.1
Public & Others 42.7 43.0
Pledged Shares Nil Nil
Source : BSE
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HSIE Results Daily

RBL Bank

The pitfalls of ‘banking’ on a single engine

RBL Bank (RBK) reported a loss of INR 4.6bn in Q1FY22 on account of a steep
increase in provisions (~10%, annualised). Having made efforts at stabilising
its highly-concentrated wholesale portfolio during FY19-FY20, RBK is now
witnessing the brunt of the pandemic impact on an equally highly-
concentrated retail unsecured segment (CC+MFI at ~32% of loans). Slippages
were high at ~9.5% (annualised) for a third straight quarter - the management
expects them to stay elevated during Q2FY22 as well. Our concerns and
caution on RBK stem from the disproportionately high concentration of profit
pools around two unsecured business segments (>50% fee income from credit
cards), both of which need time to stabilise. For a franchise that has been
banking on a single engine (credit cards), the impairment in its cards business
is disappointing. We hack our FY22E/23E earnings forecasts by 20%/4%; we
maintain REDUCE with a revised TP of INR182 (earlier INR 189).

= Portfolio stress yet to peak; provisions to stay elevated: RBK reported
GNPA/NNPA at 5%/2%, with a restructured portfolio at 1.8% of loans. The
impairment (9.5% annualised) was almost entirely from the retail loan book,
with >70% from credit cards and MFI (vs. 32% of loans) - the two businesses
also contributed to a bulk of the write-offs (5.4% annualised). RBK shored up
its PCR from 52% to 61% QoQ with higher build-out towards CC (75%) and
MFI (83%) portfolios, while creating INR 2.4bn of COVID provisions.

=  Still searching for answers: RBK reported muted loan growth of -0.3% YoY
(-4% QoQ). Lack of growth avenues in its key business segments reflected in
higher liquidity build-out (cash equivalents at ~13% of assets). The new
growth engines - tractor finance, affordable housing (INR 15.5bn) and gold
loans - are unlikely to balance the retail asset mix (highly skewed towards
unsecured) in the near term. We revise our FY22/FY23E forecasts downward
to account for higher credit costs, lower loan growth (MasterCard embargo)
and resultant margin compression. Our REDUCE recommendation reflects a
franchise that is still searching for signs of portfolio stability.

Financial summary

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
INSTITUTIONAL RESEARCH

REDUCE

CMP (as on 2 Aug 2021) INR 195
Target Price INR 182
NIFTY 15,885
Chances 0D NEW
Rating REDUCE REDUCE
Price Target INR 189 INR 182
FY22E FY23E
EPS %
-20% -4%
KEY STOCK DATA
Bloomberg code RBK IN
No. of Shares (mn) 598
MCap (INR bn) / ($ mn) 116.4/1,566

6m avg traded value (INR mn) 3,094

52 Week high / low INR 274/156

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 47 (197) 147

Relative (%) (3.9) (25.1) (28.6)

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

(INR bn) F\?ZQZ Fylg 1(/(‘;3)/ F;{IZ? Q(‘f,g FY20 FY2IP| FY22E FY23E
NII 9.7 104 -6.9% 91  7.0% 36.3 37.9 425 49.1
PPOP 8.1 69 17.1% 88  -7.9% 27.5 30.9 31.1 35.0
PAT (4.6) 14 NM 08 NM 5.1 5.1 7.2 13.1
EPS (INR) (7.6) 2.8 NM 13 NM 9.9 85 12.0 21.9
ROAE (%) 5.6 4.4 55 9.4
ROAA (%) 0.6 05 0.7 1.1
ABVPS (INR) 1847  191.0| 2051 2245
P/ABV (x) 1.1 1.0 1.0 0.9
P/E (x) 19.6 23.0 16.3 8.9
Change in estimates
FY22E FY23E

INR bn

Oold New Change Old New Change
Net advances 658.6 653.8 -0.7% 761.8 755.9 -0.8%
Deposits 842.0 842.0 0.0% 985.3 985.3 0.0%
NIM (%) 46 45 -15bps 47 45 -17bps
NII 441 425 -3.5% 51.1 49.1 -4.0%
PPOP 31.2 31.1 -0.4% 36.2 35.0 -3.5%
PAT 8.9 7.2 -19.7% 13.6 13.1 -3.9%
ABVPS (INR) 205.4 205.1 -0.1% 228.9 2245 -1.9%

Source: Company, HSIE Research

Promoters 0.0 0.0
FIs & Local MFs 242 23.9
FPIs 35.9 32.2
Public & Others 39.9 42.8
Pledged Shares 0.0 0.0
Source : BSE

Pledged shares as % of total shares
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HSIE Results Daily

City Union Bank

In-line P&L metrics; stressed book inches up to 12.5%

City Union Bank’s (CUBK) Q1FY22 earnings were above our estimates, aided
by lower-than-expected provisioning. Slippages remained elevated in the
quarter (~5.5%, annualised), with the total stressed pool (NNPA + restructured
+ SR + SMA-II) inching up to 12.5% (Q4FY21: 10.4%). Credit costs, at 2%, were
lower compared to prior quarters even as loan loss coverage dropped to 39%
(FY21: 43.2%) and the bank utilised INR 0.8bn of COVID provisions during the
quarter. Loan growth continued to be driven by gold loans (+6% QoQ) due to a
muted economic environment, even as CUBK maintained healthy asset quality
in its gold loan portfolio (GNPA at 0.14%). The management expects the bank
to revert to steady-state profitability of 1.5% RoA by H2FY23, as it makes steady
progress on recoveries and portfolio repricing. Maintain BUY with a target price
of INR 194 (2.1x Mar’23 ABVPS).

® In-line P&L vectors; gold loans continue to drive asset growth: CUBK
reported PPOP growth of +8% YoY, driven by high other income (+22% YoY
led by treasury gains), in-line opex and marginal reflation in NIMs (3.86%),
partially offset by interest reversal (INR 0.2bn). While the overall loan growth
remained soft (+5% YoY, -2% QoQ) across other categories, the bank continues
to witness strong growth in its gold loan portfolio (+100% YoY, 6% QoQ). The
gold loan portfolio quality stayed healthy (GNPA at 0.14%) even as other
lenders witnessed deterioration in this portfolio during the quarter. Funding
cost tailwinds continued to accrue with CoF at 4.1% and the bank expects to
accrue another 10-15bps benefit.

® Asset quality deteriorates, LGD assumptions unchanged: CUBK’s Q1FY22
slippages, at 5.5%, drove the GNPA/NNPA to 5.6%/3.5% (Q4FY21: 5.1%/3%)
as the bank took accelerated write-offs of 3% (annualised) during the quarter.
The total stressed pool (NNPA + restructured + SR + SMA-II) now stands at
~12.5%; however, the management remains confident of a stronger recovery
environment from the stressed pool (99% of overall loans secured) and, hence,
is comfortable with a low PCR (~40%). Management expects FY22 slippages
to be lower than FY21 levels, alongside higher full-year recoveries, subject to
the predicted third wave of pandemic not materialising. We build in full-year
slippages for FY22 at 2.8% (FY21: 3.1%).

= Reversion to steady-state profitability by FY23; maintain BUY: CUBK
reported an RoA of 1.3% during the quarter with in-line NIM, operating
efficiency, and lower provisions. As the economic environment stabilises, we
expect credit costs to further normalise (with marginal reflation in NIM),
driving its RoA to 1.5% by FY23.

Financial summary
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INSTITUTIONAL RESEARCH

BUY

CMP (as on 20 Aug 2021) INR 146
Target Price INR 194
NIFTY 16,451
EI]::I\I{&NGES OLD NEW
Rating BUY BUY
Price Target INR 194 INR 194
FY22E FY23E
EPS % 0% 0%
KEY STOCK DATA
Bloomberg code CUBK IN
No. of Shares (mn) 739
MCap (INR bn) / ($ mn) 108/1,452
6m avg traded value (INR mn) 469
52 Week high / low INR 200/123

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) (14.8) (11.1) 175

Relative (%) (25.7) (19.8) (25.8)

(INR bn) F;z% F;ﬁ \:0/:; F; 2Q1 Q("/()Q) FY20| FY21P FY2E FY23E
NII 45 44 24% 43  45% 168 183 208 238
PPOP 38 36  7.6% 28 345%  134| 148 165 185
PAT 17 15 12.3% 11 55.6% 48 59 76 96
EPS (INR) 23 21 11.6% 15  55.0% 6.5 80 103 130
ROAE (%) 94| 106 123 137
ROAA (%) 1.0 12 14 15
ABVPS (INR) 613| 645 777 901
P/ABV (x) 24 23 19 16
P/E (x) 26| 182 141 112

Source: Company, HSIE Research

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21
Promoters 0.0 0.0
FIs & Local MFs 40.1 41.6
FPIs 18.0 17.2
Public & Others 41.9 41.2
Pledged Shares 0.0 0.0

Source : BSE

Pledged shares as % of total shares
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HSIE Results Daily
CreditAccess Grameen

Portfolio outperformance despite a tough environment

CreditAccess Grameen’s (CREDAG) earnings were significantly below our
estimates due to elevated provisioning and muted yields. As expected, the
portfolio was disproportionately impacted by the second wave with GNPAs at
7.6% (+310bps sequentially), coupled with a sharp increase in early-bucket
delinquencies (PAR-0/30 for standalone entity at 30.6%/13.8% vs. 5.2%/ 4.1% in
Q4FY21). However, early delinquencies for MMFL (~16% of aggregate AUM)
were nearly flat due to a freeze on overdue days during May’21. Management
indicated that bulk of the early stress is likely to reverse itself on resumption
of economic activity, as reflected in a 10-percentage point decline in the PAR-0
level during Jul’21. Also, the share of the aggregate portfolio making no
payments reduced to ~6.5% of AUM during Jul’21 (12.9% in Jun’21). We
maintain BUY with target price of INR 813 (2.8x Mar'23 ABVPS). We believe
that our assigned multiple reflects CREDAG's high cross-cycle potential RoE
and a relatively conservative approach to an inherently risky business.
® Muted operating performance in a pandemic quarter: CREDAG reported
NII/PPOP decline of 8%/15% YoY on the back of asset quality deterioration
(interest reversals of INR 213mn), muted yields (18.4% for standalone entity)
and softer business traction. Disbursals declined by ~77% sequentially due to
the pandemic-induced lockdown and the company’s cautious stance on
lending during the period. The number of borrowers fell 6% YoY due to write-
offs, while the average outstanding per borrower increased by ~15% YoY to
INR33K, as new customer acquisitions remained muted.
® Amidst sharp deterioration in asset quality, elevated provisions provide
comfort: CREDAG reported consolidated GNPAs/NNPAs of 7.6% /3.3% with
credit costs elevated at ~6.2% (annualised). The company deferred collections
for >60% of its portfolio during May’21 on account of a rising number of
infections among employees and customers. Consistent with the messaging
from other lenders, the sharp spike in stress witnessed during Jun21 in the
CAGL portfolio has likely tapered off in Jul’21 and is expected to normalise
by Sep’21 with improving economic activity. MMFL’s delinquency buckets
remained steady, due to a freeze on portfolio overdues during May’21. ECL
provisions were healthy at 6.3%, with ~2.6% of write-offs during the quarter.
= BAU likely by Q3FY21, Q2FY21 may remain muted: While the economic
activity and collection efficiency trends in Jul’21 have been encouraging, we
expect near-normal portfolio delinquencies and disbursements in H2FY22, as
the lockdowns are yet to be completely phased out and income levels are yet
to revert to pre-COVID levels. CREDAG’s conservative stance in provisioning
and impairment recognition has helped maintain high ECL provisions,
although the growth may remain muted in the near term.
Financial summary

(INR bn) 1QFY22 1QFY21 YoY (%) 4QFY21 QoQ (%) FY20| FY2IP FY22E FY23E
NII 34 37 (7.7) 37 (9.8) 105 136 181 227
PPOP 22 26 (15.3) 33 (34.2) 7.0 95 121 151
PAT 02 07  (68.8) 0.8 (70.7) 34 13 5.1 85
EPS (INR) 14 50  (71.0) 36 (59.9) 233 84 331 546
ROAE (%) 12.9 40 129 183
ROAA (%) 34 1.0 3.1 41
ABVPS (INR) 173.0| 2117 2403 2946
P/ABV (x) 35 29 25 2.1
P/E (x) 260 716 183 111

Source: Company, HSIE Research
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BUY

CMP (as on 11 Aug 2021) INR 605

Target Price INR 813
NIFTY 16,282
Changes O NEW
Rating BUY BUY
Price Target INR 813 INR 813
FY22E FY23E
EPS %
0% 0%
KEY STOCK DATA
Bloomberg code CREDAG IN
No. of Shares (mn) 156
MCap (INR bn) / ($ mn) 94/1,265
6m avg traded value (INR mn) 134
52 Week high / low INR 840/541

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 1.7 (14.8) 4.2

Relative (%) 92) (206) (37.8)

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

Promoters 74.0 74.0
FIs & Local MFs 11.5 11.6
FPIs 10.1 10.1
Public & Others 43 4.3
Pledged Shares 0.0 0.0
Source : BSE

Pledged shares as % of total shares
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HSIE Results Daily

Indostar Capital Finance
Stress book peaking out

Indostar reported yet another quarter of losses at INR 0.4bn as the company
continued to make provisions on its elevated stress portfolio. The total stress
portfolio (GS-II + GS-III) remains elevated at >27%, largely driven by its CV
book. However, credit costs came off sharply to 3.7% (annualised) (Q4FY21:
17%). With PCR at ~51%, GS-I + GS-II provisions at ~7% and zero NPA from the
corporate segments, Indostar appears on track for near-term stability in credit
costs. Disbursements moderated (-27% QoQ) due to a muted economic
environment. The company continues with its strategy to build its retail book
(~77% of AUM), with most of the growth driven by CV financing, affordable
housing and SME loans. However, the company’s track record on asset quality
in the corporate and retail portfolios has been suboptimal, and a high-paced
growth in new product segments entails an execution risk. We maintain
REDUCE with a target price of INR 284 (1x Mar'23 ABVPS).

"  Muted P&L outcomes, disbursements maintain momentum: Indostar
reported NII/PPOP decline of 23%/55% YoY as it continues to see high
delinquencies and run-down of the corporate portfolio. AUM declined 20%
YoY, with the share of corporate portfolio currently at 23% of AUM (Q1FY21:
29%), which the management aims to bring down to 10% by end-FY22.
Disbursements in the quarter were at INR 6.3bn (-27% QoQ). The cost of funds
remained elevated at 9.4%, which is a significant handicap compared to well-
sponsored NBFCs.

= Asset quality yet to stabilise: Having reported ~25% of portfolio as GS-1I (GS-
III at 4.4%) during Q4FY21, Indostar’s total stressed portfolio improved
marginally during the quarter. The vehicle finance portfolio has contributed
to most of the impairment (GS-1I at ~30%; GS-I1I at ~8%), while delinquencies
in home loans have begun to inch up in the past couple of quarters (GS-III at
2.6%). The corporate portfolio continues to report zero GNPA as the
impairment recognition cycle is near-complete. With the GS-1II PCR stable at
51%, along with GS I +1I at ~7% of AUM, we expect credit costs to normalise,
going forward, assuming no third wave. We factor in cumulative provisions
of 3.1% over FY22-23E.

® Retail-driven growth, inorganic opportunities awaited: Indostar continues
to focus on building a retail portfolio, while rationalising its corporate loan
book. The company continues its focus on vehicle finance and affordable
housing (~INR 10bn AUM) for growth. However, with CAR of ~35% and
promoter shareholding at 93%, we believe that the company could look at
inorganic growth triggers to help enhance its return ratios and achieve
regulatory compliance on the shareholding pattern as well.

Financial summary

(INR bn) F;z% F;ﬁ ’({,‘,’Aj F; 2? Qgg FY20| FY21 FY22E FY23E
NII 1.0 13 (234) 1.0 (0.1) 6.0 47 6.0 7.6
PPOP 03 07 (552) 04 (13.6) 3.8 24 3.7 5.2
PAT (0.4) 05 NM (32 NM (32| @1 18 29
EPS (INR) 3.8) 43 NM (264) NM (351)| (158) 132 213
ROAE (%) a1a| 7 47 7.2
ROAA (%) 6ol @2 17 25
ABVPS (INR) 2592| 2593 2710 2916
P/ABV (x) 11 11 11 1.0
P/E (x) NA| NA 222 138

Source: Company, HSIE Research
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REDUCE

CMP (as on 20 Aug 21)  INR 296
Target Price INR 284
NIFTY 16,451
cranGes O NEW
Rating REDUCE REDUCE
Price Target INR 284 INR 284
FY22E FY23E
EPS %
0% 0%
KEY STOCK DATA
Bloomberg code INDOSTAR IN
No. of Shares (mn) 124
MCap (INR bn) / ($ mn) 37/493
6m avg traded value (INR mn) 47
52 Week high / low INR 424/249

STOCK PERFORMANCE (%)

3M 6M 12M

Absolute (%) (2.2) (8.6) 15.7

Relative (%)

13.0) (17.3)

(27.6)

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21
Promoters 93.3 93.3
FIs & Local MFs 2.7 2.1
FPIs 0.1 0.1
Public & Others 4.0 4.6
Pledged Shares 0.0 0.0

Source : BSE

Pledged shares as % of total shares
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HSIE Results Daily

Ujjivan Small Finance Bank

‘Key man’ risk plays out; adds to accentuated stress

Ujjivan SFB reported yet another quarter of losses at INR 2.35bn, as it shored
up its provisions to adequately cover for sharply deteriorating asset quality
(PAR >0 doubled from 15% in Mar’21 to 31% in Jun’21). A further headwind has
now emerged with the resignation of incumbent CEO Nitin Chugh. The
business performance continues to be patchy as most of the stress emanated
from the micro-banking and MSE segments, although early delinquencies in
affordable housing segment also witnessed a spike. As the second wave of the
pandemic receded, collections and recoveries have begun improving (PAR >0
at 25% in Jul’21). The loan loss coverage stood at 75%, led by accelerated
provisioning, with provisions at ~8% of gross advances (including INR 0.25bn
of COVID provisions). Ujjivan SFB is in the process of applying for a reverse
merger with its holding company Ujjivan Financial Services and expects it to
be completed in a year. Maintain ADD with a TP of INR 36 and BUY on Ujjivan
Financial Services with TP of INR 354.

= Deterioration in asset quality likely to have peaked out: Ujjivan SFB’s asset
quality witnessed significant deterioration driven by its MFI portfolio, with
>40% of its customers’ incomes impacted by the second wave. PAR>0
increased to ~31%, driven by MFI (37%) and MSE (29%) portfolios. GNPA
spiked to 9.8% (Q4FY21: 7.1%), while NNPA moderated sequentially to 2.7%
(Q4FY21: 2.9%), led by elevated provisions. Restructuring during the quarter
was limited (INR 0.4bn in MFI book); however, the management expects ~INR
6bn (4% of gross advances) to be restructured during Q2. Collection
efficiency, which had dropped to ~78% in Jun’21, has now recovered to 93%
in Jul'21. Elevated provisioning (14% annualised) shored up the PCR to 75%,
in addition to a further ~INR 0.25bn allocated to COVID provisions.
Assuming there would be no third wave, we expect asset quality to normalise
by the end of FY22.

® Near-term leadership uncertainty to dominate business outcomes: Gross
advances declined by 2% YoY, as disbursements witnessed a sharp decline
(70% QoQ) across segments. We expect the disbursement run rate to pick up
traction from Q3FY22, as collections and recovery efforts normalise and the
bank begins to focus on disbursements again. However, the narrative is now
likely to be dominated by the sudden exit of its CEO Nitin Chugh and the
resultant uncertainty and lack of stability.

= Reverse merger key trigger for Ujjivan Financial Services: As the RBI has
allowed the bank to explore a reverse merger with its holding company
Ujjivan Financial Services, Ujjivan SFB is in the process of applying for the
same. Subject to gaining the RBI approval, the bank expects the reverse
merger to be completed within the next 12 months.

Financial summary
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Ujjivan Small Finance Bank

ADD

CMP (as on 20 Aug 2021) INR 20
Target Price INR 36
NIFTY 16,451
KEY STOCK DATA

Bloomberg code UJJIVANS IN
No. of Shares (mn) 1,728
MCap (INRs bn) / ($ mn) 34/457
6m avg traded value (INR mn) 157
52 Week high / low INR 45/19

STOCK PERFORMANCE (%)

3M  6M  12M
(342) (439) (44.6)
45.1) (526) (87.9)

Absolute (%)
Relative (%)

Ujjivan Financial Services

BUY

1 1 YoY 4 0
(INR bn) FY% ) FY% PR FY% X Q(o/?) FY20| FY21P FY22E FY23E
NII 38 46 -16.1% 37  44%  163| 173 199 236
PPOP 1.6 21 -24.3% 16 24% 6.4 8.1 91 112
PAT (2.3) 05 NM 14 NM 35 0.1 31 47
EPS (INR) (1.4) 03 NM 08 NM 2.0 0.0 18 27
ROAE (%) 14.0 03 93 127
ROAA (%) 22 0.0 14 19
ABVPS (INR) 183 162 179 210
P/ABV (x) 1.1 12 1.1 1.0
P/E (x) 99| 4165 110 7.3

Source: Company, HSIE Research

CMP (as on 20 Aug 2021) INR 178
Target Price INR 354
NIFTY 16,451
KEY STOCK DATA

Bloomberg code UJJIVAN IN
No. of Shares (mn) 122
MCap (INR bn) / ($ mn) 22/291
6m avg traded value (INR mn) 216
52 Week high / low INR 311/174

STOCK PERFORMANCE (%)

3M  6M  12M
(16.8) (26.8)  (30.0)
7.6) (356) (732)

Absolute (%)
Relative (%)
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HSIE Results Daily

DCB Bank

Elevated impairment may be transient

DCB Bank’s (DCBB) Q1FY22 earnings missed expectations on account of
sharper-than-anticipated slippages and elevated provisioning. Asset quality
deteriorated sharply with gross slippages at 8.2% (FY21: 2.7%); however, net
slippages clocked in at 4.2% as the bank witnessed healthy upgrades and
recoveries even as the restructured portfolio spiked to 5.4% of loans. While the
PCR dipped to ~43% (FY21: 45%), we draw comfort from DCBB’s largely
secured loan book (95%) that is likely to witness strong recoveries and lower
LGDs as >95% of the restructured portfolio comprises secured assets. Retail
deposit mobilisation continued to gain traction with improving share in
deposits mix, along with lower concentration of deposits. We maintain ADD
with a target price of INR 140 (1x Mar'23 ABVPS).

®  Muted operating performance: DCB Bank reported muted NII growth of 1%
YoY, largely due to high interest reversals and muted asset growth (+2% YoY).
NIM declined to 3.31% (Q4FY21: 3.46%) as slippages remained elevated.
Strong growth in other income (+55% YoY) was led by treasury income
driving PPOP growth of 5% YoY. Loan growth was muted (2% YoY, -2%
QoQ), with incremental disbursements at ~INR 15.3bn (6% of loans).

=  Sharp deterioration in asset quality; reversals likely: DCBB’s GNPA/NNPA
increased to 4.9/2.8% (Q4FY21: 4.1/2.3%). Elevated slippages at INR 5.2bn
included a couple of corporate accounts (~INR 0.5bn), while the SME, CV and
the mortgage segments witnessed spikes in GNPA (5.9%, 16% and 4.3%
respectively). Consistent with the commentary from other lenders, collection
efficiency for the months of Jun-Jul'21 clocked an improvement across
segments and converged with pre-COVID levels for mortgage and the LAP
segments. We build in exit FY22 GNPA/NNPA at 3.2% and 1.6% respectively
as we expect a significant proportion of recent slippages in mortgage and LAP
segments to reverse during FY22 (assuming no third wave), although the CV
segment is likely to take longer to normalise. The bank is carrying surplus
provisions of 0.5% of loans, with ~14% provisioning on restructured assets
and specific loan loss coverage at 43%.

" Muted deployment opportunities remain a key concern: Loan growth
moderated for the ninth straight quarter and remains a cause for concern,
especially given the scarce deployment opportunities in the bank’s core
segments (MSMEs) amidst a soft economic environment. Our forecasts build
in a loan CAGR of 15% over FY21-23E.

Financial summary

(INR bn) F;g szQl )({‘% F; 2? ng?) FY20 FY21| FY22E FY23E
NII 3.1 31 06% 31 -08% 126 129] 145 163
PPOP 2.0 19  53% 21 2.0% 7.5 90| 95 104
PAT 0.3 0.8 -57.5% 0.8 -56.7% 34 34| 40 49
EPS (INR) 11 25 -57.3% 25 -565% 109 108 130 158
ROAE (%) 103 94| 102 112
ROAA (%) 09 09 10 11
ABVPS (INR) 1008 1019 1187 1346
P/ABV (x) 09 08 07 06
P/E (x) 7.9 80| 66 54

Source: Company, HSIE Research
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ADD

CMP (as on 20 Aug 2021)  INR 86

Target Price INR 140
NIFTY 16,451
Changes 0D NEW
Rating ADD ADD
Price Target INR 140 INR 140
FY22E FY23E
EPS %
0% 0%
KEY STOCK DATA
Bloomberg code DCBB IN
No. of Shares (mn) 311
MCap (INR bn) / ($ mn) 27/358
6m avg traded value (INR mn) 212
52 Week high / low INR 127/74

STOCK PERFORMANCE (%)
3M 6M  12M
Absolute (%) (16.6) (254) 39

Relative (%) (275) (342) (39.4)

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

Promoters 14.9 14.9
FIs & Local MFs 40.6 38.5
FPIs 13.0 12.2
Public & Others 315 344
Pledged Shares 0.0 0.0
Source : BSE

Pledged shares as % of total shares
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Aditya Birla Capital

Steady progress in a muted environment

As outlined in our Initiation note, Aditya Birla Capital (ABCL) continues on its
journey towards a credible makeover, driving consolidated return ratios closer
to franchise potential over the next three years. We believe that ABCL is
steadily repositioning its lending businesses towards retail and granular loans
(58% of NBFC AUM towards Retail + SME + HNI; 29% of HF AUM towards
affordable housing), likely to reflect in sustained improvement in franchise
earnings. Although Q1FY22 was weak for insurers in general, we draw comfort
from both of ABCL's insurance businesses steadily building their profitability
trajectory (VNB margins +300bps YoY to -1.6% on account of better mix and all-
time low loss ratios (40%) in the health insurance business).

® Flagship NBFC - stable in an unstable environment: While disbursement
run-rate was weak during the quarter, ABFL’s share of retail continued to inch
up (retail + SME + HNI at 58% of AUM; FY21: 57%), driving RoA accretion.
NIMs reflated by ~15bps QoQ to 6.14%, driven by CoF tailwinds (-7bps QoQ)
and improving retail asset mix. Asset quality deteriorated as GS-III clocked in
at 3.64% (+96 bps sequentially) and a further 0.9% of loans were restructured
during the quarter. Credit costs increased to 1.7% although the company
witnessed a marginal reduction in PCR to 43% (FY21: 45%) while floating
provisions remained intact (~28bps of AUM).

® HFC business in investment phase: ABHFL continued its focus on affordable
housing with its share in AUM increasing to 29% (FY21: 27%). The 39bps
sequential reflation in NIM was largely driven by lower funding costs (28bps),
partially offset by higher opex (1.6% of loans) as economies of scale are yet to
kick in. Asset quality deteriorated with GS-III rising to 2.1%, driving higher
credit costs (1.1% of loans). The restructured portfolio stands at ~5% of loans,
with a floating provision of INR 420mn (0.35% of loans).

® Improving share of high-margin life insurance business: Individual APE
growth for Q1FY22 was soft (+5% YoY); however, high-margin protection
business showcased impressive growth (+19% YoY). Persistencies improved
across cohorts in the range of 100bps-600bps. On the back of a shifting mix
towards higher-yielding business and better cost efficiencies, net VNB margin
came in at -1.6% (+300bps YoY). While COVID claims (net) at INR 1.1bn
dented profitability, death claims were in line with industry trends. ABSLI is
carrying additional COVID reserves of INR 1bn.

®  Health insurance losses narrowing: ABHI continued to build scale as NWP
grew at a robust pace (+50% YoY) despite an unfavourable base, primarily led
by retail business (NWP: + 1.45x YoY). Loss ratios understandably shot up to
68% (+1,700bps YoY) on account of the pandemic. Normalised CORs (ex-
COVID claims) came in line with management guidance at 110%. We believe
there is a line of sight to the health insurance business breaking even over the
next few quarters (exit FY22E, assuming no third wave).

Financial Summary

(INR bn) Q1FY22 Q1FY21 % YoY Remarks

ABFL 32 1.9 66.7% Improvement in NIM drove ROA accretion
ABHFL 0.5 0.4 36.1% Improving NIM driven by lower CoF
ABSLI 0.3 0.3 6.9% Improved profitability with increasing scale
ABHI (1.3) (0.6) 119.0% Covid provisioning dented profitability
Others 2.6 1.7 51.2%

PBT 58 BY 43.4%

Consolidated PAT 3.0 2.0 51.0% Strong earnings growth

Source: Company, HSIE Research
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NOTE: HDFC Bank, the parent
entity of HDFC Securities, is
one of the book running lead
managers for the Initial Public
Offering of Aditya Birla Sun
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of Aditya Birla Capital Limited
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Larsen & Toubro BUY

Muted Performance CMP (as on 26 July 21) INR 1,598

Larsen & Toubro (LT) reported revenue/EBITDA/APAT of INR 293/31/11bn, Target Price INR 1,909
(9)/(12)/(21)% miss vs. our estimates. Intermittent supply chain issues, labour NIFTY 15,824
shortages, and oxygen unavailability impacted operations. The order inflow was
down sequentially at INR 266bn (vs INR 507bn), owing to subdued tendering. KEY CHANGES OLD NEW
However, the status quo on guidance (low to mid teens order inflow and topline Rating BUY BUY
growth) was the key positive from the call. We maintain BUY on LT, given its (1) INR INR
strong order book (INR 3.23tn, ~3.6x FY21 core EPC revenue), (2) healthy balance | Price Target 1800 1,909
sheet, (3) robust services business, and (4) focus on cash generation. We roll pS FY2E  FY23E
forward our SOTP-based target price to INR 1,909/sh (Jun-23E, INR 1,800 earlier) change % ) )
and maintain our estimates. Key risks: delay in asset monetisation and tepid
order inflows.

KEY STOCK DATA
®  Subpar execution: LT reported revenue of INR 293bn (+38%/-39% YoY/QoQ),

Bloomberg code LTIN

9% below our estimates. Execution slowed due to COVID-related supply chain
issues and labour shortages. The group level EBITDA missed our estimate by | No. of Shares (mn) 1,404
12%. Although the EBITDA margin expanded 319bps YoY to 10.8%, it was still | yjcap INRbn)/($mn)  2,244/30,148
below our estimate of 11.1% due to high COVID impact on metro and financial

. . . 6m avg traded value (INR mn 5,018
services business. Consequently, lower-than-expected other income led to a & ( )

21% miss on estimates. LT is aiming for low to mid-teens growth in execution, | 52Weekhigh/low INR 1,647/826

which we believe is possible, given a robust order book.

®  Ordering in international/domestic market weak sequentially: LT registered STOCK PERFORMANCE (%)

an order inflow if INR 266bn in Q1FY22 (+13%/-48% YoY/QoQ), as tendering 3SM  6eM  12M
got deferred. The OB now stands at INR 3.23tn. Management believes FY22 Absolute (%) 196 174 801
will w1’fness -h.ealthy orfiermg in domlestllc r.narket, owing to a pick-up in | . %) 116 59 407
economic activity and higher crude price in international markets. The total
bottom-up order pipeline stood at INR 8.96tn, of which 6.4tn corresponds to

infrastructure, INR 1.8tn to hydrocarbons and INR 1.07tn to T&D.

SHAREHOLDING PATTERN (%)

Infrastructure, at 76%, constitutes a major share of the OB, followed by Mar-21 Jun-21
hydrocarbon at 13%. The order inflow guidance is also pegged at low to mid- Promoters 0.0 0.0
’.teens. The recovery in 1nte'rnat'10nal markets, continued government focus on FIs & Local MEs 3275 3230
infrastructure, and stable oil prices shall augur well for LT.
FPIs 22.02 22.88
®  Focus on asset monetisation to further improve balance sheet: Net debt
Public & Others 45.23 44.82

reduced to INR 810bn (vs INR 853bn on Mar 21-end). While NWC to sales
ratio improved to 22.9% from 26.8% at Jun 20-end, working capital | Pledged Shares 0.0 0.0
deteriorated by INR 35bn in absolute terms, leading to a negative OCF of INR Source: BSE

7.9bn. LT expects working capital to be at similar level as at FY21-end (22.3%).
LT has firmed up its asset monetisation plan as it looks to divest the entire
stake in the power development business, the remaining stake in IDPL and
have a resolution for the Hyderab.ad metro.. The Hyderabad metro would Parikshit D Kandpal, CEA
require INR 20bn support until the ridership picks up.

. . . parikshitd.kandpal@hdfcsec.com
Consolidated Financial Summary

+91-22-6171-7317

(INR mn) 1QFY22 1QFY21 YoY (%) 4QFY21 QoQ (%)  FY21| FY22E FY23E  FY24E
Revenues 293,347 212,600 380 480879  (39.0) 1,359,790 1,563,639 1,817,093 2,045,397 . .

EBITDA 31715 16205 957 63880  (504) 156241| 177404 212954 243713 Chintan Parikh

APAT 11,744 714 15456 34173  (65.6)  69,010| 88374 112,101 132,542 chintan.parikh@hdfesec.com
EPS (INR) 8.4 05 15456 244  (65.6) 49.2 63.0 79.9 os5) | T91-22-6171-7358

P/E (x) 325 254 20.0 169

EV/EBITDA(x) 198 175 145 126| | Manoj Rawat

RoE (%) 9.7 113 13.4 147 manoj.rawat@hdfcsec.com

Source: Company, HSIE Research +91-22-6171-7355
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Siemens

Weak performance

Siemens India Ltd (SIL) delivered revenue/EBITDA/APAT miss of 14%/38/40%,

impacted by disruptions induced by the second wave and the lockdown that

followed. Margins across all segments increased YoY on a low base and dipped
sequentially except for mobility. Strong demand for digital technologies,
including cybersecurity solutions, helped the digital industries vertical grow

276% YoY, the most among all segments. SIL commented on seeing the first

benefit out of C&S business with integration still on track. With new orders at

INR 43bn (16Q high), the order book stands at an all-time high of INR 143bn.

We roll forward our valuation (35x) to Sep-23E and arrive at a target price of

INR 1,860 vs INR 1,811 Mar-23E. Given punchy valuations, we maintain

REDUCE on SIL. We have cut our FY21/22/23E EPS estimates by 22.5/7.8/1.7%

respectively on account of weak execution.

" Q3FY21 highlights: Revenue: INR 27bn (+2.2x/-19.3% YoY/QoQ, 14% miss).
EBITDA: INR 2.3bn (INR -9mn in Q3FY20, -48% QoQ, miss of 38%). EBITDA
margin: 8.4% (+850/-473bps YoY/QoQ) vs estimate of 11.7%. Consequently,
APAT came in at INR 1.6bn (+16x/-49% YoY/QoQ, 40% miss). Whilst gross
margin improved QoQ by 146bps, under absorption of overheads led to
EBITDA margin miss. Order inflow stood at INR 43.4bn (+2.5x YoY, 16Q high)
and order backlog was at an all-time high of INR 143bn (+3% YoY). All
business segments recorded order inflow growth over the 2019 levels.

B Segment-wise performance: Gas & power (35% revenue contribution):
revenue at INR 9.5bn (+72/-19.8% YoY/QoQ) and EBIT margin at 8.01% (+383/-
713 bps YoY/QoQ). Smart infrastructure (31%): revenue at INR 8.6bn (+2.8x/-
17.5% YoY/QoQ) and margin at 5.3% (+2,896/-378bps YoY/QoQ). Mobility
(5%): revenue at INR 1.3bn (+30.5/-46% YoY/QoQ) and margin at 12.1%
(+868/+196bps YoY/QoQ). Digital industries (25%): revenue at INR 6.8bn
(+3.7x/-13.6% YoY/QoQ) and margin at 4.6% (+1,758/-406bps YoY/QoQ).
Portfolio of companies (4%): revenue at INR 936mn (-45/-26% YoY/QoQ) and
margin at 2.8% (+1,143/-677bps YoY/QoQ). Digital industries and smart
infrastructure verticals drove the quarterly outperformance.

Financial summary

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
INSTITUTIONAL RESEARCH

REDUCE

CMP (as on 10 Aug 2021) INR 2,060

Target Price INR 1,860
NIFTY 16,280
KEY

CHANGES OLD NEW
Rating REDUCE REDUCE
Price INR1,811  INR 1,860
Target

EPS change FY21E FY22E FY23E
% 225 78 17
KEY STOCK DATA

Bloomberg code SIEM IN
No. of Shares (mn) 356

MCap (INR bn) / ($ mn) 734/9,857
6m avg traded value (INRmn) 867
52 Week high /low INR 2,178/1,121

STOCK PERFORMANCE (%)

3M 6M 12M
Absolute (%) 94 107 819
Relative (%) 08) 44 390

SEN)R M SeP 3FY21 Q3FY20 YoY (%) Q2FY21 QoQ (%)  FY20| FY21E  FY22E  FY23E
Net Revenues 27080 12,074 1243 33543  (19.3) 98,694 121,880 154,697 184,407
EBITDA 2,283 9) 25467 4414  (483) 9,903| 13980 19,868 24,949
APAT 1615 101 1499 3158  (48.9) 7,574| 10097 14722 18924
Diluted EPS

4. ] 14 . 48. 1. 4 41 1
e 5 0.3 499 89  (489) 213| 28 3 53
P/E (x) 93| 722 495 385
EV / EBITDA (x) 680| 485 338 268
ROE (%) 82| 103 137 158

Source: Company, HSIE Research
Change in Estimates

Standalone FY21E FY22E FY23E
INR Mn Old Revised % Chg Old Revised % Chg Old Revised % Chg
Net Sales 136,326 121,880 (10.6)| 161,263 154,697 (4.1)| 185,453 184,407 (0.6)
EBITDA 16,840 13,980 (17.0)| 20,711 19,868 (4.1)| 25,091 24,949 (0.6)
EBIDTA Margin (%) 12.4 11.5 (88.2) 12.8 12.8 0.0 13.5 13.5 0.0
Adj PAT 13,035 10,097 (22.5)| 15961 14,722 (7.8)| 19,251 18,924 (1.7)
AEPS (Rs) 36.6 28.4 (22.5) 44.8 413 (7.8) 54.1 53.1 (1.7)

Source: Company, HSIE Research

SHAREHOLDING PATTERN (%)
Mar-21 Jun-21

Promoters 75.00 75.00
FIs & Local MFs 10.59 10.36
FPIs 4.37 4.60
Public & Others 10.04 10.04
Pledged Shares - -
Source : BSE

Parikshit D Kandpal, CFA
parikshitd.kandpal@hdfcsec.com
+91-22-6171-7317

Chintan Parikh
chintan.parikh@hdfcsec.com
+91-22-6171-7358

Manoj Rawat
manoj.rawat@hdfcsec.com
+91-22-6171-7355
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ABB India

Capex recovery awaited

ABB reported revenue/EBIDTA/APAT miss of 5/16/16% due to 3-3.5 weeks of
COVID-related disruptions. Strong recovery has been witnessed from Jun-21
with plant utilisation at ~80-85%. ABB has received the green signal for
capacity expansion, with land already in place in existing locations. Except for
tendering business, pricing power is there in private orders to take care of
commodities inflation. The next phase of growth for ABB will be driven by (1)
increased localisation for exports markets, (2) pick-up in private Capex, and
(3) operating leverage led margins expansion. We believe most of the
potential upsides on cyclical recovery are already priced into the lofty
valuation. We maintain REDUCE, roll forward to 42x Jun-23 EPS with revised
TP of INR 1,540/sh.

® Sequential execution decline: ABB reported revenue at INR 14.3bn
(+44.6%/-12.5% YoY/QoQ, 5% miss). While motion/electrification/process
automation posted de-growth of 20.7%/8.9%/17.9% sequentially, revenue
from robotics & discrete automation was robust at INR 890mn (+3.6x/+85.6%
Q2CY20/Q1CY21). EBITDA of INR 948mn (~4x/-28.4% YoY/QoQ) was 16%
below our estimate and margin of 6.6% (+427/-147bps YoY/QoQ) was 91bps
lower than our estimate. Sequentially, the EBIT margin declined for all the
segments with robotics at 5.1% (vs 11.1%), process automation at 6% (vs
8.8%), motion at 11% (vs 14.2%) and electrification at 6.8% (vs 11.8%).
RPAT/APAT: INR 683mn (~4.6x/-28%x YoY/QoQ, 16% miss).

®  Order inflows decline; services business picks up, saves margin: Q1CY21
order inflows stood at INR 16.9bn (vs INR 12/18.2bn YoY/QoQ), taking the
backlog to INR 45.8bn (vs INR 46.7/43.3bn YoY/QoQ). While sequential
order inflows de-grew for electrification/process automation/robotics &
discrete automation by -16%/-18%/-31%, motions saw 15% growth. The
services business, which was muted for the past few quarters on account of
mobility constraint, has started to pick up.

® Limited impact of commodity price increase; capacity utilisation high;
encouraging response on eMart: Given that 70% of the order backlog is
short cycle in nature, ABB does not expect a negative effect of commodity
price inflation on margins. For the 27 factories, capacity utilisation for the
quarter on a blended basis was between 80%-85%. Response to eMart has
been encouraging with increasing inquiries.

Financial Summary
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REDUCE

CMP(as on 29 Jul 2021) Rs 1,687
Target Price Rs 1,540
NIFTY 15,778
IéI]?IT&NGES OLD NEW
Rating REDUCE REDUCE
Price Target INR 1,426 INR 1,540
EPS Change CY21E CY22E  CY23E
% 3%  16%  3.6%
KEY STOCK DATA

Bloomberg code ABB IN
No. of Shares (mn) 212
MCap (Rs bn) / ($ mn) 357/4,811
6m avg traded value (Rs mn) 304
52 Week high / low Rs 1,857/847

STOCK PERFORMANCE (%)

3M 6M 12M
Absolute (%) 221 215 914
Relative (%) 142 77 519

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

(INR mn, Dec YE) Q2CY21 Q2CY20 YoY (%) QICY21 QoQ (%) CY20| CY21E CY22E CY23E
Net Revenues 14250 9,858 446 16292 (125) 58210| 72,379 94,192 107,175
EBITDA 948 234 3042 1,323 (284) 2759 6191 9378 11,325
APAT 683 148 3632 947 (279) 1717| 4433 6943 8595
EPS (INR) 32 07 3632 45 (279 81| 209 328 40.6
P/E (x) 2079 805 514 415
EV/EBITDA (x) 1213 548 358 29.2
RoE (%) 48| 118 165 17.8
Consolidated Estimate Change Summary
CY21E CY22E CY23E

INR mn

New Oold % Chg. New Old % Chg. New Old % Chg.
Revenue 72379 82191  -119%| 94192 93,025  13%| 107,175 105154  19%
EBITDA 6191 6870 99%| 9378 9118  29%| 11,325 10,893  4.0%
Margin (%) 8.6%  84% 1947| 100%  9.8% 1549 10.6%  104%  20.82
APAT 4433 5090  -129%| 6943 6832  16%| 8595 8294  3.6%

Source: Company, HSIE Research

Promoters 75.00 75.00
FIs & Local MFs 6.92 6.71
FPIs 3.83 3.73
Public & Others 14.25 14.56
Pledged Shares - -
Source : BSE
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Voltas

Lost out on another season; remain constructive

Voltas lost out on another peak season as COVID-driven second wave impacted

the peak season demand. Net revenue/EBITDA was up 38/103% YoY (HSIE of

69/250%), owing to a small base. UCP revenue growth was at 19% YoY (-60% in

Q1FY21, 63% HSIE) while UCP volume was up 10% YoY, outpacing the

industry growth (low single digit YoY growth). Thereby, Voltas expanded its

market share to 26.7% (26.2% in Q1FY21). The project business also witnessed
execution issues, with EMPS revenue up 67% YoY (80% HSIE). High raw
material inflation, delayed price hike, and restoration of cost impacted the EBIT
margin (down 180bps YoY). JV losses (Beko) expanded to INR 307mn (INR
117mn in Q1FY21, INR 222mn in Q4FY21) on continued brand investment. The

RAC channel inventory is low and provides better visbility of performance in

the festive season. We cut our EPS estimate by 7/3/2% for FY22/23/24. The

company has changed the accounting for commercial AC business (moved from

EMPS to UCP), a better quality business moved from EMPS. We cut our target

P/E multiple for EMPS to 9x (earlier 15x). We value the company on SoTP basis,

(UCP/EMPS/EPS P/E at 45/9/15x and Volt-Beko P/S of 4x) on Jun-23 to derive a

TP of INR 1,100 arriving at an implied P/E of 38.5x. Maintain ADD.

" Second wave impacts recovery; normal trade inventory: Consolidated
revenue grew 38% YoY (-51% in QI1FY21, +27% in Q4FY21), below our
estimate of 68% growth. UCP revenue was up 19% YoY (-60% in Q1FY21, 20%
in Q4FY21 like to like), HSIE 63%. UCP volume growth was at 10% and the
company increased its market share to 26.7%. Normal trade inventory givies
visibility of healthy demand in the normal festive season. EMPS clocked
robust 67% growth (-37% in Q1FY21, +37% in Q4FY21 like to like), HSIE 80%.
EPS clocked 142% growth (-36% in Q1FY21, +3% in Q4FY21).

" Beat in margins for all segments: GP was up 28% YoY (-42% in Q1FY21 and
13% in Q4FY21, 46% HSIE). GPM contracted only 210bps YoY ( +458bps in
Q1FY21 and -306bps in Q4FY21) to 28% (26% HSIE). Other expenses were up
by 30% on continued A&P spends. EBITDA was up by 103% YoY (-77% in
Q1FY21, +72% in Q4FY21 like to like, +250% HSIE). EBITDA margin was at
7.6% (10.7% HSIE). UCP EBIT grew 4% YoY (-52% in Q1FY21, +28% in
Q4FY21), HSIE 42%. EMPS EBIT margin was at 4.4% (-7.6% in Q1FY21, 8.4%
in Q4FY21 like to like), HSIE 7.8%. EPS segment EBIT grew 93% (-18% in
Q1FY21, +25% in Q4FY21).

" Con call takeaways: (1) A&P spends were higher than in the previous year

during Q1FY22. (2) Price hikes taken to absorb RM cost increase, part impact
of which will come with a lag. YTD price hikes of 8-10% seen in RAC. (3)
Channel inventory is at a low level but the company-level inventory is high.

The QoQ rise in input costs may see inventory gains. (4) BEE rating may see

further deferment due to the second wave. Implementation of new ratings

will lead to 3-4% cost increase. (5) The company continues to invest in the

Voltas Beko brand, and despite the lockdowns, share gains continue.
Quarterly/annual financial summary

YE Mar (Rsmn)  Q1FY22 Q1FY21 YoY (%) Q4FY21 QoQ (%) FY21P| FY22E FY23E  FY24E
Net Sales 17,852 12,969 37.6 26,517 (32.7) 75558| 87,564 104,953 117,971
EBITDA 1,358 668 103.4 3,307 (58.9) 6,414 8,408 10,721 11,908
APAT 1,224 818 49.7 2,388 (48.7) 5289 7,171 9,132 10,439
Diluted EPS (Rs) 3.7 25 497 72 (48.7) 16.0| 21.7 27.6 31.6
P/E (x) 643 474 37.2 32.6
EV / EBITDA (x) 532 402 BIFS 27.9
RoCE (%) 21.0f 272 30.9 29.9
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ADD

CMP (as on 9 Aug 2021) INR 1,025

Target Price INR 1,100
NIFTY 16,258
KEY

CHANGES OLD NEW
Rating ADD ADD

Price Target INR 1,100 INR 1,100

FY22E FY23E
EPS %
7% -3%
KEY STOCK DATA
Bloomberg code VOLT IN
No. of Shares (mn) 331

MCap (INR bn) / ($ mn) 339/4,556
6m avg traded value (INR mn) 1,914

52 Week high / low INR 1,132/586

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 57 (5.1) 725

Relative (%) @9 (111) 295

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

Source: Company, HSIE Research

Promoters 30.30 30.30
FIs & Local MFs 37.07 33.87
FPIs 14.38 17.24
Public & Others 18.25 18.59
Pledged Shares 0.00 0.00
Source : BSE

Pledged shares as % of total shares

Naveen Trivedi
naveen.trivedi@hdfcsec.com
+91-22-6171-7324

Saras Singh
saras.singh@hdfcsec.com
+91-22-6171-7326
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Cummins

Powering ahead

Cummins India Ltd. (CIL) delivered robust performance with beat on revenue

at 7% and in-line EBITDA and PAT in spite of ~4 weeks of downtime during

the quarter. CIL has re-energised its product portfolio, introduced new power

gen and industrial products with 20-25% better product density vs peers. We

continue to remain positive on CIL on account of: (1) new product offerings; (2)

global consolidation and increased investment in clean tech; (3) start of a new

Capex cycle globally; and (4) exports ramp-up, given global economies are on

the path to recovery. We maintain BUY on CIL with SOTP-based target price

revised to INR 1,147 (roll over to Jun-23E; INR 1,024 earlier). We have increased

FY22E/23E EPS by 5.9%/11.3% to account for the strong export/domestic demand

and improving supply chain.

® Financial highlights: CIL reported revenue at INR 11.8bn (7% beat), on strong
exports, at INR 3.1bn (+144% YoY, +21% QoQ). Domestic sales stood at INR
8.6bn (+140/-12% YoY/QoQ). EBITDA margin came in at 12.6% (13.4%
estimate, COVID impact). EBITDA was at INR 1.5bn (in-line). CIL reported
extraordinary gains of INR 1.3bn on account of sale of a property in Pune.
Adjusting for this one-off gain APAT, was at INR 1.3bn (in-line). CIL took
price hikes to offset commodity inflation.

® Eyeing growth on back of export/domestic Capex recovery: Total export
sales for the quarter at INR 3.1bn was 2.4x of FY21 export sales with strong
comeback in the APAC market, which contributed ~30% to sales. CIL intends
to make North America 10-15% of its export market (currently at less than 5%)
and tailwinds like $1tn US spend on infra will aid recovery. CIL is expecting
multi-year growth cycle in gen-sets within sub-markets of data-center, telcos
and health support services.

® OEM penetration, after market services and clean energy: With changing
cost structure in China favoring India, CIL stands to benefit from OEMs
making India as their export base. The company is investing in hydrogen
economy and is looking for strategic partnership with firms that use it in their
manufacturing process. CIL also feels that the low penetration in off-highway
and on-highway after-market presents a big opportunity and is likely to make
an online presence in this segment.

Standalone Financial summary
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BUY

CMP (as on 13 Aug2021)  INR 976

Target Price INR 1,147
NIFTY 16,529
KEY

CHANGES OLD NEW
Rating BUY BUY

Price Target INR 1,024 INR 1,147

EPS change FY22E FY23E
% +5.9 113
KEY STOCK DATA

Bloomberg code KKCIN
No. of Shares (mn) 277
MCap (INR bn) / ($ mn) 270/3,634

6m avg traded value (INR mn) 1,257

52 Week high / low INR 989/414

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 171 294 1234

Relative (%) 33 219 787

(INR mn) Q1FY22 QI1FY21 YoY (%) QA4FY21 QoQ (%) FY21| FY22E FY23E FY24E
Net Revenues 11,845 4,982 137.8 12,465 (5.0) 43,292| 53,059 63,035 71,968
EBITDA 1,488 29  5,030.7 1,675 (11.2) 5,795 8,616 11,024 12,833
APAT 1,374 259 430.5 1,857 (26.0) 6,055 8,092 10,587 12,344
Diluted EPS (Rs) 5.0 0.9 430.5 6.7 (26.0) 21.8 29.2 38.2 445
P/E (x) 44.6 33.4 25.5 21.9
EV/EBIDTA (x) 444 241 18.6 18.6
RoE (%) 14.1 17.7 21.1 21.7

Standalone Estimate Change Summary

Consolidated FY22E FY23E

(Rs mn) New Old % Chg. New Old % Chg.
Revenues 53,059 51,794 2.4 63,035 61,680 2.2
EBITDA 8,616 8,264 4.3 11,024 10,535 4.6
EBITDA (%) 16.2 16.0 28.3 17.5 17.1 40.9
APAT 8,092 7,642 5.9 10,587 9,508 11.3

Source: Company, HSIE Research

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

Promoters 51.00 51.00
FIs & Local MFs 25.19 24.19
FPIs 10.92 11.69
Public & Others 12.89 13.12
Pledged Shares - -
Source: BSE

Parikshit D Kandpal, CFA
parikshitd.kandpal@hdfcsec.com
+91-22-6171-7317

Manoj Rawat
manoj.rawat@hdfcsec.com
+91-22-6171-7355
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KEC International

Muted performance

KEC reported in-line execution with revenue at INR 25.4 (1.6% beat), driven
by non-T&D segments. The Q1FY22 order inflow stood at INR 44bn, taking
the order book (OB) to INR 204bn (INR 260bn with L1). Margin contracted by
254/184 bps YoY/QoQ to 6.3% due to the SAE EBITDA loss of ~INR 750-800mn
and higher commodity prices. The KEC diversification gambit seems to be
paying off with local non-T&D segments like railways and civil continuing to
witness strong traction. A well-diversified order book, strong bid pipeline of
INR 700bn, and likely improvement in margins from here on may lead to
further rerating. We roll forward our estimates to Jun-23E and maintain BUY
on KEC with increased target price of INR 485/sh (14x, INR 452 earlier, Mar-
23E).

®  QI1FY22 financial highlight: KEC reported revenue of INR 25.4bn (+15/-42%
YoY/QoQ, 1.6% beat). While execution in T&D segment (INR 14bn) declined
4% YoY, revenue growth was driven by non-T&D segments, with railways
at INR 6bn (+14% YoY), civil at INR 3bn (~3x YoY), cables at INR 3.3bn (~2x
YoY) and solar/smart infra at INR 28mn (+48% YoY). EBITDA at INR 1.6bn
declined 18% YoY as margins shrunk by 254bps to 6.3% (vs est. of 4.9%),
owing to losses at SAE of ~INR 750-800mn and high commodity prices.
APAT at INR 461mn declined by 35% YoY (~2.3x beat).

" Domestic T&D to compensate SAE underperformance; margins to
improve from here on: KEC received orders of INR 44bn in QI1FY22,
primarily driven by T&D (excl. SAE), railways, civil and cables. The order
book stands at INR 204bn with INR 60bn of L1 order, majority of which is
coming from its international business. Domestic T&D, railways and civil
are expected to drive the growth/profitability for the remaining year. KEC
has a strong order pipeline of INR ~450/110/110bn in T&D/railways/civil.
The two bleeding projects in Brazil (with 15-30% execution left) are expected
to be completed by Q3FY22. The improvement in macro and political
stability would lead to normalisation around Q3FY22 for SAE. KEC has 100k
tonnes of steel at an elevated fixed price, of which 20-30% are accounted for
in this quarter and a similar quantum is expected to be consumed in
Q2FY22. SAE is expected to bleed for two more quarters before turning
profitable by Q4FY22. KEC expects FY22E EBITDA margin at ~8%.

® Increase in debt/NWC days; interest cost improves: The consolidated net
debt, including the interesting bearing acceptances (at Rs 14bn), jumps to
INR 39bn (INR 32bn at the end of Mar-21). The net debt (excl. acceptances)
commitment for full year is targeted at INR 25bn. NWC was at 135 days vs
112 days in last quarter, mainly because of stretched payment from railways
hit by passenger trains not fully operational during the quarter. The interest
cost for the quarter declined to 2.6% of sales (vs 3% in Q1FY21).

Consolidated Financial Summary

[l HDFC securities 2‘;
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INSTITUTIONAL RESEARCH

BUY

CMP (as on 02 Aug 2021)  INR 419

Target Price INR 485
NIFTY 15,885
EI]::I‘I{&NGES OLD NEW
Rating BUY BUY
Price Target INR 452 INR 485
EPS FY22E FY23E
Change % _ .
KEY STOCK DATA

Bloomberg code KECIIN
No. of Shares (mn) 257
MCap (INR bn) / ($ mn) 107/1,449
6m avg traded value (INR mn) 116
52 Week high / low INR 486/267

STOCK PERFORMANCE (%)

3M 6M 12M
Absolute (%) 44 56 525
Relative (%) (4.3) 0.3 9.1

SHAREHOLDING PATTERN (%)
Mar-21 Jun-21

(INR mn) FY%; FY% 1(/% FY%: Q(“%Q) FY21| FY22E FY23E FY24E
Revenues 25400 22,068 151 43,605  (41.8) 131,142| 147,669 165927 182,672
EBITDA 1599 1,949  (180) 3,546  (549) 11412| 12172 15888 19,219
APAT 461 708 (34.8) 1,943  (763)  5527| 5738 8204 10,767
EPS (Rs) 18 28 (348 76  (76.3) 215 2.3 32.3 419
P/E (x) 194 18.7 129 10.0
EV/EBIDTA () 12.1 11.1 8.5 69
RoE (%) 18.0 15.7 19.1 20.7

Source: Company, HSIE Research

Promoters 51.82 51.82
FIs & Local MFs 24.92 26.06
FPIs 10.75 11.06
Public & Others 12.51 11.06
Pledged Shares - -
Source: BSE

Parikshit D Kandpal, CFA
parikshitd.kandpal@hdfcsec.com
+91-22-6171-7317

Chintan Parikh
chintan.parikh@hdfcsec.com
+91-22-6171-7330

Manoj Rawat
manoj.rawat@hdfcsec.com
+91-22-6171-7355

Page | 68



HSIE Results Daily

Kalpataru Power Transmission

Muted performance

Kalpataru Power (KPTL) reported revenue/EBITDA of INR 15.8/1.6bn, a miss
of 6/7%. APAT too missed our estimates by 21% on higher-than-expected
interest cost and taxes. KPTL secured new orders worth INR 8.6bn in Q1, taking
the order book (OB) to INR 134bn. Management has guided for 10-15% topline
growth in FY22 with double-digit margins. It expects to achieve a net cash status
by FY22, with INR 7bn of cumulative cash flows from the transmission asset
divestment and Indore real-estate project. The Shubham logistics monetisation
has been deferred by a couple of years, owing to limited interest. We roll
forward our SOTP target price to INR 590/sh (Jun-23E, INR 560 earlier),
maintain BUY, and retain our earnings estimates.

® Q1FY22 financial highlights: KPTL reported revenue of INR 15.8bn
(+8.7%/32.1% YoY/QoQ), a miss of 6%. T&D revenue grew by 12% YoY, O&G
by 28% YoY and railways by 23% YoY. EBITDA came in at INR 1.6bn (+3.8/-
33.3% YoY/QoQ, a miss of 7%). KPTL continues to hold (cost to completion)
CTC provisioning of INR 1.4bn made in Q4FY21 as commodity prices have not
reversed. Other operating expenses, at INR 1.6bn, were higher by 40% YoY,
partly on account of higher freight cost. The company is expecting a hit of USD
6mn in FY22 and has booked USD 3mn in Q1FY22. APAT was at INR 760mn
(+10.1%/-41.5% YoY/QoQ), missing our estimates by 20.7%.

® Lifting of the World Bank ban in Oct-21 to aid access to larger bidding pool:
KPTL received orders of INR 8.6bn, taking the order book to INR 134bn.
Including the L1 of INR 25.5bn, the OB stands at INR 159.5bn. The company
expects order inflows of INR 90bn for FY22 with INR 20bn each in O&G and
railways and INR 50bn in T&D. Internationally, it is expecting a few orders in
O&G in FY22; in transmission, significant opportunity opens up after Oct-21,
when the World Bank imposed debarment ends (on World Bank funded
projects in Africa and SAARC); in railways, KPTL is confident of receiving a few
more orders from neighboring countries in FY22. For the remaining part of the
year, the order pipeline is expected at INR 400-450bn.

® Net cash status by FY22: The Kohima transmission asset sale to CLP India is
now expected to complete by Q2FY22 as a few banking and regulatory
approvals are pending. The standalone net debt stood at INR 12.2bn (net D/E
0.31x). KPTL is well on track to achieve a net cash target at the standalone level,
following the sale of Kohima asset and collection from Indore Real estate
project. KPTL is targeting FY22 cash inflow of more than INR 1.5bn from the
Indore project and expecting around INR 5.5bn from the Kohima asset sale.
KPTL promoters have maintained their commitment of reducing pledged
shares to 40% of holding by Dec-21.

Standalone Financial Summary
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BUY

CMP (as on 04 Aug 2021)  INR 472
Target Price INR 590
NIFTY 16,259
Chances 0D NEW
Rating BUY BUY
Price Target INR 560 INR 590
FY22E FY23E
EPS %
KEY STOCK DATA
Bloomberg code KPP IN
No. of Shares (mn) 149
MCap (INR bn) / ($ mn) 70/945
6m avg traded value (INR mn) 183
52 Week high / low INR 496/224

STOCK PERFORMANCE (%)
3M  6M  12M
Absolute (%) 311 301 1054

Relative (%) 184 227 612

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

(Rs mn) QIFY22 QIFY21 YoY (%) Q4FY21 QoQ (%) FY21| FY22E FY23E FY24E
Net Revenues 15,860 14,590 87 23370 (32.1) 76,710 85227 98,187 107,094
EBITDA 1,620 1,560 38 2430 (33.3) 8080 8400 10546 11,261
APAT 760 690 101 1,300 (415)  4890| 4692 6242 6711
Diluted EPS (Rs) 5.1 463 10.1 8.73 (415  328| 315 419 451
P/E (x) 143| 149 112 104
EV/EBIDTA (x) 97 92 73 67
RoE (%) 132 115 140 140

Source: Company, HSIE Research

Promoters 56.49 54.55
FIs & Local MFs 26.45 27.62
FPIs 6.33 7.30
Public & Others 10.73 10.53
Pledged Shares 28.70 25.04
Source : BSE
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UltraTech Cement
UltraHigh! Margin at its best ever; outlook strong
We maintain BUY on UltraTech (UTCEM) with a higher target price of INR CMP (as on 22 July 2021) INR 7,459
8,155/share (16x Jun’23E consolidated EBITDA). UTCEM delivered its best-ever Target Price INR 8,155
consolidated EBITDA margin — INR 1,536/MT (+16/8% QoQ/YoY) —-in Q1FY22. NIFTY 15.824
Amidst lower sales QoQ (lockdown impact), robust pricing and healthy cost -
controls moderated the consolidated net sales’EBITDA/APAT decline to KEY
18/10/6% QoQ, resulting in INR 118.3/33.1/17.0bn (+54/59/79% YoY on a low | CHANGES OLD NEW
base) respectively. We continue to like UTCEM for its strong volume focus Rating BUY BUY
along with superior margin delivery and working capital (WC) controls. Price Target INR7760 INR 8,155
= FY22Q1 performance: UTCEM continued to surprise positively, as it posted FY22E FY23E
its best-ever EBITDA margin in Q1FY22. While the pandemic impact pulled EBITDA %
down total sales volume by 23% QoQ, robust pricing across all markets i +8
buoyed NSR by 6% QoQ. Further, continued efficiency improvement, fuel
mix optimisation, asset sweating and, rising share of green power moderated KEY STOCK DATA
the impact of lower utilisation and soaring fuel prices. Thus, unitary opex rose Bloomberg code UTCEM IN
a modest 3% QoQ, driving up unitary EBITDA to an all-time high of INR No. of Shares (mn) 289
1,536/MT. Interest cost continued to decline on UTCEM’s steady debt
reduction, thereby boosting APAT. MCap (INR bn) / (§ mn) 2,153/28,933
*  Qutlook: UTCEM expects to commission its ongoing expansion (19.5mnMT 6m avg traded value (INR mn) 3,906
—spread across north, central, east and west regions), by end FY23. It will also 52 Week high / low INR 7,547/3,735
continue to reduce debt to become a net cash company. It is also investing
towards increasing the share of green power to 34% by FY24, from 13% in STOCK PERFORMANCE (%)
FY21. We upg.rade our ansglldated EBITDI.A.esturnates fc.)r FY22/23/24E by M M 12M
8/5/5% respectively, factoring in the robust pricing and continued production-
. . . . . . . Absolute (%) 224 348 931
efficiency gains. We reiterate our BUY rating with a revised target price of
INR 8,155/share, (16x Jun'23E consolidated EBITDA). Relative (%) 117 283 538
Consolidated Quarterly/Annual Financial summary
YE Mar Q1 Q1  YoY Q4 QoQ SHAREHOLDING PATTERN (%)
(INR bn) FY22  FY2l (o) Fya1 (g Y2 FY21| FY22E FY23E FY24E
Sales (mn MT)* 215 147 470 278 (22.5) 825  864| 938 1011 113.0 Mar21  Jun-21
NSR (INR/MT)* 5495 5236 49 518 60 5142 5177 5280 5359 5413 Promoters 59.96 60.00
Opex (INR/MT)* 3958 3818 3.7 3857 26 4005 3838 4018 4050 4,078 FIs & Local MFs 1374 1439
EBITDA(INR/MT)* 1,536 1418 83 1,328 156 1,137 1,339 1262 1309 1335
Net Sales 1183 767 542 1441 (17.9) 4243 4473| 5007 5479 6180 FPls 17.28 1658
EBITDA 331 208 592 369 (104) 938 1157| 1237 1383 157.3 Public & Others 9.02 9.03
APAT 17.0 95 789 181 (6.1) 387 558 597 730 970 Pledged Shares i )
AEPS (INR) 590 330 789 628 (61) 1340 1933| 2067 2530 336.0
EV/EBITDA (x) 145 120 177 154 129 Source : BSE
EV/MT (INR bn) 1.8 118 179 168 150 Pledged shares as % of total shares
P/E (x) 309 238 361 295 222
ROE (%) 106 134 128 139 161
Source: Company, HSIE Research, * For combined grey +white/putty operations
Estimates revision Rajesh Ravi
INR Bn FY22E FY22E Chunge FY23E FY23E Change FY24E FY24E Change rajesh_ravi@hdfcsec_com
Old Revised % Old Revised % Old Revised % +91-22-6171-7352
Net Sales 4863 5007 30| 5368 547.9 21| 6055 618.0 2.1
EBITDA 1149 1237 77| 1320 138.3 48| 1503 157.3 4.7
APAT 53.8 597 109 68.8 73.0 6.1 91.8 97.0 5.7 Saurabh Dugar
AEPS (INR) 186.4 206.7 10.9 238.4 253.0 6.1 318.1 336.0 5.7 saurabh_dugar@hdfcsec_com
Source: Company, HSIE Research +91-22-6171-7353
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Shree Cement

Margin stable QoQ despite robust pricing gains REDUCE
We maintain our REDUCE rating on Shree Cement (SRCM) with an unchanged CMP (as on 9 Aug 2021)  INR 28,273
SOTP target price of INR 27,500/share (standalone cement business at 16.5x Target Price INR 27,500
Jun’23E EBITDA and UAE business at 1x BV). SRCM reported broadly an in- NIFTY
line performance in Q1FY22 as consolidated net sales’EBITDA/APAT fell
13/14/14% QoQ to INR 34.50/10.14/6.62bn respectively. The decline is led by the KEY

pandemic-driven 17% QoQ volume decline and higher freight costs. Despite CHANGES
NSR buoying 4% QoQ, unitary EBITDA rose a modest 3% QoQ to INR Rating REDUCE  REDUCE
1,432/MT, on elevated opex.

"  Q1FY22 performance: Sales volume fell 17% QoQ, impacted by the lockdown.
Utilisation fell to 63% vs 76% QoQ. Despite lower sales, NSR firmed up 4%
QoQ on healthy pricing, mainly in the east. However, as opex also rose
jumped 5% QoQ, it muted unitary EBITDA expansion by 3% QoQ to INR

16,258

OLD NEW

Price Target INR 27,500 INR 27,500

EBITDA FY22E FY23E
revision % - -

1,474/MT. Rising fuel/diesel prices and op-lev loss drove cost inflation. KEY STOCK DATA
* Capex update and outlook: SRCM expects to commission the 3mn MT SGU Bloomberg code SRCM IN
in Patas (Maharashtra) by Sep’21 (delayed due to COVID and Right of Way No. of Shares (mn) 36
issues). Its 4mn MT brownfield clinker plant in Baloda Bazar (Chhattisgarh) MCap (INR bn) / (§ mn) 1,020/13,708
is estimated to be operational in HI1FY23E. These will increase its
6m avg traded value (INR mn) 1,623

clinker/cement capacities to 29/46mn MT in FY23E. SRCM spent INR 3bn
towards these projects in Q1FY22. We maintain our earnings estimates and 52 Week high / low INR 32,050/18,184
SOTP target price of INR 27,500/sh on the stock. We value its standalone
cement business at 16.5x Jun’23E EBITDA and the UAE business at 1x BV. We STOCK PERFORMANCE (%)
maintain REDUCE, owing to the expensive valuation.

3M 6M 12M
Quarterly/annual financial summary (standalone)

YEM o1 o1 YoY 01 000 Absolute (%) 1.6 0.4 29.0
ar o (o
FY20 FY21| FY22E FY23E FY24E
(INR bn) FY22 FY21 (%) FY21 (%) Relative (%) (9.0) (5.6) (14.0)
1?2?)5 Vol (mn 6.8 49 388 82 (167) 249  268| 291 326 368
NSR (INR/MT) 4,975 4,697 59 4,766 44 4568 4651| 4722 4787 4,889 SHAREHOLDING PATTERN (%)
Opex (INR/MT) 3,501 3,277 69 3334 50 3116 3,182 3209 30204 3274 Mar-21 Jun-21
EBITDA (INR/MT) 1474 1,421 37 1432 29 1452 1469 1512 1580 1,612 Promoters 62.55 62.55
Net Sales 3449 2332 479 3958 (12.8) 119.04 125.88| 139.07 157.78 181.86
FIs & Local MFs 10.80 10.48
EBITDA 1014 701 447 1182 (143) 3675 3955| 4415 5169 5956
12.51 13.02
APAT 662 371 785 768 (13.8) 1570 2312| 2482 2900 3281 FPIs 5 30
AEPS (INR) 1834 1028 785 2128 (13.8) 4352 640.8| 687.8 803.7 909.2 Public & Others 14.14 13.95
EV/EBITDA (x) 268  241| 218 185 159 Pledged Shares - B}
EV/MT (INR bn) 2358 2231| 2206 1975 1771 Source - BSE
P/E () 649 dal 411 351 311 Pledged shares as % of total shares
RoE (%) 139 164 152 157 155

Source: Company, HSIE Research

Rajesh Ravi
rajesh.ravi@hdfcsec.com
+91-22-6171-7352
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Ambuja Cement

All-time high EBITDA margin; north expansion in sight

We maintain ADD on Ambuja Cements (ACEM) with a revised target price of
INR 400/share (SOTP based). In Q2CY21, ACEM delivered its best-ever
consolidated EBITDA margin — INR 1,495/MT (+11/5% QoQ/YoY). Robust
pricing and continued cost controls moderated the impact of lower sales QoQ.
Thus, standalone net sales/EBITDA declined 7/2% QoQ to INR 33.7/9.6bn
(+55/61% YoY on a low base) respectively. APAT grew 9% QoQ on dividend
income from ACC. We expect the commissioning of Rajasthan plant in Q3CY21
to accelerate volume growth CY22E onwards.

= CY21Q2 performance: ACEM reported an all-time-high operating margin in
Q2CY21 of INR 1,495/MT (+11/5% QoQ/YoY). Robust pricing gain (+5% QoQ)
and healthy cost controls (opex rose a modest 3% QoQ) buoyed the operating
margin. Amidst rising fuel prices and lower utilisation (QoQ), continued cost
controls moderated the inflation. During H1CY21, Ambuja spent INR 5bn
towards the ongoing expansion. At the end of Jun'2l, its working capital
increased by ~INR 7bn vs Dec’20, which is seasonal in nature.

® OQOutlook: Ambuja noted that Rajasthan project (3.0/1.8mn MT
clinker/cement) will be operational in Q3CY21. It also announced a 1.5mn MT
brownfield SGU in Punjab. Additionally, Ambuja is adding 54MW WHRS
across three locations and wet fly-ash dryer across four locations, which will

its

aid opex control, going forward. We upgrade our EBITDA estimates for
CY21/22/23E by 7/4/5% respectively, factoring in robust pricing trend and good
cost controls. We maintain our ADD rating on the stock with a revised TP of
INR 400/share (SOTP based). We value the standalone cement business at 14x
its Jun’23E EBITDA and its 50.05% holding in ACC at a 20% discount to our
target market capitalisation for ACC.

Consolidated quarterly/annual financial summary

ADD

CMP (as on 23 July 2021) INR 402
Target Price INR 400
NIFTY 15,856
gll::l‘I{&NGES OLD NEW
Rating ADD ADD
Price Target INR 371 INR 400
CY21E CY22E
EBITDA %
6.8 4.3
KEY STOCK DATA
Bloomberg code ACEM IN
No. of Shares (mn) 1,986
MCap (INR bn) / ($ mn) 799/10,736
6m avg traded value (INR mn) 1,968
52 Week high / low INR 410/197
STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 363 565 100.2
Relative (%) 26.8 47.0 61.3

SHAREHOLDING PATTERN (%)

EENII\:;) Cgi CY%; 1(/% CY% Q(ig CY19  CY20| CY21E CY22E CY23E
Sales (mn MT)* 6.42 419 532 724 (11.3) 2396  22.67| 2661 2874  30.75
NSR (INR/MT)* 5,251 5,195 1.1 5,002 5.0 4,870 5,016 5,145 5,219 5,295
Opex (INR/MT)* 3,756 3,775 (0.5) 3,653 2.8 3,973 3,849 3,903 3,956 4,033
EBITDA(INR/MT)* 1495 1,421 52 1,349 108 897 1,167 1,242 1,263 1,262
Net Sales 3371 2177 549 3621 (69) 11668  113.72| 13690 149.97 162.80
EBITDA 9.60 5.95 61.2 9.77  (1.8) 21.49 26.47 33.05 36.30 38.80)
APAT 7.23 453 595 665 88 1477  1790| 2237 2468 2673
AEPS (INR) 3.6 23 595 33 88 7.4 9.0 11.3 12.4 13.5
EV/EBITDA (x) 29.5 24.6 19.4 17.2 159
EV/MT (INR bn) 2144  2205| 2041 1997 1953
P/E (x) 54.0 44.6 35.7 32.3 299
ROE (%) 6.8 8.4 10.6 10.7 10.7
Source: Company, HSIE Research
Estimates revision
INR Bn CY21E | CY21E| Change| CY22E | CY22E | Change | CY23E | CY23E | Change
Old | Revised % Old | Revised % Old | Revised %
Net Sales 131.2 136.9 44 145.0 150.0 3.4 157.5 162.8 3.4
EBITDA 30.9 33.1 6.8 34.8 36.3 43 37.0 38.8 47
APAT 20.8 224 7.8 235 24.7 5.2 25.3 26.7 5.8
AEPS (INR) 10.5 11.3 7.8 11.8 12.4 5.2 12.7 135 5.8

Source: Company, HSIE Research

Mar-21 Jun-21
Promoters 63.29 63.28
FIs & Local MFs 12.11 12.23
FPIs 17.75 17.69
Public & Others 6.85 6.80
Pledged Shares - -
Source : BSE

Pledged shares as % of total shares

Rajesh Ravi
rajesh.ravi@hdfcsec.com
+91-22-6171-7352

Saurabh Dugar

saurabh.dugar@hdfcsec.com
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Page | 73



5 Horo et [
HSIE Results Daily Click. Invest. Grow. YEARS

INSTITUTIONAL RESEARCH

ACC

Unitary EBITDA at 12-year high on cost controls

We reiterate our BUY rating on ACC with a revised target price of INR

BUY

CMP (as on 19 July 2021) INR 2,152

2,610/share. In Q2CY22, ACC not only gained from healthy realisation across Target Price INR 2,610
all markets, but also exhibited superior cost controls, which helped beat fuel NIETY 15.752
and diesel price inflation, bolstering unitary EBITDA to a 12-year high of INR
1,235/MT (+10/20% YoY/Qo0Q). The company continues to focus on many cost KEY
reduction programs under the project “Parvat”, boosting the margin outlook. CHANGES oLb NEW
Its major expansion in the central region is expected to be commissioned Rating BUY BUY
between Q2 and Q4CY22, which bolsters the visibility on volume. Price Target ~ INR2,185  INR 2,610
®  Robust cost controls; cement EBITDA margin soars to a 12-year high: While CY21E CY2E
ACC’s consolidated net sales fell 10% QoQ, hit by the lockdown, healthy EBITDA %
pricing and cost controls drove up EBITDA/APAT by 1% QoQ each. Despite 109 o
the impact of the pandemic, the company achieved 80% utilisation. Healthy
o lled 0 ; 0 ; KEY STOCK DATA
pricing pulled up cement NSR by 6% QoQ (our estimate +5%). ACC continues
to beat cost inflation amid surging fuel/diesel prices - unitary input cost rose Bloomberg code ACCIN
a modest 2% QoQ, and freight cost fell 2% QoQ. These moderated the impact No. of Shares (mn) 188
of the rising packing cost and negative op-lev and opex rose a modest 2%
.. . , o MCap (INR bn) / ($ mn) 404/5,430
QoQ. Robust pricing gains, thus, bolstered ACC’s cement EBITDA by 10/20%
YoY/QoQ to INR 1,235/MT (12-year high!). RMC’s contribution to total 6m avg traded value (INR mn) 1,709
EBITDA fell to 3% vs 5% QoQ on lower sales and increased cement prices. 52 Week high / low INR 2,169/1,289
®  Cost control remains in focus: Under the ongoing project “Parvat”, ACC is
working on improving its clinker factor, energy consumption, and lead STOCK PERFORMANCE (%)
distance reduction. The company plans to add 24MW of WHRS by Q2CY22, 3M 6M  12M
which would reduce its blended power costs. It is also adding wet flyash
Absolute (%) 147 257 635

dryers at three locations, which will reduce its flyash cost. Over the next 10
years, it plans to increase waste material consumption by 5x. It is also Relative (%) 51 193 216
implementing direct dispatches to lower handling costs.

® Expansion update and outlook: ACC expects to commission 2.7/1.0mn MT SHAREHOLDING PATTERN (%)

clinker/cement capacity by Q2CY22 and the remaining 2.6mn MT SGUs in UP Mar-21 Jun-21
by the end of CY22. These will drive volume CY23 onwards. Factoring in the Promoters 5453 5453
robust cost control initiatives, we upgrade our consolidated EBITDA
estimates for CY22/23/24E by 11/7/7% respectively. With increased visibility
on its upcoming expansion and steady cost reduction-led margin
improvement, we upgrade our valuation multiple to 12x its Jun'23E Public & Others 12.55 12.48
consolidated EBITDA (from 11x earlier). We reiterate BUY with a revised

FIs & Local MFs 20.28 19.42

FPIs 12.64 13.57

Pledged Shares 0.0 0.0
target price of INR 2,610/share.
Source : BSE
Consolidated Financial Summary
:;ENE‘;M CY%i CY% );% CY% Q("/Q) CY19 CY20| CY21IE CY2E CY23E
Net Sales 38,849 26,022 493 42920  (9.5) 156,576 137,860| 168,222 181,994 207,927
EBITDA 8693 5254 655 8,602 1.1 24,128 24,840| 30,709 33,297 38,630
APAT 5695 2,710 1102 5626 12 12,782 14,088| 19,176 21,017 23,436 Rajesh Ravi
AEPS (INR) 303 144 1102 299 12 681 750 1021 1119 1248 rajesh.ravi@hdfcsec.com
EV/EBITDA (x) 100 139 112 111 9.4 +91-22-6171-7352
EV/MT (INR bn) 729 1044 999 941 930
P/E (x) 225 287 211 192 172
ROE (%) 116 116 144 143 145 Saurabh Dugar

saurabh.dugar@hdfcsec.com
+91-22-6171-7353

Source: Company, HSIE Research, Consolidated Financials
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Dalmia Bharat

Strong performance; embarks on major expansion

We maintain ADD rating on Dalmia Bharat (DBEL) with an unchanged target
price of INR 2,210/share (13x Jun’23E consolidated EBITDA). In Q1FY22, its
net sales/EBITDA fell 18/8% QoQ (up 36/14% YoY on a low base) to INR
25.9/7.0bn due to a sharp volume loss (mainly in the south). Robust pricing
across markets, fuel mix optimisation, and continued productivity gains,
however, moderated the impact of profits. DBEL outlined major Capex plans
to increase its capacity by ~58% to 48mn MT by FY24E. It will also increase the
share of low-cost green power to ~20% in FY24E vs 5% in FY21.

=  FY22Q1 performance: Sales volume fell 24% QoQ in Q1, hit by the extended
lockdown in the south, while sales in the east were less impacted. NSR
jumped 8% QoQ on robust pricing across all its markets. Opex rose 4% QoQ,
mainly on op-lev loss due to lower utilisation (65% vs 86% QoQ) and rise in
employee costs. Despite the rising slag and fuel prices, fuel mix optimisation
and productivity gains kept opex inflation in check. Thus, unitary EBITDA
bounced 20% QoQ to INR 1,431/MT. DBEL continued to repay its old debt
(down 12% QoQ to INR 34bn), leading to lower interest expense.

® Capacity to increase by 58% by FY24E: DBEL outlined 4.7/9.9mn MT
clinker/cement expansion plans. Along with the ongoing expansion, these
will increase DBEL’s cement capacity by 58% to 48mn MT in FY24E. Its
ongoing investments in WHRS/solar power will expand the share of green
power to ~20% in FY24E vs ~5% in FY21. Thus, DBEL’s total Capex spend
will accelerate to ~INR 100bn during FY22-24E, leading to debt increase
hereon. However, we expect its net debt/EBITDA to remain comfortable
under 2x. We have increased our EBITDA estimates for FY22/23/24E by
6/10/4% respectively, factoring in higher sales outlook and cost savings. We
have also built in Capex as per the company’s plans in our estimates.

Quarterly/annual financial summary (consolidated)

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
INSTITUTIONAL RESEARCH

ADD

CMP (as on 28 July 2021) INR 2,147

Target Price INR 2,210
NIFTY 15,709
gEI;NGES OLD NEW
Rating Add Add
Price Target INR 2,210 INR 2,210
EBITDA FY22E FY23E
revision % 5.7 9.5
KEY STOCK DATA

Bloomberg code DALBHARA IN
No. of Shares (mn) 187
MCap (INR bn) / ($ mn) 402/5,404
6m avg traded value (INR mn) 369
52 Week high / low INR 2,375/652

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 422 883 1971

Relative (%) 36.8 750 1593

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

YE Mar Q1 Q1 YoY Q4 QoQ
(INR bn) FY22  FY21 ©)  FY21 ) FY20 FY21| FY22E FY23E FY24E
Sales (mn MT) 4.89 3.66 33.6 6.42 (23.8) 19.3 20.7 23.8 27.1 30.5

NSR (INR/MT) 5294 5,194 1.9 4,900 8.0 4707 4878| 5,122 5,019 5,069
Opex (INR/MT) 3,863 3,514 9.9 3,712 41 3617 3545 3,872 3,808 3,888
EBITDA(INR/MT) 1,431 1,680 (14.8) 1,188 204 1,090 1,333| 1,249 1,211 1,181

Net Sales 25,890 19,010  36.2 31,460 (17.7) 95,810 100,970|121,965 136,233 154,586
EBITDA 7,000 6,150 13.8 7,630 (8.3) 21,050 27,590| 29,747 32,874 36,026
APAT 2,660 1930 378 1,590 673 2230 12,190| 11,237 11,895 11,533
AEPS (INR) 14.2 103 382 85 673 11.6 65.3 60.1 63.6 61.6
EV/EBITDA (x) 21.0 15.4 14.6 13.5 12.8
EV/MT (INR bn) 16.9 14.0 12.2 12.5 9.6
P/E (x) 179.6 329 35.6 33.7 347
ROE (%) 2.1 10.5 8.5 8.3 7.5

Source: Company, HSIE Research

Estimates revision

INR Bn FY22E  FY22E Change | FY23E FY23E  Change FY24E FY24E  Change

Old Revised % Old Revised % Old Revised %
Net Sales 123.2 122.0 -1.0 134.7 136.2 1.1 151.1 154.6 2.3
EBITDA 28.1 29.7 57 30.0 329 9.5 34.5 36.0 4.4
APAT 7.2 11.2 55.9 8.7 11.9 37.1 13.2 11.5 -12.6
AEPS (INR) 38.5 60.1 55.9 46.4 63.6 37.1 70.5 61.6 -12.6

Source: Company, HSIE Research

Promoters 55.97 55.97
FIs & Local MFs 4.96 5.79
FPIs 13.46 13.14
Public & Others 25.61 25.10
Pledged Shares - -
Source : BSE

Pledged shares as % of total shares

Rajesh Ravi
rajesh.ravi@hdfcsec.com
+91-22-6171-7352
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The Ramco Cements
Sharp volume decline on extended lockdown in south REDUCE

We maintain REDUCE rating on The Ramco Cements (TRCL) with an | CMP (ason 27 July2021) INR 1,060
unchanged target price of INR 1,044/share (13x Jun’23E EBITDA). In Q1FY22, | Target Price INR 1,044
while TRCL’s sales suffered heavily owing to the extended lockdown in the
south, robust pricing moderated the impact of lower utilisation and fuel
inflation. Thus, its net sales/EBITDA/APAT fell 25/19/21% QoQ (up 18/40/54% | kgy

NIFTY 15,746

YoY on a low base) to INR 12.29/3.64/1.69bn respectively. CHANGES OLD NEW
= FY22Q1 performance: Prolonged lockdown in the south (mainly in Kerala and | Rating Reduce .
Tamil Nadu) adversely impacted TRCL’s sales volume, which fell 33% QoQ. | Price Target INR 1,044  INR 1,044
H(.)x./vev.er, solid pricing gain (+11% QoQ) mc.)dera.ted the impact of lower EBITDA FY22E FY23E

utilisation (44% vs 66% QoQ) and input cost inflation (+6% QoQ). Outward o
revision % 0.4 0.0

freight cost remained stable QoQ and clinker movement cost fell sharply QoQ.
Unitary EBITDA surged to INR 1637/MT (27/16% YoY/QoQ), driven by robust
pricing gains, amidst weak volumes. The windmill segment’s contribution to
EBITDA remained flattish YoY at 4%. TRCL commissioned 1.5mn MT clinker | Bloomberg code TRCL IN
(line 3) at Jayantipuram in Q1FY22.

KEY STOCK DATA

No. of Shares (mn) 236
= Capex update and outlook: It will commission 2.25mn MT clinker and 9IMW
WHRS at Kurnool in Q2FY22. In FY23, it will commission 1mn MT grinding
and 12/18MW WHRS/CPP at Kurnool in FY23. TRCL will spend ~INR 8bn on | ™ aV8 traded value (INR mn)
the ongoing expansions during FY22-23. Additionally, it is replacing an old | 52 Week high/low INR 1,133/664
kiln of Imn MT in Tamil Nadu with a new one of 1.5mn MT (incurring a
Capex of INR 4.8bn). It will also spend INR 1.6bn towards four dry mortar | STOCK PERFORMANCE (%)
plants. We maintain our EBITDA estimates and target price for the company.
Our target price of INR 1,044 is based on 13x its Jun'23E EBITDA. We maintain

MCap (INR bn) / ($ mn) 250/3,359

655

3M 6M 12M

our REDUCE rating on the stock, owing to its expensive valuation. Absolute (%) 105368 544
Quarterly/annual financial summary Relative (%) 31259 158
YE Mar 01 Q1 Yoy Q4 QoQ

FY20  FY21| FY22E FY23E FY24E

(INR bn) FY22 FY21 (%) FY21 (%) SHAREHOLDING PATTERN (%)
Sales (mn MT) 2.14 1.94 10.5 3.21 (33.3) 11.2 10.0 10.8 12.6 13.6 Mar-21 Jun-21
NSR (INR/MT) 5,651 5,293 6.8 5072 114 4,740 5222 5379 5426 5479

Promoters 42.54 42.54
Opex (INR/MT) 4,014 4,008 0.2 3,655 9.8 3,759 3,703| 3916 3,869 3,912
EBITDA(INR/MT) 1,637 1285 274 1417 155 981 1,520 1463 1,557 1,567| | Fls & Local MFs 23.23 2230
Net Sales 12,287 10,418 17.9 16,306 (24.6) 53,684 52,684| 58,649 69,078 75,269 FPIs 8.26 8.64
EBITDA 3640 2,600 400 4490 (189) 11,367 15480| 16,184 20,018 21714| | public & Others 25.97 2652
APAT 1,690 1,096 542 2,144 (21.2) 6,011 7611 7,764 10,749 12,379 Pledged Shares 554 520
AEPS (INR) 7.2 4.7 54.2 9.1 (21.2) 25.5 32.3 33.0 45.6 52.5

Source : BSE
EV/EBITDA (x) 181 133 170 135 122
EV/MT (INR bn) 112 107| 135 127 124| | Pledsedsharesas% of total shares
P/E (x) 29.5 23.3 32.2 23.2 20.2
ROE (%) 12.8 14.4 13.0 15.8 15.8

Source: Company, HSIE Research

Estimates revision

INR Bn FY22E  FY22E Change | FY23E FY23E  Change FY24E FY24E  Change
Old Revised % Old  Revised % Old  Revised %

Net Sales 60.5 58.6 -3.1 72.0 69.1 4.1 79.2 75.3 5.0 ) )
Rajesh Ravi

EBITDA 16.1 16.2 04 20.0 20.0 0.0 21.7 217 0.1 . .
rajesh.ravi@hdfcsec.com

APAT 7.7 7.8 0.6 10.7 10.7 0.1 12.4 12.4 01 | 191.22-6171-7352

AEPS (INR) 32.8 33.0 0.6 45.6 45.6 0.1 525 525 0.1

Source: Company, HSIE Research
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JK Cement

Healthy performance

We maintain ADD on JK Cement (JKCE) with a revised TP of INR 3,210 (11.5x
Jun’23E consolidated EBITDA). JKCE delivered a healthy show in Q1FY22.
While consolidated sales volume fell ~22% QoQ (pandemic-led), robust grey
cement pricing drove up blended NSR by 3% QoQ, which more than offset 2%
opex inflation, moderating impact on profits. Thus, consolidated
revenue/EBITDA/APAT fell 20/17/25% QoQ to INR 17.14/4.0/1.92bn
respectively. The company is working at swift pace towards its Greenfield 4mn
MT grey cement expansion in central region.

® QIFY22 performance: The pandemic drove grey cement/W&P volume
decline of 21/28% QoQ. Despite lower sales, grey NSR firmed up 7% on robust
pricing and lower share of clinker and non-trade sales. However, W&P NSR
fell 4% QoQ amidst weak urban sales, moderating blended NSR rise to 3%
QoQ. Blended opex rose 2% QoQ, on account ~10% fuel cost inflation, op-lev
loss and annual employee cost hike. Subsequently, riding on strong grey
realisation, the blended unitary EBITDA firmed up 7% QoQ to INR 1,295/MT.
The share of trade sales improved to 68% vs 65% QoQ. Blended cement
production increased to 62% vs 58% QoQ. JKCE expects to expand the share
of blended cement to 75%, going ahead, as its trade sales increase.

= Capex update and outlook: JKCE’s 0.3mn MT clinker debottlenecking will be
completed in Q2FY22. It expects to commission its 4mn MT greenfield plants
in the central region by end FY23E. The company will incur a Capex of ~INR
12.5/14bn in FY22/23E towards these. Over the next 10 years, JKCE is planning
to increase the share of green power to ~75% vs 25% currently. Of these,
WHRS would contribute atleast ~50% of total power requirements and the
rest would mostly be solar power (on opex model basis). We marginally
upgrade consolidated EBITDA estimates by 1/2/6% for FY22/23/24E
respectively. We maintain our ADD rating on the stock with a revised TP of
INR 3,210/sh (11.5x Jun’23E consolidated EBITDA).

Consolidated quarterly/annual financial summary

E{RES];[:; FY%; FY%; 1;% FY%‘; Qz/?) FY20 FY21| FY22E FY23E FY24E
Sales (mn MT) 311 181 718 399 (22.1) 102 120 134 150 173
NSR (Rs/MT) 5508 5547  (0.7) 5345 3.0 5666 5507| 5618 5752 579
Opex (Rs/MT) 4213 4373  (3.7) 4134 19 4481 4192| 4255 4306 4,376
EBITDARs/MT) 1295 1173 103 1211 69 1185 1315 1363 1446 1421
Net Sales 1714 1005 706 2134 (197) 5802 6606 7550 8618 100.42
EBITDA 403 213 895 483 (166 1213 1578 1832 2166 2461
APAT 192 052 2672 255 (247) 492 749 893 1134 1254
AEPS (Rs) 248 68 2672 330 (247) 637  969| 1155 1467 1622
EV/EBITDA(x) 24 168 146 123 107
EV/MT (Rs bn) 149 136 137 137 112
P/E (x) 501 329 276 217 197
RoE (%) 173 223| 219 230 210

Source: Company, HSIE Research

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
INSTITUTIONAL RESEARCH

ADD

CMP (as on 17 Aug 2021) INR 3,191

Target Price INR 3,210
NIFTY 16,615
EII::I;NGES OLD NEW
Rating ADD ADD
Price Target INR 3,130 INR 3,210
FY22E FY23E
EBITDA %
1.3 1.7
KEY STOCK DATA
Bloomberg code JKCE IN
No. of Shares (mn) 77
MCap (INR bn) / ($ mn) 245/3,314
6m avg traded value (INR mn) 226

52 Week high / low INR 3,700/1,412

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 159 160 1128

Relative (%) 34 81 66.2

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

Promoters 57.65 57.63
FIs & Local MFs 20.63 20.59
FPIs 16.86 16.90
Public & Others 4.86 4.88
Pledged Shares - -
Source : BSE

Pledged shares as % of total shares

Rajesh Ravi
rajesh.ravi@hdfcsec.com
+91-22-6171-7352
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Birla Corporation

On a strong footing

We maintain a BUY rating on Birla Corporation (BCORP) with an unchanged
target price of INR 1,545/share (8.5x Jun'23E consolidated EBITDA). It reported
broadly an in-line performance in Q1FY22 as consolidated net
sales/EBITDA/APAT fell 18/12/54% QoQ to INR 17.49/3.44/1.42bn respectively.
The decline is led by the pandemic-driven 20% volume decline and rising fuel
prices. However, better realisation (+2% QoQ) and robust cost controls boosted
the unitary EBITDA by 9% QoQ to INR 997/MT, thus moderating the profit
contraction. We continue to like BCORP for its large retail presence in the
lucrative north/central regions and various cost reduction drives.

" Q1FY22 performance: Sales volume fell 20% QoQ, hit by the lockdown.
However, NSR rose 2% QoQ on healthy pricing across markets. Opex rose a
modest 0.5% QoQ, despite rising fuel/diesel costs and lower utilisation.
However, improving production efficiency, rising share of green power, and
fixed cost controls offset the impact. The share of green power has increased
to 22% in Q1FY22 vs 20/15% in FY21/20 respectively. The share of blended
cement production remains north of 90%. Premium cement share in trade
sales also remained at 50%+, boosting the margin. Thus, the unitary EBITDA
rebound 9% QoQ to INR 997/MT, moderating the impact of lower sales.
Continued reduction of old debt drove down interest cost QoQ/YoY.

= Capex update and outlook: BCORP’s greenfield project in Maharashtra
(3.9mn MT) will get operational by Q4FY22. The brownfield SGU (0.7mn MT)
in Kundaganj (UP) is expected in FY23E, thereby increasing the total capacity
to 20.3mn MT. Thereafter, BCORP will take up new projects to increase its
capacity to 25mn MT. We continue to like the company for its large retail
presence (80%+) in the lucrative north/central regions. It has also expanded
the share of premium products to 50%+ since Q3FY21 vs ~40%in FY20. The
share of low-cost green power has increased, owing to recent WHRS/solar
power plant additions. It is also working on supply chain rationalization,
which will further boost margins. We maintain our earnings estimates, target
price and BUY rating on the company. We value BCORP at 8.5x Jun'23E
consolidated EBITDA.

Quarterly/annual financial summary (consolidated)

EENII;/[:H) FY%; FY%; ’;‘)2; FY%; Q(‘,’,g FY20 FY21| FY22E FY23E FY24E
i;;e)s Vol (mn 334 242 384 417 (198) 136 134 154 192 211
NSR (INR/MT) 4954 4925 06 485 20 4819 4848| 4745 4835 4934
Opex (INR/MT) 3957 3949 02 3938 05 3857 3770 3779 3849 3,893
EBITDA(NR/MT) 997 976 22 918 87 962 1079 966 986 1,041
Net Sales 12220 431 21,326 (180) 12,220 69,157 67,855| 74,323 86919 95272
EBITDA 2331 474 3920 (124) 2,331 13360 13702| 14709 17,346 19,683
APAT 658 1152 3072 (539) 658 5052 6890 4861 5816 7,798
AEPS (INR) 85 1152 399 (539) 85 656 895| 631 755 1013
EV/EBITDA (x) 106 103] 99 84 71
EV/MT (INR bn) 905 899 746 717 687
P/E (x) 212 155 220 184 137
RoE (%) 132 159] 92 95 116

Source: Company, HSIE Research

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
INSTITUTIONAL RESEARCH

BUY

CMP (as on 5 Aug 2021) INR 1,382
Target Price INR 1,545
NIFTY 16,295
changes O NEW
Rating BUY BUY
Price Target INR 1,545 INR 1,545
EBITDA FY22E FY23E
revision % - -
KEY STOCK DATA

Bloomberg code BCORP IN
No. of Shares (mn) 77
MCap (INR bn) / ($ mn) 106/1,430
6m avg traded value (INR mn) 280
52 Week high / low INR 1,585/559

STOCK PERFORMANCE (%)
3M 6M  12M
Absolute (%) 481 664 1174

Relative (%) 361 590 727

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

Promoters 62.90 62.90
FIs & Local MFs 13.77 13.76
FPIs 3.61 3.96
Public & Others 19.72 19.38
Pledged Shares - -
Source : BSE

Pledged shares as % of total shares

Rajesh Ravi
rajesh.ravi@hdfcsec.com
+91-22-6171-7352
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JK Lakshmi Cement

Q1 hit by lower sales and fuel inflation; outlook bright

We maintain our BUY rating on JK Lakshmi Cement (JKLC) with a revised
target price of INR 850/share (8.5x Jun’23E consolidated EBITDA). We move to
consolidated financials in this report, as this truly captures JKLC’s operating
performance and as it is expanding the capacity of its subsidiary — Udaipur
Works (UCWL). In Q1FY22, the company’s consolidated sales volume/revenue
/EBITDA/APAT declined 7/7/18/31% QoQ, hit by the lockdown and rising fuel
prices. Healthy pricing, however, moderated the impact. The ongoing
expansion at UCWL will increase JKLC’s capacity by 23% to 16.4mn MT by
FY24E-end, supporting its volume growth outlook. In our view, its net
debt/EBITDA should remain < 1x, owing to its healthy operating performance.

FY22Q1 performance: JKLC's consolidated volume fell 7% QoQ. While
cement vol fell 17% QoQ, large clinker sales moderated the total decline.
Adjusted for sharp rise in clinker sales and fall in non-cement revenues,
cement NSR rose ~6% QoQ (against flattish blended NSR QoQ). The op-lev
loss and rising fuel prices moderated blended unitary EBITDA by 11% QoQ
to INR 914/MT. Amid healthy cash flows and slower Capex outgo, JKLC
continues to reduce debt, reducing interest expense and gearing ratio.

Consolidated numbers present a better picture: We have incorporated
JKLC’s consolidated financials with this report as this nullifies the negative
impact of inter-company sales between JKLC and UCWL on reported
operating and financial metrics. In FY21, while standalone unitary EBITDA
and RoE stood at INR 799/MT and 20.4%, the consolidated unitary EBITDA
and RoE were much higher at INR 799/MT and 23.4% respectively. Further,
JKLC is expanding its consolidated capacity by 23% by FY24E, all of it in
UCWL. Thus, it's prudent to analyse its consolidated performance.

Healthy balance sheet and return ratios despite ongoing expansion: We
expect consolidated volume to grow at 9% CAGR during FY21-24E, riding
on demand uptick and capacity additions. We estimate the unitary EBITDA

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
INSTITUTIONAL RESEARCH

BUY

CMP (as on 30 July 2021)  INR 691
Target Price INR 850
NIFTY 15,763
EI]::IT&NGES OLD NEW
Rating BUY BUY
Price Target INR 720 INR 850
EBITDA FY22E FY23E
revision % NA NA
KEY STOCK DATA

Bloomberg code JKLC IN
No. of Shares (mn) 118
MCap (INR bn) / ($ mn) 81/1,094
6m avg traded value (INR mn) 378
52 Week high / low INR 816/243

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 71.8 1174 1383

Relative (%) 64.0 103.8 99.0

SHAREHOLDING PATTERN (%)

to firm up to ~INR 965/MT in FY24E, bolstering the operating cash flows. Mar2l  Jun2l
This should largely fund JKLC’s Capex, keeping gearing in check (net Promoters 46.21 46.21
debt/EBITDA under 1x). We also expect the consolidated RoE to remain Fs & Local MFs 26.31 28.42
buoyant at ~20%. Thus, we maintain our BUY rating on the stock, with a — 1058 1096
revised target price of INR 850/sh (8.5x its Jun'23E consolidated EBITDA).

Quarterly/annual financial summary (consolidated) Public & Others 1020 1o

:;ENII\:;:H) FY%; FY%; );;:)/ FY%‘; ng FY20  FY21| FY22E FY23E FY24E Pledged Shares ’ )

Sales (mn MT) 28 21 361 30 (70) 97 104 117 126 135 Source : BSE

NSR (INRMT) 4,692 4391 69 4691 00 4490 4524 4615 4638 4707 Pledged shares as % of total shares

Opex (INR/MT) 3,778 3,559 6.2 3,660 3.2 3,669 3,626| 3,747 3,707 3,742

EBITDA(INR/MT) 914 832 9.9 1,031 (11.4) 821 898 868 931 965

Net Sales 13,256 9,115 454 14,243 (6.9) 43,641 47,274| 54,076 58,573 63,621

EBITDA 2,582 1,726  49.6 3,131 (17.5) 7,981 9,386| 10,169 11,762 13,045

APAT 1,313 489 168.3 2,286 (42.6) 2,783  4,433| 4,733 5770 6,620

AEPS (INR) 11.2 42 1683 16.2 (31.2) 23.6 37.7 40.2 49.0 56.3

EV/EBITDA (x) 12.1 97| 90 76 70

EV/MT (INR bn) 7.25 6.88 6.62 6.43 5158 Raj esh Ravi

P/E (x) 292 183 172 141 123 rajesh.ravi@hdfcsec.com

RoE (%) 176 234 202 201  19.0 191-22-6171-7352

Source: Company, HSIE Research

Page | 79



03 worc o Y1

HSIE Results Daily M—
Heidelberg Cement
Mixed bag ADD
We maintain ADD on Heidelberg Cement (HEIM) with an unchanged target | CMP (ason23July2021)  INR 261
price of INR 283/share (8.5x Jun’23E consolidated EBITDA). HEIM Q1FY22 | Target Price INR 283
results were a mixed bag. While the company surprised with nominal volume |\ ory 15,856
decline QoQ (despite the lockdown impact), the benefits were offset by a
flattish NSR (adjusted for one-off gain in Q4FY21). Thus, its net |y gy
sales/EBITDA/APAT fell 7/14/51% QoQ (up 36/21/40% YoY on a low base) to | CHANGES OLD NEW
INR 5.56/1.31/0.69bn respectively. Rating ADD ADD
. . . Price Target INR 283 INR 283
= FY22Q1 performance: HEIM reported a mixed performance in Q1FY22. While
its sales volume fell a modest 5% QoQ, despite the lockdown impact, the EBITDA % FY22E FY23E
reported NSR fell 2% QoQ. Adjusted for the large SGST gain in Q4FY21, NSR - -
came in flat QoQ (against our expectations of 3-5% rise). This implies the
company focused on volume offtake, amidst rising competition in the central | kgy STOCK DATA
region. Opex rem.aine.d flat QoQ as the impact. of input cost inﬂa.tion Was | b omberg code HEIM IN
negated by reduction in all other costs. Thus, unitary EBITDA came in at INR
1,107/MT, down 12% YoY and 2% QoQ (adjusted for SGST gain in Q4). APAT | No- of Shares (mn) 227
declined at a higher pace QoQ (down 51%) as HEIM had a large deferred tax | MCap (INRbn)/($ mn) 59/793
credit in Q4FY?21, leading to a -7% effective tax rate as against 34% in Q1FY22. 6m avg traded value (INR mn) 108
= Outlook: We keep our estimates unchanged for FY22/23/24E. Subsequently, |52 Weekhigh/low INR 285/172
we maintain our ADD rating on the stock with an unchanged target price of
INR 283/share, valuing it at 8.5x the Jun'23E EBITDA. STOCK PERFORMANCE (%)
3M  6M 12M
Quarterly/annual financial summary .
e o o v TR Absolute (%) 123 178 503
(INR bn) FY22  FY2zl (%) Fyal (o) Y20 P2l FYZE RYZ3E EY2E| popve (%) 28 82 113
Sales (mn MT)* 118 086 382 125 (54) 471 449 520 557 59
NSR (INR/MT)* 4695 4757  (1.3) 4792 (200 4611 4718 4789 4861 4,958 GHAREHOLDING PATTERN (%)
Opex (INR/MT)* 3,588 3,493 2.7 3,577 0.3 3,490 3,589 3582 3,642 3,699 Mar-21 Jun-21
EBITDA(INR/MT)* 1,107 1,264 (4.0) 1,215 (2.3) 1,122 1,129 1,207 1,219 1,259
Net Sales 55 408 364 600 (73) 2170 2117| 2492 2707 295a| OmO 0992 099
EBITDA 131 108 210 152 (138) 528  507| 628 679  750| FIs&Local MFs 798 10.09
APAT 0.69 0.49 40.3 1.40 (50.9) 2.68 3.15 3.45 3.71 4.54| FPIs 8.87 6.59
AEPS (INR) 3.0 22 403 62 (50.9) 118 139 152 164  20.0| puplic & Others 13.76 13.93
EV/EBITDA (x) 83 84 89 84 77 b deed Shares - -
EV/MT (INR bn) 7.00 684 891 907 927
Source : BSE
P/E (x) 16.3 139 17.1 159 13.0
ROE (%) 216 oy 517 206 2.0 Pledged shares as % of total shares
Source: Company, HSIE Research
Rajesh Ravi
rajesh.ravi@hdfcsec.com
+91-22-6171-7352
Saurabh Dugar
saurabh.dugar@hdfcsec.com
+91-22-6171-7353
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HSIE Results Daily
Star Cement

Margin recovers on pricing gain

We maintain BUY on Star Cement with an unchanged TP of INR 130/share (8x
its Jun'23E consolidated EBITDA). The company reported broadly in-line
numbers in Q1. Consolidated net sales/EBITDA/APAT fell 15/11/ 20% QoQ to
INR 5.11/0.93/0.68bn due to lower sales (mainly in the northeast region) and
rising cost pressure. We expect EBITDA margin to expand FY22E onwards on
production ramp-up (in Siliguri) and post WHRS commissioning (in FY23).

® Q1FY22 performance: Sales volume fell 16% QoQ to 0.76mn MT, mainly on
account of lower sales in the northeast. Star’s sales outside this region
remained flat QoQ, owing to production ramp-up at the recently
commissioned Siliguri SGU. Overall utilisation fell to 54% vs 63% QoQ
(higher vs 41% YoY on low base). NSR rose a modest 1% QoQ, owing to fall
in sales share in the northeast. Opex came in flat QoQ, mainly on freight cost
rationalisation while input cost remained flattish and fixed cost went up on
lower utilisation. Logistics disruption in Meghalaya had bloated its freight
cost in the preceding two quarters. Unitary EBITDA recovered 6% QoQ to
INR 1,220/MT, on slight realisation gain.

® Buy-back announcement: Star will be buying back up to 8.25mn shares (2%
of equity) at INR 150/share, amounting to INR 1.24bn in outflow (~25% of its
cash balance of INR 4.9bn at end of Mar’21). It had not announced any
dividend for FY21.

® Capex update and outlook: In FY22E, Star will continue to focus on ramping
up Siliguri production and commissioning the 12MW WHRS (by FY23). Star’s
brownfield clinker expansion (3mn MT) in Meghalaya is delayed (not
expected before H2FY24), owing to delays in environmental clearance. We
maintain our BUY rating on the stock with an unchanged target price of INR
130 (8x Jun’23E consolidated EBITDA).

Quarterly/annual financial summary (consolidated)

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
INSTITUTIONAL RESEARCH

BUY

CMP (as on 17 Aug 2021) INR 116

Target Price INR 130
NIFTY 16,615
EI]?IT&NGES OLD NEW
Rating BUY BUY
Price Target INR 130 INR 130
EBITDA FY22E FY23E

revision % - -

KEY STOCK DATA

Bloomberg code STRCEM IN
No. of Shares (mn) 412
MCap (INR bn) / ($ mn) 48/641
6m avg traded value (INR mn) 81
52 Week high / low INR 120/75

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 137 195 308

Relative (%) 1.1 11.6 (15.8)

EENXEH) FYQZ; FY%; 1;";}; FY%‘; Qﬁﬁ FY20 FY21| FY22E FY23E FY24E
i;;e)s Vol (mn 076 045 693 091 (161) 295 270 352 411 473
NSR (INR/MT) 6725 6267 73 6651 11 5912 6220 6145 6045 5929
Opex (INR/MT) 5506 4,865 132 5499 01 4,645 5017 4878 4702 4582
EBITDA (INR/MT) 1,220 1455 (162) 1152 59 1337 1233| 1274 1342 1,347
Net Sales 5111 2920 751 6026 (15.2) 18439 17,199| 21,732 24,870 28,054
EBITDA 927 653 419 1,044 (112) 3951 3326| 4480 5523 6376
APAT 680 433 570 853 (203) 2,863 2401| 3217 4258 4,998
AEPS (INR) 16 10 570 20 (203 69 58 78 103 121
EV/EBITDA (x) 115 128 94 76 68
EV/MT (INR bn) 1261 1039| 902 824 683
P/E () 166 198 147 111 95
RoE (%) 154 120 147 173 178

Source: Company, HSIE Research

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

Promoters 67.11 66.21
FIs & Local MFs 793 7.89
FPIs 0.07 0.11
Public & Others 24.89 25.79
Pledged Shares = 0.03
Source : BSE

Pledged shares as % of total shares

Rajesh Ravi
rajesh.ravi@hdfcsec.com
+91-22-6171-7352
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Orient Cement

On a strong footing

We maintain our BUY rating on Orient Cement with a revised target price of
INR 187/share (7.5x Jun’23E consolidated EBITDA). In line with the
performances of its peers in the south, Orient reported strong margin
expansion during Q1FY22. Solid pricing gains across the south and west
regions offset the impact of 26% QoQ volume decline and rising fuel, diesel
and packing costs. Thus, unitary EBITDA expanded 25% QoQ to INR
1368/MT (Orient’s best-ever margin) and moderated the profit decline. In
Q1FY22, its revenue/EBITDA/APAT declined 17/8/10% QoQ to INR
6.91/1.86/0.9bn respectively. We continue to like the company due to a healthy
demand outlook, its comfortable balance sheet, and its 3mn MT expansion
plan.

= All-time high margin in Q1FY22: While volume fell 26% QoQ during the
lockdown, robust pricing gain (+13% QoQ) buoyed unitary EBITDA to an
all-time high of INR 1,368/MT. ORCMNT increased the share of blended
cement sales (70% vs ~55% in FY20). In its key markets, the share of its
premium cement sales has increased to 15-18% of its trade sales (from ~8%
in FY20). Orient has also stocked up domestic coal inventory ahead of the
price increase, thereby moderating fuel inflation impact Q2 onwards. Amid
no major ongoing Capex currently, Orient reduced debt by 15% in H1FY22.

®  Outlook: Orient expects to deliver 6mn MT sales in FY22E despite the
lockdown impact in Q1. The ongoing grinding debottlenecking will increase
its capacity by 0.5mn MT in FY22. In FY23, it will start work to expand
capacity by 3mn MT (~1/2mn MT grinding/clinker at Devapur and 2mn MT
SGU in Maharashtra) to be completed by FY24E (entailing Capex of INR
16bn). In FY23, it expects to commission a WHRS plant in Karnataka. As
major Capex will start in FY23, we estimate its net debt/EBITDA to remain
under 2.5x, as ORCMNT’s capacity increases to 11.5x by FY25E. Factoring in
healthy demand and pricing, we raise our EBITDA estimates for
FY22/23/24E by 9/3/6% respectively. We remain positive on the company’s
outlook and maintain our BUY rating with a revised target price of INR
187/sh (7.5x its Jun'23E EBITDA).

Quarterly/annual financial summary
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BUY

CMP (as on 3 Aug 2021) INR 167
Target Price INR 187
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Price Target INR 187 INR 178
EBITDA FY22E FY23E
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KEY STOCK DATA

Bloomberg code ORCMNT IN
No. of Shares (mn) 205
MCap (INR bn) / ($ mn) 34/461
6m avg traded value (INR mn) 154
52 Week high / low INR 172/56

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 498 826 1638

Relative (%) 383 763 121.0

SHAREHOLDING PATTERN (%)

Mar-21 Jun-21

:;ENII\&:H) FY%; FY%; 1;22)( FY%: Q(‘l’,g FY20 FY21| FY22E FY23E FY24E
Sales Vol mnMT) 14 08 660 19 (264) 58 51| 59 64 70
NSR (INR/MT) 5076 5004 14 4495 129 4171 4602| 4740 4645 4,692
Opex (INR/MT) 3708 3,806  (26) 3400 9.0 3512 3512| 3754 3749 3,799
EBITDA(INR/MT) 1,368 1,198 142 1,095 250 659 1090 987 89 893
Net Sales 6909 4104 684 8316 (169) 24218 23241| 28008 29,918 32,634
EBITDA 1862 982 895 2025 (81) 3829 5507 589 5772 6213
APAT 895 256 2491 999 (104) 866 2,142| 2468 2,535 2,907
AEPS (INR) 44 13 2491 49 (104) 42 105 120 124 142
EV/EBITDA (x) 68 38| 66 74 76
EV/MT (INR bn) 328 244| 451 501 557
P/E (x) 165 67| 139 135 118
RoE (%) 80 177\ 175 157 157

Source: Company, HSIE Research

Promoters 37.37 37.37
FIs & Local MFs 24.08 20.64
FPIs 2.09 443
Public & Others 36.46 37.56
Pledged Shares 5,25 5.25
Source : BSE

Pledged shares as % of total shares

Rajesh Ravi
rajesh.ravi@hdfcsec.com
+91-22-6171-7352
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Sagar Cements

Strong show; capacity set to increase 43% in Sep-21

We maintain our BUY rating on Sagar Cements (SGC) with a revised target
price of INR 1,425/share (7.5x Jun’23E consolidated EBITDA). In Q1FY22, sales
volume declined 14% QoQ, hit by the lockdown. However, robust pricing
across its market drove QoQ unitary EBITDA expansion, thereby offsetting
the impact of lower sales on profits. Thus, while net sales fell 6% QoQ,
EBITDA/APAT rose 3/3% each. We expect sustenance of healthy pricing to
moderate the impact of continued fuel inflation. SGC’s capacities in MP and
Odisha will become operational in Sep’21, expanding its capacity by 43%.
These will both boost volume growth and diversify its regional exposure.

=  FY22Q1 performance: SGC'’s sales volume fell 14% QoQ in Q1I, hit by the
countrywide lockdown. NSR, however, jumped 9% QoQ on robust pricing
across all its markets. Rising fuel prices and lower utilisation pulled up opex
by 6% QoQ. Robust pricing drove up unitary EBITDA by 20% QoQ to INR
1,218/MT. SGC increased the blended cement production to 45% vs 39/42%
QoQ/YoY.

= Upcoming capacity to boost volume growth and regional diversification:
SGC’s 1/1.5 mn MT cement capacity expansion in MP/Odisha is expected to
start commercial production Sep’21 onwards, increasing the company’s total
capacity by 43%. It will bolster volume growth H2FY22 onwards and
diversify the company’s sales presence outside the southern region. SGC
will be spending the pending INR 2.3bn Capex on these projects in H1FY22.
Sustenance of solid pricing across its markets should moderate the impact of

[l HDFC securities 2‘;
Click. Tnvest. Grow. YEARS
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CMP (as on 29 July 2021) INR 1,301
Target Price INR 1,425
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Rating Buy Buy
Price Target INR 1,223 INR 1,425
EBITDA FY22E FY23E
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KEY STOCK DATA

Bloomberg code SGC IN
No. of Shares (mn) 235
MCap (INR bn) / ($ mn) 31/412

6m avg traded value (INR mn)

52 Week high / low

66

INR 1,390/444

STOCK PERFORMANCE (%)

3M 6M 12M
continued fuel price inflation, keeping the margins buoyant. We upgrade
our EBITDA estimates for FY22/23/24E by 10/11/11% respectively, factoring Absolute (%) 831998 1791
in the robust pricing outlook. Relative (%) 751 86.0 139.6
Quarterly/annual financial summary (consolidated)
zill\:zn) FY%; chﬂ 1;(’;}; FY%‘; Q(”Og FY20  FY21| FY22E FY23E FY24E SHAREHOLDING PATTERN (%)
Sales (mn MT) 088 056 584  1.02 (140) 3.1 32| 37 51 56 Mar2l  Jun-21
NSR (INR/MT) 4463 4756 (62) 4,084 93 3753 4339 4339 4221 4,264 Promoters 50.28 50.28
Opex (INR/MT) 3,246 3,189 1.8 3,064 5.9 3,161 3,072 3,276 3,234 3,292 FIs & Local MFs 11.77 11.54
EBITDA(INR/MT) 1218 1567 (22.3) 1019 195 592  1267| 1063 987 972 FPIs 304 305
Net Sales 3,926 2,641 48.6 4177 (6.0) 11,752 13,713| 15,983 21,407 23,800 Public & Others 3471 35.13
EBITDA 1,071 870 23.1 1,043 2.7 1,855 4,004| 3915 5,007 5,423
APAT 514 361 423 500 3.0 264 1852| 1501 1978 2,204 Pledged Shares ’ )
AEPS (INR) 219 162 350 213 3.0 118 788 639 842 938 Source : BSE
EV/EBITDA (x) 19.4 9.2 9.7 7.5 7.0 Pledged shares as % of total shares
EV/MT (INR bn) 6.24 6.38 4.59 4.57 4.57
P/E (x) 116.0 16.5 20.4 15.5 13.9
ROE (%) 2.8 16.3 11.3 13.2 13.0
Source: Company, HSIE Research
Estimates revision
INR Bn FY22E  FY22E Change | FY23E FY23E Change | FY24E FY24E  Change
Old Revised % Old Revised % Old Revised %
Net Sales 15.3 16.0 4.7 20.4 21.4 4.7 22.7 23.8 4.7
EBITDA 3.6 3.9 9.8 45 5.0 105 49 5.4 10.8 Rajesh Ravi
APAT 1.3 15 180 17 2.0 18.5 19 2.2 183 rajesh.ravi@hdfcsec.com
AEPS (INR) | 54.1 639  18.0| 710 84.2 185 | 792 93.8 18.3 +91-22-6171-7352
Source: Company, HSIE Research
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Deccan Cement

Robust show on strong pricing uptick

We maintain our ADD rating on Deccan Cement (DCL) with a revised target
price of INR 800/sh (6.5x its Jun’23E EBITDA). DCL reported a stellar Q1FY22
performance, riding on strong demand and pricing. Its net sales/EBITDA/APAT
soared 5/50/67% QoQ to INR 2,242/554/368mn, despite 5% QoQ volume decline
(less impacted by lockdown). The company is working on near doubling its
capacity to 4.25mn MT by FY24E. Robust profitability should keep gearing
under check.

Q1FY21- Strong show: Sales volume fell a modest 5% QoQ, owing to strong
demand across AP/T. Utilisation remained above 90% for the third
consecutive quarter. NSR soared 10% QoQ, on robust price recovery in Q1.
Opex remained flat QoQ despite fuel cost inflation and one-off higher freight
cost adjustment for the previous year. However, lower other expenses offset
the impact. Thus, riding on robust pricing, unitary EBITDA rebound 57%
QoQ to INR 1,097/MT. Thus, despite volumes, net
sales/EBITDA/APAT soared 5/50/67% QoQ.

lower

Capex update and outlook: DCL is expanding its capacity by 2mn MT, with
a total Capex of INR 8bn, by FY24E. This includes 1.6mn MT brownfield
clinker addition in Nalgonda and two greenfield SGUs of 0.8mn MT in Vizag
and 1.2mn MT in Nellore. DCL intends to commission the Vizag SGU by
FY23E, leading to reduction in fly-ash movement cost. Factoring in robust
demand and pricing, we raise our EBITDA estimates by 14/11/8%. We
maintain our ADD rating on the stock, valuing it at 6.5x June’23E EBITDA
(earlier valued at 6x).

Financial Summary

YE Mar (INR Mn)

Q1 Q1  YoY Q4  QoQ

FY2l FY21| FY22E FY23E FY24E
FY22  Fy21 (%)  FY21 (%) 0 3
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CMP (as on 13 Aug 2021) INR 791
Target Price INR 800
NIFTY 16,529
EE;NGES OLD NEW
Rating ADD ADD
Price Target INR 640 INR 800
FY22E FY23E
EBITDA %
13.8 11.4
KEY STOCK DATA
Bloomberg code DECM IN
No. of Shares (mn) 14
MCap (INR bn) / ($ mn) 11/149
6m avg traded value (INR mn) 71
52 Week high / low INR 847/258

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 764 973 1927

Relative (%) 625 89.7 1480

Sales (mn MT) 051 030 705 053 (48) 15 1.8 1.9 2.0 25 SHAREHOLDING PATTERN (%)
NSR (INR/MT) 4440 4680 (5.1) 4033 101 3778 4237| 4317 4295 4,338 Dec20  Mar-21
Opex (INR/MT) 3,344 3332 04 3334 03 3245 3254| 3436 3477 3,469
EBITDA (INR/MT) 1,097 1348 (186) 698 570 533  983| 881 818 869 Promoters 56.24 56.24
Net Sales 2242 1386 618 2,138 49 5553 7,580 8263 8797 11,000 FIs & Local MFs 221 0.07
EBITDA 554 399 387 370 496 783 1,759| 1,686 1,676 2,204 — 289 360
APAT 368 261 410 221 668 433 1,151 1,096 1,070 1,280
AEPS (INR) 263 187 410 158 668 309 82| 782 764 914 Public & Others 38.66 40.09
EV/EBITDA (x) 14.0 54 6.7 8.0 7.0 Fislzail Sl B )
EV/MT (INR bn) 486  422| 503 439 361
P/E (x) 256 96| 101 104 87 Source : BSE
RoE (%) 10.1 22.7 17.8 15.0 15.6 Pledged shares as % of total shares
Source: Company, HSIE Research
Estimates Revision
INR Bn FY22E  FY22E Chg% FY23E  FY23E Chg% FY24E  FY24E Chg%
Old Revised Old Revised Old Revised
Net Revenues 79 8.3 5.0 8.4 8.8 4.5 10.5 11.0 4.5
EBITDA 1.48 169 138 151 1.68 114 2.05 2.20 75
APAT 0.92 110 186 0.90 1.07 185 113 1.28 13.8
AEPS 66 78 186 64 76 18.5 80 91 13.8
Source: Company, HSIE Research Raj esh Ravi
rajesh.ravi@hdfcsec.com
+91-22-6171-7352
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Astral

Boucing back from the pandemic pain

We maintain our REDUCE rating on Astral with an unchanged target price of
INR 1,920/sh (34x its Jun’23E consolidated EBITDA, implying 53x P/E), owing
to its expensive valuation. Astral’s Q1 consolidated revenue/EBITDA/APAT
fell 38/49/58% QoQ to INR 7.00/1.29/0.74bn respectively (in line with our
estimates). It was led by lower sales across pipes and adhesives QoQ. Adhesive
sales were less impacted, though. Gross margin contraction and high employee
costs hit margins and profits. The company has seen a robust pick-up in July,
on account of pent-up demand. Stable PVC prices are also expected to drive
demand.

= FY22Q1 key highlights: Pipes division: The lockdown pulled down pipes
volumes/revenue by 42/43% QoQ. The pull-back in soaring PVC prices cooled
off NSR by 2% QoQ. EBITDAM contracted 350bps QoQ on gross margin
contraction, inventory loss, and one-off jump in employee costs. Owing to the
large exposure to CPVC and non-agri, margin contraction was lower. The
adhesive division was less impacted, with revenue/EBITDA falling 18/36%
QoQ. Segmental EBITDAM contracted 400bps QoQ to 13.8%, mainly due to
higher employee costs, while gross margin remained flat.

® Con call takeaways and outlook: Pent-up demand is driving strong sales, late
Jun-onwards. Astral’s pipes/adhesive revenues are up 65/36% YoY in July.
The company expects CPVC prices to firm up. It also expects its infra-pipe
division to accelerate. Astral sources its PVC resins, mainly from domestic
majors. Its ongoing expansion will increase its count of plastic tank plants to
four by FY22 end. Astral’s plastic-valve plant will be operational in Q2FY22
and the upcoming greenfield plant in Odisha by Nov'21. Astral has much less
exposure to the price-sensitive agri-segment. In adhesives, it plans to launch
products and chemistries to sustain its strong growth trajectory. While we like
Astral for its robust growth and margin along with FCF acceleration, its
valuation (EV/EBITDA) has soared by ~50% on its five-year mean. We
maintain our REDUCE rating with an unchanged target price of INR 1,920
(34x its Jun’23E consolidated EBITDA).

Quarterly/annual financial summary (consolidated)

E;ENII:[::H) FY%; FY% 1;0/1)/ FY%‘; Q("/Q) FY20 FY21| FY22E FY23E FY24E
;ﬁ;s sales (K 246 218 131 425 (42.1) 132 137 168 197 222
NSR (Rs/Kg) 2100 1453 445 2139 (1.8) 1545 1820| 1881 1925 1986
EBITDA (Rs/Kg) 420 216 946 502 (164) 288  406| 397 426 446
AalaEEs iy 1,918 912 1103 2333 1918 5830 7,345 10270 12,674 15209
(Rsmn)

EASI};ESZK/SI o) 13.8 8.4 17.7 131 155 146 153 153
Net Sales 7,001 4039 733 11278 (37.9) 25779 31,763 41,448 50,059 58,872
EBITDA 1,294 543 1383 2546 (49.2) 4429 6445 8160 10313 12,226
EBITDAM (%) 185 134 226 172 203| 197 206 208
APAT 739 199 2714 1,746 (57.7) 2479 4,044| 5211 6902 8326
Diluted EPS (Rs) 37 099 2714 87 (57.7) 165  201| 259 343 414
EV / EBITDA (x) 982  668| 522 405 335
P/E (x) 1753 1074 834 630 522
RoE (%) 176 23.6| 241 253 242
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REDUCE

CMP (as on 9 Aug 2021) INR 2,151

Target Price INR 1,920
NIFTY 16,258
KEY

CHANGES NEW NEW
Rating REDUCE REDUCE
Price Target INR 1,920 INR 1,920
EBITDA FY22E FY23E

revision %

KEY STOCK DATA

Bloomberg code ASTRA IN
No. of Shares (mn) 201
MCap (INR bn) / ($ mn) 432/5,807
6m avg traded value (INR mn