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Market
OVERVIEW

There is a lot to ponder over with regards to 
the direction of the markets from here on 
especially since Union Budget is over. While 
the rhetoric has been a positive one from 
the Union Budget with the intent of growth 
exhibiting higher capex spend, the same has 
been at the expense of fiscal consolidation.

The fact that the fiscal 
deficit is targeted at 4.6% 
of GDP by FY26 has been 
sending a message that 

there would be a tendency for higher 
interest rate structure, given elevated 
Government borrowing programme. 
So far, we have just talked about 
central government and haven’t 
considered the states. In reality most 
of the capex in India is actually borne 
by state governments and given 
the constraints of lower revenue 
due to covid-19 together with the 
need for higher GSDP, consolidated 
fiscal deficit numbers will remain 

elevated, in short there would be no 
dearth of central government and 
state government papers available 
which will need to be absorbed. 
Hence, RBI has its job cut out as far 
as to maintain 10-year bond yields 
and so far, it has managed well, 
few traders have also criticized RBI 
for not accepting higher yielding 
papers, thus keeping yields under 
check. Now if we add the crude oil 
prices in picture, the challenges 
will further galore. Although, RBI 
has a mandate to target inflation, 
it gave preference to growth albeit 
the headline inflation stayed above 

6% mark for the past two quarters 
and if it would have breached 2%-6% 
band in January-March quarter, 
Monetary Policy Committee (MPC) 
would have to justify the same in 
writing to the Govt. The RBI had 
categorically maintained that the 
inflation was high due to supply 
side issues and that it would trend 
down and hence abstained from 
raising rates and gave preference 
to growth, albeit it had a mandate 
to target inflation. Surprisingly, CPI 
has trended downwards from Dec’20 
onwards and for Jan’21 retail inflation 
was at 4.06% led by low inflation 
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in the food and beverages (at 2.7%) 
and vegetable prices fell 15.8% yoy. 
However, core inflation (excluding 
food & fuel) remained sticky ~5.7% 
mark and rising fuel price is also 
building up inflationary pressure on 
the economy. Commodity prices are 
on the rise, and demand may start to 
normalize, especially as COVID-19 
vaccines start getting administered 
next year. Thus, there won’t be any 
further rate cuts in the near term. 
More importantly, fuel prices have 
been steadily rising for some time 
and in some parts of the country, the 
price of petrol even crossed Rs 100 
a litre. While crude oil prices have 
been on an up move (at the global 
level), the focus is more towards the 
heavy tax burden on petrol and diesel 
which account for ~60% of retail 
price of petrol and 55% for diesel. 
Needless to mention, this is feeding 
into higher fuel price inflation which 
clocked 3.87% in Jan’21 from just 1.6% 
in Nov’20 and we haven’t yet talked 
about the second order effects of 
rising fuel costs which feeds through 

rising transportation costs. Even 
RBI Governor asked for a reduction 
in fuel taxes as a prerequisite to 
maintain accommodative liquidity 
and support growth, as revealed 
by the minutes of monetary policy 
committee (MPC). No wonder, the 
inflationary expectations have stayed 
on the higher side and when takes 
into account a sticky core inflation 
together with first order and second 
order fuel price inflation, the recipe 
is elevated price levels and more 
importantly beyond RBI’s comfort 
zone and control. It makes RBI’s 
even more challenging to maintain 
adequate liquidity (which itself is 
inflationary) and keep a lid on yields 
(given ambitious borrowing targets 
by Govt.). There are murmurs of a 
change in mid-point from 4% to 5% of 
India’s inflation target band of 2%-6% 
since it’s up for review as the five-
year term for the current monetary 
policy framework draws to a close, 
such a move could however lead to 
inflation expectations going awry. 

Just as the domestic challenges 
were not enough for equity markets 
particularly from the valuation point 
of view, the latest tryst with rising 
bond yields also referred to as ‘taper 
tantrum 2.0’. US bond yields have 
risen and fear have gipped Wall Street 
as well, however there are lot of 
differences between the actual taper 
tantrum and this one. To start with 
the yields are not rising because of 
expectations of the US Fed reducing 
the size of the balance sheet. In fact, 
US Fed has categorically maintained 
in their policy minutes of maintaining 
the liquidity as accommodative 
as possible for as long as it seems 
plausible. However, yields have 
risen because growth and inflation 
expectations are rising, combined 
with an uncertain regulatory 
backdrop adding fuel to an existing 
trend of higher interest rates. 
However, higher growth and inflation 
target of 2% are what is set by US 
Fed then what’s the fuss? Rising 

commodity prices, increasing unit 
labour costs, fiscal expansion and 
its accommodation by central banks 
appear to be the perfect combination 
for the return of inflation. What’s 
important to know that the yields 
have risen on a nominal basis while 
on real basis (adjusted for inflation) 
are largely flat so far and it’s the 
real rates which matters when it 
comes to equity markets. However, 
if the nominal rates rise at a rather 
quicker pace, then it poses problems. 
However, for the US central bank 
to actually lower its balance sheet, 
the labour market needs to stabilize 
strongly as we witnessed back in 
2013, and so far, it’s way off normal. 
As for the Indian markets and 
economy, the resurgence of FPI 
inflows led to appreciation bias to 
the rupee and hence RBI bought 
dollars thus building its war chest 
in case of exit of FPIs to protect the 
rupee. In the process however RBI’s 
balance sheet has inflated which 
was also contributed by the liquidity 
measures. In case dollar really 
appreciates then the forex reserves 
would come in handy in protecting 
rupee, and hence RBI is prepared for 
a real ‘taper tantrum 2.0’ Besides, 
higher oil prices will also play its 
fair share on inflation and current 
account balance. Thus, over last one 
year RBI has built forex reserves, 

Surprisingly, CPI has 
trended downwards 
from Dec’20 onwards 
and for Jan’21 retail 
inflation was at 
4.06% led by low 
inflation in the food 
and beverages (at 
2.7%) and vegetable 
prices fell 15.8% 
yoy. However, 
core inflation 
(excluding food 
& fuel) remained 
sticky ~5.7% mark 
and rising fuel price 
is also building up 
inflationary pressure 
on the economy.

As for the Indian 
markets and 
economy, the 
resurgence of 
FPI inflows led to 
appreciation bias to 
the rupee and hence 
RBI bought dollars 
thus building its war 
chest in case of exit 
of FPIs to protect 
the rupee.
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although there are no serious signs of 
it using it just yet. 

As economic growth recovers, the 
surplus liquidity will be put to use 
in the form of higher credit and 
there are already signs of economic 
rebound as depicted by high 
frequency indicators. Although the 
recent spike in fresh covid-19 cases 
in Maharashtra and now Bengaluru, 
could keep optimism on check. 
Nevertheless, the corporate results 
from India Inc. for Q3FY21 has been 
very optimistic as corporate earnings 
grew at faster pace in sync with the 
Indian economy which is riding out 
rapidly of the brutal effects of the 
pandemic with a strong focus on 
the balance sheet, cash flow and 
expenses. The recovery witnessed 

in Q2FY21 has continued in Q3 also 
in almost all sectors. More ‘beats’ 
than ‘miss’ is seen in the corporate 
earnings in which earnings upgrade 
momentum is higher versus the 
downgrades. Sectors like Information 
technology, large banks, consumer 
durables and cement have reported 
earnings upgrade. Metals and Pharma 
pack has done good but Insurance 
and oil and gas sector have earnings 
downgrade. Two positive trends 
of last quarter continue in Q3 are 
visible expansion in the margin 
across the board led by better control 
over cost by the management and 
stronger-than-expected sales and 
volume numbers led by festive 
season reflect stronger economic 
recovery. Corporate India during 
Q3FY21, registered double-digit 
YoY growth in aggregate net profit 
for the second straight quarter, 
primarily helped by cost optimization 
and partly by festive demand as the 
economy is reviving. A sample of 
3,087 companies reported 68.7% YoY 
growth in net profit for the October-
December 2020 period, which is the 
strongest in nine quarters. In Nifty 
index, about 34 companies have beat 
revenue estimates forecast. About 
70% of Nifty earning by weightage 
have reported better than expected 
earnings. Nifty 50 companies’ 
aggregate revenue improved by 2% 
while EBITDA shows a growth of 
5.8% and net profit grew by 22.1%, 
but ex BFSI and Oil & Gas net profit 
shows a growth of 42.2%. Strong 
recovery in corporate earnings 
during Q3FY21 has supported the 

premium valuation of the Indian 
market. The NIFTY 1 year forward 
P/E is at 22.5x which is trading at 
significant premium to its long-term 
average. However, sustained earnings 
growth on the back of improved 
economic sentiment could provide 
support to the valuation and market 
is likely to continue its uptrend 
which started since massive fall in 
March 2020. The near-term risk 
for the market is increasing global 
bond yield & decelerating liquidity 
which is very unlikely to happen 
given every Central Banks’ effort to 
provide monetary stimulus to global 
ailing economy until it comes back 
strongly to sustained growth path. 
Hence, sustained earnings growth 
momentum will continue to drive 
the market at higher altitude albeit 
there could be some margin pressure 
in select industries on account 
commodity cost inflation. 

Paras Bothra
President - Equity Research (Retail)
Email - paras@ashikagroup.com
Phone: +91 22 6611 1700
Direct: +91 22 6611 1786
Mobile: +91 98203 97061

Strong recovery in 
corporate earnings 
during Q3FY21 
has supported the 
premium valuation 
of the Indian market. 
The NIFTY 1 year 
forward P/E is 
at 22.5x which is 
trading at significant 
premium to its long-
term average.

Nevertheless, the 
corporate results 
from India Inc. for 
Q3FY21 has been 
very optimistic as 
corporate earnings 
grew at faster pace in 
sync with the Indian 
economy which is 
riding out rapidly of 
the brutal effects of 
the pandemic with a 
strong focus on the 
balance sheet, cash 
flow and expenses.
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The direction of the 
Budget 2021-22 
is to accelerate 

growth and take India 
out of COVID-19 pan-
demic induced down-
turn, the aim of budget 
is also to give better 
access and opportunities 
to the private sector by 
improving its confidence, 
and making India a better 
destination for private 
investment both domes-
tic and foreign…RAJIV 
KUMAR, Vice-Chairman, 
NITI Aayog

Defensives such 
as Pharma, IT, 
and FMCG could 

take a pause. However, 
Pharma and IT can 
still find a place in the 
portfolio. Especially, in IT 
sector, growth is likely to 
improve in this year, deal 
visibility is stronger, and 
IT companies should see 
steady earnings growth….
MAHESH PATIL, chief 
investment officer Aditya 
Birla Sun Life Mutual Fund.

A number of dra-
matic changes in 
India are going to 

have a big impact driving 
economic growth—
including opening up 
the insurance market to 
foreign investors and 
increasing privatization 
of state-owned enter-
prises…..MARK MOBIUS, 
Founder, Mobius Capital 
Partners

FMS (fund manager 
survey) shows 
cyclical consensus 

is ‘cyclical’. Fund man-
agers’ allocation to cash 
is down to 3.8 per cent, 
the lowest since March 
2013, just before the 
‘taper tantrum’ era under 
former Federal Reserve 
Chairman Ben Bernanke. 
Allocations to stocks 
and commodities are the 
highest since February 
2011…MICHAEL HART-
NETT, chief investment 
strategist at BofA.

Despite the equity 
market surging 
rapidly, stock val-

uations are not excessive. 
In fact, some pockets 
offer a good opportunity 
to enter, as they are still 
depressed compared 
with their historical 
averages. reversion to 
mean could now play 
out in the segments with 
depressed valuations, 
which include sectors 
like metals, consumer 
electricals, power, 
tobacco and others….
PRASHANT JAIN, Exec-
utive Director and Chief 
Investment Officer (CIO) of 
HDFC Mutual Fund

As we look at 2021, 
while there are 
positives on the 

vaccination front and 
accelerated  digitization 
across verticals, the tech-
nology industry in India 
is well geared to build on 
these trends and con-
tinue its transformation 
journey in this re-defined 
techade…. DEBJANI 
GHOSH, NASSCOM 
President

The COVID-19 
pandemic gave a 
shock to capacity 

utilisation and as com-
panies go to capacity 
utilisation above 75 
per cent, they will start 
looking at expansion 
and making investments. 
The second and the 
third points for getting 
private investment...a 
stable interest rate, and a 
stable tax regime….UDAY 
KOTAK, CEO of Kotak 
Mahindra Bank

Private sector 
investment is still 
shy of pushing out 

brownfield investments, 
privatising across rail, 
roads, warehouses and 
ports will bring in the 
private sector and they 
in turn will bring in debt. 
That is the best way to 
kickstart an accelerated 
growth in the coming 
years….AMITABH KANT, 
CEO, NITI Aayog

With capital 
spending 
being at 

the front and centre 
of the Budget, the key 
beneficiaries in terms 
of sectors would be the 
old economy sectors 
such as Infrastructure & 
Construction, Cement, 
and Metals etc. Besides, 
the hallmark move in the 
budget with respect to 
cleaning up of NPA’s in 
the system & reviving the 
capex cycle will make the 
financial sector a prime 
beneficiary….NIRAJ 
KUMAR, CIO, Future Gen-
erali India Life Insurance

PROMINENT 
HEADLINES 
FEBRUARY 2021
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Market will always 
have to look at all 
the factors – on 

one side rising inflation in 
commodity prices and con-
sequently rising interest 
rates is one factor, which 
market will carefully watch. 
Secondly, inflation will also 
be watched carefully by the 
market. Third thing which 
market will watch is money 
flow…..NILESH SHAH, MD 
of Kotak Mahindra Asset 
Management

What this country 
was lacking 
from 2011-12 to 

2020-21 was a capex cycle 
building up and now with 
cement companies and 
steel companies and metal 
companies and even on 
the renewable power side, 
all of them are bracing for 
capex along with this huge 
push from the government 
towards infrastructure….
SUNIL SINGHANIA, 
Founder, Abakkus Asset 
Manager

India’s new farm laws 
have the potential 
to increase farmers’ 

income, but there is a 
need to provide a social 
safety net for vulnerable 
cultivators. It was widening 
the market for farmers as 
they will be able to sell to 
multiple outlets besides 
the mandis, without having 
to pay tax. This has the 
potential to raise, in our 
view, farmers’ incomes….
GITA GOPINATH, Chief 
Economist of the Interna-
tional Monetary Fund (IMF)

The worst of asset 
quality is behind and 
most of the top-rated 

financials are the better 
banks and even NBFCs are 
fairly well capitalised now. 
We feel comfortable with 
financials given the valu-
ations and given the fact 
that with any kind of eco-
nomic growth this sector 
is likely to do well with the 
credit growth incrementally 
likely to pick up next year…..
PRASUN GAJRI, CEO at 
HDFC Life

In this hyper-digital 
economy, trust with 
the four cornerstones 

of competence, reliability, 
integrity, and empathy, will 
be the single-most-import-
ant currency, leading the 
industry growth towards a 
better normal…UB PRAVIN 
RAO, Chariman Nasscom

India’s high priority 
for now should be to 
grow at 7%-8%. Once 

you have 7%-8% growth 
then there are issues 
about employment, and 
we should give a great 
preference for employment 
rather than only invest-
ment… BIMAL JALAN, 
Former RBI Governor

We need to har-
ness the private 
sector’s capa-

bility to scale up (vaccine) 
distribution rapidly. 
Widespread vaccination is 
our main hope against any 
new waves which are now 
a serious threat… ANAND 
MAHINDRA, Chairman, 
Mahindra Group

To make India a $5 
trillion economy and 
self-reliant, the (PM) 
Modi government 
has undertaken major 
reforms in areas of 
coal, mineral, power, 
defence, civil aviation, 
social infrastructure, 
space and atomic 
energy. These steps 
will create a strong, 
capable and pros-
perous India of the 
future… ANURAG 
SINGH THAKUR, Min-
ister of State for Finance

We want to see our 
companies become 
global manufacturing 
champions, not just to 
fulfil local demands…  
NARENDRA MODI, 
Prime Minister 
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How do you see the risks from new 
strains of coronavirus, particularly 
from South Africa, which has made 
the existing vaccines redundant?
Risks emanating from a more 
transmissible strain cannot be ruled 
out. As seen during the lockdown, 
demand for technology, pharma, 
agrichem, FMCG sectors held up 
while that for products in consumer 
discretionary segment improved 
from a desperately low level at 
the peak of outbreak in March. By 
and large, the Indian economy has 
exhibited a V-shaped recovery with 
most products and services having 
returned to pre-Covid levels. Two of 
our expectations hold in relation to a 
re-emergence of Covid

  We expect the worst to have been 
over.

  DMs (Developed Markets) are at 
higher risk than Asia centric EMs 
(Emerging Markets) such as India.

Recent spike in U.S. nominal yields 
has raised concerns for equity 
markets. If it sustains, it could lead 
to exodus of funds from EMs. Your 
views on that.
If rise in yields can lead to 
strengthening of the U.S. Dollar, 
then yes, EMs are at risk of suffering 
from outflows, though we see this 
is as a possibility only in the near-
term. Risk Appetite parameters 
have declined in EMs. Smart Money 
has been pruning its global equity 
exposure after witnessing one of 
the steepest spikes in exposure to 
equity as an asset class. We have 
noticed minor weaknesses in India’s 
near-term Risk Appetite & Liquidity 
indicators as well. 

From a medium to longer-term 
perspective, however, we believe 
that EMs have the potential to 
significantly outperform DMs. 
Economies in the East are becoming 
increasingly resilient to persistent 

de-Dollarization. Our long-term 
outlook for the DXY (Dollar Index) 
is bearish; this structure endorses 
our positive stance on EMs. The U.S. 
Fed continues to remain in a highly 
accommodative stance with interest 
rates near zero large bond purchases 
of $ 120bn per month.

Mr. Sandeep Tandon - CEO & CIO, Quant Mutual Fund

Q&A WITH CEO

If inflation heats 
up and current 
accounts worsen, 
then of course, 
the R.B.I. will be 
under pressure 
to raise rates and 
check currency 
depreciation more 
aggressively.
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Higher borrowing targets by govt. is 
expected to keep rates on the higher 
side. R.B.I. has been managing 
currency as well as OMOs to check 
yields. Do you see challenges for the 
R.B.I. if indeed inflation heats up 
and current account worsens, since 
oil is on the move?
If inflation heats up and current 
accounts worsen, then of course, 
the R.B.I. will be under pressure 
to raise rates and check currency 
depreciation more aggressively. 
However, the outlook for food 
inflation is less adverse in an 
agriculturally copious year and our 
outlook for crude oil is for weakness 
in the near-term, even as we remain 
constructive in the longer-term. The 
latest policy minutes prove that the 
probability of significant tightening 
in rates is low in an economy 
starved for growth. Members of the 
MPC (Monetary Policy Committee) 
highlighted the need of keeping 
interest cost low to crowd-in private 
sector investments. They remain 
unanimous on the need to maintain 
accommodative stance into FY22, as 
near-term outlook for inflation is less 
risky than near-term challenges for 
growth. Also, Governor Das stated 
that R.B.I. remains committed to 
maintaining conditions with ample 
liquidity, which is consistent with 
the organization’s accommodative 
stance.

How challenging could be equity 
market valuations in case real rates 
go up?
Conventional wisdom would have 
higher equity discounts and job 
destruction (Loss of purchasing 
power) as a result of economic 

dislocation in case of an injurious 
hike in rates. However, equity 
market valuations have risen in the 
past despite higher rates than those 
existing today. Rising interest rates 
and mild inflation can very well be 
EPS accretive in the near-term. A 
hike in real interest rates will hurt 
only when rates cross a certain 
threshold. Rate hikes, when carried 
out in a calibrated manner can 
strengthen currency and improve 
saving rates, which would in turn 
make production more efficient by 
driving out inefficient producers 
and improve purchasing power of 
consumers. 

How do you decode the Union 
Budget and the major thrust areas, 
which could usher in growth?
We read the budget as positive for 
infrastructure (Manufacturing, 
banking and allied services) and 
largely neutral for consumption. 
Longer-term policies related to 
self-reliance on production were 
reinforced.

Our view has been, for some time, 
to identify stocks and sectors that 
are currently under-owned, under-
researched and under-valued. This 
has only been reiterated by a largely 
uncontroversial and relatively 
un-interventionist budget, which 
has laid down solid foundations for 
long-term growth in infrastructure 
and allied areas. 

  To secure long-term debt 
financing, a professionally managed 
Development Financial Institution 
(DFI) is proposed to be set up with an 
initial allocation of Rs 200bn. 

  Proposal to set up Asset 
Reconstruction Company (ARC) & 
Asset Management Company (AMC) 
to consolidate, acquire, monetize 
and resolve stressed assets could be 
a game-changer aimed at efficient 
cleansing of stressed asset portfolios 
across the banking sector. 

  Budgeted healthcare spends 
increased by 11% YoY to Rs 746bn.

  There has been an 18% increase in 
budget allocation to Ministry of Road 
Transport & Highway (MORTH) in 

FY22 at Rs 1.08tn.

  Setting up of DFI, issuance of 
zero-coupon bonds, debt financing 
by FPIs (Foreign Portfolio Investors) 
in InVITs (Infrastructure Investment 
Trusts) & REITs (Real Estate 
Investment Trusts) and other 
measures is aimed at addressing the 
larger picture of financing issues for 
the infrastructure sector.

Over the past few months, we 
have been increasing the exposure 
towards infrastructure sector for 
all our equity schemes. Within 
infrastructure, our focus has been 
on healthcare services, ports, 
telecom, capital goods, finance and 
construction materials.

How is the mood of the FIIs and 
stance towards India post budget 
and the Atmanirbhar/ PLI theme in 
the midst of the scheme?
Most of the market participants have 
a positive stance on the union budget. 
Long-term optimism has grown and 
the investors’ approach continues 
to be constructive. Numerous 
decisions at the highest level have 
been made to boost the scope for 
private participation and to increase 
FDI (Foreign Direct Investment) in 

Setting up of DFI, 
issuance of zero 
coupon bonds, debt 
financing by FPIs 
(Foreign Portfolio 
Investors) in InVITs 
(Infrastructure 
Investment Trusts) 
& REITs (Real 
Estate Investment 
Trusts) and other 
measures is aimed 
at addressing the 
larger picture of 
financing issues for 
the infrastructure 
sector.

Our view has been, 
for some time, to 
identify stocks and 
sectors that are 
currently under-
owned, under 
researched and 
under-valued.
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numerous sectors such as defense, 
insurance and manufacturing. “Make 
in India for the world” is another 
slogan showcasing India’s focus on 
boosting exports.

Global banks have raised 
expectations for higher FDI towards 
India, although so far majority of it 
is towards technology and services. 
Do you think that the Govt has 
done enough to attract strong FDI 
towards manufacturing or more 
reforms are needed to warrant the 
same?
The rise in momentum of FDI inflows 
has been very evident. Going forward, 
political, policy and regulatory 
stability will support further inflows 
and assist our currency against the 
US Dollar. India had missed the bus 
of global flows over the last two 
decades ever since the onset of easy 
money from DMs, which largely, 
China benefited from. However, 
things are beginning to change and 
we are confident that the next decade 
will see India have a growing share 
of FDI. 

Which are the sectors in which India 
has an edge and which can scale up 
to satiate global demand?
  Existing – technology services. Ever 

since the roaring 1990s in the West, 
the onset of consumption and of 
global finance, India has been able to 
make her mark in global technology 
services. Giants such as TCS and 
Infosys have revolutionized delivery 
of latest IT and technology services.

  Emerging – pharmaceutical 
and chemical manufacturing. 
With improving infrastructure, 
cost advantages and some export 
incentives, Indian industries are 
effectively demonstrating the 
capacity and positioning to become 
an alternative to China as COVID-19 
has been forcing Companies globally 
to diversify their supply chains. 

  Potential – manufacturing. There 
is a sizeable chance for India to do 
something in broader manufacturing 
space if the appropriate economic 

conditions and financial systems are 
put in to place.

How do you decode Q3 FY21 
earnings season and EPS upgrades 
in FY22? What’s your expectation of 
Nifty EPS growth in FY22 and FY23?
Plenty of outperformers in Q3 FY21. 
By and large, Nifty sales were in line 
with expectations, but profitability 
was ahead of expectations. 3 
in 5 Nifty-50 Companies beat 
PAT estimates, while only 1 in 6 
Companies posted a profit figure 
below expectations. The Indian 
market has received upgrades from 
eminent strategists and domestic 
brokers alike. Neglected large cap 
stocks’ price targets have received 
steep upgrades. The wider analyst 
community has pegged Nifty-50 EPS 
growth in the region of 33% and 18% 
in FY22 and FY23, respectively, on top 
of a 25% growth in earnings in FY21.

How to play the markets from 
here on since a lot of names from 
mid and small caps have rallied on 
expectations? Do you see a broad 
based rally?
Markets are at a critical inflection 
point, we believe. The recent sharp 
rally in crypto currencies is indicative 
of peaking Risk Appetite. The quant 
Greed Indicator for bitcoin is now 
very close to its December 2017 
peak and the retesting of this level 
is a manifestation of a top in Global 
Risk Appetite from a medium-
term perspective. Global Liquidity 
indicators, from around their 
life-time highs in certain sectors and 
stocks, have observed a sharp decline 

in momentum, particularly in EMs 
Liquidity. Our Predictive Analytics 
coupled with our VLRT framework 
(Valuation, Liquidity, Risk Appetite & 
Timing analytics) envisions a risk-off 
environment for global equities in 
the near-term. Therefore, a healthy 
correction and consolidation phase is 
on the cards. 

The quant Greed Indicator has 
touched its Jan 2008 top for the 30 
most admired stocks, a significant 
portion of the Indian equity market. 
We, therefore, tread a cautious line in 
the near-term. We do not see a broad 
based rally going forward and thus, 
have pruned our exposure towards 
high beta stocks and sectors and 
consequently increased our exposure 
towards defensive sectors such as 
IT, pharmaceuticals, healthcare and 
select infrastructure & PSU stocks. 
The budget proposals have furthered 
our view that this is the time to 
identify stocks and sectors that are 
currently under-owned, under-
researched and under-valued. Hence, 
a buy on dips strategy will remain 
effective from both a medium-term 
and long-term standpoint.

Among your schemes, please 
highlight one that you would 
recommend or highlight to our 
investor base.
Quant is a young mutual fund, but 
one of our most noted achievers so 
far has been the quant Small Cap 
Fund, which has returned over 180% 
since the lows of March, 2020. Over 
this time, this is the best return 
among all other mutual funds in India 
and represents an outperformance 
of c. 40% points compared to the 
Nifty Smallcap 100 Index, which 
returned 141%. What would surprise 
your audience even more is that we 
have achieved such high levels of 
outperformance despite a beta of well 
under 1.00, at 0.91. Our superiority 
in selection & rotation in stocks & 
sectors based on our Money Flow 
Analytics has helped us deliver the 
best risk adjusted returns on the 
street since lockdown.

Disclaimer: Stocks conveyed by Fund manager are just for illustration and these are not recommendations

Markets are at a 
critical infection 
point, we believe. 
The recent sharp 
rally in crypto 
currencies is 
indicative of peaking 
Risk Appetite.
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Investment Objective
The primary investment objective of the scheme is to 
seek to generate capital appreciation & provide long term 
growth opportunities by investing in a portfolio of Small 
Cap companies. Suitable for investors with an investment 
horizon of for seven years or more. This is a fund that 
invests in smaller companies. So, while one can expect 
higher returns in the long term, there will be more severe 
ups and downs along the way.

Investment Style 
They have defined themselves as part of the VLRT 
framework. They look at valuation analytics, which 
is one-third of the work. The other two-thirds of the 
component is known as liquidity analytics and risk 
appetite analytics, and ‘T’ is obviously for time.

Investment Principles
Measurable is reliable
The fund houses battle-tested suite of proprietary 
valuation, liquidity and risk indicators along with 
extensive financial modelling ensure that they 
consistently deliver superior results.

Quantamental investing
The Fund house believes that the economy and markets 
cannot be captured completely by models and indicators. 
Human judgement that comes from years of trading and 
investing experience has immense value hence seeks to 
harmonize between objectivity and subjectivity.  

Multi-asset, multi-manager
Apart from reducing risk by investing across asset classes, 
the fund takes diversification to another dimension by 
ensuring every investment decision comes from a focused 
discussion between investment managers with a diverse 
set of capabilities and experience.

Money flows from one asset class to another.
Money is a form of economic energy - the quantification 
of human effort. As the world evolves, a dynamic set of 
ideas continuously lead the change. Money flows and 
grows with these pioneering ideas. Identifying them and 
the specific assets that benefit is the surest and most 
consistent method for generating wealth.

Timing is everything
In the framework, time is a critical aspect of investing 
as the three dimensions of Valuation, Liquidity and Risk 
interact and move together in cycles across different 
periods. Alpha generation is optimised only by sanguine 
identification of the extremes

Important Information
NAV (G) (Rs.) 78.82
NAV (D) (Rs.) 62.52
Inception Date Nov 24, 1996
Fund size(Rs.Cr.) 108
Fund Manager Ankit Pande (Equity), Vasav Sahgal 

(Equity), Sanjeev Sharma (Debt)
Entry load Nil
Exit Load 1% if exit <= 1 Year
Benchmark Nifty Small Cap 250 TRI
Min Investment (Rs.) 5000
Min SIP Investment (Rs.) 1000

Key Ratios

Beta (x) 0.79

Standard deviation (%) 29.55

Sharpe Ratio 0.38

Alpha (%) 12.96

R Squared 0.70

Expense ratio (%) 2.39

Portfolio Turnover ratio (%) 35.0

Avg Market cap (Rs. Cr.) 5,246.4

Mutual Fund Overview 
QUANT SMALL CAP FUND
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Performance of the Fund alongwith Benchmark (as on Feb 23, 2021)
1 month 3 months 6 months 1 year 3 Years 5 Years Since Inception

Fund (%) 7.72 22.58 38.38 75.17 16.12 12.21 9.93
Benchmark (%) 7.47 24.05 37.73 31.77 1.83 14.93

Asset Allocation

Equity Cash

100.0% 0.0%

22.9 

12.4 

8.8 

8.4 

6.9 

6.8 

6.4 

5.5 

4.2 

3.9 

Pharma 

Chemicals 

Metals 

Cons. Durables 

Software 

Pesticides 

Healthcare 

Telecom 

Capital Goods 

Cons. Non Durables 

% SECTOR ALLOCATION Portfolio as on January 31, 2021
Stocks % of Net assets
Stylam Industries 8.4
Tata Steel Long Products 7.0
Bharat Rasayan 6.8
Fortis Healthcare 6.4
Bharti Airtel 5.5
Sun Pharmaceuticals Industries 5.3
Mastek 4.6
Neuland Laboratories 4.5
Jash Engineering 4.0
Balaji Amines 3.8

Note: All data are as on January 31, 2021; NAV are as on February 23, 2021
Source: Factsheet, Value Research

Ashika Mutual Fund Recommendation Alpha Generation

Month of 
Recom

Fund Name Benchmark NAV as on 
23.02.2021

1 Year 
Return 

(%)

3 Year 
Return  

(%)

5 Year 
Return 

(%)

Feb-20 Invesco - India Growth Opportunities 
Fund (G)

S&P BSE 250 Large Midcap 
TRI

43.9 16.6 10.9 17.0

Apr-20 DSP - Top 100 Equity Fund Reg (G) S&P BSE 100 TRI 250.4 9.3 8.2 13.4

May-20 Axis - Focused 25 Fund Reg (G) NSE - Nifty 50 TRI 38.3 18.7 14.6 20.0

Jun-20 Nippon India - Tax Saver (G) S&P BSE 100 TRI 61.4 13.1 -1.1 9.8

Jul-20 SBI - Small Cap Fund Reg (G) S&P BSE Small Cap TRI 76.7 33.2 9.2 20.9

Aug-20 Aditya Birla SL - Focused Equity Fund 
Reg (G)

NSE - Nifty 50 TRI 75.7 17.9 10.1 14.9

Sep-20 Sundaram - Services Fund (G) S&P BSE 200 TRI 15.7 15.1 0.0 0.0

Oct-20 Invesco - India Contra Fund (G) S&P BSE 500 TRI 63.7 23.0 11.2 18.7

Nov-20 Mirae - Asset Tax Saver Fund Reg (G) S&P BSE 200 TRI 25.2 30.8 15.5 23.1

Dec-20 Mirae - Asset Large Cap Fund Reg (G) NSE - NIFTY 100 TRI 65.7 20.8 11.9 18.3

Jan-21 Quant - Active Fund (G) NSE - Nifty 500 TRI 282.6 47.6 16.7 19.9

Feb-21 Kotak - Tax Saver Scheme (G) S&P BSE Sensex TRI 57.9 18.2 12.3 16.9
Note: All data are as on January 31, 2021; NAV are as on February 23, 2021
Source: Factsheet, Value Research
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All Data Belongs To February 23, 2021

NAV AUM  
(Rs Cr)

3 M 6 M 1 Yr 3 Yr 5 Yr Since 
Inception 

Return

Sharpe 
Ratio

Exp. 
Ratio

SBI - Large & Midcap Fund Reg (G) 287.8 3331 19.3 31.1 18.5 10.2 15.7 13.9 0.2 2.1 

Mirae - Asset Emerging Bluechip Fund 
Reg (G)

77.7 14416 18.3 33.1 30.4 16.1 23.0 21.0 0.4 1.7 

ICICI Pru - Large & Mid Cap Fund Reg (G) 409.4 3068 20.4 28.7 22.3 8.2 14.4 17.8 0.1 2.2 

LIC - Large & Mid Cap Fund - Reg (G) 19.0 903 10.7 24.7 11.9 8.9 17.3 11.3 0.2 2.4 

Sundaram - Large and Mid Cap Fund (G) 43.6 1346 18.2 28.4 14.4 10.4 16.4 11.1 0.2 2.2 

Large & Mid Cap Fund

Value Fund

SBI - Contra Fund Reg (G) 151.8 1675 27.3 43.0 44.5 8.5 14.9 16.6 0.1 2.2 

IDFC - Sterling Value Fund Reg (G) 62.8 2863 25.2 40.5 26.5 4.2 16.0 15.0 (0.0) 2.0 

Nippon India - Value Fund (G) 95.7 3218 19.1 31.6 24.6 9.4 16.2 15.4 0.1 2.1 

Kotak - India EQ Contra Fund (G) 69.6 853 18.0 32.6 23.1 13.3 18.0 13.3 0.3 2.3 

Invesco - India Contra Fund (G) 63.7 5922 15.5 27.5 23.0 11.2 18.7 14.3 0.2 1.9 

Focus Fund

Axis - Focused 25 Fund Reg (G) 38.3 13660 11.3 30.1 18.7 14.6 20.0 16.7 0.3 1.8 

Mirae - Asset Focused Fund Reg (G) 15.6 4601 16.3 31.5 30.7 0.0 0.0 27.2 0.0 1.9 

SBI - Focused Equity Fund Reg (G) 186.9 12520 13.1 25.9 15.0 12.2 17.3 19.4 0.2 2.0 

DSP - Focus Fund Reg Fund (G) 29.1 1999 11.5 24.0 12.5 9.0 13.9 10.3 0.2 2.1 

Sundaram - Select Focus Reg (G) 230.7 1149 15.9 26.4 16.4 12.3 16.2 18.4 0.2 2.3 

ELSS Fund

Quant - Tax Plan (G) 150.5 49 23.1 33.3 55.2 17.9 22.4 14.5 0.5 2.5 

Kotak - Tax Saver Scheme (G) 57.9 1540 15.2 29.2 18.2 12.3 16.9 12.2 0.3 2.1 

Mirae - Asset Tax Saver Fund Reg (G) 25.2 5648 17.1 33.6 30.8 15.5 23.1 19.6 0.3 1.9 

Axis - Long Term Equity Fund (G) 61.3 25508 11.5 30.4 18.2 14.7 17.3 17.6 0.3 1.6 

SBI - Long Term Equity Fund Reg (G) 181.8 8729 17.0 26.1 24.2 8.1 13.4 14.2 0.1 1.9 

Flexi Cap Fund

Quant - Active Fund (G) 282.6 165 19.8 28.1 47.6 16.7 19.9 18.3 0.5 2.5 

SBI - Flexi Cap Fund Reg (G) 63.0 10425 17.8 32.5 20.3 10.4 16.5 12.7 0.2 1.8 

Kotak - Flexi Cap Fund Reg (G) 44.8 32453 13.6 27.5 17.2 11.2 17.1 13.8 0.2 1.6 

Motilal Oswal - Flexi Cap Fund Reg (G) 31.2 11369 10.6 22.2 12.5 5.8 15.0 18.1 0.0 1.8 

Parag Parikh - Flexi Cap Fund Reg (G) 37.5 6825 12.2 21.4 33.3 16.9 19.0 18.5 0.6 2.0 

Small Cap Fund

Quant - Small Cap Fund (G) 78.8 108 22.6 38.4 76.3 16.1 12.2 13.1 0.4 2.4 

SBI - Small Cap Fund Reg (G) 76.7 6594 17.5 32.3 33.2 9.2 20.9 19.5 0.1 1.9 

Axis - Small Cap Fund Reg (G) 42.0 3724 13.5 28.6 18.9 14.7 18.5 21.9 0.4 2.0 

Invesco - India Smallcap Fund Reg (G) 15.1 750 24.8 35.3 22.6 0.0 0.0 18.9 0.0 2.4 

ICICI Pru - Smallcap Fund Reg (G) 35.4 1760 24.4 38.5 27.6 6.7 15.1 9.9 0.1 2.2 



12March 2021 INSIGHT

Thematic/Sectoral Fund

All Data Belongs To February 23, 2021

NAV AUM  
(Rs 
Cr)

3 M 6 M 1 Yr 3 Yr 5 Yr Since 
Inception 

Return

Sharpe 
Ratio

Exp. 
Ratio

Franklin - Build India Fund (G) 50.7 897 27.7 43.1 23.4 7.1 15.4 15.0 (0.0) 2.3 

ICICI Pru - Banking and Financial 
Services Fund Reg (G)

74.9 3211 24.1 46.8 7.8 8.4 20.4 17.5 0.1 2.1 

Nippon India - Pharma Fund (G) 244.0 4197 4.1 9.5 47.7 20.0 12.7 21.0 0.7 2.7 

Sundaram - Rural and Consumption Fund 
Reg (G)

49.4 1375 11.7 19.4 9.3 5.5 15.7 11.5 0.0 2.2 

Aditya Birla SL - Digital India Fund Reg (G) 91.4 941 16.4 36.1 53.6 24.4 22.9 8.9 0.9 2.6 

Blance/BAF Fund

SBI - Equity Hybrid Fund Reg (G) 172.8 34653 11.7 21.5 14.8 11.4 14.2 13.1 0.3 1.7 

Sundaram - Equity Hybrid Fund Reg (G) 112.7 1585 12.6 20.5 12.6 10.7 14.3 12.7 0.2 2.1 

ICICI Pru - Balanced Advantage Fund Reg 
(G)

44.3 28257 8.5 16.0 15.5 10.2 13.1 11.0 0.3 1.7 

Kotak - Balanced Advantage Fund Reg (G) 13.1 6245 6.0 12.0 14.7 0.0 0.0 10.7 0.0 1.9 

Aditya Birla SL - Balanced Advantage 
Fund (G)

65.4 2618 6.1 15.9 16.7 9.3 13.5 9.4 0.3 2.1 

Equity Savings Fund

Aditya Birla SL - Equity Savings Fund Reg 
(G)

16.1 464 6.9 14.5 11.1 7.4 9.8 7.8 0.1 2.6 

DSP - Equity Saving Fund Reg (G) 14.5 374 5.6 12.3 9.0 5.9 0.0 7.8 0.1 2.4 

Kotak - Equity Savings Fund Reg (G) 16.7 1350 4.0 9.4 10.5 8.0 9.3 8.3 0.3 2.2 

Nippon India - Equity Savings Fund Reg (G) 11.4 319 6.8 11.4 (1.4) (3.3) 3.3 2.3 (0.7) 2.6 

SBI - Equity Savings Fund Reg (G) 15.8 1316 7.4 15.0 13.6 8.0 9.6 8.2 0.2 1.7 

Arbitrage Fund

Aditya Birla SL - Arbitrage Fund Reg (G) 20.7 4021 0.9 1.6 3.7 5.3 5.6 6.5 0.6 0.9 

ICICI Pru - Equity Arbitrage Fund Reg (G) 26.7 9999 0.8 1.8 3.8 5.3 5.7 7.2 0.6 1.0 

Kotak - Equity Arbitrage Fund (G) 28.9 15528 0.9 1.8 4.0 5.4 5.8 7.1 0.8 1.0 

Nippon India - Arbitrage Fund (G) 20.8 9515 0.8 1.7 3.9 5.4 5.8 7.3 0.8 1.0 

SBI - Arbitrage Opp Fund Reg (G) 26.1 3345 0.7 1.5 2.9 5.0 5.4 6.9 0.3 0.9 

Index Fund

HDFC - Index Fund-NIFTY 50 Plan - (G) 134.7 2343 13.9 29.7 22.1 12.7 16.5 14.7 0.3 0.3 

ICICI Pru - Nifty Next 50 Index Fund Reg 
(G)

30.5 919 14.2 24.2 19.9 5.4 15.0 11.0 (0.1) 0.9 

HDFC - Index Fund - Sensex Plan 444.5 1770 13.0 29.6 21.5 14.1 17.2 15.2 0.3 0.3 

Motilal Oswal - Nasdaq 100 FOF (G) 20.1 1857 7.5 10.1 37.8 0.0 0.0 35.5 0.0 0.5 

Motilal Oswal - S&P 500 Index Fund Reg (G) 12.7 740 6.4 10.4 0.0 0.0 0.0 31.6 0.0 1.2 
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Dynamic/Multi Assets

Invesco - India Dynamic Equity Fund 
(G)

33.2 668 0.0 22.68 
(23/03/2020)

5.1 11.7 7.6 10.0 0.0 2.3 

ICICI Pru - Asset Allocator Fund (FOF) 
(G)

69.5 9017 0.4 43.7926 
(23/03/2020)

9.2 15.7 17.1 13.8 0.4 1.4 

ICICI Pru - Multi Asset Fund (G) 335.2 10507 0.1 196.1272 
(23/03/2020)

20.1 21.4 23.0 15.7 0.1 1.8 

SBI - Dynamic Asset Allocation Fund 
(G)

15.4 595 0.1 11.0136 
(23/03/2020)

7.6 14.7 11.5 8.4 0.1 2.0 

DSP - Dynamic Asset Allocation Reg 
(G)

18.5 2660 0.4 13.409 
(23/03/2020)

4.3 11.0 11.4 11.8 0.4 2.0 

Disclaimer: Mutual Fund investments are subject to market risks, read all scheme related documents carefully.

Solutions

All Data Belongs To February 23, 2021

NAV AUM Mod 
Dura-
tion  

(in Yrs)

AMP  
(IN Yrs )

3 M 6 M 1 Yr 2 Yr Sharpe 
Ratio

Exp. 
Ratio

ICICI Pru - Retirement Fund Pure Debt 
Plan (G)

12.0 494 0.0 10.9304 
(26/03/2020)

(0.3) 2.5 7.0 9.1 0.0 2.1 

Aditya Birla SL - Retirement Fund 30s 
Plan (G)

12.3 177 0.0 7.07 
(23/03/2020)

12.5 20.7 16.3 10.8 0.0 2.6 

HDFC - Retirement Savings Fund 
Hybrid Equity Reg (G)

21.4 531 0.3 12.743 
(23/03/2020)

14.7 24.5 21.5 16.6 0.2 2.7 

Aditya Birla SL - Bal Bhavishya Yojna 
Wealth Plan (G)

12.7 362 0.0 7.38 
(23/03/2020)

12.1 20.2 15.7 12.6 0.0 2.7 

ICICI Pru - Child Care Gift Plan Reg 165.4 716 0.1 103.1 
(23/03/2020)

12.2 19.9 11.1 12.0 0.1 2.4 
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CMP: Rs 3,362 Rating: BUY Target: Rs 3,900

STOCK PICKS

DIVI’S Laboratories Ltd.

Company overview
Divis laboratories ltd (Divis) is 
global drug contract manufacturing 
company serving 20 of the top 25 
global companies with over 100 
projects in the pipeline. It collab-
orates with innovator companies 
through the early drug development 
stage to the commercialization stage. 
Divis derives nearly 90% of revenue 
from generic APIs and custom 
synthesis for innovator companies 
while Nutraceuticals contribute 
rest of the revenue. It is the largest 
manufacturer of peptide reagents 
and is a leader in products such as 
Naproxen Sodium (anti-inflamma-
tory drug) and Dextromethorphan 
(coughsuppressant).

Investment Rationale
API the key growth driver
The COVID-19 crisis has opened up a 
huge opportunity for Indian pharma 
API manufacturers as the global 
and Indian large pharma companies 
are looking for alternative of China 
for sourcing API as an alternative 
channel. Further, the standoff 
between India and China led Indian 
government to impose restriction on 
Chinese imports and to make India 
self reliant on key essential items. 
Pharma API is one of the key essential 
items that India used to import from 
China and India’s dependency on 
Chinese API was nearly 70%. Gov-
ernment has announced a package 
of Rs 10,000 crore the first ever 

stimulus package to boost up the 
domestic pharma API industry and to 
reduce the import dependency. So, 
it is a huge opportunity for domestic 
pharma API manufacturers and Divis 
is one of the leading players in the 
API space with more than 50% of its 
revenue coming from generic API. 
In the early months post Covid-19 
outbreak, API prices surged sharply 
(in the range of 20% to 80%) across 
various products. The surge in the 
prices was attributable to supply 
disruption from China following an 
industrial lock out due to outbreak of 
Corona virus. Covid-19-related price 
increases in API and intermediates 
have normalized in recent months 
with inventories normalization, some 

Company Information
BSE Code 532488
NSE Code DIVISLAB
Bloomberg Code DIVI IN
ISIN INE361B01024
Market Cap (Rs. Cr) 89,416
Outstanding shares(Cr) 26.54
52-wk Hi/Lo (Rs.) 3,913/1,632.7
Avg. daily volume (1yr. on NSE) 1,159,420
Face Value(Rs.) 2.0
Book Value (Rs) 313.6

Promoters, 51.95%

DIIs, 16.86%
FIIs, 20.37%
Others, 10.82%

Share holding pattern as on December 2020
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premium (of ~10% -20%) on China 
prices still can be garnered. Besides, 
the API industry is in a sweet spot 
with multi-year tailwinds. Being a 
leading player in the API space with 
ample headroom to ramp up the pro-
duction would enable the company 
to comfortably cater to the increased 
demand. Divis is also going to get the 
benefit from backward integration, 
an aggressive capex plan incurred in 
the past and outsourcing opportu-
nities. The company has identified 
10 new big molecules which have 
gone off patent. Besides, it is also 
eyeing big in Contrast media APIs ($ 
4-6 billion market)based on iodine 
chemistry with iodine comprising of 
majority cost and here again it can 
now be fully recycled thus keeping 
costs on check and higher yields.

Custom Synthesis segment is on 
strong footing
Divi’s Custom synthesis division is 
also on strong footing and company 
is engaged with 6 out of 10 pharma 
companies (in terms of revenue) 
across the US, EU and Japan for more 
than 10 years. In Custom synthesis 
division, company is engaged in 
contact manufacturing services of 
APIs (small molecules) and Interme-
diates for global innovator pharma 
companies with vast portfolio of 
products across diverse therapeutic 
areas. Divis R&D team with over 350 
scientists specializes in developing 

innovative processes and contin-
uously optimize them to improve 
competency in manufacturing and 
yield. Due to high entry barrier in 
contract manufacturing business/
CDMO, it offers superior growth, 
margin and return profile compared 
to pharma generic business. Divis is 
the second largest CDMO player in 
India and is growing at stead pace 
over the years. Divi’s benefited due 
to early mover advantage in CRAMS 
and strict adherence to IPR norms 

together with long standing rela-
tionships with major pharma players 
helped revolve Divi’s in a successful 
India based CRAMS player. As per 
Frost and Sullivan, the market size 
of Global Contract Manufacturing 
industry is around USD 100 billion 
which is growing at 7%-8% annually. 
Thus, the long term growth outlook 
of Divis contract research manufac-
turing is strong given its expertise 
and healthy relationship with global 
drug innovators.

Capex expansion to boost growth
In recent conference call, manage-
ment has highlighted that large part 
of capex projects worth Rs 1,800-
1,900 crore initiated in last 2-3 years 
have been completed and which have 
helped de-bottlenecking capacities 
and improve technologies thus 
lowered costs. In 9MFY21, company 
has capitalized assets worth Rs 
1,000 crore and Rs 181 cr in Q3FY21. 
Divi’s recent capex plan for custom 
synthesis business worth Rs 400 
crore is progressing well, with one 
facility operationalized and 2 others 
nearing completion and production 
to start from H1FY22.Additionally, 
the company plans to invest Rs 
600 crore in the Kakinada site over 
next 2-3 years. Here all regulatory 
permissions are in place but due 
to local protests there is a delay in 
starting construction. To resolve 
the issues, Government of Andhra 
Pradesh has formed a committee 
which is in discussions with the State 
Pollution Control Board. Historically, 
company has strong track record of 
successfully monetizing its capex 
plans. Hence, Divis is expected to be 
significantly benefiting from ongoing 
capex and this will start reflecting on 
earnings from FY22E onwards.

Sustained healthy financial 
growth
Due to strong moat in business, 
Divis has maintained strong financial 
growth over the years. In past 5 years 
(FY15-FY20), company revenue grew 
at a CAGR of 12%, while EBITDA 
and PAT grew at 9% and 10% CAGR 
in same period. Strong position in 

Divis 3 year Price Chart
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The company has 
identified 10 new 
big molecules 
which have gone off 
patent. Besides, it 
is also eyeing big in 
Contrast media APIs 
($ 4-6 billion market)
based on iodine 
chemistry with 
iodine comprising 
of majority cost and 
here again it can 
now be fully recycled 
thus keeping costs 
on check and higher 
yields.
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CDMO and API generic business aid 
Divis to maintain healthy EBITDA 
& PAT margins. In past 5 years, 
company has maintained average 
EBITDA and PAT margin of 35% and 
26% respectively. Company’s 41% 
revenue come from CDMO business 
which is high growth, margin and 
return business and that support 
Divis to maintain 5 year average 
RoE of 23%. Further, company has 
also maintained a healthy dividend 
payout of around 30% in last 5 years. 
We believe, Divis will maintain such 
growth momentum in coming years 
also given its strong position both in 
generic API and Contract Research 
manufacturing divisions and higher 
price realization in API generic 
products. For Q3FY21, revenue grew 
22% YoY and EBITDA surged 40%. 
Generics and custom synthesis grew 
about 21% YoY and 19% YoY, respec-
tively. The jump in gross margin 
(+824bps YoY) translated into an 
improved operating margin of 525 bps 
YoY to 40.6%. which was also aided by 
better operating leverage driven by 
new technologies and the benefits of 
backward integration albeit partially 
offset by higher employee cost. The 
cash on books is at Rs 2064 cr as of 
Dec’20. 

Key risks
  Export account nearly 85% of its 

revenue, thus any currency vola-
tility could dent the margins of the 
company going ahead.

  API prices have increased sig-
nificantly in past few months, any 

sharp correction in API prices could 
hurt the realization of the company, 
resulting in dip in margins.

Valuation
Post the COVID-19 outbreak has 
opened a big opportunity for Indian 
domestic API players. Global inno-
vator drug manufacturers are now 
looking for alternative destination for 
sourcing API and there India has the 
opportunity in terms of scale, labor 
and skill. Divis is a leading player 
in generic API and is going to get 
the benefit of increase demand for 
pharma API across the globe. Due to 
supply chain disruption post COVID-
19 crisis, the prices of API have shot 
up significantly. Although prices 
have normalized in recent months 
with inventories normalization, some 
premium (of ~10% -20%) on China 

prices still can be garnered, thus 
API companies has been witnessing 
significant improvement in margins. 
Further, government is also putting 
efforts to boost the domestic API 
manufacturing in order to reduce the 
dependency. Divis is also the second 
largest player in CDMO segment in 
India which is a high margin and 
high return business due to high 
entry barrier in this business and 
long-term relationship with global 
innovators. The aggressive Rs 1800 
cr capex should drive Divi’s to tap 
into larger opportunities and at the 
same time backward integration and 
continued investments in technology 
will lead to lower costs. The company 
is tapping into new fields like green 
chemistry while bets big on contrast 
media API space. Management 
expects growth to accelerate from 
Q1FY22 onwards as Divi targets 10 big 
molecules which became generic and 
Divi’s has completed qualification to 
make them. The investments for the 
10 new generic molecules are already 
planned and allocated. At the same 
time, management believes growth 
will not hamper old molecules like 
ibuprofen, naproxen which remain 
resilient on growth. Besides, given 
the upgradation in technology, man-
agement remains upbeat on margins 
as well. Hence, we recommend our 
investors to BUY the scrip with target 
of Rs 3,900 from 12 months invest-
ment perspective. At CMP, the scrip 
is valued at P/E multiple of 37.4x on 
FY22E Bloomberg consensus EPS of 
Rs 89.9.

Particulars (in Rs Cr) FY19 FY20 FY21E FY22E

Revenue   4,804   5,291   6,857   8,232 

Growth (%) 26.2% 10.1% 29.6% 20.0%

EBITDA   1,873   1,825   2,796   3,357 

EBITDA Margin (%) 39.0% 34.5% 40.8% 40.8%

Net profit   1,335   1,337   1,949   2,372 

Net Profit Margin (%) 27.8% 25.3% 28.4% 28.8%

EPS (Rs)      50.3      50.4      73.8      89.9 
Source: Bloomberg consensus

We believe, Divis 
will maintain such 
growth momentum 
in coming years 
also given its strong 
position both in 
generic API and 
Contract Research 
manufacturing 
divisions and higher 
price realization in 
API generic products.
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Company overview
Supreme Industries Ltd. (SIL) is a 
plastic product manufacturer and 
the largest plastic processor in India, 
processing over 0.37mn MT annually. 
Company has four business verticals 
i.e. Plastic Piping (55%), Packaging 
Products (21%), Industrial Products 
(16%) and Consumer Products (7%). 
Company enjoys a significant market 
share across its business verticals; 
Plastic Piping (9.48%), Industrial 
Products (15%) and Consumer 
Products (13%). Supreme Industries 
is the market leader in the Packaging 
Products segments like XLPE (50%), 
EPE Foam (36%), Cap Cell (30%) and 
Air Bubble Film (18%). It has been 

consistently increasing capacity in 
the plastics processing and has more 
than 8000 diversified products. SIL 
has 25 manufacturing plants situated 
across India.

Investment Rationale
Expansion plan to service 
increased demand
The company has total 25 manufac-
turing units across 12 states in India. 
Supreme is planning a capex of ~Rs. 
400 crore (including maintenance 
capex) to increase its total manufac-
turing capacity by 10% to ~7,00,000 
metric tonnes by 2022. SI’s overall 
capacity by Mar’21 is expected to 
reach 694000MT from 630000MT in 

Mar’20. Majority of the incremental 
capacity addition to happen in pipes 
division wherein its capacity would 
be augmented from 445000MT in 
Mar’20 to 499000MT by Mar’21. 
Capacity for tanks to come up at 
three new locations from existing 
seven to cover more geography and 
reduce logistic costs. Further, the 
company is contemplating setting up 
new plants in other states, for which 
land negotiations are progressing in 
Assam and Tamil Nadu. Greenfield 
expansion at three locations for pipes 
would enable servicing the increased 
demand. The company is debt free 
and has cash balance of Rs. 432 crore 
by the end of December 2020. So, 

Supreme Industries Ltd.
Company Information
BSE Code 509930
NSE Code SUPREMEIND
Bloomberg Code SI IN
ISIN INE195A01028
Market Cap (Rs. Cr) 26,087
Outstanding shares (Cr) 12.7
52-wk Hi/Lo (Rs.) 2039 / 7.505
Avg. daily volume (1yr. on NSE) 89945
Face Value (Rs.) 2
Book Value 215.3

CMP: Rs 2,027 Rating: BUY Target: Rs 2,350

Promoters, 48.9%

DIIs, 24.7%

FIIs, 8.8%
Others, 17.6%

Share holding pattern as on  December 2020 (%)
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it is expected that the surplus cash 
would be utilised for future capex 
and company would maintain its debt 
free status.

Focus on valued added product
SIL has been able to retain its 
leadership position owing to con-
tinuous product launches across all 
segments. With a focus on profit-
ability, it has focused on premium 
product launches. The rising share 
of value-added products has helped 
the company retain or gain market 
share across most market segments. 
Thus, the share of total revenue from 
high-margin value-added products 
has expanded from ~30% in FY15, to 
~40% in 9MFY21. The value added 
product category commands EBITDA 
margin of 17%+ vs. 15% company level 
margin (FY20). The company further 
plans to increase revenue contri-
bution from valued added product 
categories by widening distribution 
network, going forward.

Healthy demand outlook in rural 
and affordable housing segments 
The company has been witnessing 
healthy business prospects from 
August 2020 in all its segments. 
During October till date, it has seen 
every business segment growing 
higher YoY. The CPVC segment 
which had seen de-growth in H1FY21 
has also seen growth during October 
2020. The company is seeing healthy 

signs like better crop output this 
year, larger acreage crop sowing for 
Rabi, higher MSP etc. to benefit going 
ahead. The management is also opti-
mistic on affordable housing demand 
going ahead as migrant workers 
return to project sites, lower interest 
rates and lower stamp duty in some 
states. Further, the government of 
India initiative for irrigation sector, 
rural water management and focus 
affordable housing on will remain 
as one of the major drivers for the 
growth of PVC pipe industry in the 
country.

Management Commentary
As per management, business 
has normalised across segments 
post-pandemic. SI saw healthy 
demand from rural markets and tier-
3/4 cities due to a good crop. Offtake 
from urban markets has also started 
to pick up. The company did see a 
slowdown in agriculture pipe demand 
due to high PVC resin prices. The 
housing pipe market continues to do 
well, both in rural and urban areas. 
PVC resin prices have increased 25% 
during Q3FY21. Management believes 
prices will come down from March, 
aiding better demand from the 
agriculture segment. In the industrial 
business, the company saw good 
demand for pellets. The industrial 
component business registered 
healthy offtake from consumer 
durable manufacturers. The 12,000t 
DWC pipe capacity is currently not 
fully utilised. Management is hopeful 
of seeing good demand from this 
segment as the government renews 
its focus on infrastructure spending. 
Management plans to spend Rs 4bn 
on capex in FY21 (includes Rs. 182 
cr carried forward from last year). 
The company has Rs. 432 cr of cash 
on books as of 31st Dec,2020. The 
management suggest that SIL will 
remain focused on capacity addition, 
new products launches and increas-
ing share of value added products to 
strengthen future earnings growth.

Q3FY21 Result Analysis
Supreme Industries Ltd.’s (SIL) 
Q3FY21 result was ahead of consensus 
estimates on all parameters. Strong 
demand traction in agri segment 
led to healthy volume growth, 
while lower raw material cost aided 
operating margin improvement. 
The company reported net sales of 
Rs18.4bn, increased by 34.3% YoY 
as PVC resin prices increased 25% 
during the quarter and volumes 
grew 10%. While EBITDA came 
in at Rs4bn, a robust growth of 
81.7% over Q3FY20. The company 
reported 570bps YoY EBITDA margin 

Supreme Industries 3Yr. Price Chart
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Supreme is planning 
a capex of ~Rs. 400 
crore (including 
maintenance capex) 
to increase its total 
manufacturing 
capacity by 10% to 
~7,00,000 metric 
tonnes by 2022. 
Greenfield expansion 
at three locations 
for pipes would 
enable servicing the 
increased demand.



19 March 2021INSIGHT

improvement to 21.8%. It reported 
net profit of Rs3.1bn, higher by 153% 
YoY. SIL reported 10% YoY growth 
in sales volume to 111,584MT led by 
higher demand for pipes as well as 
industrial and consumer products. 
Plastic piping/industrials/consumer 
revenues were up 43%/38%/12% 
YoY and volume growth stood at 
9%/32%/11% (blended 10%). The 
management attributed sales volume 
growth to good monsoon led agri-
pipes demand, pick-up in economic 
activity post unlocking process in 
key cities and SIL’s extensive distri-
bution network. Management stated 
that demand has normalised across 
businesses, but that higher PVC 
resin pricing was affecting demand 
in the agriculture pipe segment. The 
company’s focus on increasing share 
of value-added products in total sales 
led to robust 22% YoY improvement 
in blended realization to Rs165/Kg.

Key Risks
  The plastic industry is highly 

fragmented with unorganized players 
accounting for 60% of the output and 
posing a stiff competition to SIL.

  Sharp increase in raw material 
prices of PVC, LDPE, HDPE and 
delays in passing on the same. 

  Any delay in expansion plans can 
affect the turnover as the company 
has an asset heavy model hence 

needs to invest continuously in the 
business to sustain growth.

Valuation
Supreme industries is the largest 
plastic-processor in India, sells 
~0.4m tonnes of plastic products 
across five segments. SIL is one of the 
fastest to recover in the post lock-
down era in the building material 
sector. Its strong brand equity, 
leading positions in key segments, 
regular capacity additions and focus 
on value-added products have been 

its key strengths. With the recovery 
in the housing sector and industrial 
activity it is expected that the strong 
demand momentum to continue in 
coming quarters. Given its wide geo-
graphic reach, technical capabilities 
and robust capacity expansion plans, 
the company remains well placed 
to capitalize on rising opportunities 
in the sector. SIL plans to spend 
Rs400cr in for putting up new plant 
to make piping system at Orissa and 
a Cross plastic Film plant in Gujarat. 
The company is expected to focus 
on appointing more distributors, 
adding more products and deeper 
penetration. On the demand side, the 
company remains quite optimistic 
on rural, tier III, tier IV economies 
along with demand being generated 
for affordable housing pan-India. SIL 
enjoys competitive advantage over 
its organized peers owing to its scale 
of operations, vast SKUs, extensive 
distribution reach and healthy 
balance sheet. Swifter demand 
recovery, dealer-network expansion, 
entry into new regions and product 
launches helped Supreme return 
strongly. Continued capex ahead of 
demand would support growth in 
the long run. Hence, we recommend 
our investors to BUY the scrip for a 
target of Rs. 2,350 from 12 months 
investment perspective. Currently, 
the scrip is valued at P/E multiple of 
37.9x on FY22E EPS.

Particulars (in Rs Cr) FY20 FY21E FY22E FY23E

Net Sales 5511.5 6016.0 6668.0 7471.2

Growth (%) -1.8 9.2 10.8 12.0

EBITDA 834.6 1070.0 1091.3 1249.8

EBITDA Margin (%) 15.1 17.8 16.4 16.7

Net profit 436.2 686.7 679.7 788.8

Net Profit Margin (%) 7.9 11.4 10.2 10.6

EPS (Rs) 36.8 54.1 53.5 62.1
Consensus Estimate: Bloomberg

Strong brand equity, 
leading positions 
in key segments, 
regular capacity 
additions and focus 
on value-added 
products have been 
its key strengths. On 
the demand side, the 
company remains 
quite optimistic 
on rural, tier III, 
tier IV economies 
along with demand 
being generated for 
affordable housing 
pan-India.
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Somany Home Innovation Ltd.

Company overview
Somany Home Innovation Ltd (SHIL) 
operates under segments such as 
consumer appliances, home retail 
solutions and furniture and kitchen 
fittings business. SHIL sells & 
market its products under brand of 
Hindware. The Consumer Products 
portfolio consists of a selection of 
household appliances. The kitchen 
appliances, such as kitchen chimneys, 
cooker hoods, built-in hobs, cook-
tops, built-in ovens, sinks under the 
brand Hindware Kitchen Ensemble 
are leaders in numerous categories. 
In water heater, it sells under brand 
Hindware Atlantic houses and in 

water purifiers and air purifiers it 
marketed under brand Moonbow 
by Hindware houses. Company sells 
air coolers and ceiling fans under 
brand Hindware Snowcrest. Under 
these broad categories, it deals in 
products like furniture, home decor 
and furnishing, wall fashion, modular 
kitchen and wardrobes through its 
retail stores Evok. Further, com-
pany forayed into the furniture and 
kitchen fittings segment, through a 
strategic marketing tie-up with Ital-
ian company which enables company 
to distribute a wide range of quality 
and functional hardware products 
in India, for the modern furniture 

and modular kitchens.HSIL had spun 
off its consumer products distribu-
tion and retail division of HSIL to 
Somany Home Innovation (SHIL). The 
marketing and distribution business 
of building products division was 
transferred to Brilloca, which is a 
100% SHIL subsidiary.

Investment Rationale
Surge in demand for home 
appliances
In last 6 months, there has been 
uptick in demand for various home 
improvement products as people 
are spending a significant large 
amount of time at home in the wake 

Company Information
BSE Code 542905
NSE Code SHIL
Bloomberg Code SHILL IN
ISIN INE05AN01011
Market Cap (Rs. Cr) 2,046
Outstanding shares(Cr) 7.22
52-wk Hi/Lo (Rs.) 317.80/53.5
Avg. daily volume (1yr. on NSE) 196.22
Face Value(Rs.) 2
Book Value (Rs) 37.05

CMP: Rs 285 Rating: BUY Target: Rs 370

Promoters, 51.11%

DIIs, 6.93%

FIIs, 2.76%
Others, 39.20%

Share holding pattern as on  December 2020 (%)
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of the COVID-19 pandemic. Though 
consumer appliances fall under 
discretionary spending, with people 
spending a lot of time at home, there 
has been a spurt in demand for home 
improvement products including 
chimneys, cooktops, water purifiers, 
dishwashers etc.Apart from launch-
ing variants of existing products such 
as dishwashers to cater to the diverse 
needs of customers, the company 
is also looking to introduce certain 
products specific to the current 
requirements. Plans are to launch 
a vegetable, fruit and meat purifier, 
which would remove impurities 
through ionisation process. Com-
pany in past 9 months launched 38 
new products in the market with 
26 patents filed since the incep-
tion. Company is witnessing sharp 
recovery in demand in consumer 
appliances division and the growth 
momentum is expected to continue 
in coming quarter also.

Strong hold in all three divisions
SHIL, operate in three divisions 
including consume appliance 
business, building products business 
and Retail business. As of 9MFY21, 
building products which is under 
Brilloca Ltd. account 69% of revenue 
followed by Consumer appliances 
27% and Retail under the brand 
EVOK contribute 4% of sales. Brilloca 

Ltd., Hindware Home Retail Pvt. 
Ltd. (Online Retail) and Hintastica 
Pvt. Ltd. (Water Heater) are its 100% 
subsidiaries. In consumer appliance 
business, SHIL is among the top 
2 players in the Kitchen Chimney 
segment commanding 40% market 
share. It ranked 5th in the Air Cooler 
segment and in top 6 in the water 
heater segment. In Rs 13,800 crore 
sanitarware & Faucets market, com-
pany is a leading player in sanitary 
ware & faucets segments with its 
brand Hindware. In sanitary ware 
segment company has wide array of 
products available across the price 
spectrum (Luxury, Super Premium, 
Premium and Mass segment). Com-
pany is also launching 6 IOT products 
to strengthen its presence in Internet 
of Things market. SHIL is emerging 
as a strong player in plastic pipes & 
fittings segment, and its products 

are well accepted by consumers. In 
pipes, company has 260 distributors 
in the country and followed distri-
bution based model. Management 
envisages to clock revenue of more 
than Rs 1000 crore in pipe division. 
Company has also forayed into 
overhead water storage tanks. SHIL 
sells specialty home interior products 
through modern format stores and 
digital platforms under the brand 
‘EVOK. It has strong presence in 
e-commerce through onlineportal 
EVOK.in and other sites like Amazon, 
Flipkart, Tata CliQ, etc. In retail 
segment, company closed 8 stores 
and now focusing on franchisee 
and online model. In tiles division, 
company’s focus on premiumization 
and addressable market is around Rs 
10,000 crore. Strong hold in all three 
divisions warranted healthy earnings 
growth visibility in the long run.

Established a strong distribution 
network
Over the years, company has estab-
lished strong distribution network 
both offline and online which 
provides better growth visibility in 
future. Company has presence in 
35,000+ retail touch points, 3,100 
distribution partners and 700+ 
modern & retail outlets. In order to 
strengthen its penetration SHIL has 
created Omni-Channel presence. 
Company has made investments 
earlier 3 years back which now have 
been yielding results both in topline 
and bottom line. Company has set 
up distinct distribution networks to 
market newer products and cross 
selling. Company made strategic 
investment and launch innovative 
products then branded the products 
both offline and online and digitized 
the distribution channel. Investments 
in research and development yielded 
in considerable results and help in 
launching products on a continuing 
basis thus help in retaining cus-
tomers. Company also has strong 
presence in e-commerce through 
onlineportal EVOK.in and other sites 

SHIL 3 year Price Chart
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In consumer 
appliance business, 
SHIL is among 
the top 2 players 
in the Kitchen 
Chimney segment 
commanding 40% 
market share.
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like Amazon, Flipkart, Tata CliQ, etc. 
The outbreak of COVID-19 has shifted 
the demand from offline to online 
and in last few quarters there has 
been surge in demand from online. 
The contribution of e-commerce, has 
increased substantially in past few 
quarters mainly on account of lock-
down due to COVID-19. Investments 
in R&D and expanding distribution 
network will improve its market 
share by offering innovative range of 
products.

Reported robust Q3FY21 led by 
strong recovery
SHIL witnessed sharp recovery in 
past 2 quarters across the segments 
and expect such momentum to 
continue in coming quarters also. 
Overall consolidated revenue grew 
by 24.1% YoY and 30% QoQ at Rs 551 
crore primarily led by Consumer & 
Building material segments. Con-
sumer division revenue increased by 
39% y-o-y driven by strong demand 
and consumer appreciation for for-
ward-looking product line. Building 
material revenue increased by 23% 
y-o-y as a result of strong sales by 
Plastic Pipes business well supported 
by sanitaryware & faucets. Retail 
division sales during the quarter got 
impacted due to closure of physical 
stores. Overall EBITDA grew by 
whopping 73.5% YoY and 31% QoQ 
at Rs 59.7 crore with sharp margin 
improvement of 309 bps YoY at 10.8%. 
The margin improvement witnessed 

consumer appliances by 90 bps while 
the retail business was returning 
back to profitability. Higher revenue 
and operating profit growth led the 
net profitability growth by 3x YoY 
and nearly 93% sequentially at Rs 
37.7 crore.During Q3FY21, Building 
material accounts 68.5% of overall 
revenue followed by Consumer appli-
ances 28.3% and Retail 3.2%. Further, 
company is increasingly looking to 
increase its domestic manufacturing 
to 90-95% from current 60-65%. 
Company’s China import share in 
consumer appliance products is less 
than 25% and continuously planning 
to shift to Indian manufacturers. As 
per management, company has just 
started its growth journey and is 
confident of sustaining this growth 
momentum going ahead.

Key Risks
  Increased in raw material prices 

will pose risk to its margins. 

  Prolonged slowdown in economy 
could impact its long term growth 
story and will also hurt its business.

Valuation
After getting demerged from HSIL, 
SHIL started its business with 
consumer appliances products 
distribution, retail division & with its 
fully owned subsidiary Brilloca which 
operate the marketing and distribu-
tion business of building products. 
Company’s investments undertaken 

in recent past towards newproduct 
segments and distinct distribution 
networks have started delivering 
results. Management is committed to 
increase its capital allocation towards 
fast growing profitable segments. 
SHIL has been scaling up its pres-
ence in consumer appliances and 
plastic pipes and fittings categories 
which are currently growing at very 
healthy rate. Company will enter 
into business which generates RoCE 
in range of 15%-22% in long run. 
Further, its robust supply chain and 
strategic outsourced manufacturing 
enables the company to offer awider 
product basket with minimal capital 
expenditure. As per the management, 
company has started its growth 
journey and strong earnings growth 
registered in Q3FY21 will be sustained 
in the long run. Management believed 
that its each business segment has 
huge growth potential and can out-
perform industry growth by 1.5-2x. 
Company will register 2-3% incre-
mental improvement in gross margin 
going ahead with volume growth and 
scalability. Thus, we hold our Positive 
view on SHIL and believe that it could 
be a compounder story in long term. 
We recommend our investors to BUY 
the scrip with target of Rs 370 from 
12 months investment perspective. At 
current price, the scrip is valued at 
P/E multiple of 22.8x on FY22E EPS.

Particulars (in Rs Cr) FY19 FY20 FY21E FY22E

Revenue 1,670.9 1,613.1        1,811.9         2,264.9 

Growth (%) NA -3.5% 12.3% 25.0%

EBITDA 124.2 88.2 156.2 203.8 

EBITDA Margin (%) 7.4% 5.5% 8.6% 9.0%

Net profit 54.7            23.1             65.6              90.6 

Net Profit Margin (%) 3.3% 1.4% 3.6% 4.0%

EPS (Rs) 7.6              3.2               9.1              12.5 
Source: Bloomberg consensus
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Monthly Insight 
Performance 
Since Jan-2019... Return @CAGR 19.2%

* All Figures quoted in Rs.

Calculated as on February 22, 2021
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Monthly Profit & Loss Fact Sheet (Rs.)

Date Invested Capital Booked Profit M2M Net Profit

31-Jan-19 1496513 0 (15549) (15549)

28-Feb-19 2500555 0 (12120) (12120)

31-Mar-19 3499100 0 87058 87058 

30-Apr-19 4423753 77386 (8924) 68462 

31-May-19 4843373 149734 (192232) (42498)

30-Jun-19 5780649 212997 (312556) (99559)

31-Jul-19 7280745 212997 (523193) (310197)

31-Aug-19 6252245 237315 (318110) (80795)

30-Sep-19 5638553 351653 (183965) 167688 

31-Oct-19 3805452 689902 (279263) 410639 

30-Nov-19 5300467 689902 (286815) 403087 

31-Dec-19 6799062 689902 (159580) 530321 

31-Jan-20 6506557 981148 (270658) 710490 

29-Feb-20 5711903 1272382 (733289) 539092 

31-Mar-20 7207537 1272382 (2755943) (1483561)

30-Apr-20 7623497 356948 (1030982) (674034)

31-May-20 6149806 833936 (1351330) (517394)

30-Jun-20 7651620 833936 (956088) (122152)

31-Jul-20 9152079 833936 (463266) 370670 

31-Aug-20 8360481 1124891 (241678) 883213 

30-Sep-20 7410397 1581629 (634208) 947421 

31-Oct-20 6589893 1902621 (554750) 1347871 

30-Nov-20 4415962 2580822 (272418) 2308404 

31-Dec-20 4744368 2757455 (224457) 2532998 

31-Jan-21 4512183 2992911 (360195) 2632716 

22-Feb-21 4853265 3149349 (172471) 2976878 

*Booked Profit = Profit booked after target achieved

**M2M = Open position marked to market as on date

***Net profit = Booked Profit + M2M P/L

****Invested Capital = Stock investment as recommended (minus) Stock sold on target 

*****Calculation based on Rs. 5 lac invested on each stock recommended in our monthly insight on release date

******All Figures quoted in Rs.

****** Calculated as on February 22, 2021
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Script Buying 
Date

QTY Bought
Rate

Value Target
Price

Target
Return

Booked
Date

Booked
Price

Value Profit Return Hold-
ing 

Days

Annu-
alised 

Return

DIVI’S Laboratories Ltd.  01-Mar-21 149 3362.0 500938 3900 16.0%        

Supreme Industries Ltd.  01-Mar-21 247 2027.0 500669 2350 15.9%        

Somany Home Innovation Ltd.  01-Mar-21 1754 285.0 499890 370 29.8%        

Infosys 02-Feb-21 390 1276.3 497754 1457 14.2%        

Kajaria Ceramics 02-Feb-21 595 839.2 499295 980 16.8% 16-Feb-21 973 579096 79801 16.0% 14 417%

Borosil Renewables 02-Feb-21 1810 276.4 500329 340 23.0%        

BPCL 01-Jan-21 1312 382.7 502046 480 25.4%        

Welspun India 01-Jan-21 7353 69.1 508230 84 21.5%        

Kaveri Seed 01-Jan-21 962 524.9 504955 650 23.8%        

Bosch 01-Dec-20 39 12842.1 500840 15200 18.4% 19-Jan-21 15174 591781 90941 18.2% 49 135%

Sumitomo Chemical 01-Dec-20 1750 286.4 501133 340 18.7%        

Prestige Estate 01-Dec-20 1850 270.6 500563 312 15.3% 18-Feb-21 312 577200 76637 15.3% 79 71%

MRF 02-Nov-20 7 66042 462295 76588 16.0% 19-Nov-20 76456 535194 72899 15.8% 17 339%

Dixon 02-Nov-20 52 9586 498474 11268 17.5% 26-Nov-20 11249 584928 86455 17.3% 24 264%

Privi Speciality Chem. 02-Nov-20 910 549 499328 640 16.6% 21-Jan-21 639 581399 82071 16.4% 80 75%

Ultratech Cement 01-Oct-20 122 4095 499594 4543 10.9% 19-Oct-20 4535 553293 53699 10.7% 18 218%

Essel Propack 01-Oct-20 2025 248 501522 290 17.1% 11-Jan-21 290 586238 84715 16.9% 102 60%

Valiant Organics 01-Oct-20 168 2970 498946 3350 12.8% 09-Oct-20 3344 561832 62886 12.6% 8 575%

Mishra Dhatu Nigam 01-Sep-20 2400 209 502246 260 24.2%        

Hawkins Cooker 01-Sep-20 103 4852 499740 5890 21.4% 29-Dec-20 5671 584118 84379 16.9% 119 52%

Phillips Carbon Black 01-Sep-20 4275 117 501035 151 28.8% 25-Oct-20 148 630563 129527 25.9% 54 175%

Wipro 03-Aug-20 1770 282 499999 325 15.1% 05-Oct-20 325 574878 74880 15.0% 63 87%

Divis Lab 03-Aug-20 190 2644 502371 3050 15.4% 10-Aug-20 3058 581026 78654 15.7% 7 816%

Fine Organics 03-Aug-20 230 2177 500822 2470 13.4% 24-Aug-20 2466 567123 66300 13.2% 21 230%

ICICI Securities 01-Jul-20 1050 476 499818 620 30.2%        

Apollo Tyres 01-Jul-20 4600 109 501341 130 19.3% 10-Aug-20 127 582498 81157 16.2% 40 148%

Galaxy Surfactants 01-Jul-20 335 1490 499300 1680 12.7% 04-Aug-20 1684 564130 64829 13.0% 34 139%

Nestle India 01-Jun-20 28 17571 491987 19500 11.0%        

Tech Mahindra 01-Jun-20 925 541 500453 ADD 29-Sep-20 774 715691 215238 43.0% 120 131%

Abbott India 01-Jun-20 30 16979 509375 19464 14.6%        

Bharti Airtel 04-May-20 985 508 500232 610 20.1% 20-May-20 606 597058 96826 19.4% 16 442%

Pfizer 04-May-20 102 4934 503304 5800 17.5%        

Bayer Cropscience 04-May-20 116 4287 497334 5425 26.5% 27-May-20 5281 612584 115251 23.2% 23 368%

ITC 01-Apr-20 2950 170.29 502363 ADD       

Monthly Insight 
Recommendation 
Performance Sheet
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Script Buying 
Date

QTY Bought
Rate

Value Target
Price

Target
Return

Booked
Date

Booked
Price

Value Profit Return Hold-
ing 

Days

Annu-
alised 

Return

Britannia Industries 01-Apr-20 184 2719 500320 ADD 29-May-20 3384 622704 122384 24.5% 58 154%

TCS 01-Apr-20 274 1827 500508 ADD 14-Sep-20 2480 679520 179012 35.8% 166 79%

HDFC Bank 01-Apr-20 586 852 499290 ADD 10-Nov-20 1361.3 797739 298450 59.8% 223 98%

Britannia Industries 02-Mar-20 164 3048 499888 3400 11.5% 29-May-20 3384 555019 55130 11.0% 88 46%

Aarti Industries 02-Mar-20 505 990 499799 1177 18.9% 05-May-20 1139 575018 75220 15.1% 64 86%

Metropolis Healthcare 02-Mar-20 263 1885.73 495946 2200 16.7% 23-Nov-20 2186.9 575165 79219 16.0% 266 22%

Bajaj Finance 03-Feb-20 115 4305.89 495178 5000 16.1% 01-Dec-20 4893.6 562761 67583 13.6% 302 16%

Gujarat State Petronet 03-Feb-20 2040 246 501493 300 22.0% 01-Apr-20 169 344168 -157325 -31.4% 58 -197%

Granules India 03-Feb-20 3600 140 502632 170 21.8% 07-Feb-20 164 591156 88524 17.6% 4 1607%

Concor 01-Jan-20 870 574.99 500239 665 15.7%        

Mahanagar Gas 01-Jan-20 470 1066 501095 1164 9.2% 23-Jan-20 1162 546140 45045 9.0% 22 149%

SIS 01-Jan-20 1020 490 500147 568 15.8% 07-Feb-20 559 570119 69972 14.0% 37 138%

HDFC Life 02-Dec-19 875 571 499608 680 19.1% 17-Nov-20 670.6 586740 87133 17.4% 351 18%

Dr. Reddy’s Lab 02-Dec-19 171 2923 499818 3503 19.8% 07-Apr-20 3554 607713 107896 21.6% 127 62%

Just Dial 02-Dec-19 875 570 499170 750 31.5% 01-Apr-20 288 251615 -247555 -49.6% 121 -150%

IRCTC 01-Nov-19 561 893 500709 1170 31.1% 30-Jan-20 1158 649638 148929 29.7% 90 121%

PI Industries 01-Nov-19 350 1432 501323 1613 12.6% 07-Feb-20 1612 564109 62787 12.5% 98 47%

Procter & Gamble Hygiene 01-Nov-19 40 12325 492982 14078 14.2%        

HDFC Bank 01-Oct-19 405 1235 500212 1395 12.9% 10-Nov-20 1361.3 551339 51127 10.2% 406 9%

Indian Hotels 01-Oct-19 3130 160 500595 179 11.9% 01-Apr-20 74 230525 -270071 -53.9% 183 -108%

Siemens 01-Oct-19 330 1549 511213 1680 8.4% 23-Oct-19 1689 557420 46207 9.0% 22 150%

Gujarat Gas 01-Sep-19 2800 179 501501 200 11.7% 30-Oct-19 200 559048 57547 11.5% 59 71%

Hindustan Unilever 01-Sep-19 265 1888 500371 1975 4.6% 20-Sep-19 1957 518507 18136 3.6% 19 70%

Divi’s Lab 01-Aug-19 305 1636 498882 1750 7.0% 22-Oct-19 1757 535885 37003 7.4% 82 33%

ICICI Bank 01-Aug-19 1175 426 500234 473 11.1% 25-Oct-19 468 550206 49972 10.0% 85 43%

City Union Bank 01-Jul-19 2410 208 500935 254 22.2% 16-Jan-20 248 597005 96070 19.2% 199 35%

Reliance Nippon Life 01-Jul-19 2250 222 499773 265 19.3% 27-Aug-19 258 579510 79737 16.0% 57 102%

Sanofi India 01-Jul-19 87 5740 499387 6775 18.0% 29-Oct-19 6678 581029 81641 16.3% 120 50%

Asian Paints 01-Jun-19 346 1445 499797 1560 8.0% 02-Aug-19 1549 535985 36188 7.2% 62 43%

Axis Bank 01-Jun-19 614 812 498614 905 11.4%        

Honeywell Automation 01-Jun-19 19 26087 495655 30195 15.7% 25-Oct-19 29105 552999 57344 11.6% 146 29%

MCX 01-May-19 575 868 499354 1005 15.7% 30-Aug-19 971 558147 58793 11.8% 121 36%

TCS 01-May-19 220 2259 496953 2490 10.2% 14-Sep-20 2480 545600 48647 9.8% 502 7%

Crompton Greaves Cons. 01-Apr-19 2138 234 501153 256 9.2% 20-Sep-19 251 536681 35528 7.1% 172 15%

Equitas Holdings 01-Apr-19 3637 138 500875 191 38.7% 01-Apr-20 42 152499 -348375 -69.6% 366 -69%

Page Industries 01-Apr-19 20 25219 504373 29080 15.3% 14-Aug-19 17525 350506 -153867 -30.5% 135 -82%

ITC 01-Mar-19 1800 278 500089 319 14.8%        

Tech Mahindra 01-Mar-19 605 824 498456 960 16.5% 29-Sep-20 774 468101 -30356 -6.1% 578 -4%

HDFC Bank 01-Feb-19 240 2101 504338 1204 -42.7% 20-May-19 2403 576686 72348 14.3% 108 48%

Pfizer 01-Feb-19 163 3066 499703 3490 13.8% 20-Sep-19 3389 552433 52730 10.6% 231 17%

Abbott India 01-Jan-19 65 7593 493527 8580 13.0% 11-Jun-19 8566 556790 63263 12.8% 161 29%

Indraprastha Gas 01-Jan-19 1850 273 504362 315 15.5% 08-Apr-19 314 581748 77386 15.3% 97 58%

United Spirits 01-Jan-19 800 623 498624 735 17.9% 14-Feb-20 711 568576 69952 14.0% 409 13%



27 March 2021INSIGHT

BUILDING MATERIALS:
GAINING STRENGTH

SECTOR OUTLOOK

Building material companies like tiles, PVC pipes 
& plywood & laminates are in the limelight 
as the demand for real estate has rebound-
ed strongly after a long period of lull. The 

outbreak of COVID-19 in the beginning of 2020 which 
forced government to declare stringent lockdown across 
the country in order to break the chain has created the 
demand for real estate. Work from 
home and online education has led 
the demand for big houses. Further, 
decade low house building loan rates 
and reduction in stamp duty in some 
important real estate markets make 
the property more attractive both for 
residential and investment purpose. 
Affordability is up with mortgage 
rates at a 15-year low (<7%) and 
stagnant prices. Supply is shrinking 
due to lack of liquidity for smaller 
developers, and further the end of 
the interest moratorium in August 
2020 aggravatedthe liquidity issues, 
resulting in consolidation in the 
industry which will benefit the large 
developers. In sync with the demand 
for real estate the building material 
players also witnessed similar kind 
of demand uptick. Building materi-
al companies witnessed sustained 
demand trajectory in tier 2 and below 
cities coupled with uptick in metro 
cities now led by home improvement 

as well as new real estate sales and market share gains 
from unorganized players, especially in the tile and plastic 
pipes segment. The Indian Tiles and Ceramic industry has 
undergone a challenging phase recently (FY16-19). None-
theless, it was also the period during which the inorganic 
segment (~50% of the overall industry) was forced shifted 
on a level playing platform with its organic counterparts 

following the introduction of GST 
and measures like banning the use of 
coal gasifiers. Further, the consoli-
dation in the inorganic segment has 
also aided the organized segment to 
gain structural strength. PMAY-U is 
expected to build 10mn urban houses 
with an aim to provide ‘Housing for 
all’ by 2022. This is one of the key 
drivers for tile demand, especially for 
ceramic tiles. Further in FY22 Budget, 
government focus on infrastructure 
building and to boost rural income 
will augur well for building material 
companies. The rising rural income 
that has started gaining pace since 
the mid 2000-2010 has changed 
the aspirations of the Indian rural 
and semi-urban population. This is 
gradually shifting the sanitaryware 
demand profile from necessity to 
style statement, which will help the 
organised segment companies to gain 
market share over unorganized play-
ers. The replacement demand which 

Work from home 
and online education 
has led the demand 
for big houses. 
Further, decade low 
house building loan 
rates and reduction 
in stamp duty in 
some important 
real estate markets 
make the property 
more attractive both 
for residential and 
investment purpose. 
Affordability is up 
with mortgage rates 
at a 15-year low (<7%) 
and stagnant prices. 
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is ~ 20% of the total demand bucket is also likely to gain 
prominence after the current COVID 19 crisis recedes.

Tiles companies recovering rapidly
Large tiles companies recovered rapidly since the lock-
down lifted up mainly on the back of demand from tier 2 
and below cities in the beginning and now from metros 
and market share gains from unorganized Morbi based 
players. Morbi region which accounts nearly 65% of total 
domestic tiles production is focusing more on exports as 
various countries looked for alternative to China. Exports 
from Morbi region jumped from average Rs 700-800 
crore to Rs 1000-1400 crore in past 4 months and indus-
try expects strong visibility of export in next 6-9 months. 
China plus factor play an incremental demand trigger 
for tiles players. Morbi has reduced focus on domestic 
segment, reflected in the form of tightened credit policy 
by them (exports are more profitable and cash cycle 
is significantly better), heavy discounts are no longer 
available and unpredictable supplies. These factors make 
the dealers to shift to organized players given the range/
product availability and assured supply.Further traction 
in real estate sector make the domestic demand recovery 
faster than anticipation. In order to meet the incremental 
demand, industry expects 60-70 large Greenfield plants to 
come up in addition to restart of 50-60 old plants. Going 
forward, Morbi region is expected to mainly focus on ex-
port demand. Large tiles players like Kajaria ceramics and 
Somany ceramics are likely to gain market share at cost of 
other small unorganized players.

Residential property market rebound 
strongly
Work from home has led more people to focus on their 
homes and is driving upgrades to luxury segment. Factors 
like increasing trend of work from home amid pandemic, 
low home loan rates and freebies/discounts offered by 
developers driving the demand for residential properties. 
Affordability is up with mortgage rates at a 15-year low 
(<7%) and stagnant prices. Supply is shrinking due to lack 
of liquidity for smaller developers, and further the end of 
the interest moratorium in August 2020 aggravated the 
liquidity issues, resulting in consolidation in the industry 
which will benefit the large developers. The consolidation 
of developers is expected to have better pricing and price 
appreciation for the real estate developers. The reduc-
tion in stamp duty rates by 3%, coupled with completed 
projects saving 5% on GST front gives the buyers nearly 8% 
discount. This combined with additional discounts given 
by the builder works out to a total discount of in between 
10%-15% for the end buyers. Thus, these led the afford-
ability of the buyers, resulting in rebound in demand for 
residential properties. The residential segment is witness-
ing recovery in all markets across product segments with 
varying degrees from city to city with Bengaluru leading 
the pack with bookings at around 70-80 % YoY in last 
2-3 months. Markets such as NOIDA, Pune, Chennai and 
Hyderabad too showing steady recovery. Mumbai too saw 
some large transactions in luxurious categories especial-
ly in SouthCentral Mumbai. As per industry, the overall 
demand sentiment is steadily moving upwards, which is in 
turn is creating demand for home building materials.

Residential Property new launches across PAN India  
(Annual) (in nos)

Source: Industry
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Stamp duty reduction has driven the demand for  
residential property in Mumbai & adjacent areas

Source: Industry report

Residential Property new launches in Tier 1 towns  
(Annual) (in nos)

Source: Industry
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Robust Tiles export

Source: Industry report
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Demand drivers for tiles companies
PMAY-U (Pradhan Mantri Awas Yojana Urban) is ex-
pected to build 10 million urban houses with an aim 
to provide ‘Housing for all’ by 2022. This scheme has 
started execution from FY15 and will continue till FY22 
with budgetary allocation from the Central government 
along with assistance from the state government/Union 
territories. PMAY-U is one of the major drivers for tile 
demand, especially the flooring, which uses ceramic tiles. 
The completion of all the grounded houses up to 2022 will 
require nearly 1,000 msm of additional tile supply. The 
rate of house completion has witnessed a setback due to 
COVID-19 pandemic. However, the situation has turned 
around rapidly on the back of inherent strength in Indian 
economy. Further, all the major states witnessed robust 
growth in residential launches which bode well for the 
tiles consumption. In tiles sector around 18-20% of its 
annual sales come from replacement sales. Historically 
it has been noticed that in economic downturn, demand 
for big house purchase remained weak and customers 
focus shifts towards renovations/renewals, aiding higher 
demand from the replacement segment. This is likely to 
be prominent during the recovery phase after the current 
COVID 19 crisis situation and can provide a boost for the 
tiles and sanitaryware sector. All these factors will drive 
the demand for tiles consumption in India, resulting in 
robust volume growth for domestic tiles manufacturers.

Organized players in tiles sector gaining 
market share
The implementation of GST in 2017 has benefited the or-
ganized tiles manufacturers. The informal market became 
more compliant after the GST implementation, thereby 
minimizing the gap of tax and duty paid by unorganized 
players and by branded players. This made branded tiles 
more affordable for the buyers. After the introduction of 
the GST in July 2017, the rates were reduced to 18% from 
28% in November 2017. Gas prices increased significantly 
in FY17-18, which the tile sector was unable to bear due 
to the already muted demand for tiles. This burdened the 
margins of the unorganized players and small manufac-
turers and they lost market share to organized players. 
Indian tile industry had a total consumption of 750msm in 
FY19 (organised + unorganized) of which Kajaria Ceramics 
is the largest tile producer in India with an overall market 
share of 11% followed by Prism Johnson and Somany 
Ceramics among the organised players. The extended 
lockdown due to outbreak of COVID-19 has destroyed 
the unorganized segment due to lack of capital to stay 
afloat, thereby resulting in higher market share grab in 
long term. Also the fragmented Morbi players focused 
on export market because of strong demand and vacated 
domestic market.

Unsold Inventory levels across top 7 cities

Source: Industry report

PMAY-Urban progress (lakh units)

Source: Ministry of Housing and Urban Affairs
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Demand for Wood Panel- MDF segment 
has been strong
Wood panel companies reported better than expect-
ed numbers in past two quarters on account of higher 
volume growth. Ply/Laminates volume remain weak in 
1HFY21, though players hope to report positive growth in 
2HFY21. MDF, on the other hand, recovered smartly and 
are expected to remain strong given robust demand from 
OEMs. In MDF segment, the demand from smaller cities/ 
towns has been strong on account of work from home 
culture, restrictions on import of MDF/furniture and cost 
consciousness of consumers. Industry expect MDF prices 
to remain firm as no major capacity additions are ex-
pected over next two years resulting in favorable demand 
supply scenario. Industry expect ply/laminate segment to 
come back on growth path on the back of demand uptick 
from metro cities given healthy real estate sales and 
positive momentum in laminate exports. Further, effi-
cient inventory liquidation and healthy collections from 
debtors have helped wood-panel companies release funds 
from working capital, leading to robust cash flow genera-
tion in 1HFY21. Thus, wood panel companies are utilizing 
incremental cash flows to deleverage 
its balance sheet and improving net 
debt position. In a positive develop-
ment DGTR (Directorate General of 
Trade Remedies) has recommended 
the Central Government and no-
tified in the Official Gazette dated 
8th Jan, 2021 that the anti-dumping 
duty which was levied on thick MDF 
(thickness of 6mm or more) from 
Thailand, Malaysia and Sri Lanka in 
August 2015 for a period of 5 years 
should be extended for another 
period of 5 years. This is a positive 
for the domestic MDF players as the 
competition from thick MDF imports 
will continue to be minimal for next 5 
years (pricing difference will continue 
to be around 5-8%), which will give an 

opportunity to improve capacity utilizations. In addition, 
Indian governmentis actively considering imposing tight-
er restrictions on imports of several items, including fur-
niture. (India imports readymade furniture worth around 
Rs 28 billion annually, of which 40-50% comes from 
China) and possible Anti Dumping Duty (ADD)/Counter 
Veiling Duty (CVD) on MDF (15-23% of India consumption). 
Additionally, it has identified readymade furniture as one 
of the 20 sectors to make India a hub for global exports. 
All these steps from government will bode well for MDF 
manufacturers in India as it improves volume visibility 
with up gradation in future earnings growth.

Sharp recovery witnessed in plastic pipes 
segment
The market size of India’s plastic pipes industry is around 
Rs 300 billion and it has grown at a CAGR of 10% in last 
5 years which is the highest growth rate in the building 
material space. The industry’s products are made from 
resins such as PVC, CPVC, PPE and HDPE, with avariety 
of end-user applications across agriculture, plumbing 
and infrastructure sectors and this helped the sector to 
achieve superior growth in comparison to other build-
ing material sub-sectors. During Q3FY21, large plastic 

pipe players have witnessed sharp 
recovery in their volumes mainly 
on the back of a sharp recovery in 
demand for plumbing and SWR (Soil 
Waste & Rain) pipes from Housing 
segment in tier 2 and below cities and 
healthy rural demand and market 
share gains. The 2HFY21 is expected 
to witness further improvement led 
by demand up-tick from metro cities, 
improving demand from real estate 
sector and strong outlook for upcom-
ing Rabi season should support rural 
demand. The COVID-19 led slowdown 
has intensified pace of consolidation 
as smaller/regional pipe players face 
major balance sheet constraints amid 
PVC price volatility, this is helping 

Wood furniture imports in India (Rs crs)

Source: Ministry of Commerce
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The market size of 
India’s plastic pipes 
industry is around 
Rs 300 billion and it 
has grown at a CAGR 
of 10% in last 5 years 
which is the highest 
growth rate in the 
building material 
space.
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larger players with strong balance sheets to gain market 
share. The plastic pipes sector has shown resilience by 
recovering from the Covid-19 led slowdown. Increasingly, 
distributors also prefer to move from smaller players to 
larger players. In addition, different end user applications 
value-added products, shift from metal to plastic pipes, 
ongoing consolidation and infrastructure demand will 
help the large plastic pipe players post healthy double 
digit volume growth in coming years. It is believed that 
large organized players with pan-India facilities will take 
advantage of this opportunity to increase market shares 
over the coming years.

Strong rebound in residential real estate space has made 
the building material sector more viable for investment. 
The rapid demand recovery in residential property 
triggers the demand for tiles, laminates/MDF and plastic 
pipes. Moreover, government renewed focus on infra-
structure and rural will also act as a positive catalysts for 

building material companies. COVID-19 led slowdown in 
economy put the organized players more on front foot by 
gaining market share as weak balance sheet and lack of 
capital forced small players to shut down their business. 
Plastic pipes segment to do better than other building 
materials because of government more impetus on rural 
and infrastructure space as these two sectors account 
maximum demand for plastic pipes. Ceramic and tiles 
players will see healthy demand from real estate sector 
and increasing opportunity from export markets. In MDF/
laminate segment, the demand from smaller cities/ towns 
has been strong on account of work from home culture, 
restrictions on import of MDF/furniture and cost con-
sciousness of consumers. Thus, it is expected that build-
ing material companies to deliver healthy growth in next 
couple of years mainly on the back of sustained demand 
from tier 2 and below cities coupled with uptick in metro 
cities now and market share gains from unorganized play-
ers, especially in the tile and plastic pipes segment.

Peer Set
Company Name Mcap  

(Rs crs)
Revenue  
(Rs crs)

EBITDA 
(Rs crs)

PAT  
(Rs crs)

EBITDA 
Margin 

(%)

PAT 
Margin 

(%)

ROE  
(%)

ROCE 
(%)

D/E 
(x)

1 Yr 
Forward 

P/E (x)

1 Yr 
Forward 
P/BVPS 

(x)

1 Yr  
Forward 

EV/EBITDA 
(x)

Kajaria Ceramics 
Ltd. 15,349.7 2,808.0 415.9 253.5 14.8% 9.0% 15.5 18.8 0.1 40.7 7.5 24.9 

Cera Sanitaryware 
Ltd. 5,191.0 1,223.7 165.5 110.5 13.5% 9.0% 15.0 17.5 0.1 35.1 5.2 22.5 

Somany Ceramics 
Ltd. 1,778.7 1,600.2 131.4 19.5 8.2% 1.2% 3.2 5.2 0.8 21.8 2.5 10.3 

Century Plyboards 
(India) Ltd. 7,029.6 2,317.0 279.7 125.3 12.1% 5.4% 12.1 15.1 0.3 27.5 4.9 17.1 

Greenply 
Industries Ltd. 2,122.1 1,420.4 155.6 47.7 11.0% 3.4% 13.4 13.3 0.7 18.3 3.9 11.9 

Greenlam 
Industries Ltd. 2,228.6 1,320.6 178.3 86.7 13.5% 6.6% 18.7 17.4 0.6 21.1 3.5 11.8 

Greenpanel 
Industries Ltd. 2,174.2 876.6 137.8 14.5 15.7% 1.6% 2.2 4.9 0.9  N/A  N/A  N/A 

Astral Poly Technik 
Ltd. 31,197.7 2,577.9 424.6 251.2 16.5% 9.7% 18.6 21.4 0.1 72.2 14.6 45.6 

Supreme Industries 
Ltd. 24,749.3 5,511.5 834.6 436.2 15.1% 7.9% 19.8 25.7 0.2 36.3 8.2 22.9 

Finolex Industries 
Ltd. 8,284.0 2,986.0 448.1 307.1 15.0% 10.3% 13.5 16.4 0.1 17.9 3.4 12.4 

Prince Pipes & 
Fittings Ltd. 4,551.8 1,635.7 228.8 112.5 14.0% 6.9% 18.3 20.5 0.3 24.6  N/A 14.3 

Source: ACE Equity & Bloomberg; Note: NA means not available
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Management Commentary

MANAGEMENT COMMENTARY

Titan Company Ltd. (Dated: 
February 10, 2021)

  Return to positive growth has been 
ahead of earlier expectation (Q4FY21). 
The management expects strong 
growth in FY22 as well. 

  Jewellery business: The jewellery 
business’ revenue grew with a better 
footfalls during festive season (with 
a conversion rate and higher ticket 
size as compared to the previous 
year). The company sold Rs. 340 
crore of bullion as part of working 
capital optimisation. A good recovery 
in store walk-ins and pick-up in 
sales in metros and top cities was 
the highlight of the quarter. Retail 
jewellery sales growth stood at 13% 
in Q3, which was driven by higher 
ticket-sales (purchases of Rs. 1-2 
lakh), while footfalls recovered to 
almost 97% of pre-COVID levels. 
Walk-ins grew by 13%. Wedding 
jewellery sales grew by 10% in Q3 
(16% in January). The mix of studded 
jewellery saw improved to 26% QoQ, 
although still lower as compared to 
29% in Q3FY20. However, studded 

jewellery sales grew by 9% in Q3 
(and by 16% in January). EBIT margin 
was impacted by the lower mix of 
studded jewellery and higher coin 
sales, which was partially recouped 
by a fall in fixed expenses. Jewellery 
retail sales growth stood at 13% in Q3 
and improved significantly to 28% in 
January. Total digital sales (including 

online + omni channel) as percentage 
of sales stood at 2.5-3% which grew by 
3.5x in Q3. Golden Harvest enrollment 
has picked up very well and in Q4, the 
momentum has sustained so far. 

  Watch business: Watches and 
Wearables showed 88% recovery 
driven by 30% growth in e-commerce 
channel. In spite of negative operat-
ing leverage, cost control measures 
led to EBIT margin expanded to 10.4% 
despite negative operating leverage 
(sales declined 12% YoY), exiting 
non-profitable channel and closure 
of loss-making Fastrack stores. Man-
agement expects Watch business to 
fully recover by Q4FY21 onwards and 
will continue to bank on wearables 
segment (5% of watch sales), where it 
is strong no.2 in volume terms 

  Eyewear business: Eyewear 
margins have been negative for the 
past few years but there has been 
a turnaround in Q2 and Q3FY21 
because of lower consumer discounts 
shift in focus towards house brands 
where material costs have been 
controlled at below 21% compared 

Titan’s total 
digital sales 
(including online 
+ omni channel) 
as percentage of 
sales stood at 2.5-
3% which grew by 
3.5x in Q3. Golden 
Harvest enrollment 
has picked up very 
well and in Q4, the 
momentum has 
sustained so far.
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to last year when they were 24-25%. 
It reported EBIT margin of 17.7% (vs 
loss in base quarter) despite negative 
operating leverage (down 7% YoY) 
owing to lower discounts, improved 
product mix (higher salience of 
owned brands) and cost controls 

  Other businesses: Other Busi-
nesses which includes Fragrances, 
Indian dress wear and Accessories 
recovered to the extent of 77% YoY. 
Within than recovery rate of Fra-
grances and Accessories continued to 
be muted.

  Online sales on an uptrend: Titan 
stated that 7.5-8% of jewellery sales 
came from digital platform during 
9MFY21 (which is inclusive of remote 
selling + video calling + aisle store + 
Omni channel). Moreover, it has seen 
3.5x growth in digital sales from base 
year 

  Golden Harvest scheme: Manage-
ment highlighted weak traction in 
GHS during Q3FY21; however, it has 
seen decent pick-up from Q4FY21 
onwards. Moreover, 56% of total gold 
procured through Gold on Lease 
Model during Q3FY21 

  War on Waste programme: It is 
taking following measures in order 
to improve profitability of jewellery 
business such as working extensively 
with vendors in order to reduce 
costs, savings in diamond procure-
ment costs and Product re-engineer-
ing Initiative’s, to make product more 
light weight – so that it become more 
affordable

Britannia Industries Ltd. 
(Dated: February 08, 2021)

  Demand scenario: Given the 
current scenario, it is difficult to 
predict demand as highlighted by 
the management. However, a pick 
up in volumes was witnessed for the 
drinks portfolio which is an OOH 
product, but normalization is still to 
be reached. OOH is seeing gradually 
improvement towards normalization 
while in-home consumption has 
evened out in Q3. Biscuits/Rusks 
are reporting healthy performance 

with Rusks doing better than 
biscuits. Dairy and international 
portfolio excluding drinks is doing 
well. Downtrading is visible in the 
market, but Britannia has not lost 
market share. However, management 
mentioned that as biscuits are the 
cheapest snacking option there could 
be a possibility of share gains from 
other snacking categories. 

  Business Performance: During 
the quarter, the company reported 
robust growth from general trade 
and rural while modern trade and 
institutional businesses are muted 
and management believes that it will 
begin to normalize as Covid cases 
have started falling. Currently, fac-
tory productivity is at 1.07x compared 
to pre covid level of 1.0x

  Q3 volumes growth slows: Britan-
nia’s Revenue growth of 6% in Q3 was 
driven by a 5% volume growth bal-
ance 1% value growth. The moderate 
volume growth was given 1) subdued 
institutional business 2) lower pace 
of launches and innovation 3) urban 
lags in comparison to rural. Going 
forward, the company to accelerate 
the pace of innovation with focus on 
strengthen distribution infra and 

brand building to drive growth and 
gain market share. 

  International Business: During the 
quarter international business did 
well and witnessed growth across 
all-regions. During the quarter Mid-
dle East and Africa reported healthy 
growth and the Rest of International 
continue to grow at a healthy pace as 
well.

  Near term demand momentum 
moderates: Demand momentum seen 
in Q1 & Q2 to moderate going ahead 
as advantage of higher in-home 
consumption and first mover advan-
tage in terms of restarting supply 
chain network has now evened out 
in Q3. However, on the positive side, 
new consumers who tried Britannia 
products in Q1 are likely to stick with 
the company thus improving brand 
stickiness. Growth in Hindi heartland 
has been strong and with distribution 
expansion continuing we expect 
steady growth in volumes over the 
medium term. 

  Accelerating pace of innovation: 
H1 witnessed a slower pace of 
innovation due to weak demand and 
disruption caused by Covid-19. Q3 
remained muted in terms of product 
launches as company launched few 
products but expect faster recovery 
going forward. During Q3, it launched 
cream wafers at Rs 10 price point and 
Chocolush Hazelnut variant. Manage-
ment is focusing more on the existing 
products with working on affordable 
variants. 

  RM outlook: Britannia witnessed 
moderate input-cost inflation of 1-2% 
in Q3FY21. Going forward RM prices 
are likely to remain stable given pos-
itive outlook on crop harvest in rabi 
season. During Q3FY21, inflation was 
largely driven by sharp rise in prices 
of RPO (up 25% YoY) and moderate 
increase in Sugar (up 1% YoY), while 
prices of flour and milk stood lower 
by 7%/15% resp. 

  Rural Markets growth ahead of 
urban: Management indicated that 
rural has grown ahead of urban as 
it has been relatively less affected 

Britannia’s 
management 
indicated that rural 
has grown ahead 
of urban as it has 
been relatively 
less affected by 
the pandemic and 
also due to a good 
monsoon, Govt 
measures and 
expectation of a 
healthy harvest. 
However, modern 
trade & institutional 
business continue to 
remain muted.
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by the pandemic and also due to a 
good monsoon, Govt measures and 
expectation of a healthy harvest. 
However, modern trade & institu-
tional business continue to remain 
muted.

  Capex: With manufacturing 
constraints being reported in current 
times, company is looking to augment 
its capacity at Odisha and Ranjangaon 
(MH) plants by putting additional 
lines. Britannia plans to set up new 
manufacturing facilities in Tamil 
Nadu (largest state sales wise), UP (UP 
now is 2nd largest market for com-
pany) and Bihar. In FY21 capex would 
be 60% of the normal levels that is 
estimated to be around Rs 200 cr.

  Update on Ranjagaon plant: Till 
now the company has invested Rs. 
700 crore and total Capex plan for 
this project is Rs. 1500 crore, which 
includes the dairy project as well. As 
per the management, this plant will 
be completed by 2023.

  Distribution: Britannia’s direct 
distribution reach, which fell to 19.7 
lakh outlets in March 2020, recovered 
back to 22.9 lakh outlets in December 
2020 (improved from 22.3 lakh outlets 
in September). The number of rural 
preferred dealers rose to 23,000 from 
19,000 in March. The company has 
maintained its thrust on scaling up 
the direct and rural distribution in 
the coming years.

  New launches (Introduction of 
wafer pack in Rs 10 pack, Festival 
packs and Pure Magic Choco lush 
Hazelnut) have been muted during 
FY21 since management focus has 
been on streamlining base business, 
since Covid-19 has created lot of 
chaos. However, management 
intends to put focus back on new 
launches in FY22, as the economy 
normalizes

Tata Steel Ltd. (Dated: February 
10, 2021)

  Global steel demand is expected to 
increase in 4QFY21 due to improving 
economic activity across regions. 
India steel demand should also be 

buoyant, supported by economic 
recovery, govt spending, and easy 
liquidity. 

  Total deliveries declined 6.9mn 
tons (vs 7.4mn tons in Q2FY21 and 
7.3mn tons in Q3FY20). This was 
mainly due to ~11%QoQ reduction in 
exports. 

  Tata Steel India received approval 
for 2 new OEMs for automotive 
products and also secured orders in 
Tiscon CRS rebars for new parlia-
ment building project. 

  Europe business impacted on 
reversal of government wage support 
in the Netherlands and higher 
provision for carbon emission rights. 
Management is still committed to 
find strategic solution for Tata steel 
Europe. 

  During the quarter, for Indian 
operations while sales momentum 
was strong, deliveries were down 8% 
QoQ, 4% YoY to 4.65 MT, primarily 
due to lower opening inventory post 
strong sales in Q2FY21. During the 
quarter, domestic deliveries were 
sharply ramped up to 4.16 MT (up 8% 
QoQ, 4% YoY), while exports shrank 
to 11% of overall sales volume (exports 
contributed 24% of overall sales 
volumes in Q2FY21 and 18% of overall 
sales volumes in Q3FY20) 

  For European operations, the 

EBITDA loss increased sequentially 
on account of lower deliveries, 
reversal of wage support from the 
Netherlands government, which was 
recognised in Q2FY21 and higher pro-
vision for carbon emission in Q3FY21. 
European operations reported 
negative EBITDA/tonne of US$46/
tonne against negative EBITDA/
tonne of US$57/tonne in Q3FY20 and 
negative EBITDA/tonne of US$27/
tonne in Q2FY21.

  The company incurred a capex of 
Rs. 1,394 cr during the quarter.

  For Q3FY21, gross debt reduced 
by Rs. 5,640cr and net debt by Rs. 
10,325cr. Additional deleveraging of 
Rs. 12,000cr is planned by Q4FY21. 

  In order to normalize liquidity 
position, management committed 
to deleverage ~$1bn p.a. with strict 
capex containment measures by 
FY22. Management highlighted 
stalled projects for pellet plant and 
cold rolling mill in Kalinganagar to 
resume and get completed over next 
12 months. 

  Bhushan merger is expected by 
March (accumulated losses at Rs 
150bn; to help lower the overall tax 
post-merger). Effective date for 
merger is April 2020. 

  Target net debt to equity is 1:1 and 
net debt/EBITDA is 2.75x. 

  Tata Steel’s consolidated Free 
Cash Flow was Rs. 12,078 cr during 
3QFY21 and Rs. 20,588 cr in 9MFY21 
led by strong operating performance, 
disciplined capital expenditure and 
working capital management.

Berger Paints India Ltd. 
(Dated: February 11, 2021)

  There were no price hikes in the 
decorative paints segment during 
Q3FY21 but there is a possibility 
of price hikes, going forward, if 
raw material prices continue their 
uptrend. Near term price hike 
possibility in the industrial product 
segment to maintain profitability 

  The Company’s decorative busi-
ness improvement was driven by 

Global steel demand 
is expected to 
increase in 4QFY21 
due to improving 
economic activity 
across regions. India 
steel demand should 
also be buoyant, 
supported by 
economic recovery, 
govt spending, and 
easy liquidity… Tata 
Steel



35 March 2021INSIGHT

pent-up demand from metro cities, 
sustained demand from Tier II and 
Tier III cities and improved consumer 
sentiments while expect the positive 
momentum to continue in long run.

  Water proofing and construction 
chemical business continued to 
perform strongly in Q3FY21 

  The company has been continuing 
raw material price negotiations with 
its suppliers, resulting in better gross 
margins. However, price recovery in 
some key raw materials is likely to 
keep gross margin under check for 
the near term 

  In order to maintain its market 
share and margins from new entrant 
into paint industry, the company 
is focusing on launching premium 
products and dealer addition, going 
forward 

  The Company will continue 
enhancing the distribution for 
kitchen cleaning products and 
covid-19 related launches and will 
try to make the growth driver of the 
company.

  Commissioning of upcoming plant 
has been brought forward in addition 
to an additional outlay for higher 
capacity than originally planned 
given strong demand outlook; 
targeting completion by early CY22; 
will start with 300,000KL which is 
scalable upwards later, currently 
spending about Rs. 500crs.

  SBL Specialty Coatings Private 
Limited and STP Ltd showed 
improvement in performance in 
both top line and profitability. The 
Company’s Joint ventures Berger 
Nippon Paints Automotive Coatings 
Ltd. and Berger Becker Coatings Ltd. 
Also showed improved performance 
in this quarter.

  The Company’s wholly owned 
Polish subsidiary Bolix S.A continued 
to show robust performance led by 
some improved numbers from its 
UK operations. BJN Nepal, showed 
healthy growth in top line as well 
as in profitability post multiple 
lockdowns.

  The Management is looking at 
a prudent mixture of both mar-
ket share gains and profitability 
improvement.

  Faster development in tier II and 
tier III cities, expansion of distri-
bution channel, demand from new 
constructions, addition of new prod-
uct lines (such as water proofing) and 
shift in demand from unorganised to 
organised would help outpace growth 
of the paint industry compared to 
GDP growth in the medium to long 
term 

Info Edge (India) Ltd. (Dated: 
February 15, 2021)

  Standalone business: Billings in 
Q3FY21 were Rs 297 crores, down 1% 
YoY compared to a 17% YoY decline in 
Q2FY21. Revenue in Q3 was INR 272.3 
crores, down 15% YoY. Deferred sales 
revenue declined 14% YoY to Rs. 394 
cr compared to a decline of 23% YoY 
in Q2FY21.  EBITDA margins for the 
quarter stood at 25% compared to 
33% in Q3FY20. Cash EBITDA for the 
quarter stood at Rs 92.6 cr, up 8.9% 
YoY.

  Management indicated that 
business has returned to pre-COVID 
levels in most key verticals.

  Recruitment business: Traffic in 
the recruitment vertical has been 
actually at an all-time high driven 
by high registrations (up 25%); 
applications (up 20%), usage sessions. 
IT and ITeS have been the verticals 
driving the recovery and others are 
coming back as well. And on the 
job-seeker side, new CV registration 
stood at around 15,000 per day in 
Q3FY21, a growth of 25% compared 
to Q3FY20. And average CV modi-
fications per day stood at 440,000, 
a growth of 6% in Q3 and 11% in the 
month of December 2020. In Q3FY21, 
recruitment segment billings were 
Rs 201.4 cr, down by 4.1% YoY, while 
revenues were Rs 189.5 cr, a degrowth 
of 17.7%YoY. The operating EBITDA 
stood at Rs 106.5 cr, down 20.6% 
from December ‘19. Margins were at 
56.2% versus 58.3% in Q3FY20. Cash 
EBITDA for the recruitment vertical 
during the quarter stood at Rs 118.29 
crores, which is an increase of 4% 
YoY. iimjobs, which was acquired last 
year, reported a billing of Rs 6.61 cr 
for Q3FY21, growth of 35% YoY.

  99acres: Traffic has started grow-
ing. There seems to be an improve-
ment in demand for at least ready to 
move in houses. Q3FY21 experienced 
an all-time-high customer queries 
on the platform as well. Management 
believes that the sequential growth 
momentum in 99acres would con-
tinue in the coming quarters. Given 
higher ad spends by the competitors, 
management indicated that it would 
continue to invest aggressively to 
retain its market share in the online 
real estate market. In Q3FY21, billings 
were at Rs 52.4 cr, a de-growth of 
3.5% YoY, while revenue stood at 
INR 44.9 crores, a degrowth of 22.9% 
from Rs 58.2 cr in Q3FY20. Operating 
loss for the quarter stood at Rs 3.5 
cr. Cash profit during the quarter 
stood at Rs 3.6 crores against a cash 
loss of Rs 2.8 crores last year. Biiling 
reached 96% of last year’s levels 
driven by all business verticals. New 
homes, resale, rental and commercial 
showed sequential recovery in busi-
ness compared to Q2. Top-of-mind 

Traffic in the 
recruitment vertical 
has been actually 
at an all-time high 
driven by high 
registrations (up 
25%); applications 
(up 20%), usage 
sessions. IT and 
ITeS have been the 
verticals driving the 
recovery and others 
are coming back 
as well- Info Edge 
(India) Ltd
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share versus nearest competitor, 
Magicbricks, continues to be high.

  Jeevansathi: Continue to invest 
in brand and user experience. Over 
time, this investment has given us 
an edge over competitors reflected 
in growing user base.  Billings in 
Q3 grew 17% YoY to Rs 26.2 cr, and 
revenue grew 15.5% YoY to Rs 24.7 
cr. Operating EBITDA losses stood 
at Rs 27.6 cr in Q3, up from a loss of 
Rs 19.1 crore last year. Cash loss for 
Jeevansathi for the quarter stood at 
Rs 26.4 cr, up from a cash loss of Rs 
18.4 cr last year. Post-Diwali sales 
picked up to reach pre-COVID levels 
of 20%-plus. Jeevansathi continues 
to consolidate its position as it gets 
into a position of strength in the 
Hindi-speaking markets in North and 
Central India.

  Shiksha: Shiksha’s traffic share 
with competition is also rising 
once again. Company is committed 
to investing more in the Shiksha 
business and in all the other content 
initiatives in education. In Q3FY21, 
billings grew 27.9% YoY to Rs 16.9 cr, 
while revenue grew 23.5% YoY to Rs 
13.2 cr. EBITDA for the quarter stood 
at Rs 0.8 cr versus a loss of Rs 1.7 cr 
in Q3 of last year. Cash profit for the 
quarter stood at Rs 4.5 cr, up from a 
profit of Rs 83 lakhs in Q3 of last year. 

  Zomato: Zomato received an 
investment of USD 448 million during 
the quarter in 2 tranches: USD 253 
million in December 2020 and USD 
195 million in November 2020. Key 
marquee investors like Baillie Gifford, 
Mirae, Fidelity, Tiger Global partic-
ipated in these rounds. With these 2 
rounds of funding, our fully diluted 
shareholding now stands at 19% in 
Zomato.

  Info Edge ventures announced the 
signing of its contribution agreement 
with MacRitchie Investments Pte. 
Ltd., a wholly owned subsidiary of 
Temasek Holdings (Private) Limited 
for a contribution commitment of Rs 
375 cr.

Aurobindo Pharma Ltd. 
(Dated: February 11, 2021)

  Formulation business contributed 
89% to the revenue and API business 
contributed 11% to the revenue.

  US formulation business grew by 
6.8% YoY to Rs 3172 Crs, out of which 
Natrol business contributed Rs 300 
Crs. US business contributed 49.8% 
to the revenue on account of new 
launches and on constant currency 
basis revenue grew by 2.9% YoY to 
US$ 431 Mn.

  US oral business grew by 11% YoY 
on account of large portfolio and 
injectable business de grew by 11% 
YoY to US$ 69 Mn but grew by 6% on 
QoQ basis.

  As of 31st December 2020, total 
of 141 injectables were filled out of 
which 87 have received final approval 
and balance 54 are under approval. 
During the quarter 8 ANDAs were 
filled with USFDA and received 
approval for 13 ANDAs including 9 
injectable.

  Europe business grew by 1% YoY on 
constant currency basis and contrib-
uted 26.3% to the revenue whereas 
Growth market revenue grew by 10% 

YoY on constant currency basis and 
contributed 6.2% of the revenue.

  ARV Formulations revenues were 
at Rs 443 crores, grew by 42% YoY 
and contributed 7% to the revenue. 
On constant currency basis growth 
was at 36% YoY. The growth is on the 
account of increased conversion from 
TLE to TLD across geographies.

  Net organic CAPEX for the quarter 
stood at US$ 76 Mn.

  During the quarter R&D spend 
for the quarter stood at Rs 390.5 cr 
accounting for 6.1 % of revenue.

  Finance cost stood at 1.5% on 
account of multiple currency loans.

  Management guided that capacity 
for viral vaccine is being expanded 
on account of COVID vaccine, clinical 
material for Auro vaccine and also for 
the contract manufacturing.

  Gross Margin is improving on the 
account of forex benefit, Europe 
business contribution and improve-
ment in product profile across 
geographies.

  On regulatory front 11 state-
of-the-art API and intermediates 
manufacturing facilities inspected by 
the US FDA, UK MHRA, TGA Aus-
tralia, ANVISA and other regulatory 
agencies.

  Management guided for US$ 
200-225 Mn of capex for FY21-FY22 
excluding PLI capex.

  Management guided that under 
PLI scheme 2 or 3 products would be 
manufactured which will incur capex 
of around 3000 crs for 30-32 months.

  Management guided for doubling 
the external sales of API in next 4-5 
years and this would be achieved by 
capacity expansion and also intro-
ducing certain large volume products 
which are not in portfolio and this 
would require the capex of 800 crs in 
2-3 years.

  Company is setting up oral solid 
facility in China; 28 already filed with 
eight to 10 approvals expected in 
CY21 

Management guided 
for doubling the 
external sales of API 
in next 4-5 years 
and this would be 
achieved by capacity 
expansion and 
also introducing 
certain large volume 
products which are 
not in portfolio and 
this would require 
the capex of 800 
crs in 2-3 years- 
Aurobindo Pharma
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Hindalco Industries Ltd. 
(Dated: February 10, 2021)

  Novelis record quarterly shipments 
of 933 KT up 17% YoY driven by strong 
demand across product end markets. 
Novelis recorded EBITDA at USD 501 
million on the back of higher volumes 
and improved margins. EBITDA per 
ton was reported at USD $ 537 per ton 
grew 25% YoY.

  The Aleris integration work 
continues with $54 million annualized 
run rate combination cost synergies 
already achieved till Q3 FY21, with a 
potential of $120 million in combina-
tion of synergies to come.

  Aluminium India business reported 
metal production of 315 KT (compared 
to 307 KT in Q2FY21 and 330 KT in 
Q3FY20).

  India Aluminum business metal 
sales at 315KT (compared to 303 KT 
in Q2FY21 and 328 KT in Q3FY20). 
Value-added product (VAP) sales 
were at 80 KT in Q3 FY21, up 7% on a 
YoY basis, but grew sharply by 28% on 
a sequential basis, with the continued 
revival of the domestic market in 
Q3. EBITDA during the quarter were 
Rs. 1323 Cr. on account of favourable 
macros and lower input costs.

  Utkal Alumina capacity expansion 
of 500 KT expected to be commis-
sioned in Q1FY22.

  Due to planned maintenance 
shutdown in one of the smelter 
Cathode production was low at 51 KT 
in 3QFY21.

  Highest ever fertilizer sales volume 
at 156 KT grew 135% YoY, on the back 
of robust demand.

  Consolidated net debt was down 
by Rs 8500 crore from June 30, 2020 
to December 31, 2020. Consequently, 
Net Debt to EBITDA has significantly 
improved to 3.09x as at December 31, 
2020 from a peak of 3.83x at the end 
of June 30, 2020.

  For FY22E, ~28% of Hindalco’s 
domestic volume is hedged at 
US$1840/tonne. For Q4FY21, ~58% of 
volumes is hedged at US$1716/tonne

  A 34,000 tonne per annum state-
of-the-art aluminium extrusion 
project in Silvassa, at an investment 
of Rs 730 crore, has been announced 
by the company

  On coal mix, 73% is linked while 
22% is through e-auction. Coal prices 
although not expected to shoot 
dramatically, it would rise since Q2 
and Q3 were probably the bottom

  Global Aluminium production 
grew by 2% in fiscal 2020 while 
consumption declined by 4%, leading 
to surplus of 2.6 MT.

  In China Aluminium production as 
well as consumption both increased 
by 4% for the current fiscal.

  Globally the production as well as 
consumption both were increased 
by 5% largely based on growth in 
China. Improvement in auto segment 
leads to higher demand in domestic 
aluminium industry. Domestic sales 
improved by 6% YoY to 379KT in 
3QFY21.

  The sharp sequential growth was 
due to the strong demand from 
transport, consumer durables, and 
stable demand in pharma and food 
packaging.

  In the copper business, calendar 

2021 TC/RC is at $59.5, is 4% lower 
than the previous calendar.

Bosch Ltd. (Dated: February 11, 
2021)

  Indian automotive market has 
witnessed V shaped recovery since it 
opened up in May 2020. The growth 
is faster than anticipated. However, 
global economy witnessed very high 
volatility because of COVID-19 affect-
ing the supply chain. Luckily this has 
not happened in India.

  As per recent economy survey of 
India, Indian economy to bounce 
back 11%+ growth in FY22 after severe 
7.7% fall in FY21.

  Normalization of economy will be 
aided with COVID-19 vaccination and 
host of policies & reforms taken by 
the government.

  Due to buoyant festive season 
demand for automotive segments 
(except 3W) growth remained 
encouraging during the quarter.

  Automotive production increased 
by 17% YoY.

  Heavy CV production increased 
by 16% YoY on low base on strong 
demand from construction and 
mining sectors.

  Tractor segment grew by 25% on 
continued retail momentum. In 
tractor segment in FY21 company is 
likely to be the peak of FY 18-19 for 
nearly 9 lakh units.

  LCV segment increased by 12% due 
to strong demand from ecommerce 
and last mile deliveries

  2W segment increased by 18% YoY 
due to lower inventories.

  3W segment declined by 34%, this 
decline is majorly due to the lower 
demand for shared mobility and 
social distancing.

  After market is a substantial part of 
Bosch account 20-25% of revenue.

  Diesel as % has reduced from 
48% to sub 20% and it will de-grow 
further in coming years.

Globally the 
production as well 
as consumption 
both were increased 
by 5% largely based 
on growth in China. 
Improvement in 
auto segment leads 
to higher demand in 
domestic aluminium 
industry. Domestic 
sales improved by 
6% YoY to 379KT in 
3QFY21-Hindalco 
Industries
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  HCV, LCV & Tractors will still 
depend on diesel so that segment will 
continue to provide traction to diesel.

  Export % of revenue is in single 
digit. Due to COVID Export didn’t 
grow thus been focusing on domestic 
market.

  Domestic mobility growth for 
the company was 34.7% during the 
quarter vs 17.1% in the industry.

  PV peak seen in 2018-19. 

  Increase in material cost due to 
higher freight cost, product mix 
change, higher credit goods, lower 
service income and forex impact.

  Due to restructuring the employee 
cost reduced during the quarter and 
other expenses included one-offs

  Higher EBITDA growth was 
attributed to higher turnover 
and benefit from restructuring of 
operations.

  Bosch beyond mobility business 
witnessed strong growth in digital 
business.

  Indian automotive industry has 
shown massive recovery but mas-
sively hit due to volatility in supply 
global chain.

  Global procurement market 
currently witnessing shortage of 
semi-conductor components like 
micro controllers. Supply shortage 
impacted the production of Bosch 
and was unable to deliver to the 
automotive companies.

  Shortfall of these components is 
expected to continue till H1CY21.

  Shortage of semiconductor is global 
challenge. Semiconductor is 10% of 
total global automotive demand.

  In COVID period the demand for 
Semiconductor increased due to 
higher usage of phones, laptops.

  India totally depends on the import 
for supply of semiconductors and all 
auto OEMs import semiconductors 
from overseas.

  Bosch always ensure prudent 
accounting and also manage its 

cashflows efficiently. Company has 
done lot of things in cost control, 
cash control and working capital.

  Company’s order book is around Rs 
27,000 cr

PI Industries Ltd. (Dated: 
February 03, 2021)

  Demand for new molecules 
remained healthy. Strong growth in 
domestic brand business led by her-
bicides, fungicides and plant nutri-
ents. Highest ever sales in nominee 
herbicide and Osheen insecticide led 
by rice and cotton crop, respectively. 
Company further commissioned four 
molecules in specialty chemicals for 
which production to commence soon.

  Management conveyed that 
capacity utilization has reached to 
pre-COVID levels.

  Company aim to commission 5-6 
new molecules during FY22.

  Company’s domestic business 
grew by 26% YoY driven by PI’s 
brands (Nominee Gold and Osheen) 
and contribution from Isagro. Rice, 
cotton, pulses, wheat and horti-
culture crops portfolio continue 
to support larger share of growth. 
Management expects new product 
launches (Awkira) to continue to do 
well in FY22. 

  Isagro’s domestic business (Jivgro) 
to complete merger with PI (domestic 

business) in Q4FY21 with the objective 
of more than 20% CAGR over next 4‐5 
years.

  CSM order book position remained 
at USD 1.5 billion which remained flat 
sequentially. Management expects to 
sustain healthy growth momentum 
in its CSM business with increasing 
customer enquiries due to easing of 
covid‐19 led challenges.

  One MPP (multi‐ purpose plant) 
is planned which is to be ready by 
Q4FY21 and another 2 new MPPs in 
FY22. Two new plants were commer-
cialized last year, of which one plant 
is operating at 80% utilization, while 
the other is operating below 50% 
level.

  The company continues to invest 
in chemistry capability, process 
capability.

  PI Industries is still evaluating its 
planned investment into pharma 
assets since July 2020 and a global 
consulting firm is working for 
crystallization and successful imple-
mentation of a strategic road map of 
diversification.

  Management is planning for 
organic expansion. However, pace of 
capex might slow down. The com-
pany has a rich R&D pipeline with 
clear visibility of introducing 12-15 
new products.

  During 9MFY21 company incurred 
a capex of Rs 320 crore and company 
generated Cash flow from operation 
of Rs 670 crore.

  In CSM segment, flows of inquiries 
have increased. 

  Management maintained business 
growth guidance at 20%+ for FY21. It 
expects 18‐20% growth in FY22 led 
by better domestic demand, con-
tribution from Isagro, new product 
launches and contribution from 
commercialization of new molecules 
in exports.

ACC Ltd. (Dated: February 12, 
2021)

  Budget has provided boost to 

PI Industries is 
still evaluating its 
planned investment 
into pharma assets 
since July 2020 and 
a global consulting 
firm is working 
for crystallization 
and successful 
implementation of a 
strategic road map 
of diversification.
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infrastructure, housing, metros etc. 
India remains market with very low 
per capita cement consumption, 
providing opportunities for growth.

  The management indicated that the 
company is taking efforts to explore 
every single lever of the Project 
“Parvat” (Implemented cost efficiency 
measures with ongoing positive 
impact). It had initial target of Rs 
200/Tonne for savings and is pro-
gressing well on that. Management 
aims to control freight costs through 
warehouse optimization.

  Company has formulated a com-
prehensive Power capacity strategy 
as part of Project and is looking at 
WHRS at Kymore and Jamul plants 
which will be operational in 10-11 
months.

  It is working on several cost line 
items including WHRS, Green Power, 
operational efficiency, logistics lead 
reduction, geographical optimization.

  Company is confident of narrow-
ing the cost gap and improving the 
margins over 5 years.

  ACC does not carry sizeable low 
cost inventory of fuel as the impact of 
elevated input costs already reflect-
ing in the numbers. Management 
working on having flexibility in the 
plants to switch between different 
fuels and guide higher share of green 
energy sources in fuel mix going 
forward.

  As per management, limestone is 
not a constraint in any of the plants.

  Management highlighted that the 
merger with Ambuja is still not in 
consideration and are waiting for 
the amendment in the MMDR act to 
come through before they will take a 
call on merger.

  As per management, 1.4 million 
tonne Sindri GU (grinding unit) was 
commissioned in Jan-21 and Ametha 
Capacity is expected to commission 
by April-June-22 to give an effective 
capacity addition of 6.2 million tonne.

  Company incurred a capex of Rs 
750 crore in CY20, including capex 

outgo of Rs 400 crore in 4QCY20.

  As per management, company will 
invest cash balance in organic/inor-
ganic expansions and still has no plan 
in distributing cash to shareholders.

  During Q4FCY20, company has 
booked exception loss of Rs 176 
crore in respect of impairment of 
assets at Madukkarai Unit due to 
lower expected cash flows vs. the 
book value of the plant; concerns 
over quality of limestone mines and 
concerns on clinkerisation process.

  The Company has adopted new tax 
regime at reduced rate of 25% and 
accordingly, the net deferred tax 
liability amounting to Rs 180 crore 
was reversed during the quarter. 

Ashok Leyland Ltd. (Dated: 
February 12, 2021)

  M&HCV truck volumes for whole 
industry have grown by 16% YoY in 
Q3FY21. Ashok leyland’s truck market 
share has increased to 28.1% in 
Q3FY21 versus 24.9% YoY.

  The company is optimistic about 
recovery prospects going into 
FY2022E led by a rebound in eco-
nomic activity aided by favorable 
government policy.

  Bus volumes remain subdued still 

year to date though Government 
has announced a scheme to increase 
the share of public bus transport in 
budget FY22. This can help boost bus 
demand, and Ashok leyland can be a 
key beneficiary thereof. Besides, as 
the economy further recovers, bus 
demand should revive.

  LCV volumes have received a 
strong boost due to e-commerce, 
agriculture and the Swachh Bharat 
Mission.

  Government thrust on infrastruc-
ture investment in budget FY22 
will aid the economic growth and 
consequently boost M&HCV demand. 
Further, government scrappage pol-
icy unveiled in budget is a positive for 
CV sector as a whole though details 
of the policy yet to come.

  Semiconductor shortage to impact 
near-term demand and if constraints 
are not eased, this could be a signifi-
cant challenge. Company is engaging 
with suppliers to manage their supply 
chain. . In the medium term, this 
could give pricing a boost; however, 
on an immediate basis, need to assess 
postponement risk by customers in 
case of a price hike.

  On commodity price front, 
company is closely monitoring the 
spiking commodity prices. Company 
is taking necessary steps (price hikes) 
to mitigate its impact.

  In absolute terms, discounts 
increased in Q3FY21. The company 
expects Raw material cost pressures 
during 4QFY21E due to a sharp 
run-up in steel prices; however, the 
company has taken price hikes of 1.5% 
in January 2021 to partly offset the 
impact of the same.

  The company has given guidance 
for capex of Rs700-750 crore for 
FY2021E, capex will be incurred on 
expansion of product portfolio in 
the LCV segment, modular vehicle 
program, de-bottlenecking of plants 
for increase in capacity and towards 
electrification of the LCV portfolio.

  During Q3FY21, company produced 
17,911 M&HCVs in 3QFY21 versus 8,431 

The company has 
given guidance for 
capex of Rs700-
750 crore for 
FY2021E, capex 
will be incurred on 
expansion of product 
portfolio in the LCV 
segment, modular 
vehicle program, 
de-bottlenecking of 
plants for increase in 
capacity and towards 
electrification of the 
LCV portfolio.
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M&HCVs in 2QFY21 with M&HCV 
inventory stood at 3,171 units as on 
December 2020 versus 1,853 units as 
on September 2020 at factory level. 
Domestic M&HCV mix stood at 56% 
in 3QFY21 versus 42% in 2QFY21.

  The company has already incurred 
capex of Rs 450 crore in 9MFY21 
versus Rs 870 crore in 9MFY20.

  The company had net debt of Rs 
2880 crore at the end of December 
2020 versus Rs 3100 crore at the end 
of September 2020 and net debt of 
Rs 2000 crore as of March 2020. The 
company has generated net cash of 
Rs 1200 crore during 3QFY21 and Rs 
1600 crore during 9MFY21.

  Company continues to focus 
on cost reduction initiatives by 
relooking at every cost item related 
to distribution, manufacturing, IT, 
contracting and other overheads. The 
company saved nearly Rs 500 crore 
in FY2020 and will continue to focus 
on further savings in FY2021E under 
project Reset. Under project Reset, 
the company will focus on pricing, 
network profitability, supply chain 
de-bottlenecking and other manufac-
turing overheads.

  Ashok Leyland has done investment 
of Rs 260 crore in 3QFY21 in SWITCH 
towards electrification and Hinduja 
Leyland Finance. The company 
may infuse cash in Hinduja Leyland 
Finance in 4QFY21 or 1QFY22 mainly 
for growth opportunities.

Voltas Ltd. (Dated: February 15, 
2021)

  Voltas witnessed a sharp growth 
in UCP (unitary cooling product) 
segment due to pent-up demand and 
channel filling by dealers in anticipa-
tion of a price hike and supply chain 
issues. Also, improvement in market 
share in inverter ACs to 21.8% and 
overall to 26% YTD (ending Dec’20) 
added to the growth.

  In November 2020, the company 
became the second largest player 
in Air Coolers with a market share 
of 13.2%. It posted 11% YoY volume 
growth in 3QFY21 despite higher 
inventory in the channel.

  Management highlighted that costs 
pressure are inching up as both 
commodity prices (mainly copper 
and steel) as well as sea freight rates 
have jumped in past quarter. Hence it 
has taken a price hike of 5-6% across 
products in UCP as well as Voltbek.

  Management believes these hikes 
are sufficient to manage current 
level of costs, there may be further 
increase in costs due to shortage of 
supply from China.

  Margins in 3Q21 were lower due to 
building up of ECL provisions, longer 
presence at site due to extensions as 
well as certain projects not reaching 
revenue booking milestones as bulk 
of orders were booked in 2HFY20. 
However, management aims to clock 
operating margins of 6-7%in this 
segment as its extremely cautious in 
taking in new orders.

  PLI scheme has outlined incentives 
in range of Rs 620 crore for white 
goods (including ACs) and will be 
rolled out on incremental production 
and investments.

  According to the management, 
given the size of the industry at Rs 
18,000 crore and incentives at 5% 
will not be enough incentives for 
the domestic AC manufacturers. 
Company may get involved into 
manufacturing of some components 
only when it feels there is economic 
benefit.

  Voltbek has ramped up produc-
tion of DC refrigerators to clock 
2% market share and 0.7% in frost 
free refrigerators. The JV(Volt-Bek) 
produced over 210,000 units of high 
quality DC Refrigerators. The product 
has been well accepted in the market, 
which is evident from the significant 
demand pull from the trade channel. 
The company is looking at inclusion 
of fully automatic top load and dish-
washers in its manufacturing range 
over coming quarters. Management 
has long term target to achieve 10% 
market share with break even in FY25 
remains intact.

  Domestic MEP (Electromechanical 
project) business is being transferred 
to subsidiary. International MEP 
business will continue to remain in 
parent entity and will be transferred 
at a later stage. The transaction will 
take place on slump sale basis at an 
amount of Rs 10,000-12,000 crore 
and will be completed by September 
2021. By FY23, the standalone entity 
should house only B2C businesses.

  Voltas aim to ramp up local 
sourcing due to continued disruption 
in international supply chains and 
increasing import duties. 

  The Tirupathi plant is more 
integrated vs the plant in North India 
as backward integration of IDUs is 
complete. However, current suppliers 
are also setting up a base near new 
manufacturing units of Voltas and 
there is no firm decision on out-
sourcing vs in sourcing mix. 

Voltas witnessed 
a sharp growth in 
UCP (unitary cooling 
product) segment 
due to pent-up 
demand and channel 
flling by dealers 
in anticipation of 
a price hike and 
supply chain issues.
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Global markets have been caught off-guard 
with the rhetoric of rising US bond yields and 
since interest rates have a negative relation 
to stock markets, equity markets came under 

pressure. The US nominal yields have been on a rise 
driven by rising inflation expectations and a faster pickup 
in economic growth. Essentially, these two are the targets 
of US Fed and hence the ultra-low monetary policy in 
the first place and they have committed to maintain the 
same and there are hardly any talks of tapering for the 
time being. Thus, the short-term 
rates haven’t gone anywhere while the 
long-term yields have risen, resulting 
in steepening of the yield curve. While 
rising US yields is bad news for equity 
markets, gold and emerging bonds 
markets, the important thing to note 
here is that the real impact would 
be felt when there is a move in real 
rates which is not expected to shoot 
up given the stance by the US Fed. In 
case, there is a rise in real yields or 
the nominal yields shoot up at a very 
quick pace (albeit for a short term 
like taper tantrum), it would affect 
stock market valuations severely. The 
strength of the US dollar is what has 
been talked about on rising yields 
and hence tapering of foreign fund 

flows in emerging markets like India. Besides, the rising 
oil prices will also distort the current account picture for 
India on higher dollar outflows, particularly above USD 
70/bbl and sustain the same. Clearly in such a challenging 
environment, what’s in store for rupee? While there are 
quite a few factors determining the rupee movements 
ahead, the key has been the Reserve Bank of India 
(RBI) itself and intermittent actions to keep the rupee 
appreciation as well the yields on check. For medium 
term, high growth estimates would continue to result 

in foreign fund flows into the equity 
markets given sharp recovery from the 
pandemic. Besides, India has been one 
of the few economies to be recipient 
of foreign direct investments (FDI) 
and considering the stance from the 
Govt. towards Atmanirbhar Bharat and 
production linked incentive scheme 
(PLI), the chances are bright. The total 
FDI equity inflows in April-November 
2020 rose 37% (YoY) to $43.85 billion 
and is just a testament to that and is 
expected to cross average mark of 
$60 billion a year in FY21. Moreover, 
the current account position has also 
improved for three straight quarters 
till September 2020. While current 
account has deteriorated from then as 
imports have picked up, nevertheless 

Economy review

ECONOMY REVIEW

While rising US 
yields is bad news 
for equity markets, 
gold and emerging 
bonds markets, the 
important thing to 
note here is that the 
real impact would 
be felt when there 
is a move in real 
rates which is not 
expected to shoot up 
given the stance by 
the US Fed.
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economists doesn’t expect deficit to rise more than 1% in 
FY22. Although, a lot would depend on the movement of 
the crude oil prices considering the dependency of India 
on oil imports. Besides, while USD has appreciated for the 
time being due to sudden rise in 10-year nominal yields, 
US Federal Reserve has promised to keep rates low for a 
long time coupled with a massive fiscal stimulus, thus USD 
is expected to remain weak and the medium-term bias for 
rupee is expected to appreciate. 

Rupee could have appreciated even further if not for 
constant RBI intervention. Compared to an 9.8% fall in the 
dollar index this fiscal year to date, the rupee has climbed 
only 5.2% against USD. India’s foreign exchange reserves 
stood at $584 billion in the week ended February 5 even 
after declining by massive $6.24 billion, states media 
articles. The majority of the decline has been on account 
of a fall in foreign currency assets (FCAs) which is held 
in non-US units like the euro, pound and yen, apart from 
decline in gold reserves. India’s forex reserves continued 
to grow during the year driven by India’s shrinking import 
bill, an increase in foreign direct investments, improved 
inflows from foreign portfolio investors into the stock 
and debt markets, and the Reserve Bank of India’s dollar 
buying spree to protect the rupee in case of FPI’s exiting 
stock markets. According to foreign investment banks, 
RBI could have bought close to $120 billion of dollars as a 
result of which India’s reserve adequacy coverage is 321% 
as measured by International Monetary Fund standards. 
Besides, RBI ~20-35% of forex assets are held in non-
dollar currencies (mainly euro, pound, and yen) which 
appreciated until recently. Going ahead, there are lot of 
challenges in front of RBI some of which are endogenous 
while others are exogenous. However, 
majority of economists opine that 
rupee’s appreciating bias would 
continue as an outcome of the currency 
intervention by RBI itself and would 
be difficult to get out of this cycle. 
As stated by a Bloomberg article that 
the RBI’s outstanding forwards book 
grew to $28.3 billion in Nov’20 from 
negative $4.9 billion in FY20 and this 
has pushed the 12-month implied 
yields (which essentially reflect the 
interest rate differential between India 
& US) to highest in more than four 
years and this has resulted in further 
inflows. This is all on account of RBI’s 
intervention in the currency market 
wherein the RBI buys dollars in the 
spot market to prevent the currency 
from appreciating. However, this 
increases liquidity in the banking 
system and could fuel inflationary 
expectations and to offset this excess 

liquidity, RBI sells these dollars in the forwards market. 
However, banks need to deliver these dollars to the RBI at 
a later date, thus pushing the forward premiums. Elevated 
forward premium attracts carry seeking speculators who 
shorts the dollar and buys rupee. To counter speculators, 
RBI intervenes even more thus pushing forward premiums. 
The other way to absorb liquidity would have been to sell 
market stabilization bonds or through term reverse repos, 
although that would lead to a spike in short term rates 
and give an impression that rates are tightening and RBI 
wants to hence avoid the same especially after the mix up in 
January 2021.

According to experts, thanks to this massive intervention 
by RBI, rupee has been attractive on account of high carry 
and low volatility and even undervalued on NEER (Nominal 
Effective Exchange Rate) basis. However, experts are of 
the view that RBI is weary of high inflation in India and 

that has been the main driver of the 
RBI’s intervention policy to prevent 
sharp appreciation. Based on view of 
economists, even if there’s a 4.5% yoy 
decline in NEER, REER (Real Effective 
Exchange Rate) has declined only by 
a modest 0.6% yoy reflective of high 
inflation in India. NEER is an index 
of the weighted average of bilateral 
exchange rates of home currency vis-
à-vis currencies of trading partners, 
with weights derived from their 
shares in the trade basket of the home 
currency. REER is the NEER adjusted 
by relative prices or costs, typically 
captured in inflation differentials 
between the home economy and 
trading partners. Thus, essentially, 
the difference between NEER and 
REER is the inflation differential and 
hence RBI would be keen to maintain 
REER stable and would have done 

Rupee appreciation vs dollar index fall

Source: Investing.com
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Compared to an 
9.8% fall in the 
dollar index this 
fiscal year to date, 
the rupee has 
climbed only 5.2% 
against USD. India’s 
foreign exchange 
reserves stood 
at $584 billion in 
the week ended 
February 5 even 
after declining 
by massive $6.24 
billion, states media 
articles.
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a commendable job. According to a 
recent RBI study, REER has actually 
remained around the benchmark (base 
year value of 100) for most part of the 
last 15 years, reflecting India’s better 
external competitiveness. The RBI 
paper stated that inflation differentials 
between India and its major trading 
partners have declined and stabilized 
since the adoption of flexible inflation 
targeting (FIT) framework, boding well 
for India’s external competitiveness. 
Export competitiveness could be 
hampered in case of large capital 
inflows unless fully absorbed through 
current account deficit and/or mopped 
up as foreign exchange reserves 
causing rupee appreciation. In such 
situations, focus on price stability 
under the flexible inflation targeting 
regime should be top priority to restore competitiveness. 
The paper further said that global trade environment 
is undergoing a shift, it is important that the NEER and 
REER basket of the rupee is reviewed regularly. In the case 
of India, the relative importance of trading partners has 
shifted mainly towards emerging markets and developing 
economies (EMDEs) since 2004-05. Taking cognizance of 
these factors, the broad basket of NEER/ REER indices of 
the rupee has been expanded from 36 to 40 currencies and 
rebased to 2015-16, the RBI study said. The new REER, on 
average, was 0.8% above its base year level during 2016-17 
to 2019-20, a period coinciding with moderate inflation 
observed since the adoption of FIT framework. This 
implies that the inflation differentials between India and 
its trading partners were less of a concern for former’s 
external competitiveness under FIT regime, the paper 
said. The new REER indices (both trade- and export-
weighted), which have remained around the benchmark 
(i.e., base year value of 100), show a modest appreciation/
higher depreciation relative to the old series during 
November 2015 to May 2019. 

On a yoy basis, for the month of Dec’20, NEER and REER 
depreciated by 5% and 1.6% respectively on trade-based 
weights. While from FY20 levels, NEER depreciated 5.7%, 
REER appreciated 0.3%. However, these calculations are 
based on base year 2004-05 and the more reliable rebased 
2015-16 numbers are not available and even then, rupee 
has been largely stable as shown by REER, probably if 
the numbers were rebased to 2015-16 for 40 basket of 
currencies, the figures would have been even flatter. A 
Livemint article from 2018 titled “Is the rupee undervalued 
or is it overvalued?” by Niranjan Rajadhyaksha (research 
director and senior fellow at the Mumbai-based IDFC 

Institute) has stated that REER has 
only corrected during episodes of 
steep nominal depreciation like Great 
Financial crisis of 2008 or taper 
tantrum of 2013, else it should be 
looked more like an analytical tool 
since most of Indian trade is billed in 
dollars while corporate borrowing is 
also in terms of specific currencies. 
The article suggested that the other 
way to look at it would be to take a 
look at the rate of depreciation of 
rupee against US dollar and compare 
with the interest differential between 
the period. The rupee has moved 
down from 45.35 to a dollar on 17th 
Feb’11 to 72.45 to a dollar 10 years later, 
registering a decline of 4.8% a year 
on a compounded average growth 
rate (CAGR) basis. The inflation 

differential between India and the US over this period 
is higher at 4.2%, as Indian prices accelerated while the 
US battled with deflation after its financial crisis. Thus, 
rupee has depreciated more than what is justified by the 
inflation differential, and this could be due to intermittent 
intervention by the RBI, else over a long period of 10 years, 
interest rate parity has held. 

Trade based weights (base: 2004-05)

Source: RBI Bulletin

111 

112 

113 

114 

115 

116 

117 

118 

119 

120 

67 

68 

69 

70 

71 

72 

73 

74 

FY
19

 

FY
20

 

Ap
r-2

0 

M
ay

-2
0 

Ju
n-

20
 

Ju
l-2

0 

Au
g-

20
 

Se
p-

20
 

Oc
t-2

0 

N
ov

-2
0 

De
c-

20
 

NEER REER-RHS 

The REER has typically corrected only after episodes of steep 
nominal depreciation

Source: Live mint “Is the rupee undervalued or is it overvalued?”, Niranjan 
Rajadhyaksha

80

85

90

95

100

105

110

115

120

2004-05 2006-07 2008-09 2010-11 2012-13 2014-15 2016-17

The REER saw a correction
after the 2013 taper tantrumThe REER saw a 

correction after the gr eat 
ash of 2008

2005- 06
102.38

REERREER

2017-18 REER Data is for August 2018. Data shows 36 countr y REER weighted by trade

On a yoy basis, 
for the month of 
Dec’20, NEER and 
REER depreciated 
by 5% and 1.6% 
respectively on 
trade-based 
weights. While from 
FY20 levels, NEER 
depreciated 5.7%, 
REER appreciated 
0.3%.
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Since exchange rates between 
currencies between two countries 
are function of interest differential 
between the countries and the 
difference between spot and forwards 
rates, outlook on inflation holds 
paramount importance. Inflation is 
US is targeted to reach ~2% mark 
and higher than expected growth 
in the US economy would help to 
reach such as close to those levels, 
hence the monetary policy has 
been accommodative. RBI has also 
committed to keep monetary policy 
accommodative and have walked 
the talk, however according to few 
it has deliberately kept the yields 
low. The Government has set a huge 
borrowing of Rs 12 lakh cr in FY22 
against expectations of Rs 9-10 lakh 
cr and also raised borrowing target 
for FY21 by another Rs 80,000 cr to 
Rs 12.8 lakh cr. Governor Shaktikanta 
Das however exuded confidence 
of the RBI being able to manage 
the high quantum of government 
borrowings for the next fiscal in a 
“non-disruptive” manner. The fact 
that the fiscal deficit is expected to touch 4.6% of GDP by 
FY26, means that it would be a long-drawn battle to curb 
yields. The headline inflation stayed above 6% mark for the 
past two quarters, if it would have breached 2%-6% band 
in January-March quarter, Monetary Policy Committee 
(MPC) would have to justify the same in writing to the 
Govt. The RBI had categorically maintained that the 
inflation was high due to supply side issues and that it 
would trend down and hence abstained from raising rates 
and gave preference to growth, albeit it had a mandate to 
target inflation. Surprisingly, CPI has trended downwards 

from Dec’20 onwards and for Jan’21 
retail inflation was at 4.06% led by low 
inflation in the food and beverages 
(at 2.7%) and vegetable prices fell 
15.8% yoy. However, core inflation 
(excluding food & fuel) remained 
sticky ~5.7% mark and rising fuel 
price is also building up inflationary 
pressure on the economy. Commodity 
prices are on the rise, and demand 
may start to normalize, especially 
as COVID-19 vaccines start getting 
administered next year. Thus, there 
won’t be any further rate cuts in the 
near term. Albeit, RBI has promised of 
accommodative stance, restoration of 
cash reserve ratio (CRR) in two phases 
beginning March 2021 could be seen 
as the first step towards normalization 
of monetary policy. Spike in yields 
would be managed through OMOs 
and operation twists and so far, 
RBI has done well. The RBI has to 
stabilize the rupee (to maintain export 
competitiveness), manage government 
borrowing programme by not allowing 
yields to spiral; and managing liquidity 
as the economy comes back to normal 

and inflation fears persist. The RBI and Finance Ministry 
also recently discussed ways to exit the stimulus measures 
introduced to combat the economic impact of the covid 
pandemic, although believed to be gradual. India’s 
inflation target band of 2%-6% is up for review as the 
five-year term for the current monetary policy framework 
draws to a close and a change in mid-point from 4% to 5% 
could lead to inflation expectations going awry. The only 
silver lining is strong forex reserves which would have 
positive implications for the rupee when the greenback 
strengthens.

The fact that the 
fiscal deficit is 
expected to touch 
4.6% of GDP by 
FY26, means that 
it would be a long-
drawn battle to curb 
yields. The headline 
inflation stayed 
above 6% mark 
for the past two 
quarters, if it would 
have breached 
2%-6% band in 
January-March 
quarter, Monetary 
Policy Committee 
(MPC) would have to 
justify the same in 
writing to the Govt.

CPI vs Core CPI

Source: RBI, Ashika Research
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At Ashika Capital, we are extremely passionate about fostering symbiotic relationships 
that are aimed at building and sustaining high-growth founder led businesses. We 
strongly believe that financial capital is the first stepping stone to build a scalable, 
sustainable and impactful business. Therefore, our endeavour is to identify great 
entrepreneurs in pursuit of building businesses that carry magnanimous investment 
potential. Here is an INSIGHT into businesses that we have worked/working with –

START-UP CORNER

These are the top three business opportunities that interested stakeholders can pursue from an investment standpoint. 
If you are interested to know more about these companies from the perspective of business operations, investment 
thesis, exit opportunities and more, please drop in a line to us at ib@ashikagroup.com.

Mr. Mihir Mehta

Snackible
Identifying a sheer lack of choice of healthy, nutritious and tasty snacks, Aditya Sanghavi 
conceptualised Snackible to solve everyone’s “snack life crisis” by providing snacks which are 
not only tasty but also that don’t punish one’s waistline.
Unique Product Strategy - Snackible has been building its product portfolio in a balanced 
manner across multiple varieties, dietary preferences etc. fulfilling three core characteristics: 

• Uniqueness, • Taste and • Health.
Optimized Digital Communication - An online first brand, Snackible has been agile in listening to customers and tailoring 
their offerings based on customer feedback.
Robust distribution channel - Snackible has both online and offline channels with a presence in over 35 cities Pan-India with 
over 3300 points of sale. More than 300,000 customers in over 400 cities across the country have been served through their 
D2C online store.
Exceptional Growth trajectory - Snackible has grown at a CAGR of 115% since inception and has witnessed 5x times jump in 
online sales in the last FY. 
The business is seeking to raise INR 20 crore for its next phase of growth.

Naagin Sauce
An opportunity in the ‘very hot’ hot sauce segment - A challenger brand within the Sauces & 
Condiments space.
In a country pioneering spices and condiments, be something better than ketchup  - With a vision 
to put Indian chilies on the world map as the spice authority of India, Naagin Sauce, is created using 
specially curated recipes and is craft in every sense. 
With a highly differentiated offering, the true-to-label indigenous brand has built an extremely versatile 
hero product, already demonstrating good export traction.

Led by a robust set of co-founders with “fire in their belly” and complementary skill sets, the business is looking to raise 
capital for its next phase of expansion.

9Stacks
With growing smartphone penetration, low cost of data, and vast digital payment infrastructure, the Indian 
real-money gaming market is expected to grow at around 50-55% to reach a market size of $1.5-1.7 billion 
by 2022.
9stacks, a platform where India plays poker is an opportunity to explore:
- EBITDA positive 
- Wagering [amount of money that is bet] approximately INR 60 crores annually

- MRR approximately INR 2.2 crores
- Strong customer-focus
- Robust LTV to CAC Ratio ~8x.  
With 350k+ registered users, the company sees approximately $7.5M Gross Wagers on a monthly basis. 
9stacks launched a platform called Faboom - a fantasy sports platform that has signed more than 400K+ users in less than 2 
years. 
Led by a robust set of co-founders and complementary skill sets, Sudhir Kamath and Rishab Mathur have built one of India’s 
top online poker platforms. 
Having already raised approximately $8M cumulatively in previous rounds. 9stacks is looking to raise another for its next 
phase of expansion.
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Q3FY21
REPORT CARD

Q3FY21 REPORT CARD

India Inc’s Q3FY21 report card 
brings welcome evidence 
that the profit rebound of 
the preceding quarter wasn’t 

just a flash-in-the-pan. Corporate 
earnings grew at a robust pace in 
the December quarter in a bright 
spot for the Indian economy that 
is seeking to ride out of the brutal 
effects of the pandemic with a strong 
focus on the balance sheet, cash 
flow and expenses. Out-of-home 
consumption, festive demand and 
improved consumer sentiment, 
besides benefits of tight cost control 
led to better-than-expected earnings 
growth during the quarter. Pent-up 
demand, strong rural growth and 
consolidation in favour of organized 
players also helped overall-demand 

growth. Though improvement in the 
overall economy has not been able to 
catch up with the fast-paced recovery 
in corporate earnings, but market is 
optimistic that the budget proposals 

with a focus on capital expenditure 
and infrastructure investments will 
be beneficial, going ahead.

All round recovery continues in Q3 
earnings. Quarterly commentaries 
from the management are upbeat 
and projecting a robust outlook. 
More ‘beats’ than ‘miss’ is seen in the 
corporate earnings in which earnings 
upgrade momentum is higher 
versus the downgrades. Sectors like 
Information technology, large banks, 
consumer durables and cement have 
reported earnings upgrade. Metals 
and Pharma pack has done good but 
Insurance and oil and gas sector have 
earnings downgrade. Two positive 
trends of last quarter continue in Q3 
are visible expansion in the margin 
across the board led by better control 

Out-of-home 
consumption, 
festive demand and 
improved consumer 
sentiment, besides 
benefits of tight cost 
control led to better-
than-expected 
earnings growth 
during the quarter.
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over cost by the management and 
stronger-than-expected sales and 
volume numbers led by festive season 
reflect stronger economic recovery.

India Inc registered a strong double-
digit YoY growth in aggregate net 
profit for the second straight quarter, 
primarily helped by cost optimisation 
and partly by festive demand as 
the economy revived. A majority of 
the companies continued to beat 
street expectations in the December 
quarter. In addition, management 
commentaries reflected the upbeat 
growth scenario. A sample of 3,087 
companies reported 68.7% YoY 
growth in net profit for the October-
December 2020 period, the strongest 
in nine quarters. This was largely 
on account of better cost control 
by companies as revenue grew by a 
modest 1.8%. The cost-optimisation 
measures also expanded the sample’s 
operating margin by 270 basis points 
to 19.8% for the December quarter. 
The sample’s revenue grew after 
a gap of three quarters though it 
was skewed by the 16% fall in the 
revenue of the oil and gas sector, 
led by Reliance Industries Ltd. Apart 
from showing strong sales and 
profit growth, several debt-laden 
companies used better cash flows 
to improve balance sheet strength. 

Several big corporates including 
Ultratech, JSPL, Hindalco, and 
Tata Steel reduced their leverage 
consistently in the nine months to 
December 2020. On the sectoral 
front, some of the consumer-focused 
and commodity-related sectors 
performed well during the quarter. 
IT, auto, banks, cement, metals, 
and infra sectors have reported 
good numbers while pharma and 
oil and gas numbers have been 
unexceptional.

Nifty companies either met or beat 
estimates for profit and revenue 
in the quarter ended December, 
indicating an economic recovery 

after the pandemic-induced curbs. 
Of these, 33 companies reported net 
profits higher than the consensus 
estimates compiled by Bloomberg. 
As many as 34 firms, out of the 49 
for which revenue estimates are 
available, beat forecasts.  It’s been 
a robust Q3 earnings, with Nifty 
reporting strong earnings for a 
second quarter in a row. Of the Nifty 
50 companies, over 70% of Nifty 
earnings by weightage have reported 
strong earnings ie. better than 
expected earnings. Among the Nifty 
50 companies the aggregate revenue 
improved by 2% while EBITDA shows 
a growth of 5.8% and net profit 
grew by 22.1%, but ex BFSI and Oil 
& Gas net profit shows a growth of 
42.2%. IT reported strong Q3 & deal 
pipeline; Infosys & TCS eye double 
digit growth; Consumption reported 
healthy volume growth, demand 
recovery led by festive boost; Metals 
reported strong Q3 led by higher 
commodity prices and volumes; 
Banks reported NPA stress lower 
than expected despite covid, most 
banks have high provisions; BFSI 
reported growth outlook improving, 
collection efficiency healthy for large 
players; Cement reported strong 
profits on healthy realization & cost 
savings.

Q3 Earnings Heat Map

Nifty 50 Companies

Adani 
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Asian 
Paints

Bajaj Auto Bajaj 
Finserv

BPCL Cipla GAIL HCL Tech HDFC Hero 
MotoCorp

Hindalco ICICI 
Bank

IndusInd 
Bank

Infosys IOC ITC JSW Steel M&M Power 
Grid

Sun 
Pharma

Tata 
Motors

Tata Steel TCS Tech 
Mahindra

UltraTech 
Cement

Wipro Bharti 
Airtel

Britannia Eicher 
Motors

Grasim 
Industries

HDFC 
Bank

Hind. 
Unilever

Larsen & 
Toubro

ONGC Shree 
Cement

State 
Bank

Titan 
Company

Axis Bank Bajaj 
Finance

Coal India

Divi’s 
Labs

Dr Reddy’ 
s Labs

HDFC Life 
Insur.

Kotak 
Mahindra 
Bank

Maruti 
Suzuki

Nestle NTPC Reliance 
Inds.

SBI Life 
Insurance

UPL

Beat Estimate In Line With Estimate Missed Estimate
Source: Bloomberg, Ashika Research

It’s been a robust Q3 
earnings, with Nifty 
reporting strong 
earnings for a 
second quarter in a 
row. Of the Nifty 50 
companies, over 70% 
of Nifty earnings 
by weightage have 
reported better than 
expected earnings.
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On the sectoral front, Q3 has been a 
beat for BFSI sector on most counts 
and is one sector to watch out for. 
Banks have beaten expectations on 
asset quality in Q3. In the auto sector, 
the raw material cost has been going 
up, most of the companies have not 
taken a hit so far, but maybe earnings 
will start to decline here. Within the 
auto sector, it will take some time (at 
least FY23) for two-wheeler, four-
wheeler, commercial vehicle to go 

back to FY19 levels. While the cement 
sector reported strong profits in Q3 
due to better price realization and 
lower costs however it is expected 
that the only way cement can sustain 
profits is by price hikes. Within 
the FMCG sector, packaging foods, 
beverages, skincare, personal care 
and hygiene are expected to do 
well. Paints are expected to will do 
well as real estate sector is coming 
back. Within the Pharma sector, 

API segment, hospitals should do 
well and also medical tourism will 
start doing better going ahead. In 
the retail segment, groceries are 
expected to do well, companies like 
Relaxo will do well in Footwear. Most 
segments in IT are doing well, the 
deal pipeline has been very strong. 
BFSI, communication segment of IT 
are doing well.

CNX 500 (Excluding Banks, NBFC & Oil Companies)

(In Rs. Cr.) Q3FY19 Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21

Net Sales 1137348 1206183 1118078 1126624 1131548 1133036 836320 1157397 1221440

Growth (YoY) 19% 14% 6% 1% -1% -6% -25% 3% 8%

Growth (QoQ) 2% 6% -7% 1% 0% 0% -26% 38% 6%

Operating Expenses 937291 991324 907498 928370 925254 938586 689282 932488 960479

Growth (YoY) 20% 14% 5% 1% -1% -5% -24% 0% 4%

Growth (QoQ) 2% 6% -8% 2% 0% 1% -27% 35% 3%

% of Sales 82% 82% 81% 82% 82% 83% 82% 81% 79%

Operating Profit 200056 214858 210580 198254 206294 194449 147038 224909 260961

Growth (YoY) 18% 15% 11% 2% 3% -9% -30% 13% 26%

Growth (QoQ) 3% 7% -2% -6% 4% -6% -24% 53% 16%

OPM 18% 18% 19% 18% 18% 17% 18% 19% 21%

Depreciation 22591 28471 22203 24762 22062 26428 23289 23290 24112

Growth (YoY) 24% 12% 21% 14% -2% -7% 5% -6% 9%

Growth (QoQ) 4% 26% -22% 12% -11% 20% -12% 0% 4%

Interest 58635 60734 66113 68235 68617 72209 69633 71559 73081

Growth (YoY) 23% 21% 27% 25% 17% 19% 5% 5% 7%

Growth (QoQ) 7% 4% 9% 3% 1% 5% -4% 3% 2%

Other Income 42758 43813 47627 48034 47840 50454 48423 47407 47239

Growth (YoY) 36% 30% 27% 16% 12% 15% 2% -1% -1%

Growth (QoQ) 3% 2% 9% 1% 0% 5% -4% -2% 0%

Adj Profit 59294 104319 78289 22261 80022 35448 -19999 94060 120871

Growth (YoY) -26% 0% -8% -72% 35% -66% PL 323% 51%

Growth (QoQ) -26% 76% -25% -72% 259% -56% PL LP 29%

NPM 5% 9% 7% 2% 7% 3% -2% 8% 10%
Source: AceEquity,     PL-Profit to Loss and LP=Loss to Profit

Note: Q2FY20 net profit down due to loss in Bharti Airtel and Vodafone Idea
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Sectoral performance 
review
Auto & Auto ancillary Sector
As expected, recovery that was 
witnessed in Q2 was sustained 
and gathered momentum in Q3, 
supported by the festive season. 
Demand remained ahead of supply 
throughout the period – including the 
festive season October-November. 
All the automakers performance 
was supported by festive season 
push, supply chain normalisation, 
pent-up demand and preference 
for personal mobility following the 
pandemic. For OEMs, there has 
been a steep rise in ASPs due to 
the price increases taken for BS-VI 
transition. Gross margin contracted 
due to commodity inflation and cost 
increases on account of transition 
to BS-VI and the companies have 
highlighted commodity price 
increases as a key challenge in the 
near-term. Overall, auto companies 
reported an improvement in EBITDA 
margins as strong sales growth and 
strict cost controls offset the gross 
margin contraction. Also, some of 
the managements indicated that 
some of the other cost savings would 
gradually normalize as demand-
supply normalizes. For Q3FY21, 
total industry sales were at 72.8 lakh 
units (up 10.5% YoY), with domestic 
dispatches up 10.6% YoY to 59.5 lakh 
units and exports up 10% YoY to 13.4 
lakh units. Total PV volumes were up 
7.7% YoY to 10.33 lakh units (UV up 
14.9% YoY), 2-W volumes rose 14.4% 
YoY to 58.5 lakh units (motorcycles 
up 17.7%, scooters up 4.8%). CV 
segment was flattish YoY at 2.1 lakh 
units (M&HCV down 4.2%, LCV up 
marginally). Total 3-W volumes 
declined 38.6% YoY to 1.9 lakh units.

Among OEMs, PV bellwether Maruti 
Suzuki’s net sales were up 13.4% YoY 
(entirely volume led; total volumes 
at 4.96 lakh units). Margins were 
lower QoQ on higher material costs 
(9.5%), with PAT beat (up 24% YoY) 
on account of higher other income. 
M&M’s standalone sales rose 

15.2% YoY amid muted ASPs with 
automotive volumes down 7.6% & 
tractor volumes up 20.4%. PAT was 
yet again hampered by exceptional 
charge for investment impairments 
(Rs. 1,692 crore). Ashok Leyland 
disappointed across all fronts. ASPs 
dipped 1.2% QoQ despite higher 
share of M&HCV in total volumes 
while margin upswing was lower 
than anticipated due to gross margin 
pressure. One-time VRS charge led 
to loss at the PAT level. 2W market 
leader Hero MotoCorp’s sales rose 
39.7% YoY amid 19.7% volume growth 
and 3% QoQ ASP increase. Savings in 
employee & other expenses helped 
Bajaj Auto post 172 bps sequential 
margin increase (19.4%) in addition 
to 16.6% YoY, 23.4% YoY sales, PAT 
increase respectively. PAT growth 
(6.8% YoY) was 
more subdued 
than other 2W 
players at Eicher 
Motors (revenues 
in line; margins 
up 168 bps QoQ 
to 23.8%) despite 
profit share from 
VECV increasing 
strongly. 

Going forward, 
economic activity 
revival, policy 
support post 
Union Budget 
2021 and better 

outlook towards farm income (higher 
prices coupled with higher kharif 
produce) could help cashflow for 
non-salaried customers and aid 
demand recovery in certain segments 
(e.g. tractors). Other segments are 
currently grappling with their own 
challenges in 2Ws (high inventory) 
and PVs (exhaustion of personal 
mobility driven pent-up demand in 
entry-level segment). Commercial 
vehicles have seen strong recovery 
for LCVs driven by jump in 
e-commerce demand; however, 
M&HCV segment is still awaiting 
a scrappage policy driven growth 
thrust. Management guidance has 
been uncertain on growth in Q4FY21. 
Low pricing power (commodity pass-
through) in segments like PVs and 
CVs can be concerning for margins.

Trend in Volumes (Units)
Company Q3FY21 YoY 

(%)
QoQ 
(%)

Hero 
MotoCorp

1,845,274 19.8 1.7

Bajaj Auto 1,306,810 8.7 24.1
TVS Motor 989,517 20.4 14.0
Royal 
Enfield

199,668 9.2 32.7

Maruti 
Suzuki

495,897 13.4 26.1

M&M 223,978 3.3 20.9
Tata Motors 150,958 24.0 4.1
Ashok 
Leyland

33,410 7.1 71.8

Source: Company, Ashika Research

Aggregate EBITDA Margin (%)

Source: Company, Industry Report
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All the automakers 
performance was 
supported by festive 
season push, supply 
chain normalisation, 
pent-up demand 
and preference for 
personal mobility 
following the 
pandemic.
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Auto & Auto ancillary Companies

Company (Rs Cr) Net  
Sales

YoY  
%

QoQ  
%

Operat-
ing

Profit

YoY  
%

QoQ  
%

OPM  
%

Net  
Profit

YoY  
%

QoQ  
%

NPM  
%

Tata Motors Ltd. 75654 6% 41% 11510 60% 103% 15% 3222 65% LP 4%

Maruti Suzuki India Ltd. 23471 13% 25% 2228 6% 15% 9% 1937 23% 42% 8%

Mahindra & Mahindra Ltd. 21626 11% -8% 3521 -1% -8% 16% -273 Loss Loss -1%

Motherson Sumi Systems Ltd. 17092 14% 14% 1698 65% 31% 10% 1235 288% 177% 7%

Hero MotoCorp Ltd. 9827 39% 4% 1448 37% 11% 15% 1128 28% 19% 11%

Bajaj Auto Ltd. 8910 17% 25% 1729 26% 37% 19% 1555 23% 37% 17%

TVS Motor Company Ltd. 6095 28% 16% 753 23% 19% 12% 294 86% 60% 5%

Ashok Leyland Ltd. 5954 15% 55% 747 -1% 29% 13% 38 -32% LP 1%

MRF Ltd. 4642 14% 9% 977 57% 13% 21% 521 116% 27% 11%

Exide Industries Ltd. 4197 18% 5% 446 52% -2% 11% 241 104% -6% 6%

Bosch Ltd. 3030 19% 22% 356 11% 24% 12% 184 -3% LP 6%

Eicher Motors Ltd. 2828 19% 33% 672 13% 43% 24% 501 4% 44% 18%

Escorts Ltd. 2042 24% 23% 363 70% 22% 18% 279 82% 22% 14%

Amara Raja Batteries Ltd. 1960 12% 1% 307 8% -10% 16% 194 18% -4% 10%

Bharat Forge Ltd. 1723 -6% 25% 284 28% 71% 16% -207 PL Loss -12%

Balkrishna Industries Ltd. 1509 31% -4% 480 39% -11% 32% 325 45% -5% 22%

Total 190561 12% 22% 27518 34% 38% 14% 11175 LP 112% 6%
Source: AceEquity, PL-Profit to Loss and LP=Loss to Profit

Banking Sector
With over three months past the 
end of moratorium by Dec-20, 
Q3FY21 was an important quarter 
to ascertain COVID related stress 
but SC dispensation restricted 
NPL reporting. For many banks, 
particularly large ones, stress levels 
turned to be much below even 
the rebased expectations. Backed 
by a stronger balance sheet with 
increased granularity in corporate 
book, along with scope for higher 
normalized RoAs led by lower tax 
rate and digitization led economies 
of scale, large banks seem to be very 
well placed on both growth and asset 
quality front. Banks reported a strong 
Q3FY21 operating performance. The 
COVID-19 impact finally appeared to 
be under control during the quarter 
as collection efficiency reached near 
pre-COVID levels and most banks 
reported a restructuring book of 
sub 1%. We saw an uptick in NII 
growth as the business momentum 

improved across segments, with 
disbursements in many segments – 
such as Tractors, 2W, Housing, and 
Gold Loans – exceeding pre-COVID 
levels. Furthermore, demand for 
LCV and Corporate Loans is showing 
revival trends, while SME Lending 
was supported by the ECLGS scheme. 
Growth in deposits remains strong, 

with the CASA mix showing a positive 
bias. Asset quality has been much 
better than earlier expected, led by 
improved collection efficiency (97% 
for large banks), controlled slippages 
(proforma), and low restructuring. 
Large banks are better placed with 
high proforma provision coverage 
and lower restructuring, while mid-
sized banks appear to be marginally 
more stressed and are expected to 
take higher provisions in the near 
term. 

Private banks witnessed a revival in 
earnings, led by better NII, controlled 
opex and declining provisions. As 
unlock is progressing, repayment 
trend, collection efficiency (>97% for 
large private banks) and business 
growth is improving. Private banks’ 
advances grew faster than the system 
and resulted in continued market 
share gains. Coupled with strong 
deposit growth, notably low-cost 
CASA deposits, reduced cost of funds 

Asset quality 
has been much 
better than earlier 
expected, led by 
improved collection 
efficiency (97% 
for large banks), 
controlled slippages 
(proforma), and low 
restructuring.
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and led to better margins. Even 
on a proforma basis, most private 
banks highlighted only a slight (and 
manageable) deterioration in asset 
quality. Provisions were elevated as 
banks continued to increase their 
PCR and provided for the proforma 
slippages. With sufficient capital 
and liquidity, they are well placed 
to cash upon increased business 
opportunities as economic activities 

are gathering steady pace. PSU banks 
too posted decent earnings, but 
advances growth remained tepid 
due to capital constraints and credit 
cost is also at elevated levels. SBI, 
was easily the best performer among 
PSU banks and not only continued 
to see improved asset-quality 
performance, but also gained market 
share on the advances front. PSU 
banks and micro-lenders reported 

a higher restructured book, but still 
largely within manageable range. 
Management commentary also was 
positive across board, with most 
banks guiding for improvement 
in growth outlook and a low/
manageable restructuring pipeline. 
Going forward, as players shed extra 
liquidity, it will provide support to 
medium term margins.

Trend in deposit growth (% YoY)

Source: Company. AceEquity, News Article, Industry Report
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Banks
Company (Rs Cr) NII YoY QoQ Net  

Profit
YoY QoQ NIM  

(%)
GNPA 

(%)
NNPA 

(%)
CAR 
(%)

State Bank Of India 31803 4% 3% 6402 -6% 18% 3.3 4.8 1.2 14.5
HDFC Bank Ltd. 17329 15% 4% 8760 14% 14% 4.2 0.8 0.1 18.9
ICICI Bank Ltd. 11802 14% 5% 6020 18% 11% 3.7 4.7 0.7 18.0
Bank Of Baroda 8508 11% 6% 1159 LP -35% 3.1 8.5 2.4 13.6
Punjab National Bank 8313 28.0 -1.6 506 -18.5 LP 3.2 13.0 4.0 13.9
Axis Bank Ltd. 7505 14% 1% 1335 -29% -28% 3.6 3.4 0.7 18.7
Union Bank Of India 6589 4.8 4.7 727 -37.3 40.6 3.0 13.5 3.3 12.9
Canara Bank 6081 -3.7 14.9 696 56.8 -8.9 2.8 7.5 2.7 13.8
Kotak Mahindra Bank Ltd. 5160 16% 2% 2576 11% -12% 4.5 2.3 0.5 21.5
Indian Bank 4314 31.0 4.1 514 -129.6 24.8 3.1 9.1 2.4 14.1
Bank Of India 3773 -9% -9% 544 371% 4% 2.6 13.3 2.5 13.2
IndusInd Bank Ltd. 3406 11% 4% 830 -37% 25% 4.1 1.7 0.2 16.3
Yes Bank Ltd. 2561 141% 30% 148 LP 23% 3.4 15.4 4.0 19.5
Central Bank Of India 2238 10% -5% 173 8% 4% 3.0 16.3 4.7 12.4
Bandhan Bank Ltd. 2072 35% 8% 633 -13% -31% 8.3 1.1 0.3 26.2
IDFC First Bank Ltd. 1869 14% 5% 137 LP 26% 4.7 1.3 0.3 14.3
IDBI Bank Ltd. 1816 18% 7% 399 LP 18% 2.9 23.5 1.9 14.9
The Federal Bank Ltd. 1528 26% 5% 420 -7% 33% 3.2 2.7 0.6 14.6
Indian Overseas Bank 1522 19% -3% 213 LP 44% 2.2 12.2 3.1 11.5
UCO Bank 1407 14% 1% 35 LP 18% 3.0 9.8 3.0 12.1
Bank Of Maharashtra 1306 10% 17% 154 14% 18% 3.1 7.7 2.6 13.7
RBL Bank Ltd. 990 0% -3% 147 121% -4% 4.2 1.8 0.7 17.3
AU Small Finance Bank Ltd. 633 25% 13% 479 152% 49% 5.4 1.0 0.2 18.8
City Union Bank Ltd. 489 14% 3% 170 -12% 8% 4.2 2.9 1.5 17.4
Equitas Small Finance Bank Ltd. 484 26% 5% 111 18% 7% 8.5 2.3 0.7 21.6
Ujjivan Small Finance Bank Ltd. 432 1% -8% -279 PL PL 9.7 1.0 0.1 26.9
Total 134452 21% 3% 33127 LP 6%

Source: AceEquity, PL-Profit to Loss and LP=Loss to Profit

Cement Sector
The cement sector is back in the 
limelight as the reopening of 
the economy and trade, opens 
construction activity as well private 
spending. After witnessing price 
led revenue growth during H1FY21, 
Q3FY21 witnessed volume led 
recovery with sales volumes rising 
by 8.3% YoY to 58.9 MT (up 16.5% 
QoQ). Cement stocks reported better 
earnings in Q3 led by increased 
volumes and recovery in the roads 
and infrastructure sectors. Improving 
demand, tight markets (in most 
regions), cost inflation and better 
discipline bodes well for pricing 
trajectory. Sustained demand from 
individual housing (IHB) in semi 
urban and rural region along with 
healthy pick-up in infra activities 

from September 2020 onwards aided 
a sharp recovery in the volumes. In 
terms of regions, eastern region saw 
capacity utilisation of over 90%. Rest 
all other regions except south region 
also witnessed healthy capacity 
utilisation over 80%. While utilisation 
levels in south remained lower at 
~58% due to extended monsoon, it 
saw a good recovery on a QoQ basis 
led by a pick-up in infra activities. 
Average cement prices have declined 
by Rs. 4/bag (down 1.1% QoQ) to Rs. 
360/bag. However, it still remains 
higher by 5.1% YoY. Prices in the east 
and west fell 4.1% and 2.9% QoQ, 
respectively, while in south and 
central, prices declined marginally 
QoQ. On a YoY basis, steepest price 
hikes (up 16.9% YoY) have been seen 
in the south region with prices in 

The cement space is 
expected to benefit 
from demand 
from individual 
homebuilders, 
upcoming affordable 
housing projects 
and continued 
home improvement 
demand. The overall 
pick-up in economic 
activity and infra 
spend will also led to 
strong demand.
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AP, Telangana up by Rs. 80-90/bag. 
In terms of costs, sharp increase in 
the petcoke prices (up 35% YoY, 26% 
QoQ) led the company to switch to 
coal for their fuel requirement during 
the quarter. This along with use of 
low cost petcoke inventories helped 
cement companies to improve their 
margins. However, it cooled off QoQ 
due to a sequential rise in costs 
coupled with a dip in cement prices.

Weak volumes in the south were 
offset by strong realisations 
compared to northern, central 
and eastern regions. The sharpest 
growth was reported by Sagar 

Cements (23.2% YoY) followed by 
Ramco Cements (14.2% YoY) and India 
Cement (5.8% YoY) due to low base of 
last year. In contrast, Shree Cement, 
JK Lakshmi and JK Cements reported 
average realisation growth of 2.1% 
only vs. industry growth of 4.4% YoY. 
Average realisations at all-India level 
were down 1.2% QoQ.

Going ahead, cement segments to 
benefit from continued demand 
emanating from the rural sector 
along with government’s envisaged 
infrastructure investments over the 
next five years (also reiterated during 
the recent budget). The improved 

business environment led by lower 
interest rates and easy liquidity has 
also led to re-instatement of capex 
plans by major companies that were 
halted earlier. The cement space is 
expected to benefit from demand 
from individual homebuilders, 
upcoming affordable housing projects 
and continued home improvement 
demand. The overall pick-up in 
economic activity and infra spend will 
also led to strong demand. During 
the quarter, cement companies 
announced capacity expansions 
with an aim to tap potential demand 
growth and improving market share.

Operating parameters
Company Volume (mn ton) Realization (Rs. /ton) EBITDA (Rs. /ton)

Q3FY21 YoY (%) QoQ (%) Q3FY21 YoY (Rs.) QoQ 
(Rs.)

Q3FY21 YoY (Rs.) QoQ 
(Rs.)

UltraTech 23.9 14.3% 19.0% 5,132 3.6% -0.9% 1,296 28.6% -3.6%

ACC 7.7 -0.6% 18.8% 4,868 5.5% -3.4% 908 30.3% -12.1%

Shree Cement 7.2 14.7% 9.7% 4,620 1.3% -0.2% 1,520 11.8% 0.5%

Ambuja Cement 7.0 7.2% 23.6% 4,947 3.2% -1.7% 1,096 30.9% -8.7%

Dalmia Bharat 5.8 13.7% 20.8% 4,926 3.9% -1.9% 1,191 32.9% -18.5%

Birla Corp 3.6 3.5% 8.9% 4,770 0.6% -2.3% 1,018 18.5% -13.3%

J K Cements 3.2 23.9% 12.7% 5,556 1.2% 0.7% 1,417 30.5% -3.0%

JK Lakshmi Cem. 2.7 15.8% 13.0% 4,426 2.5% 1.0% 712 9.0% -9.1%

Ramco Cement 2.6 -8.1% 18.3% 5,090 13.7% -8.4% 1,508 111.2% -20.4%

India Cement 2.4 -10.8% 12.8% 4,881 9.3% -3.9% 905 87.8% -18.7%

Prism Cement 1.4 1.4% 1.3% 4,363 -2.4% -3.2% 918 21.9% -9.3%

Orient Cement 1.4 -8.1% 33.3% 4446 16.6% -5.0% 1005 170.6% -9.5%

Source: Company, News Article, Ashika Research

Aggregate Volume

Source: Company, Ashika Research
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FMCG Sector
FMCG companies continued the 
strong growth momentum in Q3FY21 
led by robust growth in rural regions 
supported by significant increase in 
government spends post pandemic. 
Consumer goods companies’ Q3 
performance was driven by sales 
recovery of discretionary categories 
such as value-added hair oil and 
personal care products, sustained 
higher demand for healthcare and 
hygiene products, better traction to 
new launches, and higher demand 
in rural markets coupled with 
improving demand in urban markets. 
General trade continues to grow 
strongly, e-commerce mix to overall 
revenue is improving due to higher 
sales and modern trade channel has 
witnessed sequential improvement 
due to recovery in urban sales. Key 
trends were discretionary categories 
witnessed pick-up in demand with 
the ease of lockdown, Health and 
Hygiene demand remained strong 
although witnessed some sequential 
moderation, foods and beverages 

categories demand remained 
subdued. Rural growth remained 
strong while there was recovery 
in urban market with the ease of 
lockdown. E-commerce continued 
to witness strong growth while there 
was sequential recovery in MT and 
CSD channel. FMCG industry has 

been experiencing acceleration of 
consumption shift from unbranded 
to branded products specifically 
in foods category. This was visible 
from strong growth in edible oil, 
oats, staples, pulses, tea, salt and 
noodles categories in Q3 as well. 
Immunity boosting & health wellness 
products also continued the growth 
momentum specifically in peak 
winter season. Similarly, biscuit 
segment growth also slowed down 
with opening up of local bakeries 
& increased consumption of 
‘on-the-go’ street food. Discretionary 
categories like carbonated beverages, 
cosmetics, deos & skin care products 
which were adversely impacted in 
H1FY21, saw significant recovery 
with increase in out-of-home 
activity. During the quarter some 
commodities prices like copra, 
palm oil & tea increased sharply 
impacting the gross margins for 
HUL, Tata Consumer Products & 
Marico. Wheat prices are down 18.8% 
YoY whereas barley prices declined 
31.1% YoY. SMP/ Palm oil prices were 

Cement Companies
Company  (Rs Cr) Net 

Sales
YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

Ultratech Cement Ltd. 12254 17% 18% 3094 56% 15% 25% 1585 123% 28% 13%

Ambuja Cements Ltd. 7453 5% 21% 1342 20% -1% 18% 968 35% 21% 13%

ACC Ltd. 4145 2% 17% 572 6% -15% 14% 469 75% 29% 11%

Shree Cement Ltd. 3541 13% 9% 1126 28% 13% 32% 632 103% 20% 18%

Dalmia Bharat Ltd. 2857 18% 19% 691 52% -2% 24% 183 604% -21% 6%

JK Cement Ltd. 1833 25% 12% 450 56% 4% 25% 217 75% -2% 12%

The Ramco Cements Ltd. 1344 5% 6% 398 95% -11% 30% 201 111% -16% 15%

JK Lakshmi Cement Ltd. 1260 17% 11% 228 29% 2% 18% 118 133% 27% 9%

The India Cements Ltd. 1185 -5% 9% 223 72% -8% 19% 69 LP -8% 6%

Orient Cement Ltd. 605 7% 27% 137 149% 21% 23% 54 LP 55% 9%

Heidelberg Cement India Ltd. 595 9% 16% 120 0% -5% 20% 64 -2% 2% 11%

Star Cement Ltd. 423 -6% 5% 84 -11% 6% 20% 0 PL PL 0%

Sagar Cements Ltd. 364 39% 12% 104 426% 0% 29% 50 LP -1% 14%

Ramco Industries Ltd. 304 52% 16% 48 158% 12% 16% 23 487% 5% 8%

Total 38162 11% 16% 8619 42% 5% 23% 4633 91% 15% 12%
Source: AceEquity, PL-Profit to Loss and LP=Loss to Profit

Consumer goods 
companies’ Q3 
performance 
was driven by 
sales recovery 
of discretionary 
categories such 
as personal care 
products, sustained 
higher demand 
for healthcare and 
hygiene products, 
better traction to 
new launches.
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up 3.5%/42.2 YoY. Mentha prices 
softened, down 21.1% YoY. Gold prices 
were higher by 31.7% YoY but down 
2% QoQ. VAM prices were up 13.5% 
YoY and 36.2% QoQ. HDPE prices 
were up 28.8% YoY and TiO2 prices 
were up 1.9% YoY.

Some of the FMCG companies like 
Marico, Dabur witnessed double 
digit volume growth (15-18%) during 
the quarter. Similarly, within the 
saturated category like oral care, 
Colgate saw healthy ~8% revenue 
growth led entirely by volumes 
whereas volume growth for HUL was 
dismal at 4% given significant part 
of its product portfolio consist of 
detergent, which remained impacted 
by closures of schools & work from 
home trend. Dabur volumes grew 
18.1% led by health supplements, OTC 
and ethical. Emami volumes grew 13% 
backed by health care and 7 oils in 
one. Decorative Paint volumes grew 

33%/24% for Asian Paints and Kansai 
Nerolac Paints led by strong surge 
in Tier2/3/4 cities and recovery in 
metros. Tanishq and ITC (Cigarettes) 
volumes continue to remain negative. 
ITC saw 11% growth in its FMCG 
portfolio led by staples (Atta), noodles 
& various disinfectant products 
under Savlon. Zydus Wellness 
also saw strong 15% growth led by 
Sugar-Free, Complan & Glucon-D. 
E-commerce channels continued 
to grow more than 100% during the 
quarter replicating previous quarter’s 
trend. QSR and retail showed QoQ 
improvement, although normalcy is 
likely by 4Q only.

Most companies continue to be 
optimistic going forward as rural 
performance continues to be 
buoyant, while the urban markets 
have witnessed a sharp recovery. 
Furthermore, the Union Budget 
adds to the optimism of economic 

recovery. Going ahead, it is expected 
that Q4FY21 to be stronger on a 
y-o-y basis as Q4FY20 performance 
was affected by the lockdown in the 
fag end of Q4. Further, recovery 
in the out-of- home categories 
and stable growth in discretionary 
categories will substitute the impact 
of normalisation in categories such 
as healthcare products, personal 
hygiene, and packaged foods such 
as biscuits, atta, and noodles in the 
coming quarters (grew in strong 
double digits in H1FY21). Sales 
through the modern trade channel 
will sequentially improve with 
recovering urban demand. Input cost 
inflation will put pressure on gross 
margins. However, judicious price 
hikes, cost-saving measures, and 
prudent ad spends will mitigate the 
impact of -material cost inflation in 
the coming quarters.

FMCG Players Quarterly Volume Growth (%)
Companies Q3FY19 Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21

Asian Paints 24.0 10.0 20.0 16.0 11.0 2.5 (35.0) 11.0 33.0 

Bajaj Consumer 7.0 5.5 4.7 1.3 (8.6) (30.0) (23.0) 5.0 15.0 

Berger Paints 19.0 10.5 12.0 13.0 10.0 (7.0) (42.0) 15.0 28.0 

Britannia 7.0 7.0 3.0 3.0 3.0 0.0 21.0 9.0 3.0 

Colgate 7.0 5.0 6.0 4.0 2.3 (8.0) 0.0 4.0 6.0 

Dabur 12.4 4.3 9.6 4.8 5.6 (14.6) (9.7) 16.8 18.1 

Emami (Domestic) 3.5 2.0 0.1 1.0 (2.0) (19.0) (28.0) 10.0 13.0 

Godrej Consumer (Domestic) 1.0 1.0 5.0 7.0 7.0 (15.0) 3.0 5.0 7.0 

Hindustan Unilever 10.0 7.0 5.0 5.0 5.0 (7.0) 4.0 14.0 17.0 

ITC (Cigarettes) 7.5 7.5 3.0 2.5 2.0 (11.0) (37.0) (12.0) (8.0)

Jubilant (Dominos) 14.6 6.0 4.1 4.9 5.9 (3.0) (61.0) (20.0) (2.0)

Jyothy Labs 6.1 6.0 5.6 8.3 (5.6) (22.0) 6.1 8.5 15.0 

Marico - Domestic 5.0 8.0 6.0 1.0 (1.0) (3.0) (14.0) 11.0 15.0 

Marico - Parachute 9.0 6.0 9.0 (1.0) (2.0) (8.0) (11.0) 10.0 8.0 

Marico - Saffola 2.0 18.0 3.0 1.0 11.0 25.0 16.0 20.0 17.0 

Marico - Value added hair 
oils

7.0 1.0 7.0 0.0 (7.0) (11.0) (30.0) 4.0 21.0 

Nestle India 11.5 9.3 12.3 9.0 5.5 9.0 2.0 9.0 9.0 

Pidilite 13.0 4.0 6.3 0.6 3.0 (3.1) (58.6) 7.4 22.0 
Source: Company, News Article, Industry Report
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Information Technology 
Sector
IT companies reported strong set 
of numbers for Q3FY21 with beat on 
both revenues and margins aided 
by broad-based growth across 
geographies and verticals, despite 
it being a seasonally weak quarter. 
Tier-1 IT companies posted healthy 
revenue growth of 5% QoQ USD in Q3, 
the same for Tier II IT players grew 
~4% in USD terms. Revenue growth 
was led by recovery in manufacturing 
& communication sectors, which 
underperformed in Q2. TCS/ Infosys/ 
HCLT/ Wipro/ TechM reported 

constant currency revenue growth 
of 4.1%/5.3%/3.5%/3.4%/2.8% QoQ. 
This was meaningfully ahead of 
expectation, indicating an uptick in 
technology spends by corporates. 
In terms of verticals, BFSI, Retail, 
Healthcare, Technology, and 
Telecom have seen a good recovery. 
Energy and Utilities, Manufacturing 
(Aero and Defense), and Travel and 
Hospitality are expected to take 
longer to recover. Another common 
trend highlighted by most companies 
was the elevated demand for cloud 
implementation, which is likely to be 
a multiyear demand driver. Spending 

in the BFSI segment has also grown 
stronger to upgrade outdated 
underlying infrastructure. Area like 
cloud, wokrplace transformation, 
cyber security continues to see 
increased traction in the wake of the 
pandemic.

Highlight of the quarter was margins 
remained either stable or expanded 
on top of sharp expansion in Q2, 
despite headwinds from wage hike 
in Q3 margins as they continued 
to manage costs well. While some 
costs are likely to come back, a 
part of the cost savings are likely to 
sustain going ahead. EBIT margin 

FMCG Companies
Company  (Rs Cr) Net 

Sales
YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

ITC Ltd. 14124 6% 7% 4785 -4% 9% 34% 3587 -11% 5% 25%

Hindustan Unilever Ltd. 12181 21% 4% 2963 17% 1% 24% 1938 19% -2% 16%

United Spirits Ltd. 8410 8% 12% 458 7% 57% 5% 281 21% 124% 3%

E.I.D. Parry (India) Ltd. 4701 15% -19% 565 19% -35% 12% 245 -6% -56% 5%

Nestle India Ltd. 3433 9% -3% 777 12% -12% 23% 483 2% -18% 14%

Britannia Industries Ltd. 3166 6% -7% 612 22% -9% 19% 453 22% -9% 14%

Tata Consumer Products Ltd. 3070 23% 10% 361 14% -10% 12% 237 25% 1% 8%

United Breweries Ltd. 3066 -6% 37% 174 -21% 334% 6% 127 19% 3423% 4%

Godrej Consumer Products Ltd. 3055 10% 5% 693 10% 3% 23% 502 13% 10% 16%

Radico Khaitan Ltd. 2971 18% 8% 125 22% 16% 4% 81 45% 11% 3%

Dabur India Ltd. 2729 16% 8% 574 16% 1% 21% 494 24% 2% 18%

Marico Ltd. 2122 16% 7% 413 11% 6% 19% 312 13% 14% 15%

Godrej Agrovet Ltd. 1526 -14% -11% 112 12% -35% 7% 58 29% -41% 4%

Varun Beverages Ltd. 1351 9% -27% 172 49% -55% 13% -7 Loss PL -1%

Colgate-Palmolive (India) Ltd. 1232 7% -4% 371 17% -9% 30% 248 25% -9% 20%

Jubilant FoodWorks Ltd. 1069 0% 31% 280 10% 30% 26% 124 22% 64% 12%

Procter & Gamble Hygiene & 
Health Care Ltd.

1018 19% 1% 342 83% 1% 34% 251 84% -1% 25%

Emami Ltd. 934 15% 27% 340 29% 32% 36% 210 44% 76% 22%

Avanti Feeds Ltd. 915 -1% -19% 92 45% -40% 10% 87 47% -31% 9%

Gillette India Ltd. 520 13% 1% 135 35% 2% 26% 82 15% -14% 16%

Jyothy Labs Ltd. 477 13% -6% 80 20% -9% 17% 53 18% -11% 11%

Zydus Wellness Ltd. 382 15% 12% 50 33% 83% 13% 2 -59% LP 0%

VST Industries Ltd. 380 3% -4% 100 -8% -12% 26% 74 -10% -17% 19%

Total 72833 10% 3% 14575 9% 0% 20% 9920 6% 0% 14%
Source: AceEquity, PL-Profit to Loss and LP=Loss to Profit
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expanded by 90bp QoQ/280bp YoY 
in Q3FY21. EBIT margin for Tier I/II 
companies expanded by 90bp/80bp 
QoQ to 24.1%/16.9%, which is a key 
positive. The acceleration in order 
book and deal pipeline (for tier 1, 2 
companies) continues to be strong 
led by traction in large deals, lift & 
shift deals and increase in spending 
by enterprises on cloud migration, 
automation, consumer experience, 
employee experience & data, and 
core modernisation.

Total headcount addition for Q3FY21 
stood at 36288 as against a net decline 
of ~3000 employees in the past 
nine months. This came in on the 
back of the highest ever utilization 
reported by IT Services companies. 
Attrition for Q3FY21 was the lowest 
ever at 11.3% v/s 16.2% in Q3FY20. 
This is expected to rise over the next 
few quarters, despite wage hikes 
in 4QFY21/1QFY22. This remains a 
key worry for margin performance 
as a rapid rise in attrition may 
require intervention. With utilization 
levers at a historical high, margin 
improvement will be driven more by 
operating leverage going forward. 

The sector’s improved performance 
was led by mega-deal wins by 
TCS, Infosys, Wipro, and HCL 
Technologies, suggesting resilience 
to macroeconomic concerns. 
Upbeat commentary and a healthy 
outlook indicate an acceleration 
in further spending on technology 
and the increase in offshoring and 
automation were the key levers for 
the margin growth going ahead. HCL 
Tech and Infosys have upgraded 
their guidance. Coforge expects 

FY21 growth to be at least 6% CC 
and LT Infotech foresees strong 
traction in Q4FY21. Tech Mahindra’s 
management expects large deal wins 
to accelerate in coming quarters and 
has one of its best deal pipelines yet. 
HCL Tech is confident of a further 
upswing in bookings. Commentary 
of most players also suggest that the 
deal funnel continue to remain very 
strong which means growth in next 
few years will be much better than 
precovid level.

According to Nasscom, Indian IT 
industry revenues are set to grow by 
2.3% to USD 194 billion in FY21 and 
the exports will go up by 1.9% to USD 
150 billion. The industry remained 
a net hirer in the fiscal year, which 
saw a major hit across the world 
because of the COVID-19 pandemic, 
with 1.38 lakh new jobs added to 
take overall employment to 44.7 
lakh. As per the numbers disclosed 
by listed companies, overall deal 
pipeline is over USD 15 billion. On the 
outlook, 71% of the 100 industry chief 
executives said global tech spends 
will be better in 2021.

Highlight of the 
quarter was margins 
remained either 
stable or expanded 
on top of sharp 
expansion in Q2, 
despite headwinds 
from wage hike 
in Q3 margins as 
they continued to 
manage costs well.

Company Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21

TCS 6000 8900 6900 8600 6800

Infosys 1813 1646 1744 3145 7129

Tech M 1230 513 290 421 456
Source: Company, News Article, Industry Report

Deal Wins (USD Mn.)

Revenue Growth (%)

Source: Company, Industry Report, Ashika Research
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Information Technology Companies
Company  (Rs Cr) Net 

Sales
YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

Tata Consultancy Services Ltd. 42015 5% 5% 12208 12% 6% 29% 8727 7% 16% 21%

Infosys Ltd. 25927 12% 6% 7415 28% 5% 29% 5215 17% 7% 20%

HCL Technologies Ltd. 19302 6% 4% 5624 21% 10% 29% 3977 35% 26% 21%

Wipro Ltd. 15670 1% 4% 4117 29% 20% 26% 2988 21% 20% 19%

Tech Mahindra Ltd. 9647 0% 3% 1896 21% 11% 20% 1290 16% 21% 13%

Larsen & Toubro Infotech Ltd. 3153 12% 5% 732 39% 7% 23% 519 38% 14% 16%

Mphasis Ltd. 2474 9% 2% 466 9% 3% 19% 326 11% 9% 13%

Mindtree Ltd. 2024 3% 5% 468 53% 20% 23% 327 66% 29% 16%

L&T Technology Services Ltd. 1401 -2% 7% 276 -4% 18% 20% 187 -9% 12% 13%

Sonata Software Ltd. 1396 13% 74% 111 1% 27% 8% 54 -29% -6% 4%

Firstsource Solutions Ltd. 1365 30% 15% 210 26% 12% 15% 121 35% 15% 9%

Oracle Financial Services 
Software Ltd.

1238 7% 3% 600 14% 7% 48% 430 -6% 10% 35%

Coforge Ltd. 1191 11% 3% 202 3% 2% 17% 124 -4% 1% 10%

Persistent Systems Ltd. 1075 17% 7% 182 48% 10% 17% 121 38% 19% 11%

Cyient Ltd. 1044 -6% 4% 164 7% 10% 16% 95 -13% 14% 9%

Zensar Technologies Ltd. 934 -8% -5% 185 166% 1% 20% 139 238% LP 15%

Birlasoft Ltd. 881 6% 3% 144 34% 21% 16% 96 33% 39% 11%

Tanla Platforms Ltd. 654 21% 12% 127 99% 30% 19% 94 LP 15% 14%

KPIT Technologies Ltd. 517 -6% 7% 83 13% 19% 16% 43 5% 58% 8%

Tata Elxsi Ltd. 477 13% 11% 144 52% 24% 30% 105 39% 33% 22%

eClerx Services Ltd. 394 5% 9% 112 9% 10% 28% 71 2% 16% 18%

Intellect Design Arena Ltd. 382 20% 3% 96 LP 11% 25% 74 LP 25% 19%

Info Edge (India) Ltd. 278 -17% 6% 67 -32% 34% 24% 773 805% 82% 278%

Indiamart Intermesh Ltd. 174 5% 6% 88 101% 7% 51% 81 29% 15% 46%

Total 133614 6% 5% 35717 21% 9% 27% 25975 20% 18% 19%
Source: AceEquity, PL-Profit to Loss and LP=Loss to Profit

Metal & Mining Sector
The metal sector reported a positive 
Q3FY21 performance primarily on 
account of healthy realisations. The 
profit and revenue of steelmakers 
rose in Q3, beating estimates, aided 
by rising demand for the alloy, 
higher realisations and falling debt 
amid improved cash flows. Demand 
has slowly inched higher and is 
almost close to last year’s levels after 
India started easing the Covid-19 
lockdown, resulting in increased 
economic activity. Increased prices 
of hot-rolled coil steel during this 
period, too, aided the companies. All 

steel firms reduced their debt. Fully 
integrated companies such as SAIL 
and Tata Steel also offered aggressive 
guidance. SAIL’s internal target is to 
reduce net debt to below Rs 40,000 
crore by March from Rs 46,610 crore 
as of December, even after taking 
into account higher employee costs 
in the fourth quarter and assuming 
no reduction in receivables from 
Indian Railways. Tata Steel pared its 
net debt reduced by Rs 10,325 crore to 
Rs 86,170 crore as on December 2020 
and plans to reduce gross debt by Rs 
12,000 crore in the fourth quarter.

In term of operating performance, 

production efficiency, measured 
in terms of EBITDA per tonne, 
improved on higher spreads. For JSW 
Steel Ltd., it rose to a record, and 
increased for Tata Steel Ltd., driven 
by higher prices, better product 
mix, lower exports and operating 
efficiency initiatives. For Jindal 
Steel and Power Ltd., a better-than-
expected steel realisation and higher 
consumption of no-cost iron ore 
inventory from Sarda mines aided its 
EBITDA per tonne. Steel Authority of 
India was the biggest beneficiary of 
improved steel pricing and increased 
contribution from iron ore sales.
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Volumes declined sequentially for 
steelmakers in the December quarter 
even as growth remained largely 
unchanged over the preceding year. 
Improving demand and lower share 
of exports aided deliveries slightly. 
Realisation of the product rose for 
most steel players. That was aided 
by better sales mix, rising hot-rolled 
coil prices, among other factors. 
Tata Steel cited higher international 
steel prices amid robust demand, 
restocking and supply tightness 
as the reasons behind rise in steel 
prices. JSW Steel said a proportion 
of higher-margin, value-added and 
special steel sales led to a relatively 
higher realisation.

Most companies expect demand from 
the infrastructure or automobile 

sector to rise. Even as international 
steel prices have moderated since 
January, domestic prices are 
expected to stabilise because of 
inflationary pressures such as higher 
iron ore and coking coal prices. Spot 
HRC gross spread improved during 
the quarter, with higher steel prices 
expected to reflect in the company’s 
finances in the March quarter. 
Budget’s focus on infrastructure in 
rural and urban areas augurs well 
for steel demand going forward. The 
recently announced scrappage policy 
should drive the segment further for 
deliveries to the automotive segment.

Volume trend
Company Q3FY21 YoY (%) QoQ (%)

SAIL 4.2 1.5 0.4

JSPL 1.9 16.1 -3.1

Tata Steel 3.3 -3.4 -7.8

JSW Steel 3.9 -3.2 -5.3
Source: Company, News Article, Industry Report, Ashika Research

EBITDA/ton trend
Company Q3FY21 YoY (%) QoQ (%)

SAIL 12,241 401.9 170.9

JSPL 21,929 161.0 65.5

Tata Steel 20,035 82.0 55.5

JSW Steel 14,444 140.8 42.5
Source: Company, News Article, Industry Report, Ashika Research

Base metal price movement on LME (USD/tonne)
Q3FY21 YoY (%) QoQ (%)

Aluminum 1974 10.8% 14.1%

Copper 7749 26.0% 16.2%

Zinc 2729 19.7% 14.3%

Nickel 16554 18.7% 14.3%

Lead 1976 3.3% 9.6%
Source: CBloomberg, Ashika Research

Metal companies 
expect demand from 
the infrastructure or 
automobile sector to 
rise. Budget’s focus 
on infrastructure 
in rural and urban 
areas augurs well 
for steel demand 
going forward.
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Metal & Mining Companies
Company  (Rs Cr) Net 

Sales
YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

Tata Steel Ltd. 39594 11% 7% 9464 161% 55% 24% 3923 LP 146% 10%

Hindalco Industries Ltd. 34958 20% 12% 5198 55% 9% 15% 1875 77% 384% 5%

Coal India Ltd. 23686 2% 12% 5165 4% 30% 22% 3084 -21% 5% 13%

Vedanta Ltd. 22735 6% 8% 7757 19% 19% 34% 4224 58% 157% 19%

JSW Steel Ltd. 21859 21% 13% 5946 143% 35% 27% 2674 1150% 73% 12%

Steel Authority Of India Ltd. 19836 20% 17% 5080 405% 167% 26% 1247 LP 244% 6%

Jindal Steel & Power Ltd. 10534 40% 17% 4252 170% 57% 40% 2567 LP LP 24%

Hindustan Zinc Ltd. 6033 29% 7% 3269 43% 11% 54% 2200 36% 13% 36%

NMDC Ltd. 4355 45% 95% 2767 74% 169% 64% 2108 53% 173% 48%

APL Apollo Tubes Ltd. 2601 23% 18% 232 45% 37% 9% 149 79% 45% 6%

National Aluminium Company 
Ltd.

2379 14% 0% 434 1163% 57% 18% 240 LP 123% 10%

Welspun Corp Ltd. 1393 -52% 20% 186 -49% 9% 13% 123 -34% 15% 9%

Hindustan Copper Ltd. 538 477% 83% 217 LP 191% 40% 108 LP 1086% 20%

Ratnamani Metals & Tubes Ltd. 441 -42% -24% 80 -26% -2% 18% 60 -40% 6% 14%

MOIL Ltd. 268 4% -13% 76 38% 1050% 28% 51 -7% 601% 19%

Mishra Dhatu Nigam Ltd. 190 -8% 16% 86 51% 73% 45% 60 -1% 84% 32%

Total 191400 14% 12% 50210 79% 43% 26% 24692 165% 126% 13%
Source: AceEquity, PL-Profit to Loss and LP=Loss to Profit

Pharmaceuticals Sector
Q3FY21 was yet another quarter 
of impressive performance for 
pharmaceutical companies. 
Overall, the results were driven 
by continued traction in exports 
markets (formulations/ CRAMs) 
and substantial improvement in 
the domestic branded formulations 
driven by near-normal level of MR 
activity, Covid product opportunities 
and growing patient footfall at 
the clinics/ hospitals. In Q3FY21, 
companies’ US business improved, 
though growth was slower than 
expected due to a weak flu season. 
Domestic business bounced back 
with the IPM (Indian Pharmaceutical 
Markets) reporting a 6.4% YoY growth 
as compared to a 2.5% decline in 
H1FY21. Indian formulations grew 
14.4% YoY on the back of traction 
from chronic therapies, Covid-
product sales and gradual recovery 
in acute segment due to waning 
pandemic related reluctance to visit 
the clinics. In the domestic business, 
companies with a relatively higher 
share of chronic business grew 
strongly and outperformed the 

industry. US business grew 5.0% YoY 
due to favourable forex, ramp-up 
in specialty/injectable products and 
new launches. As per the common 
thread from various management 
comments, US base business price 
erosion seems to have stabilized. 

On the margins front, EBITDA 
margins expanded due to continued 
lower other expenses amid cost 
rationalisation/efficiency efforts 
and lower on-ground activity. 
Management commentaries 
suggested that companies faced 
logistical / operational challenges 
attributable to COVID-19 led 
disruptions, while benefits of low 
operating costs waned off partly, as 
marketing and promotional activities 
resumed gradually. However, the 
benefits of operating leverage and 
gross margin expansion helped drive 
up operating margins for select 
players. 

Cipla’s revenue and operating profit 
rose were aided by increased sales in 
India and Europe. Divis Laboratories’ 
net profit rose as it’s venturing into 
contract active pharmaceutical 
ingredient manufacturing in a big 
way for high-volume products. Sun 
Pharma’s net profit jumped twofold 
over improved other income and 
rising sales in India and the U.S. 
Companies such as Cipla and Cadila 
saw a sturdy 21.6% and 19.5% YoY 
growth in their India business. 

Pharma 
performance 
was driven by 
continued traction 
in exports markets 
(formulations/ 
CRAMs) and 
substantial 
improvement in the 
domestic branded 
formulations driven 
by near-normal 
level of MR activity 
and growing patient 
footfall at the 
clinics/ hospitals.
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Moreover, Sun Pharma reported a 
9.4% growth in the India sales. The 
US business of companies including 
Sun Pharma, Aurobindo and Lupin 
clocked a slower than expected 
growth (due to a weak flu season) of 
10.8%, 6.8% and 5.6% respectively, 
largely supported by growth in the 
base business, new launches and 
stabilizing price erosion. In the API 
space, both Divis and Solara Active 
Pharma reported a topline growth of 
21.9% and 24%.

Going ahead, costs related to 
promotional/marketing activities 
are likely to come back to pre-Covid 
levels as the pandemic situation 
continues to ease out and MR 
activity normalises. Management 
commentaries suggested that growth 
traction is expected to improve 
going forward across markets. 
Overall, Indian pharmaceutical 
companies are better placed to 
capture the opportunities and clock 
healthy growth going ahead. Indian 
companies are among the most 

competitive ones globally and hold 
a sizeable market share in most 
developed as well as other markets, 
thus depicting their inherent 
strength. Moreover, other factors 
such as - a rise in product approvals 
by the USFDA, stabilising of pricing 
pressures (especially in the US 
generics market) and strong growth 
prospects in the domestic markets 
and emerging opportunities in the 
API space (China +1 strategy) would 
be the key growth drivers going 
ahead.

US and Domestic sales growth trend (%)

Source: Company, Ashika Research
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Pharmaceuticals Companies
Company  (Rs Cr) Net 

Sales
YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

Sun Pharmaceutical Industries Ltd. 8837 8% 3% 2335 33% 6% 26% 1918 87% -2% 22%

Aurobindo Pharma Ltd. 6365 8% -2% 1369 13% -4% 22% 2961 319% 258% 47%

Cipla Ltd. 5169 18% 3% 1231 62% 5% 24% 753 113% 14% 15%

Dr. Reddys Laboratories Ltd. 4942 12% 1% 539 LP -53% 11% 13 LP -98% 0%

Lupin Ltd. 4017 7% 5% 779 81% 34% 19% 441 LP 107% 11%

Cadila Healthcare Ltd. 3796 4% -1% 807 16% -7% 21% 513 41% 21% 14%

Glenmark Pharmaceuticals Ltd. 2787 2% -6% 530 20% -4% 19% 248 30% 6% 9%

Alkem Laboratories Ltd. 2318 6% -2% 529 17% -12% 23% 464 19% -4% 20%

Torrent Pharmaceuticals Ltd. 1995 1% -1% 607 12% -4% 30% 297 18% -4% 15%

Biocon Ltd. 1851 8% 6% 400 -10% 2% 22% 187 -20% -6% 10%

Divis Laboratories Ltd. 1701 22% -3% 691 40% -7% 41% 471 31% -9% 28%

Ipca Laboratories Ltd. 1410 16% 4% 367 34% 2% 26% 270 35% 0% 19%

Alembic Pharmaceuticals Ltd. 1314 9% -10% 365 12% -18% 28% 259 14% -20% 20%

Laurus Labs Ltd. 1288 77% 13% 426 188% 14% 33% 273 271% 13% 21%

Abbott India Ltd. 1095 2% 4% 242 1% 0% 22% 177 -5% -2% 16%

Glaxosmithkline Pharmaceuticals Ltd. 857 10% -3% 206 65% 0% 24% 157 LP 105% 18%

Granules India Ltd. 845 20% -2% 212 30% -17% 25% 147 129% -10% 17%

Ajanta Pharma Ltd. 749 15% 5% 242 30% -12% 32% 177 64% 4% 24%

Pfizer Ltd. 593 10% 0% 197 47% -3% 33% 141 2% 8% 24%

Syngene International Ltd. 585 13% 12% 167 17% 12% 29% 102 11% 22% 17%

Natco Pharma Ltd. 355 -26% -56% 83 -36% -70% 23% 63 -39% -69% 18%

Suven Pharmaceuticals Ltd. 275 54% 16% 138 74% 40% 50% 98 89% 49% 36%

Astrazeneca Pharma India Ltd. 200 -11% -4% 31 -16% -14% 15% 21 -21% -20% 11%

Total 53344 10% 0% 12490 40% -6% 23% 10149 229% 19% 19%
Source: AceEquity, PL-Profit to Loss and LP=Loss to Profit

Telecom Sector
Telecom operators recorded growth 
in key performance metrics such as 
average revenue per user (ARPU) in 
the December quarter and this may 
allow them to raise tariff. Airtel’s 
ARPU increased to Rs. 166 during Q3, 
up from Rs. 162 in Q2 and higher than 
Rs. 135 in the year-ago period. For Vi, 
ARPU stood at Rs. 121 in Q3, up from 
Rs. 119 in Q2 and Rs. 109 in the same 
quarter last fiscal year.

Despite an overall shrinking 
customer-base, Vi added 3.6 million 
4G subscribers during Q3 to reach 
109.7 million, implying that it largely 
lost low-paying 2G users. According 
to Airtel’s quarterly report, the telco 
had clocked a 33.8% growth in 4G 
subscribers to 165.6 million as of 
31 December from a year ago, as it 
continues to focus on quality users. 

Airtel has added around 42 million 4G 
customers in the past four quarters. 
Jio’s subscriber addition has been 
weak in the past few quarters. It 
added 5.2 million users during Q3, 
which shows a decline from 7.3 
million, 10.8 million and 17.5 million 

in the previous three quarters. The 
total customer base of Jio stood at 
410.8 million at the end of December.

It is expected that Vodafone Idea Ltd 
(Vi) could move first to hike prices 
of voice and data plans among the 
three largest telcos, as was the case 
in December 2019. Moreover, the 
addition of 4G subscribers by Bharti 
Airtel Ltd and Vi during the quarter 
indicates customer stickiness at the 
higher end, which could give telcos a 
push to increase prices. Reliance Jio 
provides only 4G service and, thus, all 
its customers gains were for 4G.

According to ICRA, Telecom service 
providers (telcos) are expected to dial 
in next round of tariff hikes over the 
next one or two quarters which is 
likely to drive revenue growth in new 
financial year (2021-22) beginning 
April 1. Tariff hikes and upgradation 

Telecom service 
providers (telcos) 
are expected to 
dial in next round 
of tariff hikes over 
the next one or two 
quarters which 
is likely to drive 
revenue growth in 
FY22.
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Operator-wise ARPU (Rs.)

Source: Company, News Article, Industry Report
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Bharti Airtel Vodafone Idea Reliance Jio 

Jun-20 Market 
Share (%)

Sep-20 Market 
Share (%)

Dec-20 Market 
Share (%)

Bharti 31.7 27.8% 32.7 28.4% 33.9 29.4%

Vodafone Idea 30.5 26.7% 29.6 25.7% 28.4 24.6%

RJIO 39.7 34.8% 40.4 35.2% 40.9 35.4%

Industry 114.1 114.9 115.4
Source: TRAI

Total subscribers (crore)

Company  (Rs Cr) Net 
Sales

YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

Bharti Airtel Ltd. 26518 24% 3% 12053 38% 4% 45% 1571 LP NM 6%

Vodafone Idea Ltd. 10894 -2% 1% 4286 25% 3% 39% -4589 Loss Loss -42%

Tata Communications Ltd. 4223 0% -4% 1046 37% -10% 25% 310 439% -20% 7%

Total 41635 14% 2% 17385 35% 3% 42% -2708 Loss Loss -7%
Source: AceEquity, PL-Profit to Loss and LP=Loss to Profit

Telecom Companies

of subscribers from 2G to 4G is 
expected to result in improvement in 
average revenue per user to around 
Rs 220 in the medium term which will 
lead to growth in industry revenue 
by 11% to 13% over the next two years 
with operating margins expanding 
to nearly 38% for FY22. ICRA said 
improvement in cash flow generation 

coupled with moderation in capex 
intensity will limit the dependence 
on incremental external borrowings 
for operations. However, the addition 
of adjusted gross revenue (AGR) 
liabilities to debt and the next round 
of spectrum auctions will act as 
a dampener. In terms of the core 
business, 5G will be a growth driver. 

However, high spectrum prices, 
nascent stage of device eco-system, 
relatively low penetration of 4G 
services and limited paying capacity 
of the Indian consumer coupled 
with precarious position of the 
balance sheets of telcos is likely to 
play a spoilsport in the technology 
upgradation to 5G.
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Technical view 
Equity benchmarks concluded the monthly 

derivative expiry session on a positive note 
though remained volatile for the last couple 
of session amid subdued 

global cues. The Nifty ended the 
session at 14716, up 900 points or 
6.50%. However, the market breadth 
remained positive with A/D ratio of 
1.2:1 as broader market outperformed. 
The Nifty midcap and small cap rose 
8% and 9%, respectively. Sectorally, 
Power, Metal and Banks outshone 
while IT, FMCG and Healthcare 
underperformed. The broadening of 
market participation augurs well for 
durability of ongoing up move, which 
makes us confident of believing that 
the index would maintain its relative 
outperformance. Amongst the global 
peers major Indices have registered 
multi-year range breakouts. Hence 
historical, positive correlation of 

domestic indices with global peers makes us further 
confident on our positive stance. Trading data for FIIs and 
DIIs showed that during the month FIIs were net buyers to 

the tune of Rs. 50151 Cr and DIIs were 
net sellers to the tune of Rs. 17,111 Cr.

Technical Observation
The weekly price action for the 
past week witnessed a bearish 
candle carrying a lower high-low, 
indicating extended profit booking/
consolidation for the time being. 
Performance of Engulfing pattern at 
near high has a bearish implication 
but presently it seems to have 
paired off the recent decline during 
the expiry week.  Slower pace of 
retracement signifies positive 
structural buildup remains. Engulfing 
Pattern means that bears are on 
the path to reverse the gains hence 
more bearish movement is still 

The broadening 
of market 
participation 
augurs well for 
durability of 
ongoing up move, 
which makes 
us confident of 
believing that 
the index would 
maintain its relative 
outperformance.
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expected. Volume too were subdued 
to term that the downtrend might 
have begun. Nifty witnessed selling 
pressure from its crucial hurdle of a 
Rising Trendline on monthly chart 
i.e. below the 15000 mark, which 
resulted in with the all awaited 
correction taking shape. However, 
the rising channel formation since 
last 12 months still remains in place 
and lower end of the channel at 
14400-14500 might curb downside 
potential for Nifty. Meanwhile, upside 
will be capped at 15500 as it is 161.8% 
external retracement of the last fall (14754-13596), at 15466.

On the Oscillator front MACD histogram still remains 
in the positive zone on a weekly chart and neutral price 
territory on a daily chart, hence probability remains 
of an extension of downward move if Index trades 
below the trend deciding level of 14900-14950. Daily 13 
period ADX also indicates trend to remain positive in 
Nifty as ADX is placed at 30 levels, the daily stochastic 
oscillator has found support at key area from its 
intermediate correction around the 22 mark as it cooled 
off from its overbought conditions. Hence, there is a 
higher possibility of a resumption of sharp trended up 
movement in the market soon.

Key point to highlight the trading action over the past 
few sessions is that, the index corrected by a mere 795 
points (15431-14635), and with the passage of major event 
of Union Budget the market seems healthy. The breather 
in the broader indices has also helped daily stochastic 
oscillator to cool off the overbought condition (currently 
placed around 27). Benchmark Indices has undergone a 
slower pace of retracement considering the relentless 
rally of the previous year further validating of a healthy 
consolidation. The retracement level since Budget’21 

(High:15431; Low: 13596) are placed 
with crucial support levels which are 
as follows: 1) 50% retracement at 14515 
2) 61.8% retracement at 14297 

Going ahead, it can be expected 
that index is unlikely to breach the 
strong support zone of 14300-14350 
as 14297 marks the 61.8% retracement 
of current up move (13596-15431) 
which further coincides with the 
50DMA in the daily time frame. 
Technically, with pullback from 
38.2% retracement level of 14700 and 
surpassing the psychological level 

of 15000 it can be inferred that positive momentum in 
Index is likely to remain. To add further, looking at the 
placement of many of the large-cap index stocks it seems 
the support level of 14300-14350 could hold for the time 
being, in the broader space also Nifty midcap index has 
scaled a fresh all-time high while Nifty small cap index 
is only 16% away from life-time highs. In the process, 
the relative outperformance of the broader market 
would endure. Hence, any dip from here on should be 
capitalized as incremental buying opportunity. On the 
contrary one can expect the Nifty to head towards 15500 
in days to come. In the process, stock specific activity 
would prevail.  

To Sum up, in the coming month, it is important that 
the Nifty does not move below the recent low of 14300-
14350 on any corrections for the intermediate uptrend 
to remain intact. It is expected that the Index is likely to 
endure its northbound journey. Meanwhile 14900 would 
act as immediate trend deciding level for Nifty as it is 
23.6% retracement of ongoing corrective phase. Target 
for the Nifty is seen at 15470, which happens to be 161.8% 
retracement of the entire fall seen from Jan 2020 to March 
2020. Number of 52 Week highs from NSE500 are still 
lower than 2017,2014 and 2007 scenario.

Looking at the 
placement of many 
of the large-cap 
index stocks it 
seems the support 
level of 14300-14350 
could hold for the 
time being
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The book written by the author 
is a very successful entrepreneur 
of Equity Group Investments 
(EGI) in American business and 
is an autobiography. A self-made 
billionaire who made his fortune 
primarily in real estate largely 
and is sector agnostic in seeking 
opportunties. The book reflects his 
trait of seeing what others don’t 
as far as opportunity is concerned. 
From buying real estate cheap after 
a market crash, to investing in 
often unglamorous industries with 
long-term value, Zell acts boldly on 
supply and demand trend to grab the 
first-mover advantage. His famous 
saying is “if everyone is going left, 
look right”. Before venturing into any 
investments, he works on gathering 
facts and figures, regulations, 
objectively envisaging the demand/
supply situation and take bold 
decisions instinctively. His thinking 
is independent and not tainted 
by prejudices or biases. He is also 
famously called the Grave Dancer 
for his strategy of targeting troubled 
assets. He believes that business is 

not a battle to be waged-it’s a puzzle 
to be solved. Indifference to rejection 

is a fundamental part of being an 
entrepreneur.

The book is more about his 
journey as an entrepreneur. He 
and his earlier partner believed in 
creating an institution based out 
of meritocracy. The work culture, 
the passion for pursing something, 
honing creative thinking, alignment 
of interest, trust & honesty, business 
acumen and instinct of a go-getter of 
EGI culture is worth the appeal. He 
believes that if you are good at what 
you do, you have the freedom to be 
who you really are.

In this book with the incidents 
and deals he locked up and his 
thought process clearly reflects his 
entrepreneurial prowess and can be 
highlighted as follows:

Reputation: He truly believes in long-
term relationship and reputation 
which is your most important asset. 
Your name reflects your character

Skin in the game & have a 
Contrarian Approach: He is a big 
believer of having skin in the game, it 

From buying real 
estate cheap after 
a market crash, to 
investing in often 
unglamorous 
industries with 
long-term value, 
Zell acts boldly 
on supply and 
demand trend 
to grab the first-
mover advantage. 
His famous saying 
is “if everyone is 
going left, look 
right”. 

Am I Being Too Subtle 
by Sam Zell

BOOK REVIEW
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works because naturally all invested 
parties are driven to make the right 
decisions for the business and not 
what benefits just one individual. 
Skin in the game is a great equalizer 
because it places all the partner’s 
interests in creating value and 
working with tenacity to achieve 
success. He has been involved with 
companies where management is not 
invested, and the outcome is almost 
always detrimental to value creation 
and shareholder value. 

Risk: He as always worked on 
deals and invested after thoroughly 
assessing the downside of it, if 
the venture fails otherwise. He 
objectively analyze the supply and 
demand dynamics of every deal. He 
invests in deals below replacement 
value. Investing in deals with big 
upside and small downside and never 
risk what you cannot afford to lose. In 
a way he always seems to have been a 
contrarian.

Opportunities (Keep your Eyes (and 
Mind) Wide Open: He is also a power 
networker and traveler, spending 
over a thousand hours flying around 
the world visiting new places and 
meeting new people. Sam has a great 
entrepreneurial mindset; he is always 
looking for opportunities everywhere. 
He is a voracious consumer of 
information and always reading 
books, newspapers and listening to 
anything that might be a clue for a 
hidden opportunity. Opportunities 
are not always there but you have 
to be patient and be prepared, once 
they come one needs to be bold 
enough to take advantage of them. 
One such opportunity he seeks is 
an emerging market at the verge of 
investment-grade rating. If add to it 
the scale for that emerging market is 
available in terms of demographics 
and all, he would be willing to look 
for opportunity where the partners 
are bending backward for you for 
capital and the opportunity is worth 
considering.

Be Ready to Pivot and Keep it 
Simple: He believes in staying nimble 
and be the pivot: Though he started 
his career in real estate, but he is 
sector agnostic. He moves in and 
out of real estate, manufacturing, 
pharmaceuticals, logistics, energy, 
and a bunch of other industries. 
He basically is opportunistic. He 
believes greatly in the laws of 
supply and demand; liquidity equals 
value; limited competition; long-
term relationships and others as 
mentioned. These are the simple 
frameworks on which he views 
potential opportunity. His attention 
to demographics guided shifts in 
strategy at all his Equity companies 
and add to it the simplification of 
risk. Problem solving is his passion. 
He also like to be the number one 
or two in the sector which he is in 
and willing to lead from the front 
are his principles which lead him to 
great success. In real-state, he had 
been biggest manufacturer of homes 
and RV parks, residential apartment 
buildings, REIT’s, waste-to-energy 
companies and more. All done 
opportunistically and ahead of time 
to seize the biggest opportunities.

Prize Loyalty: the length 
and strength of his business 
relationships and the longevity of 
employee tenure across the Equity 
companies are among his proudest 
accomplishments. Loyalty and trust 
are priceless commodities. And they 
go both ways.

Do the Right Thing: Success for him 
would be guided always by principles. 
There is an attitude that you can’t 
be both successful and ethical which 
he begs to differ. Underachievers 
perspective of the world and have 
been pushing that idea since the 
beginning of time is “success 
achieved either by cutting corners or 
is a crook”

Sam Zell is the chairman of Equity 
Group Investments, the private 
investment firm he founded in 
1968, and the chairman of five NYSE 
companies. Finally, he simply doesn’t 
buy into many of the made-up rules 
of social convention. The bottom-line 
is: If you are really good at what you 
do, you have the freedom to be who 
you really are.”

He is a big 
believer of having 
skin in the game, 
it works because 
naturally all 
invested parties 
are driven to 
make the right 
decisions for the 
business and not 
what benefits just 
one individual. 
Skin in the 
game is a great 
equalizer because 
it places all the 
partner’s interests 
in creating value 
and working 
with tenacity to 
achieve success. 

Success for 
him would be 
guided always by 
principles. There 
is an attitude that 
you can’t be both 
successful and 
ethical which he 
begs to differ. 
Underachievers 
perspective of the 
world and have 
been pushing 
that idea since 
the beginning of 
time is “success 
achieved either by 
cutting corners or 
is a crook”
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For institution business please contact
Mr. Dilip Minny (Co-founder- Institution); Mobile: +91 90070 66096; Email: dilipminny@ashikagroup.com

Products Products Contact

• TradeX (Mobile App & Web 
base) 
• Online Equity, Derivative, 

Currency and Commodity 
Trading Facility

• InvestX (Mobile App & Web 
base)
• A One Stop Solution to all 

your Mutual Funds needs 
online.

• Back Office Reports on 
WhatsApp. Ashika BOT on 
Whatsapp / Telegram.

• Ask ACIRA - 
• Online Customer service for 

clients on our website.

• Margin Trading Facility 
(MTF)
• With this MTF facility client 

can trade inspite of debits 
beyond T+7.

• EKYC 
• It now takes just 30 mins to open an 

Account.

• ReKYC 
• Hassle-free & paperless modification 

without stepping out.

• Research Services
• A galaxy of potential research team 

to provide the best equity research 
reports, ideas, solving queries and 
many more.

• Online Fund Transfer Facility

• Securities Lending and Borrowing (SLB) 
• Provide securities lending and 

borrowing at a market competitive rate

• Depository Services (CDSL/NSDL) 
• Provide one roof solution wherein 

seamless trading could be ensured 
through DP maintained with Ashika

For Business Opportunity please 
contact 

Mr. Amit Jain (Executive Director)
Mobile: +91 90070 66000
E-mail: amitjain@ashikagroup.
com

Mr. Niraj Sarawgi (CEO - PCG) 
Mobile: +91 91676 16989
Email: nirajs@ashikagroup.com

For Services please contact 
Mr. Ashwini Kumar Gautam (COO) 
Mobile: +91 90070 66097
Email: ashwinikumar@ashika-
group.com

Services at Ashika Stock Broking Limited

For start-up investing please contact
Mr. Chirag Jain (CEO); Contact: +91 22 66111700; E-mail: chiragjain@ashikagroup.com

Capital Markets Fund Raising Advisory Contact

• Issue Management 
• IPO / FPO
• Right Issue
• Qualified 

Institutional 
Placement

• Open Offer 
• Takeover 
• Buyback 
• Delisting 

• Overseaslisting 

• Underwriting 

•  Private Equity
•  Venture / Growth 

Capital
•  Pipe

• Debt Syndication
•  Project Finance
•  Team Loan
•  Working Capital 

Loan
•  Acquisition 

Funding
•  Construction 

Finance

•  M&A
•  Merger / Acquisition / 

Disposal
•  Management buy-outs / 

buy-ins
•  Leveraged buy-outs
•  Joint Ventures
•  Strategic Partnership
•  Spin-Offs
•  Divestment

•  Corporate restructuring
•  Capital Restructuring 
•  Finance Restructuring

•  Business Valuation
•  ESOP Valuation 
•  Fairness Opinion

For Debt Fund Raising / 
Mergers & Acquisition / 
Business Opportunity  
please contact

Mr. Mihir Mehta  
Contact: +91 22 6611 1770
Email: ib@ashikagroup.com

Mr. Yogesh Shetye
Contact: + 91 22 6611 1770
E-mail: yogeshs@ashika-
group.com

Services at Ashika Capital Limited
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Ashika Global Securities Pvt. Ltd is the holding company of Ashika Group, a RBI-registered non-deposit taking 
NBFC engaged in providing long term and short-term loans & advances to individual & body corporate and 
Investment in shares and securities. It has 6 subsidiaries and 1 associate company i.e. Ashika Credit Capital Ltd.

Ashika Global Securities Pvt. Ltd.

It is the Flagship company of the group and incorporated in the year 1994. RBI registered Non-banking Financial 
Company carrying on NBFI Activities i.e. investment in shares & securities and providing Loan to Individuals, 
corporates HNI etc. The company floated its shares to public in 2000 and got listed with CSE. Thereafter, in 2011, the 
shares were traded on BSE under permitted category and in 2014 got listed with MSEI. It has a registered FII as one 
of its investors.

Ashika Credit Capital Ltd.

Ashika Investment Managers Private Limited, a private limited company incorporated on July 13, 2017, is a wholly 
owned subsidiary of Ashika Global Securities Private Limited. It is acting as the Investment Manager to Ashika 
Alternative Investments, a Trust being registered as a Category III Alternative Investment Fund (Registration 
Number: IN/AIF3/20-21/0811) with the Securities and Exchange Board of India (“SEBI”) under the SEBI (Alternative 
Investments Funds) Regulations, 2012 (“AIF Regulations”).

Ashika Investment Managers Pvt. Ltd.
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AWARDS

Helping Clients Reach for Better Via SIP – National 
from Franklin Templeton Investments, 2018NSDL STAR PERFORMANCE AWARD 2018

NSE Market Achievers Award 2018
REGEIONAL RETAIL MEMBER OF THE YEAR 2018 -  

EASTERN INDIA

NSE Market Achievers Award 2017
REGEIONAL RETAIL MEMBER OF THE YEAR 2017 -  

EASTERN INDIA

NSDL Stock Performer Awards 
of the Year 2019

BTVI Emerging Company  
of the Year 2019

CDSL Excellent Performer in 
Depository Services

BTVI Young Business Leader  
of the Year 2019
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Ashika Stock Broking Ltd.
Ashika Stock Broking Limited (“ASBL”) 
started its journey in the year 1994 and 
is presently offering a wide bouquet of 
services to its valued clients including 
broking services, depository services 
and distributorship of financial prod-
ucts (Mutual funds, IPO & Bonds). It 
became a “Research Entity” under 
SEBI (Research Analyst) Regulations 
2014 in the year of 2015 (Reg No. 
INH000000206).

ASBL is a wholly owned subsidiary of 
Ashika Global Securities (P) Ltd., a RBI 
registered non-deposit taking NBFC 
Company. ASHIKA GROUP (details 
enumerated on our website www.
ashikagroup.com) is an integrated 
financial service provider inter alia 
engaged in the business of Investment 
Banking, Corporate Lending, Com-
modity Broking, Debt Syndication & 
Other Advisory Services.

There were no significant and mate-
rial disciplinary actions against ASBL 
taken by any regulatory authority 
during last three years except routine 
matters.

DISCLOSURE
Research reports are being prepared 
and distributed by ASBL in the sole 
capacity of being a Research Analyst 
under SEBI (Research Analyst) Regu-
lations 2014. The following disclosures 
and disclaimer are an essential part 
of any Research Report so being 
distributed.

1) ASBL or its associates, its Research 

Analysts (including their relatives) 
may have financial interest in the 
subject company(ies). And, the said 
financial interest is not limited to 
having an open stock market position 
in /acting as advisor to /having a loan 
transaction with the subject com-
pany(ies) apart from registration as 
clients.

2) ASBL or its Research Analysts 
(including their relatives) do not have 
any actual / beneficial ownership of 
1% or more of securities of the subject 
company(ies) at the end of the month 
immediately preceding the date of 
publication of the source research 
report or date of the concerned 
public appearance. However, ASBL’s 
associates may have actual / beneficial 
ownership of 1% or more of securities 
of the subject company(ies).

3) ASBL or its Research Analysts 
(including their relatives) do not 
have any other material conflict of 
interest at the time of publication of 
the source research report or date 
of the concerned public appearance. 
However, ASBL’s associates might 
have an actual / potential conflict of 
interest (other than ownership).

4) ASBL or its associates may have 
received compensation for investment 
banking, merchant banking, broker-
age services and for other products 
and services from the subject compa-
nies during the preceding 12 months. 
However, ASBL or its associates or its 

Research analysts (forming part of 
Research Desk) have not received any 
compensation or other benefits from 
the subject companies or third parties 
in connection with the research 
report/ research recommendation. 
Moreover, Research Analysts have not 
received any compensation from the 
companies mentioned in the research 
report/ recommendation in the past 
twelve months.

5) The subject companies in the 
research report/ recommendation 
may be a client of or may have been 
a client of ASBL during the twelve 
months preceding the date of con-
cerned public appearance for invest-
ment banking/ merchant banking / 
brokerage services.

6) ASBL or their Research Analysts 
have not managed or co–managed 
public offering of securities for the 
subject company(ies) in the past 
twelve months. However, ASBL’s 
associates may have managed or co–
managed public offering of securities 
for the subject company(ies) in the 
past twelve months.

7) Research Analysts have not served 
as an officer, director or employee 
of the companies mentioned in the 
report/ recommendation.

8) Neither ASBL nor its Research 
Analysts have been engaged in 
market making activity for the 
companies mentioned in the report / 
recommendation.

DISCLAIMER
The research recommendations and information are solely for the personal information of the authorized recipient and does not con-
strue to be an offer document or any investment, legal or taxation advice or solicitation of any action based upon it. This report is not 
for public distribution or use by any person or entity, where such distribution, publication, availability or use would be contrary to law, 
regulation or subject to any registration or licensing requirement. We will not treat recipients as customer by virtue of their receiving 
this report. The report is based upon the information obtained from public sources that we consider reliable, but we do not guarantee 
its accuracy or completeness. ASBL shall not be in anyways responsible for any loss or damage that may arise to any such person from 
any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations.
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We, at Gyanada Foundation, engage students in practical learning. For this we provide kids with Gyanada Lab Kits. To 
help us fund these kits, visit: https://gyanada.org/donate.html. You can also write to us at rinsa@gyanada.org or connect 
with us at 9819044922. Our bank details are:
GYANADA FOUNDATION HDFC Bank, Stephen House Branch, Current A/c No. 50200002885400 
IFSC CODE: HDFC0000008
MICR CODE: 700240002 

Gyanada e-learning initiative 
launching soon!
Ashika Group supports charitable foundation to 
fuel the aspirations of young girls in India.
With our vision to develop essential 21st century capacities, computational thinking and working 
with computer-based systems, we will be launching our e-learning module by September,2020.
It has been designed as two sub-initiatives: Every Child Can Code (ECCC) and Makers in the 
making (MIM). 

Students’ journey after Binary Story
Many of our students have been under our program Binary 
Story for 3 years. During these 3 years we have attempted 
to help them develop logic through the use of technology. 
Our aim was to develop in them an understanding of 
computers and the many ways they can be used for our 
benefit. We hoped for them to carry it ahead, beyond the 
tenure of our program. Over 200 children have learned 
computer programming with Gyanada Foundation and 
another 5000 students will be learning computers from 
the next academic year with us. 

About 25% of our students have taken up science in grade 
11 and either Computer Science or Electronics as their 
vocational elective. It gives us immense joy that we could 
inspire them and help them pursue their dreams. “I want 
to be a hacker”, says Ajay, a student who had been under 
our program. He details why he finds it an interesting 
profession. Another student, Kashish, is aiming to be 
a software engineer. It is a moment of pride to see our 
students succeed in their lives. 

We featured in 30 Stades article!
We are excited to share with all of you that 30 Stades published an article 
about our flagship program – Binary Story. The article talks in detail about 
the journey of our program right from being a pilot at the start to now 
being a branded program - Binary Story. 30 Stades is a platform that shares 
inspiring stories and we’re delighted to be featured in it. The stories of the 
achievements of our exceptional students have been shared elaborately in 
the article. Its about how students can see opportunity in every situation 
and that serves as a motivation for them to create. And providing direction 
and guidance has been Gyanada Foundation’s role in their journey. We are 
currently working with four Maharashtra State Board schools and a non-
profit organisation. Our co-founder, Rinsa Perapadan shares her vision 
to soon start working with municipal schools in Mumbai and then move 
to rural areas outside the city. We adds, that we want to take technology 
to rural children and empower them. You can read the whole article on: 
https://30stades.com/2021/02/12/gyanada-foundation-children-from-
mumbai-slums-learn-coding-computers-create-apps/



A 
   

   
   

   
   

P
R

O
D

U
CT

 | 
in

fo
@

tr
is

ys
co

m
.c

om

Registered Office
Trinity
226/1, A.J.C. Bose Road
7th Floor, Kolkata-700020
Phone: 033-4010 2500
Fax No: 033-4010 2543

Toll Free No.: 1800 212 2525
For any research related query: paras@ashikagroup.com

Corporate Office
1008, Raheja Centre,
214, Nariman Point, 10th Floor
Mumbai-400021
Phone: 022-6611 1700
Fax No: 022-6611 1710

Group Companies
Ashika Stock Broking Ltd.

(Member: NSE, BSE, MSEI, MCX, NCDEX, ICEX Depository par-
ticipant of CDSL / NSDL, Research Analyst, AMFI- Registered 

Mutual Fund Distributor) 

CIN No. U65921WB1994PL217071
SEBI Registration No: INZ000169130

SEBI Registration No: INH00000006 (RA)

Ashika Credit Capital Ltd.
(RBI Registered NBFC)

CIN No. L67120WB1994PLC062159

Ashika Capital Ltd.
(SEBI Authorised Merchant Banker)
CIN No. U30009WB2000PLC091674
SEBI Registration No: INM000010536

Ashika Investment Managers Pvt. Ltd.
(Investment Manger to Ashika Alternative Investments, a 
Category III AIF registered with SEBI)
CIN number – U65929MH2017PTC297291
SEBI Registration No: IN/AIF3/20-21/0811

Ashika Global Securities Pvt. Ltd.
(RBI Registered NBFC)
CIN No. U65929WB1995PTC069046

www.ashikagroup.com
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