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Market
OVERVIEW

There are a lot of challenges for the 
domestic equity markets, corporate 
sector and the nascent recovery  in Indian 
economic growth ahead, albeit much of 
them were already known before hand like 
a second wave of the virus and increase in 
global interest rates (as a fallout of higher 
liquidity if not demand). 

There are a lot of challenges 
for the domestic equity 
markets, corporate sector 
and the nascent recovery  

in Indian economic growth ahead, 
albeit much of them were already 
known before hand like a second 
wave of the virus and increase in 
global interest rates (as a fallout 
of higher liquidity if not demand). 

Besides, apart from the domestic 
risks, the global ones affect almost 
all emerging economies uniformly. 
In fact, FY21 has been nothing short 
of a roller-coaster ride for Indian 
equities, when markets crashed 
drastically and thereafter returned 
over 60%, although largely driven 
by foreign portfolio flows of ~$37.5 
billion. With US bond yields now 

above 1.75% mark, there are indeed 
risks of exodus of capital if dollar 
strengthens from here on, which is 
true for almost all emerging nations 
altogether. However, the rupee has 
logged over 4% gain so far in FY21 as 
sustained foreign fund inflows and 
the RBI’s deft policy maneuvering 
ensured strong year for the currency 
despite headwinds on the economic 
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front. The equity market rally in FY21 
has also been more broad-based 
and after underperforming for two 
years, broader markets not only 
participated in the rally but even 
outperformed the benchmarks.
Strong recovery was led by the 
easy liquidity and expectations in 
economic recovery, which further 
gained grounds on Government 
schemes like PLI, Atmanirbhar 
Bharat and improving corporate 
profitability led by lower operating 
expenses and lower interest costs. 
Now clearly, a lot of the optimism 
has been taken away, however it is 
important to understand and weigh 
the risks against blatant pessimism. 

While it is true that India is in grip 
of second wave of the virus, it was 
always expected at some point of 
time. While equity markets were 
nervous and witnessed some profit 
booking, this was also expected and 
is considered healthy given the stellar 
run from the lows. On the other 
hand, a crash like last year has been 
clearly struck off given the fact that 
people are now better equipped (with 
reduced Covid-19 fear among public) 

and most importantly, the Govt. is 
now armed with vaccines. Experts 
have opined that India should step 
up the vaccination process and thus 
inoculating large population would 
only help to contain the spread of 
the virus. New cases in India have 
been steadily rising and have been 
registering more than 60,000 cases 
and based on a SBI report, total 
cases in the second wave across the 
country will be around 25 lakh. The 
wave would peak in the second half 
of April and the entire duration of 
the second wave may last up to 100 
days beginning February 15. India 
launched its vaccination drive on 
16 January, but it was limited to 
healthcare workers and frontline 
staff. However, from 1st March, the 
eligibility criteria was expanded to 
include people over 60 and those 
who are between 45 and 59 but have 
other illnesses. The government 
has now announced that from 1 
April, the jab will be available to 
anyone aged 45 years and above.
India crossed the 6.11 cr mark in 
covid-19 vaccinations (as of March 
30), led by people over 60, as experts 
warned the second wave of infections 
waslikely linked to a lack of testing 
andcontact tracing.So far, India has 
fully inoculated 0.65% of population 
(with both doses) and 3.78% with only 
first dose. Although, India lags far 
behind the curve on vaccination than 
othercountries, nevertheless have 
done better than Indonesia, South 
Africa or even Japan. At the current 
pace, India would take eight more 
months to vaccinate those over 45 
years. Although, it also needs to be 
remembered that India’s inoculation 
program is one of the largest in the 
world. The government is spending 
around $5bn for free doses at state-
run clinics, public health centres and 
hospitals, although vaccination is 
voluntary in nature and apart from 
free jabs offered at state-run clinics 
and hospitals, people can also pay 250 
rupees a dose at private facilities to 
get vaccinated.

Even as the covid-19vaccination 
continues, the burdenof the 
pandemic is graduallyincreasing. 
Seven states—Maharashtra, 
Chhattisgarh, Karnataka,Punjab, 
Gujarat, Madhya Pradesh and Tamil 
Nadu—have reported large numbers 
of covid-19 dailynew cases. These 
states account for more than 80% 
of the new cases in India, besides 
there’s always risk of spreading 
to other states and regions. Most 
importantly, the concerning part 
has been the high daily positivity 
rate of over 5%. It has been learnt 
now that lockdowns come at a huge 
cost and hence India cannot afford 
lockdowns even though intermittent 
curbs/night curfews is warranted 
unless vaccination picks up. Media 
articles highlight that in countries 
like Israel, US and UK where 
vaccination programs are rolling out 
at remarkable speeds (and at least 
provided 25% to 60% of its population 
with the 1st dose) have been schools 
to re-open, employees returning 
to office and people flocking to 
restaurants and bars. The same is 
also reflected in improvement in PMI 
numbers in UK and Eurozone while 
US PMI remained firm. Thus, until 
vaccination drive picks pace in India, 
localized curbs/night curfews would 

Thus, until 
vaccination drive 
picks pace in India, 
localized curbs/
night curfews would 
continue to affect 
mobility and such is 
reflected by Google 
mobility data which 
shows decline in 
many states like 
Maharashtra, 
Chhattisgarh and 
Madhya Pradesh.

India crossed 
the 6.11 cr mark 
in covid-19 
vaccinations (as 
of March 30), led 
by people over 60, 
as experts warned 
the second wave of 
infections was likely 
linked to a lack of 
testing and contact 
tracing. So far, India 
has fully inoculated 
0.65% of population 
(with both doses) 
and 3.78% with only 
first dose.
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continue to affect mobility and such 
is reflected by Google mobility data 
which shows decline in many states 
like Maharashtra, Chhattisgarh and 
Madhya Pradesh. These curbs have 
weakened consumption demand 
stated media articles and the latest 
streams of high-frequency data 
signal GDP might contract at a rate 
sharper than 1.1% prognosticated by 
the National Statistical Office (NSO) 
in the March quarter.Nomura India 
Business Resumption Index have 
also declined in recent weeks while 
retail inflation is picking up (at 5.03% 
in February) and so is the wholesale 
inflation (at 27-month high of 4.17% in 
February.) Capital goods production 
(in IIP) has a steep 9.6% in January as 
well as a 6.8% annual contraction in 
the production volume of consumer 

non-durables in January. Growth 
in merchandise exports slowed 
to 0.7% on year in February while 
Core imports growth fell to 6.5% in 
February. Two-wheeler sales, a close 
proxy of demand from lower middle 
class, rural India and small towns, 
fell 8.8% on year in January and a 
steeper 16.1% in February, after 11.9% 
rise in December.Other indicators 
like Electricity consumption, port 
cargo volume, rural unemployment, 
Petroleum consumption, Brent 
crude/palm oil prices have also 
worsened in recent month’s data. 
On the rural side, agriculture export, 
global food prices and tractor sales 
were the bright spot.

Apart from demand challenges, 
sections of Corporate India was going 
through a reset phase,with inflated 
raw material costs and core (non-oil, 
non-gold) imports.Besides, some 
of the restoration of cost savings 
would also imply higher costs in 
Q4FY21. Besides, companies are 
worried because they are staring at 
a potential labour shortage, raising 
cost pressures for them should the 
pandemic intensify. According to a 
Mint article, many migrant workers 
who had left big cities after an abrupt 
lockdown last year have not yet 
returned. Besides, many who had 
returned to the metros, especially 
unskilled workers, are once again 
headed home. Considering the plight 
they had last year when they had to 
return back walking in heat, would 
be fresh in their memories and 
would be prepared to leave early. 
labour shortage would hit providers 

of goods and service hardest wince 
they would struggle to fulfill orders, 
clogging supply chains and slowing 
down consumption cycles. While 
nationwide lockdown is a bad idea 
and nobody is factoring in that for 
the time being, the Govt. also needs 
to scale up its vaccination drive. 
In between, however there would 
be tensions and corporate would 
also carry with flexible working 
style. Thankfully, the predictions 
for monsoon has been normal and 
that would soothe the nerves since 
rural India was a saving grace during 
difficult times. However, at the same 
time it would further delay return of 
labour since they would have ample 
work opportunities back home. Thus, 
post-covid-19 world is going through 
a major reset and everybody is 
coming to terms with new order.

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

Apart from demand 
challenges, sections 
of Corporate India 
was going through 
a reset phase, 
which inflated 
raw material costs 
and core (non-oil, 
non-gold) imports. 
Besides, some of the 
restoration of cost 
savings would also 
imply higher costs 
in Q4FY21.

These curbs 
have weakened 
consumption 
demand stated 
media articles and 
the latest streams 
of high-frequency 
data signal GDP 
might contract at a 
rate sharper than 
1.1% prognosticated 
by the National 
Statistical Office 
(NSO) in the March 
quarter.
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Vehicle Scrapping 

Policy will bring 

transformational 

changes in the automo-

bile sector by reducing 

vehicular emission of 

pollutants, it will also 

improve fuel efficiency 

of vehicles, ensure road 

and vehicular safety, 

attract investment, 

boost availability of low 

cost raw materials for 

industries. Hence India 

will become the global 

leader in the automobile 

sector in next five years 

and the country will be 

able to indigenously 

produce 100 per cent 

lithium ion batteries in 

next one year…. NITIN 
GADKARI, Transport 

Minister

The worst is behind 

for the Covid-rav-

aged Indian 

economy and it could go 

only upwards from here, 

with government-backed 

investments crowding 

in the private sector, 

though there is a need 

to be vigilant to ensure 

that the current increase 

in infections does not 

get out of hand…. SHAK-
TIKANTA DAS, Reserve 

Bank of India Governor

The ethanol blend-

ing percentage for 

the current supply 

year is 8.5 per cent, 

therefore, considering 

the large investments 

happening in the ethanol 

production capacities, 

India can achieve the 

target of 10 per cent 

blending in 2022…. 

ABINASH VERMA, Direc-

tor-General, Indian Sugar 

Mill Association (ISMA)

The economy will 

show a synchro-

nous recovery 

with a pickup in domestic 

demand in consumption 

and investment and 

external demand in the 

following 12 months. 

There are strong expec-

tations of private sector 

capex revival in the 

second half… RAHUL 
SHUKLA, Group Head 

- Corporate Banking & 

Business Banking HDFC 

Bank

Companies with 

domestic expo-

sure will gain the 

most with the revival of 

the economy and a big 

opportunity in terms of 

growth going forward 

looks to be more in terms 

of home improvement, 

home construction, 

home development. 

This is a secular theme 

or maybe a structural 

opportunity for the next 

several years…. NILESH 
SHAH, MD & CEO, 

Envision Capital

India makes up about 

7% of world GDP 

based on purchasing 

power parity terms. So, 

when you are that large, 

what happens in India 

has implications for many 

other countries in the 

world, especially coun-

tries in the region…. GITA 
GOPINATH, Chief Econ-

omist of the International 

Monetary Fund (IMF)

If we want to reach 

that $5-trillion econ-

omy, then we have 

to create that middle 

class in semi-urban and 

rural, and make sure 

that the middle level in 

the country gets credit. 

And we have to do that 

quickly. Large corporates 

with integrity, if you are 

okay with them, give 

them licences quickly 

with proper supervision… 

ADITYA PURI, Former 

CEO HDFC Bank

The chemical 

industry is a 

critical and 

integral part of the 

growing Indian economy 

and present enormous 

opportunities of attract-

ing about Rs10 lakh 

crore of investment by 

2025 and creating jobs 

for lakhs of persons… D 
V SADANAND GOWDA, 
Chemicals and Fertilizers 

Minister

PROMINENT 
HEADLINES 
MARCH 2021
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The GST collection in 

the last five months 

was continuously 

more than Rs one lakh 

crore...Because of the steps 

taken by the government 

during Covid, V-shaped 

economic recovery is 

happening. And world 

over, agencies have stated 

India will witness double 

digit growth in 2021-22… 

ANURAG SINGH THAKUR, 
Minister of State for Finance

India continues to be the 

leader though China is 

rising rapidly. China is 

moving from an export-led 

economy to a consumer 

economy just like the US. 

India, on the other hand, 

is moving towards a more 

and more export-led 

economy... MARK MOBIUS, 
founder of Mobius Capital

Man-made reces-

sion induced 

collapse in 

economy, and not due 

to covid but it was due to 

government actions. Never 

in history had governments 

restricted people’s move-

ment outside home and the 

right to earn livelihoods. 

The lockdown killed many 

businesses… MARC FABER, 
director of Marc Faber Ltd,

We need to grow 

at 10.5% to 11% 

in real terms in 

2021-22 and then sustain 

that to overcome massive 

ill-effects of the COVID-19 

pandemic…RAJIV KUMAR, 
Chairman Niti Aayog

This market cycle is 

unique and cannot 

be likened to the 

global financial crisis 

period or the taper tantrum 

in 2013. Markets can 

remain volatile between 

now and May/June. I don’t 

think the central bank 

will raise interest rates for 

some time, but markets 

will try pricing when this 

(rate hike) might happen…

ANDREW HOLLAND, CEO 

of Avendus Capital

Disinvestment will 

improve the com-

petitive condition 

in India because no one 

will be able to claim that 

they have special support 

from the government…

ALEXENDRA DE JUNIAC, 
IATA Chief

People who tried to 

buy the recent “hot” 

IPO are really lucky. 

They are getting a second 

chance to buy the same 

stock at below IPO price… 

SAMIR ARORA, Founder & 

fund manager, Helios Capita

The tug of war 

between accommo-

dative policies and 

robust growth is unlikely to 

derail the recovery, but it 

could result in heightened 

volatility nonetheless…

CHRISTIAN KELLER, Head 

of Economics Research, 

Barclays Investment Bank

Proposed hike in the 
foreign direct invest-
ment (FDI) limit in 
insurance to 74% from 
49% will help insurers 
that are struggling with 
liquidity pressure boost 
solvency. As much as 
Rs 26,000-crore FDI has 
flowed into the grow-
ing insurance sector 
since 2015 after the 
cap was raised to 49% 
from 26%....… NIRMALA 
SITHARAMAN, Finance 
Minister

The country requires 
growth at this juncture, 
even with economic 
tradeoffs, as it aspires to 
increase its dominance 
and self- reliance in 
the global economy….   
KRISHNAMURTHY 
SUBRAMANIAN, Chief 
Economic Advisor
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How vulnerable are Indian markets 
to the increase in the bond yields 
in US, inflation coming back and 
interest rate hikes in India going 
forward?

One of the reasons for Indian markets 
to have seen such sharp uptick in 
CY20 has been equity inflows. With 
rising bond yields, interest rates 
globally could see an increase which 
could pause the equity flows to India. 
Further, if inflation continue to rise 
beyond the central banks threshold 
then there is strong possibility of 
interest hikes in India as well.

There has been a fresh spike in 
Covid-19 cases. In that context do 
you think, the equity markets are 
yet to discount the worst expected 
outcome?

If Covid – 19 cases continue to rise 
there will be some near term negative 

impact on equity markets. Having 
said this, we believe the vaccination 
drive undertaken would somewhat 
negate this impact and we do not 
expect the impact to be as significant 
as was seen in Mar/Apr-20.

Higher crude and metal prices 
would feed into higher inflation 
and affect demand with a lag. The 
shortage of semiconductors has 
also been a pinpoint given India’s 
heavy dependence on imports. How 
challenging would be for RBI and 
Govt. from here on?

Agree. There would be some demand 
impact if it continues for next 2-3 
quarters. Shortage of semiconductor 
is mainly due to supply side 
challenges for industry. We believe 
the RBI and Government have been 
doing a good job.

Mr. Yogesh Patil, Fund Manager – Equity, LIC Mutual Fund

Q&A WITH FUND MANAGER

If Covid – 19 cases 
continue to rise 
there will be some 
near term negative 
impact on equity 
markets. Having 
said this, we believe 
the vaccination 
drive undertaken 
would somewhat 
negate this impact 
and we do not 
expect the impact 
to be as significant 
as was seen in Mar/
Apr-20.
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Do you anticipate speed breakers in 
corporate earnings expectations for 
FY22? How do you anticipate Q4FY21 
corporate results?

Most of the high-frequency indicators 
as well as on- ground checks are 
indicating demand momentum 
sustaining. On YoY basis, 4QFY21 
will look much better as there is an 
impact of low base as the country 
went into lockdown. 

What could emerge as major themes 
going forward and the sectors to 
look forward to?

India is one of the fastest growing 
economy in the world with highest 
proportion of millennials and we 
believe there exists many drivers 
supporting growth like Consolidation, 
Digitalization, Reforms, Domestic 
Manufacturing etc. We remain 
positive in long term on domestic 
consumption, Private banks, logistics 

and we also like IT due to technology 
transformation globally. 

There are lot of action in the PSU 
space with privatization buzz. What 
are your views on PSU sector?

A large part of change will depend 
on new management capabilities and 
their outlook.

What’s your view on the broader 
markets? Do you see them to 
outperform benchmark indices in 
2-3 years?

Predicting the markets is a futile 
exercise. My recommendation to 
investors would be to not give too 
much attention to news however, one 
needs to be cautious with respect 
to change in trend or long-term 
direction. In a bull market we tend 
to ignore risks and focus on returns. 
With more parameters, consistency 
and predictability is reduced which 
increases volatility. Do not change 
your investment philosophy based 
on index levels. Sticking to your asset 
allocations and following disciplined 
investment process is key to avoid 
taking undue risks beyond risk 
appetite. While volatility will persist 
(and we cannot be immune to it), 
staying disciplined in investment 
will remain important and deliver 
satisfying performance in the long 
run.  

Any event or risks which investors 
should watch out for in FY22 and 
beyond?

Inflation is the biggest risk if it 
continues beyond a certain point. In 

short term Indian market is largely 
driven by global factors, domestic 
macros, currency movements and 
government policies rather than 
underlying fundamentals and 
intrinsic value of stocks.

How could investors align their 
portfolio given the high level of 
market volatility?

Investor should have clarity about 
the investment objective in terms of 
time horizon, specific financial goals 
to be met. It should be complimented 
with their understanding of where 
they stand on risk taking ability and 
appetite. This will give clarity about 
how an individual can plan optimal 
asset allocation. Sticking to your asset 
allocations and following disciplined 
investment process is key to avoid 
taking undue risks beyond risk 
appetite.

Predicting the 
markets is a futile 
exercise. My 
recommendation to 
investors would be 
to not give too much 
attention to news 
however, one needs 
to be cautious with 
respect to change in 
trend or long-term 
direction.

In short term Indian 
market is largely 
driven by global 
factors, domestic 
macros, currency 
movements and 
government 
policies rather 
than underlying 
fundamentals and 
intrinsic value of 
stocks.

Disclaimer: This disclaimer informs readers that the views, thoughts, and opinions expressed in the article belong 
solely to the author, and not necessarily to the author’s employer, organization, committee or other group or 
individual.

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS, 
READ ALL SCHEME RELATED DOCUMENTS CAREFULLY.
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Investment Objective
The scheme seeks to generate long term capital 
appreciation by investing substantially in a portfolio of 
equity and equity linked instruments of large cap and 
midcap companies. The Scheme may also invest a certain 
portion of its corpus in debt and money market securities.

Who Should Invest? 
  The fund is suitable for the investors who are looking 

for capital appreciation with a long-term investment 
horizon.

  Those who would like to invest in both large-cap and 
mid-cap stocks.

  Those who would like to invest in securities of large cap 
& midcap category.

  Those who have an investment horizon of more than 3 
years.

Scheme Characteristics
Minimum investment in equity & equity related 
instruments of large cap companies - 35% of total 
assets. Minimum investment in equity & equity related 
instruments of mid cap stocks - 35% of total assets.

Investment Strategy
The Fund will maintain a well diversified portfolio 
within the definition of Large & mid - cap companies. 
The investment manager will seek capital appreciation 
by investing in equity and equity related instruments 
of the companies where the company’s valuation does 
not fully reflect the company’s fundamentals from the 
large & mid cap universe. In order to identify such 
investment opportunities, the investment manager will 
conduct analysis of the fundamentals and determine the 
attractiveness of investment opportunities. Such analysis 
will typically include, among other things, the financial 
condition of the company, valuation and liquidity of 
the securities. The portfolio will endeavour to focus 

primarily on a buy and hold strategy at most times. The 
investment universe will be reviewed monthly. Objective 
of the review is to rebalance the portfolio with companies 
meeting the above criteria within 30 days from the date of 
deviation.

  Investing in the stocks large and mid-cap stocks in pre-
defined proportion providing the diversification benefit to 
investors.

  Identify companies from the universe with strong 
competitive position in a good business and having 
quality management.

  Focus on fundamental driven investment.

  Following bottom up approach to stock selection and 
looking at intrinsic value.

Important Information
NAV (G) (Rs.) 19.07
NAV (D) (Rs.) 16.78
Inception Date Feb 25, 2015
Fund size(Rs.Cr.) 979
Fund Manager Mr. Yogesh Patil
Entry load Nil
Exit Load For units in excess of 12% of the 

investment, 1% if exit <= 1 Year
Benchmark Nifty Large Midcap 250 TRI
Min Investment (Rs.) 5000
Min SIP Investment (Rs.) 1000

Key Ratios

Beta (x) 0.90

Standard deviation (%) 6.38

Sharpe Ratio 0.08

Alpha (%) -2.69

R Squared 91.28

Expense ratio (%) 2.51

Portfolio Turnover ratio (%) 0.38

Avg Market cap (Rs. Cr.) 81202.9

Mutual Fund Overview 
LIC MF LARGE & MID CAP FUND
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Performance of the Fund alongwith Benchmark (as on Mar 24, 2021)
1 month 3 months 6 months 1 year 3 Years 5 Years Since Inception

Fund (%) -1.12 4.76 29.18 67.39 10.36 15.82 11.33
Benchmark (%) 0.66 10.77 36.50 91.07 13.58 15.04

Asset Allocation

Equity Cash

96.56% 3.44%
17.0 

13.1 

11.6 

10.3 

8.3 

6.8 

5.8 

5.8 

2.7 

2.2 

Banks 

Software 

Chemicals 

Pharmaceuticals 

Consumer Durables 

Consumer Non Durables 

Retailing 

Finance 

Petroleum Products 

Gas 

% SECTOR ALLOCATION Portfolio as on Feb 28, 2021
Stocks % of Net assets
ICICI Bank 7.3
HDFC Bank 6.6
Infosys 6.5
Tata Chemicals 4.9
Tata Consultancy Services 3.3
Voltas 3.1
Avenue Supermarts 3.0
Bajaj Finance 2.9
Reliance Industries 2.7
Vinati Organics 2.6

Note: All data are as on Feb 28, 2021; NAV are as on Mar 24, 2021
Source: Factsheet, Value Research

Ashika Mutual Fund Recommendation Alpha Generation

Month of 
Recom

Fund Name Benchmark NAV as on 
25.03.2021

1 Year 
Return 

(%)

3 Year 
Return  

(%)

5 Year 
Return 

(%)

Apr-20 DSP - Top 100 Equity Fund Reg (G) S&P BSE 100 TRI 249.6 76.7 9.7 11.5

May-20 Axis - Focused 25 Fund Reg (G) NSE - Nifty 50 TRI 37.4 69.5 15.0 17.5

Jun-20 Nippon India - Tax Saver (G) S&P BSE 100 TRI 61.6 82.6 2.5 7.8

Jul-20 SBI - Small Cap Fund Reg (G) S&P BSE Small Cap TRI 78.6 106.6 12.8 20.3

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

NSE - Nifty 50 TRI 74.7 78.1 11.2 12.9

Sep-20 Sundaram - Services Fund (G) S&P BSE 200 TRI 15.4 83.8 0.0 0.0

Oct-20 Invesco - India Contra Fund (G) S&P BSE 500 TRI 62.4 84.7 12.1 16.4

Nov-20 Mirae - Asset Tax Saver Fund Reg (G) S&P BSE 200 TRI 25.1 102.4 17.6 21.0

Dec-20 Mirae - Asset Large Cap Fund Reg (G) NSE - NIFTY 100 TRI 64.9 83.3 13.5 16.0

Jan-21 Quant - Active Fund (G) NSE - Nifty 500 TRI 298.9 138.6 20.3 19.7

Feb-21 Kotak - Tax Saver Scheme (G) S&P BSE Sensex TRI 58.0 82.9 13.9 15.1

Mar-21 Quant - Small Cap Fund (G) NSE - NIFTY SMALLCAP 250 
TRI

82.5 192.6 17.8 12.9

Note: All data are as on Feb 28, 2021; NAV are as on Mar 24, 2021
Source: Factsheet, Value Research
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All Data Belongs To March 24, 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) 284.6 3580 9.4 38.4 84.2 11.5 13.8 13.8 0.3 2.2 

Mirae - Asset Emerging Bluechip Fund 
Reg (G)

77.3 15785 11.4 39.7 101.1 18.1 21.1 20.8 0.6 1.7 

ICICI Pru - Large & Mid Cap Fund Reg (G) 405.5 3646 10.4 40.5 86.7 9.8 12.8 17.7 0.3 2.1 

LIC - Large & Mid Cap Fund - Reg (G) 19.1 979 4.8 29.2 67.4 10.4 15.8 11.2 0.3 2.5 

Sundaram - Large and Mid Cap Fund (G) 43.3 1479 10.9 33.9 80.7 11.5 14.9 11.0 0.3 2.3 

Large & Mid Cap Fund

Value Fund

SBI - Contra Fund Reg (G) 151.2 1824 13.5 50.4 117.0 11.0 12.9 16.5 0.3 2.3 

IDFC - Sterling Value Fund Reg (G) 63.5 3169 17.5 49.6 123.5 5.9 14.5 15.0 0.2 2.0 

Nippon India - Value Fund (G) 95.2 3495 10.8 39.4 94.2 11.4 14.5 15.3 0.3 2.1 

Kotak - India EQ Contra Fund (G) 68.9 934 10.3 37.8 91.0 13.9 16.2 13.1 0.5 2.4 

Invesco - India Contra Fund (G) 62.4 6431 6.6 32.7 84.7 12.1 16.4 14.0 0.4 1.8 

Focus Fund

Axis - Focused 25 Fund Reg (G) 37.4 14699 2.3 34.1 69.5 15.0 17.5 16.2 0.5 1.7 

Mirae - Asset Focused Fund Reg (G) 15.6 5180 10.8 36.4 101.6 0.0 0.0 26.0 0.0 1.9 

SBI - Focused Equity Fund Reg (G) 185.0 13800 6.2 34.7 67.1 13.2 15.7 19.2 0.4 1.9 

DSP - Focus Fund Reg Fund (G) 29.0 1989 5.0 29.4 79.0 10.7 12.2 10.2 0.3 2.1 

Sundaram - Select Focus Reg (G) 225.7 1217 6.1 31.4 76.7 12.4 14.1 18.1 0.4 2.3 

ELSS Fund

Quant - Tax Plan (G) 156.2 66 15.0 42.9 149.1 21.4 21.3 14.6 0.6 2.5 

Kotak - Tax Saver Scheme (G) 58.0 1679 9.1 34.1 82.9 13.9 15.1 12.1 0.4 2.2 

Mirae - Asset Tax Saver Fund Reg (G) 25.1 6351 10.4 38.3 102.4 17.6 21.0 19.2 0.5 1.8 

Axis - Long Term Equity Fund (G) 60.6 27216 4.0 37.1 70.6 15.4 15.8 17.3 0.5 1.6 

SBI - Long Term Equity Fund Reg (G) 179.4 9184 6.9 32.5 87.7 9.8 11.3 14.1 0.3 2.0 

Flexi Cap Fund

Quant - Active Fund (G) 298.9 203 14.1 39.8 138.6 20.3 19.7 18.5 0.6 2.5 

SBI - Flexi Cap Fund Reg (G) 62.0 11539 8.8 38.6 81.3 11.1 13.9 12.5 0.3 2.1 

Kotak - Flexi Cap Fund Reg (G) 44.5 34515 8.0 33.4 80.8 12.4 15.1 13.6 0.4 1.6 

Motilal Oswal - Flexi Cap Fund Reg (G) 31.5 11816 7.1 30.0 75.2 7.2 13.8 18.1 0.2 1.7 

Parag Parikh - Flexi Cap Fund Reg (G) 38.2 7452 9.5 27.7 97.1 19.4 18.1 18.6 0.7 1.9 

Small Cap Fund

Quant - Small Cap Fund (G) 82.5 135 19.8 45.4 192.6 17.8 12.9 13.3 0.5 2.4 

SBI - Small Cap Fund Reg (G) 78.6 7311 12.7 39.1 106.6 12.8 20.3 19.6 0.3 2.0 

Axis - Small Cap Fund Reg (G) 42.7 4165 10.3 33.9 84.7 16.8 17.8 21.9 0.5 2.0 

Invesco - India Smallcap Fund Reg (G) 15.2 856 14.9 39.0 98.2 0.0 0.0 18.5 0.0 2.3 

ICICI Pru - Smallcap Fund Reg (G) 36.0 1991 15.5 44.7 116.0 9.4 14.0 10.0 0.2 2.2 
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Thematic/Sectoral Fund

All Data Belongs To March 24, 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) 49.7 987 15.5 57.8 95.2 8.5 12.7 14.7 0.2 2.4 

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

71.5 3592 10.8 51.3 92.8 8.8 17.0 16.9 0.3 2.1 

Nippon India - Pharma Fund (G) 246.0 4159 (2.7) 12.8 83.0 23.0 13.0 21.0 0.7 2.7 

Sundaram - Rural and Consumption Fund 
Reg (G)

48.9 1362 3.8 25.6 66.8 6.6 13.7 11.3 0.1 2.2 

Aditya Birla SL - Digital India Fund Reg (G) 96.6 1016 12.5 40.1 135.2 27.1 22.1 9.1 0.9 2.6 

Blance/BAF Fund

SBI - Equity Hybrid Fund Reg (G) 171.3 36765 5.4 27.4 55.0 12.3 12.8 13.0 0.5 1.7 

Sundaram - Equity Hybrid Fund Reg (G) 111.1 1656 6.2 24.6 56.8 10.8 12.8 12.6 0.4 2.2 

ICICI Pru - Balanced Advantage Fund Reg 
(G)

44.1 29912 4.5 19.9 53.7 10.3 11.5 10.9 0.4 1.8 

Kotak - Balanced Advantage Fund Reg (G) 13.1 7001 3.5 14.0 53.9 0.0 0.0 10.6 0.0 1.9 

Aditya Birla SL - Balanced Advantage 
Fund (G)

65.0 2868 2.2 21.5 54.4 9.6 11.7 9.3 0.4 2.0 

Equity Savings Fund

Aditya Birla SL - Equity Savings Fund Reg 
(G)

16.0 481 3.7 15.7 33.6 7.8 9.1 7.7 0.3 2.5 

DSP - Equity Saving Fund Reg (G) 14.6 374 3.6 13.7 34.6 6.2 7.7 7.7 0.1 2.4 

Kotak - Equity Savings Fund Reg (G) 16.7 1382 1.9 10.5 31.1 8.3 8.9 8.2 0.4 2.2 

Nippon India - Equity Savings Fund Reg (G) 11.4 313 4.3 15.2 30.3 (2.6) 2.5 2.3 (0.5) 2.6 

SBI - Equity Savings Fund Reg (G) 15.7 1343 3.5 16.5 39.0 8.3 8.6 8.0 0.3 1.8 

Arbitrage Fund

Aditya Birla SL - Arbitrage Fund Reg (G) 20.8 5230 1.0 1.7 3.9 5.2 5.6 6.5 0.7 0.9 

ICICI Pru - Equity Arbitrage Fund Reg (G) 26.8 10462 0.9 1.7 4.1 5.2 5.6 7.2 0.7 1.0 

Kotak - Equity Arbitrage Fund (G) 29.0 16362 1.0 1.8 4.1 5.3 5.7 7.1 0.8 1.0 

Nippon India - Arbitrage Fund (G) 20.8 9936 0.9 1.7 4.1 5.4 5.7 7.2 0.8 1.0 

SBI - Arbitrage Opp Fund Reg (G) 26.2 3401 0.8 1.5 3.0 4.9 5.4 6.9 0.3 0.9 

Index Fund

HDFC - Index Fund-NIFTY 50 Plan - (G) 133.3 2577 6.0 35.0 86.9 14.1 14.3 14.6 0.4 0.3 

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

30.2 1008 6.8 32.9 82.0 6.6 13.0 10.8 0.1 0.9 

HDFC - Index Fund - Sensex Plan 439.3 1770 4.8 34.7 85.2 15.3 15.0 15.0 0.3 0.3 

Motilal Oswal - Nasdaq 100 FOF (G) 19.9 2004 1.5 17.6 70.1 0.0 0.0 33.7 0.0 0.5 

Motilal Oswal - S&P 500 Index Fund Reg (G) 12.8 958 4.3 17.9 0.0 0.0 0.0 29.8 0.0 1.2 
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Dynamic/Multi Assets

Invesco - India Dynamic Equity Fund 
(G)

32.9 664 0.1 22.68 
(23/03/2020)

2.1 12.6 41.9 7.3 0.1 2.4 

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

69.1 9860 0.6 43.7926 
(23/03/2020)

4.3 20.2 55.9 12.3 0.6 1.5 

ICICI Pru - Multi Asset Fund (G) 329.5 11307 0.4 196.1272 
(23/03/2020)

8.7 33.0 66.7 11.5 0.3 1.8 

SBI - Dynamic Asset Allocation Fund 
(G)

15.3 624 0.2 11.0136 
(23/03/2020)

3.0 18.0 37.3 7.2 0.2 2.0 

DSP - Dynamic Asset Allocation Reg 
(G)

18.4 2985 0.5 13.409 
(23/03/2020)

1.5 13.5 36.2 10.7 0.4 2.0 

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

Solutions

All Data Belongs To March 24, 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)

12.0 459 0.0 10.9304 
(26/03/2020)

(0.1) 2.2 9.7 9.0 0.0 2.2 

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

12.1 191 0.0 7.07 
(23/03/2020)

3.9 23.6 68.4 10.1 0.0 2.5 

HDFC - Retirement Savings Fund 
Hybrid Equity Reg (G)

21.1 571 0.5 12.743 
(23/03/2020)

6.1 27.7 64.6 12.9 0.4 2.5 

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

12.5 395 0.0 7.38 
(23/03/2020)

3.6 22.8 66.8 9.6 0.0 2.7 

ICICI Pru - Child Care Gift Plan Reg 164.2 716 0.2 103.1 
(23/03/2020)

5.2 24.8 56.2 8.0 0.2 2.4 
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STOCK PICKS

Vardhman Textiles Ltd.

Company overview
Vardhman Textiles Ltd. (VTL) is one 
of the leading textile manufacturers 
of India having its presence across a 
wide spectrum from manufacturing 
yarns to fabric. The Company is 
engaged in manufacturing of cotton 
yarn synthetic yarn and woven fabric. 
The Company expanded its product 
offerings and entered into strategic 
alliance with leading global textile 
players to gain access to state-of-
the-art technologies. Yarn constitutes 
the largest business for Vardhman 
Textiles with over 11 lakhs spindles 
and has a capacity to manufacture 

over 588 MT of yarn per day. The 
company’s fabric division has a 
weaving capacity above 180 million 
meters per annum and processing 
capacity of over 140 million meters 
per annum across a wide specialty 
fabrics’ range. Vardhman Textiles 
has expansive manufacturing setup 
spanning 22 units across 6 states in 
India. Vardhman Textiles is one of the 
very few vertically integrated fabric 
manufacturers in India producing 
fabrics for both tops and bottoms in 
the apparel segment serving large 
retailers across USA Europe Asia and 
other emerging nations.

Investment Rationale
Capacity expansion to aid 
growth 
VTL is continuously doing capacity 
expansion in ordered to meet the 
continuous increase in demand. In 
last two years, the company had 
incurred capex of ~ Rs. 1450 crore, 
out of which the company has 
spent ~800 crore in FY19 and has 
spent another 650 crore in FY20 to 
expanding its fabric capacity to 180 
million metre and also add 100,000 
spindles. The management indicated 
that yarn demand was improving due 
to enhanced demand from China as 

Company Information
BSE Code 502986
NSE Code VTL
Bloomberg Code VTEX IN
ISIN INE825A01012
Market Cap (Rs. Cr) 7598
Outstanding shares (Cr) 5.8
52-wk Hi/Lo (Rs.) 1289.75 / 601.05
Avg. daily volume (1yr. on NSE) 41676
Face Value (Rs.) 10
Book Value 1079.1

CMP: Rs 1300 Rating: BUY Target: Rs 1550

Promoters, 62.8%

DIIs, 21.6%

FIIs, 5.3%
Others, 10.3%

Share holding pattern as on  December 2020
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Chinese exporters to US were keen 
on showing raw material sourcing 
from India and other destinations. 
VTL is focusing on increasing the 
share of fabrics in overall revenues 
and expanding its fabric capacity. 
VTL plans to expand its yarn capacity 
by ~1 lakh spindles with capex of 
~Rs. 700 crore. VTL indicated that 
the new capacity would be in Madhya 
Pradesh. The company expects to 
complete the project in the next 12 
months. In FY19, VTL has incurred 
a capex of Rs. 800 crore to increase 
the fabric capacity. Yarn capacity 
ramp-up would be quicker than that 
of fabric owing to the demand sce-
nario. Post the entire capacity coming 
on stream (by FY22), the revenue 
(adjusted for captive consumption) at 
full capacity could result in revenue 
growth of 10-12% (Rs. 700-1,000 
crore) on the current level.

Cotton prices would be the key 
trigger for margins
Cotton yarn prices have increased 
sharply in India since the beginning 
of this year in view of a surge in 
cotton prices, besides domestic and 
export demand. Recently cotton 
prices have been at an elevated level. 
According to Trading Economics 
Website, cotton has gained over 
13% since the beginning of 2021, 

with prices rising nearly 10% in 
February. Industry estimates suggest 
that world cotton output in Cotton 
Season 2021 (CS2021) could be lower 
by ~ 5%-8% which is ~ 50 million 
bales which could lead to increase in 
cotton prices going ahead. Traders, 
millers and brokers are upbeat that 
the rising trend in cotton prices will 
sustain in 2021-22 owing to projec-
tions of lower sowing in major cotton 
growing countries such as the United 
States, Brazil and India. Domestic 
cotton prices have increased as 
the domestic cotton production is 
expected to be much lower than 
expected earlier. As against the 
earlier estimate of 40 million bales, 
the industry now expects the 2020-21 

cotton production to be about 33 
million bales. VTL has exhausted the 
low cost inventory and has purchased 
cotton at ~ Rs. 40000 per candy. The 
management indicated that the global 
cotton scenario remains tough and 
if cotton prices rise further then it 
could aid in improvement of margins. 
Another aspect that could enable VTL 
to mitigate the volatility in the mar-
gin would be its increased revenue 
share from fabric segment due to 
new fabric capacity expansion.

Distinct advantage
Higher value addition in yarn and 
fabric, vertical integration in fabric 
business and strong relationships 
with the end-customers, have 
been the key moats of Vardhman’s 
business built over decades. The 
company’s yarn division has operated 
at a premium yarn-cotton spread 
relative to the industry benchmark, 
given a higher proportion of val-
ue-added yarn and strong customer 
relationships. The management is 
now committed to expanding its 
processed fabric division, to cushion 
company-level margins from any 
adverse movements in cotton prices.

Healthy balance sheet position 
continues
In the last six years, VTL financial 
performance have shown healthy 
growth. The company managed to 
maintain the EBITDA margins over 
15% during this period. During the 
FY16-FY20, VTL has made a cap-
ital expenditure of Rs. 2700 crore 
compared to Rs. 2500 crore during 
the FY10-FY15 period, as the company 
seeks to improve the efficiency of 
existing assets. Despite significant 
capex in last few years, the manage-
ment strongly followed fiscal disci-
pline and has always strived to keep 
its debt equity ratio below 1. During 
this period, improving free cash flow 
generation has aided the company 
in de-leveraging its balance sheet, 
as it seeks to repay its high cost 

Vardhman Textile 3Yr. Price Chart
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VTL is focusing 
on increasing the 
share of fabrics in 
overall revenues and 
expanding its fabric 
capacity. VTL plans 
to expand its yarn 
capacity by ~1 lakh 
spindles with capex 
of ~Rs. 700 crore.
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working capital loan and reduce its 
net-debt–to-equity ratio. Recently, 
VTL is amidst capex of Rs. 700 crore 
which is on-track and is likely to be 
completed in FY22. With the new 
capacities coming on stream in a 
phased manner, it is expected that 
volume traction would be witnessed 
over the long run. Going ahead, it 
is expected that the company will 
continue to generate healthy cash-
flow which will help the company to 
further de-leverage its balance sheet 
and improve margin.

Key Risks
  Delay/change in government 

policies (domestic and international) 
like the FTAs, subsidies could impact 
the company’s operations

  A decline in cotton prices and 
currency appreciation could impact 
margins

  Delay in ramp-up of new capacities.

Valuation
VTL is one of the leading textile 
manufacturers of India having its 
presence across a wide spectrum 
from manufacturing yarns to fabric. 
Cotton yarn prices have increased 
sharply in India since the beginning 

of this year in view of a surge in 
cotton prices, besides domestic and 
export demand. Domestic cotton 
prices have increased as the domestic 
cotton production is expected to be 
much lower than expected earlier. 
The rising trend in cotton prices will 
sustain in 2021-22 owing to projec-
tions of lower sowing in major cotton 
growing countries such as the United 
States, Brazil and India. The manage-
ment indicated that the global cotton 

scenario remains tough and if cotton 
prices rise further then it could aid in 
improvement of margins. VTL is con-
tinuously doing capacity expansion 
in ordered to meet the continuous 
increase in demand. VTL is focusing 
on increasing the share of fabrics in 
overall revenues and expanding its 
fabric capacity. The management 
indicated that yarn demand was 
improving due to enhanced demand 
from China as Chinese exporters 
to US were keen on showing raw 
material sourcing from India and 
other destinations. The company has 
maintained healthy balance sheet 
despite significant capex in last few 
years. The management strongly fol-
lowed fiscal discipline and has always 
strived to keep its debt equity ratio 
below 1. Going ahead, higher value 
addition in yarn and fabric, vertical 
integration in fabric business, capac-
ity addition and strong relationships 
with the end-customers, will help the 
company improve its performance 
and margins in the long run. Hence, 
we recommend our investors to BUY 
the scrip for a target of Rs. 1550 from 
12 months investment perspective. 
Currently, the scrip is valued at P/E 
multiple of 9.5x on FY22E EPS.

Particulars (in Rs Cr) FY20 FY21E FY22E FY23E

Net Sales 6735.0 6081.7 7669.0 8182.9

Growth (%) -2.1 -9.7 26.1 6.7

EBITDA 937.4 766.3 1334.4 1432.0

EBITDA Margin (%) 13.9 12.6 17.4 17.5

Net profit 578.8 371.0 789.9 867.4

Net Profit Margin (%) 8.6 6.1 10.3 10.6

EPS (Rs) 102.2 64.5 137.3 150.8
Consensus Estimate: Bloomberg

Cotton yarn prices 
have increased 
sharply in India 
since the beginning 
of this year in view 
of a surge in cotton 
prices, besides 
domestic and export 
demand and are 
likely to sustain 
owing to projections 
of lower sowing in 
major cotton growing 
countries.
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CMP: Rs 163 Rating: BUY Target: Rs 208

STOCK PICKS

Kirloskar Oil Engines Ltd.

Company overview
Kirloskar oil engines Ltd. (KOEL) is 
one of the world’s largest generating 
set manufacturers, specializing in 
manufacturing of both air-cooled 
and water-cooled engines (2.5HP to 
740HP) and diesel generating sets 
across a wide range of power output 
from 5kVA to 3,000kVA. The com-
pany is India’s largest diesel genset 
supplier with a volume/value market 
share of 34%/23%. Company has well 
established market presence in the 
agriculture and industrial sectors and 
bulk of the revenue is derived from 
sales of diesel-powered farm pump 
sets (agriculture) and engines for 
construction equipment (industrial). 

In 2017, KOEL acquired Gujarat-based 
submersible pumpsets manufacturer 
La-Gajjar Machineries Pvt. Ltd. and 
that has provided KOEL a significant 
presence in the electric pump market 
which is expected to grow at faster 
rate in next 4-5 years.

Investment Rationale
Government’s thrust on infra-
structure development to benefit 
capital goods sector
Post COVID-19, Indian economy 
need stimulus from government 
end to recover faster. Infrastructure 
development is most crucial for 
the government to pull back the 
economy from trough which was 

affected by COVID-19 disruptions. 
The government’s increasing focus 
on infrastructure availability, 
affordable housing, thrust on rural 
electrification, 100% electrification 
of railway network by 2025, and 
increasing metro rail to 25 cities 
by 2025 are expected to propel the 
growth for Capital goods companies. 
Government has envisaged capital 
expenditure to the tune of Rs 111 lakh 
crore in the infrastructure sector 
between FY20-25, which provides 
ample scope of growth for companies 
related to infrastructure develop-
ment like Kirloskar oil engines. The 
continued thrust of government 
on infrastructure investments 

Company Information
BSE Code 533293
NSE Code KIRLOSENG
Bloomberg Code KOEL IN
ISIN INE146L01010
Market Cap (Rs. Cr) 2370
Outstanding shares(Cr) 14.46
52-wk Hi/Lo (Rs.) 184.7/70.0
Avg. daily volume (1yr. on NSE) 206,330
Face Value(Rs.) 2.0
Book Value (Rs) 128.57

Promoters, 59.44%

DIIs, 10.51%
FIIs, 10.25%
Others, 19.80%

Share holding pattern as on December 2020



19 April 2021INSIGHT

is expected to improve demand 
environment across railways, metros, 
roads, data centers, healthcare, and 
real estates, where the demand for 
back-up power gensets is expected 
to improve. It is expected that going 
forward nearly 85-90% of gensets will 
be used as back-up power which will 
augur well for KOEL. Thus, the next 
leg of growth for diesel gensets will 
come from increasing government 
spending in infrastructure as well as 
industrial capex.

Healthy market share in power 
gensets
Power generator is the largest reve-
nue contributor of KOEL, accounting 
44% of revenue followed by Agri-
culture pumsets (17.3%), Industrial 
engines (17.8%), Large engines (5.6%) 
and customer support (14.9%). KOEL 
has been dominating the power 
generator market for last 3 decades. 
Company offers widest range of Pet-
rol and diesel power generating sets 
(2-1010 kVA) used for power back-up 
in Industrial, Residential & Commer-
cial establishments and also in special 
applications such as Telecom. The 
rollout of 5G Asia Pacific regions will 
boost the demand for telecom power 
generator which in turn bode well for 
KOEL. During FY20, there was some 
slack in the overall genset industry 
owing to unfavorable economic 
conditions topped by COVID-19. 
However, the scenario is improving, 
and the company is witnessing some 

green shoots as the economy started 
to recover from trough. Through its 
newly launched i-Green gensets in 
low and medium KVA ranges along 
with its first to offer loT-enabled 
Genset, company has gained market 
share in High Horse Power (HHP) 
genset. The i-Greenrange remains 
the market leader with significant 
improvements in IoT activations and 
is getting encouraging response from 
customers. Overall, the current mar-
ket share in LHP (upto 30kva) is at 
39-40% while in MHP (30-200kva), it 
is 35-37% and in HHP (200kva+) at 19 
20%. With India going to implement 
BSIV CEV (off-highway) emission 
norms and Central Pollution Control 
Board (CPCB) IV+ emission norms for 
engines used in generators, KOEL is 
well placed to address the upcoming 
changes in the Indian markets. Going 
ahead, KOEL’s 80% of total product 

portfolio will be under CPCB-IV plus 
regulations and company will be in 
well positioned to cater the market 
demand.

Strong traction in Agriculture 
pumpset business
Agriculture pumpset division account 
17.3% of total revenue and has strong 
traction given government focus on 
increasing rural income, good rabi 
crops and higher MSPs. The diesel 
pumpset market was shrinking 
due to the increased availability of 
electricity in rural India while the 
demand for electric pumpset has 
been witnessing strong demand in 
past few quarters. Electric pumpsets 
are gaining the market share over 
diesel pumpsets on the back of 
electricity availability in rural areas. 
Government schemes such as “Deen-
dayal Upadhyay Gram Jyoti Yojana” 
for rural electrification, “Saubhagya 
Yojana” for rural household elec-
trification are majorly contributing 
for growth of Electric Pump market. 
During Q3FY21, Agriculture and 
allied products division witnessed 
44% YoY growth in revenue led by 
strong volume growth in agriculture 
power tillers due to restrictions on 
imports and robust electric pump 
sales which nearly doubled during 
the quarter. Overall Agriculture & 
related industries are expected to be 
on priority for government & formu-
lations of policies and there will be 
strong traction in this business going 
forward. Further, KOEL is launching 
new products in the market which 
will be the key growth driver for the 
company in coming years and man-
agement expects agriculture portfolio 
to contribute 40-50% of revenue in 
next 4-5 years.

Industrial business reported 
robust growth in Q3FY21
In industrial engine division, KOEL 
manufacture diesel engines for 
construction and earth moving 
equipments. The Industrial engine 
division contributes around 18% in 
topline. With new emission norms to 

KOEL 3 year Price Chart
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Agriculture pumpset 
division account 
17.3% of total revenue 
and has strong 
traction given 
government focus 
on increasing rural 
income, good rabi 
crops and higher 
MSPs.
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come into effect in next few months, 
KOEL is well geared to address the 
upcoming changes in the market. The 
company had initiated a program to 
launch superior electronic engines 
with key customers last year and 
that has progressed well and it has 
developed multiple power nodes of 
the BS-IV engines to cater to a vast 
range of equipment across Construc-
tion Equipment Vehicles. KOEL is 
also working with all leading OEMs 
and supplied them proto engines and 
is ready to launch engines comply-
ing the new emission norms. The 
engine division has reported robust 
revenue growth of 63% YoY on the 
back of pre-buying prior to BS-4 
norms implementation. Construction 
and earthmoving equipment saw 
strong growth of 58% and 32% on 
topline during 3QFY21. According 
to the management, BS-IV program 
is progressing well and is on track. 
Company has completed 18,000 
hours of trial on these engines and 
as per initial discussions with OEMs 
and price hikes of 15- 20% are already 
negotiated with OEMs. During 
Q3FY21, company’s tractor sales is 
one of the highest in recent times and 
management is seeing good demand 
to continue from the tractor market. 
However, firm commodity price 
could lead another round of price 
hike for industrial business. 

Key risks
  Commodity price inflation posing 

the risk for margin erosion if com-
pany is not been able to pass on.

  Slow recovery in economic growth 
could hurt the overall business of 
the company as its majority of the 
business related to industrial and 
construction.

Valuation
KOEL is one of the leading manufac-
turers of diesel power gensets with 
volume market share stood at 34% 

and value market share stood at 23% 
during the end of Q2FY21. KOEL is 
likely to witness demand recovery in 
its power generators and Industrial 
engine division in coming quarters 
on the back of government’s thrust 
on infrastructure development which 
will aid the overall economic recov-
ery. KOEL’s agriculture pumpsets 
and allied products division is 
witnessing strong demand traction 
on the back increasing rural income, 
good rabi crops and higher MSPs. 
Management is very optimistic on 
agriculture portfolio and expect that 
its revenue contribution to scale up 
to 40-50% in next 4-5 years from 
current 17.3%. In industrial engine 
segment, company is well placed 
to launch products complying BS-4 
emission norms. In large engine seg-
ment company is getting good order 
inquiries, though delays in decision 
making led to slower order inflows 
in 9MFY21 period. We believe that 
KOEL is best proxy to play on India’s 
capital goods sector revival. Thus, 
we recommend our investors to BUY 
the scrip with target of Rs 208 from 
12 months investment perspective. 
At CMP, the scrip is trading at P/E 
multiple of 10.9x on FY23E Bloomberg 
consensus EPS of Rs 14.9.

Particulars (in Rs Cr) FY20 FY21E FY22E FY23E

Revenue 2,840.6 2,902.5       3,291.9        3,667.2 

Growth (%) -8.9% 2.2% 13.4% 11.4%

EBITDA 239.7 284.7          311.2           360.0 

EBITDA Margin (%) 8.4% 9.8% 9.5% 9.8%

Net profit 141.7 161.8          182.7           214.7 

Net Profit Margin (%) 5.0% 5.6% 5.5% 5.9%

EPS (Rs) 9.8 11.2            12.6             14.9 
Source: Bloomberg consensus

The company had 
initiated a program 
to launch superior 
electronic engines 
with key customers 
last year and that 
has progressed well 
and it has developed 
multiple power nodes 
of the BS-IV engines 
to cater to a vast 
range of equipment 
across Construction 
Equipment Vehicles.
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STOCK PICKS

Company overview
Amrutanjan Healthcare Ltd was 
incorporated in 1893 and has over 
127 years of experience in over the 
counter (OTC) pain relief products. 
Amrutanjan Pain Balm (Yellow Balm) 
is the flagship brand of the company 
apart from other range of pain man-
agement products (aromatic balms 
and roll-ons for headaches, creams 
and roll-ons for body aches, joint/
muscle sprays), for congestion relief 
(cold rubs, nasal inhalers, lozenzes 
and cough syrups). Company has 
also diversified into sanitary napkins 
(sold under the brand name Comfy) 
and into fruit-based beverages viz 
Fruitnik and Electro+. These prod-
ucts are available in more than 1.06 
million outlets including chemists, 

supermarkets and kirana stores with 
direct distribution reach to 250,000 
outlets and 4,510 towns. Company 
has a vision to appoint distribu-
tors/sub-distributors in West and 
Northern India. The Company has 3 
manufacturing facilities, all in India 
and has its presence in 21 countries 
with major exports to the African 
market (accounting for 69.3% of total 
exports).

Investment Rationale
Much needed diversification of 
product portfolio
Amrutanjan is one of India’s leading 
companies in the OTC market and 
has 127 years of brand existence with 
lateral diversification in the areas 
of beverage and women’s hygiene 
segments. For long, Amrutanjan 

had been among India’s 100 most 
trusted brands and ranks No 1 in 
Modern Trade in Head Category with 
a volume market share of 41% and 
a Value market share of 43.3%. Pain 
management products have a strong 
brand recall and he acceptance of 
new products has increased well 
among customers as well. At present, 
92% of sales are contributed from 
OTC products (Pain Management, 
Congestion Management and Femi-
nine Hygiene) while 7% is contributed 
from Beverages and 1% from others 
(Health and Hygiene). Within OTC, 
pain management accounts for 73% of 
sales and 15% from Feminine Hygiene 
and 4% from congestion products. In 
FY11, management changed compa-
ny’s logo and re-branded the com-
pany as holistic healthcare / FMCG 

Amrutanjan Health Care Ltd.

Company Information
BSE Code 590006
NSE Code AMRUTANJAN
Bloomberg Code ARJN IN
ISIN INE098F01031
Market Cap (Rs. Cr) 1707
Outstanding shares (Cr) 2.92
52-wk Hi/Lo (Rs.) 618.00/264.05
Avg. daily volume (1yr. on NSE) 162782
Face Value (Rs.) 1.0
Book Value (Rs) 65.06

CMP: Rs 563 Rating: BUY Target: Rs 670

Promoters, 50.02%

DIIs, 7.42%

FIIs, 1.95%
Others, 40.61%

Shareholding pattern as on  December 2020
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company from a pure play Ayurveda. 
In FY11, Amrutanjan entered into 
beverages and in 2013, into sanitary 
napkin (brand ‘Comfy’) and thereby 
providing with much needed 
diversification from traditional pain 
management products. Besides, it 
helped to re-brand the company 
as a wellness brand. The vision was 
however conceptualized under Mr. 
Sambhu Prasad Sivalenka, who took 
charge in 2005 and empathized on 
re-branding and introduction of 
new products. These steps have 
finally started to pay dividends (after 
previous failed attempts) and the 
contribution of new products in sales 
have increased from 5% in FY08 to 
30% in FY20, thereby helping revenue 
to grow at a CAGR of 12%. In the past 
the company also never shied away 
in closing down ventures which have 
not yielded results. 

Expansion in distribution reach 
in a cost-effective manner
In FY11, the Company diversified its 
business and entered into beverages 
market by acquiring Chennai-based 
Siva’s Soft Drink Pvt. Ltd. for Rs.26.20 
crore under the brand name of 
‘Fruitnik’. However, they were unable 
to scale it up meaningfully due to 
lack of distribution channels. The 
Company has also launched Electro+ 
ORS under this brand and leveraged 
their core channel strength – the 
chemists. The company continues to 

focus on building a distribution that 
targets a vision of appointing 5000 
distributors and sub-distributors. In 
FY20, it has appointed 974 distrib-
utors and sub-distributors and has 
improved its direct coverage from 
3953 to 4510 towns. Amrutanjan brand 
is currently available in 1.06 million 
outlets (direct distribution reach of 
0.25 million outlets), 11,100 modern 
trade (MT) stores. In the last 6 years, 
CAGR growth of MT Channel is 26.7%, 
however general trade (GT) format 
still contributes 86.9% of turnover 
followed by MT at 9.6%, CSD+Barter 

at 1.4%, Online at 0.3% while exports 
contributed 1.7%. The company 
has tried to strike a chord between 
wholesale and direct distribution 
routes to penetrate deeper as well 
as in a cost-effective manner. From 
the highs of 50%, the wholesale 
contribution is currently at 30% 
which the company feels is a healthy 
level. Amrutanjan is also investing in 
digitization in a big way by building 
on the sales force automation project 
that was rolled out a couple of years 
ago by building a data dashboard that 
seamlessly integrates data flow from 
various sources (ERP, sales force 
automation app, etc). The products 
are available currently online at Ama-
zon, Pharmeasy, Netmeds, Apollo, 
and other consumer sites. Despite 
being in existence for more than 
127 years, the company has just 3% 
contribution of OTC sales from North 
and 13% from Western India and 
there is still scope to expand. 

Growth lies in ‘Comfy’
In 2013, Amrutanjan entered the 
women’s hygiene segment by intro-
ducing Comfy - a sanitary napkin 
brand. The Company has outsourced 
the manufacturing of women’s 
hygiene products to a Good Manu-
facturing Practice (GMP) certified 
unit owned by a Strategic European 
Partner. The product is targeted at 1st 
time cloth users and has 80% better 
absorption than the leading brands. 
Between FY15 and FY20, sales from 
Comfy have grown at 93% CAGR and 
has immense growth in the offing 
considering that it only accounts for 
2% volume market share while top 
3 players (Whisper, Stayfree & Sofy) 
account for 70% market. It has how-
ever done exceedingly well in terms 
of market share in E. UP and Orissa 
(13-14% market share). Overall, even 
for the industry as a whole penetra-
tion of sanitary napkins in India is at 
20% (in 2020) compared to >80% in 
Indonesia and 60% in Thailand and 
90-95% in developed nations, hence 
growth would come naturally as pen-
etration increases. The industry has 
certainly grown in leaps and bounds 
in India with growing awareness as 
the penetration has improved from 
11% in 2011 to 20% in 2020. Woman 

Amrutanjan 3 year price chart (Rs)
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Between FY15 and 
FY20, sales from 
Comfy have grown 
at 93% CAGR and 
has immense 
growth in the offing 
considering that it 
only accounts for 2% 
volume market share 
while top 3 players 
(Whisper, Stayfree & 
Sofy) account for 70% 
market.
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Hygiene which accounted for 0.23% 
of turnover in FY13 now contributes 
15.3% and the contribution to sales 
has improved yoy every year. 

Financially strong
The Company has strong financials. 
Despite volatility in key materials 
(menthol and essential oils), gross 
margins of the company haven’t gone 
below 56% in last decade and with 
diversification in other businesses, 
this would provide much stability 
ahead. Operating and manufacturing 
expenses of the company ranges 
between 12%-14%, employee expenses 
are ~15% of sales and the company 
spends 16% to 17% on advertisement 
thus enabling to earn EBITDA 
margins 12% to 13% on a steady 
state basis. In the last decade, sales/
EBITDA/net profit has grown at a 
CAGR of 11%/9%/8% respectively. 
Management has been judicious in 
capital allocation over last decade 
and efforts have been made to 
scale up profitable businesses and 
simultaneously not hesitating in 
closing down un-yielding ones, thus 
translating into improving RoCE. Its 
return ratios (RoCE and RoE), is at its 
five years average (>21%) while there 
has been consistent improvement 
in margins. The turnover ratios 
have been improving in the past five 
years while pressure on working 
capital (40% as % of sales) despite 
the expansion in size has remained 
stable. During Q3FY21, Amrutanjan 
has reported 21% and 121% jump in 
net sales and profit respectively. Its 
EBITDA margin jumped substantially 
(to 26.5% vs 14% in Q3FY20) due to 
controlled overheads especially 
selling and distribution. The dig-
ital initiative will continue to help 

improve its margin and return ratios. 
Company is a consistent dividend 
playing one and average payout ratio 
stands at ~25% for the last five years.

Key Risks
  Volatile prices of key raw materials 

like menthol and essential oils affect 
the OTC margins significantly.

  Government backed scheme to 
launch to ensure access to sanitary 
napkins across India at a negligible 
price of Re 1/pad.

Valuation
Amrutanjan Healthcare Ltd was 
incorporated in 1893 and has over 
127 years of experience in over the 
counter (OTC) pain relief products. 
For long, Amrutanjan had been 
among India’s 100 most trusted 
brands and ranks No 1 in Modern 
Trade in Head Category with a 
volume market share of 41% and 
a Value market share of 43.3%. At 
present, 92% of sales are contributed 
from OTC products (Pain Manage-
ment, Congestion Management 
and Feminine Hygiene) while 7% is 
contributed from Beverages and 1% 
from others (Health and Hygiene). 
In FY11, Amrutanjan entered into 
beverages and in 2013, into sanitary 
napkin (brand ‘Comfy’) and thereby 
providing with much needed 
diversification from traditional pain 
management products. Thus, the 
company is a mix of matured as 
well as growing and new businesses 
which can potentially scale up to 
huge proportions. Woman Hygiene 
(Comfy) which accounted for 0.23% 
of turnover in FY13 now contributes 
15.3% and the contribution to sales 
has improved yoy every year. Besides, 

the product aimed at first time cloth 
users has 80% better absorption 
than the leading brands and yet the 
volume market share is less than 2%. 
In fact, the industry itself is growing 
on increasing penetration and Comfy 
brand has found a strong connect 
in E. UP and Orissa (13-14% market 
share). Moreover, despite being in 
existence for more than 127 years, the 
company has just 3% contribution 
of OTC sales from North and 13% 
from Western India and there is still 
scope to expand and the company 
has actively focused on increasing its 
distribution reach and even has its 
presence in online sales channels. As 
of FY20, general trade (GT) format 
still contributes 86.9% of turnover 
followed by MT at 9.6%, CSD+Barter 
at 1.4%, Online at 0.3% while exports 
contributed 1.7%. In the last decade, 
sales/EBITDA/net profit has grown 
at a CAGR of 11%/9%/8% respectively. 
Management has been judicious in 
capital allocation over last decade 
and efforts have been made to scale 
up profitable businesses and simul-
taneously not hesitating in closing 
down un-yielding ones, thus trans-
lating into improving RoCE. Despite 
volatility in key materials (menthol 
and essential oils), gross margins of 
the company haven’t gone below 56% 
in last decade ad with diversification 
in other businesses, this would pro-
vide much stability ahead. Moreover, 
company is a consistent dividend 
playing one and average payout ratio 
stands at ~25% for the last five years. 
At the CMP, the scrip trades at a P/E 
of 24.7x FY22E EPS and investors are 
advised to ‘BUY’ the scrip for a target 
of Rs 670.

Particulars (in Rs Cr) FY19 FY20 FY21E FY22E

Revenue      253      261 310 372

Growth (%) 14.3% 3.3% 18.1% 20.0%

EBITDA         31         31         74 74

EBITDA Margin (%) 12.4% 11.7% 24.0% 20.0%

Net profit         25         25 65 67

Net Profit Margin (%) 9.9% 9.6% 21.0% 18.0%

EPS (Rs)        8.6        8.6 22.2 22.8
Source: Ashika Research



24April 2021 INSIGHT

Monthly Insight 
Performance 
Since Jan-2019... Return @CAGR 19.4%

* All Figures quoted in Rs.

Calculated as on March 24, 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 

28-Feb-21 4855257 3147357 (126852) 3020505 

24-Mar-21 5102497 3389359 (272842) 3116517 

*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 March 24, 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

Vardhman Textiles  01-Apr-21 385 1300.0 500500 1550 19.2%        

Kirloskar Oil Engines  01-Apr-21 3067 163.0 499921 208 27.6%        

Amrutanjan Health Care  01-Apr-21 888 563.0 499944 670 19.0%        

Divis Lab 01-Mar-21 147 3406.8 500807 3900 14.5%        

Supreme Industries 01-Mar-21 240 2067.9 496299 2350 13.6%        

Somany Home Innov. 01-Mar-21 1700 290.4 493763 370 27.4%        

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-21 972 578102 78807 15.8% 14 412%

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

BPCL 01-Jan-21 1312 382.7 502046 480 25.4% 02-Mar-21 469 615577 113531 22.6% 60 138%

Welspun India 01-Jan-21 7353 69.1 508230 84 21.5% 12-Mar-21 84 617652 109422 21.5% 70 112%

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-21 311 576201 75638 15.1% 79 70%

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%

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

ITC 01-Apr-20 2950 170.29 502363 ADD        

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 Hyg. 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%



28April 2021 INSIGHT

CHEMICAL SECTOR:
HUGE OPPORTUNITY AHEAD

SECTOR OUTLOOK

The Indian chemical is an integral part of global 
chemical market which is 6th largest global-
ly and 3rd largest in Asia with market size of 
around USD 180 billion. Indian chemical indus-

try offers opportunity to attract investment of about Rs 10 
lakh core by 2025 as the country offers a location advan-
tage. In coming years, chemical industry growth will be 
driven by rising household incomes, the existent con-
sumption gap, favorable government policies, and a huge 
export opportunity. The rising disposable income will 
lead to a shift in consumer preferences towards premier 
products across all industries. Currently, large part of 
domestic demand for specialty and downstream chemi-
cals are met by imports, thus offering much headroom for 
growth in local production. Moreover, increasing growth 
in domestic demand and undergoing geopolitical shifts 
in the international markets offer India an opportunity 
to emerge as a global production and export power-
house. Government is also lending its 
support towards developing a global 
chemical manufacturing hub in India. 
In 2021-22 budget announcement 
has been highly encouraging for the 
chemical and petrochemical sectors. 
Announcements such as production 
linked schemes for key end-use sec-
tors, doubling of outlay for micro-ir-
rigation, emphasis on infrastructure 
spending, reduction in import duty 
on feedstock such as Naphtha, an 
increase in import duty on builder 
ware of plastic and polycarbonate 
have set the tone for the rapid growth 
of the sector in the years to come. The 
progressive review and rationalization 

of the custom duty is a key step, which will enhance the 
competitiveness of the chemical sector by providing a 
level playing field to the domestic producers.In order to 
grab the growing opportunity in the global market and 
become more competitive, Indian chemical players have 
been accelerating its Capex over the past decade. The ag-
gregate capex incurred by 31 leading chemical companies 
has grown at a 17% CAGR over FY15-20 and a 9% CAGR 
over FY10-20. In last 5 years, Indian chemical industry 
grew at 9% annually and is expected to grow at a pace of 
11% in next 5 years. Growing at 11% in next 5 years will help 
the sector to reach around USD 300 billion in 2025 from 
current USD 180 billion. Demographic dividend, lower per 
capita consumption, increasing export demand and en-
abling government initiatives are the key growth drivers 
in the chemical industry.

Increasing disposable income fueling the 
demand for value added 
products
Historically it has been observed that 
there is a strong correlation between 
per capita chemical consumption 
and per capita GDP. Thus, the rise in 
disposable incomes and increase in 
urbanization, the consumer prefer-
ences will shift towards a healthier 
lifestyle and environmentally friendly 
products. It will boost the demand for 
value-added products from end-user 
industries such as paints, textiles, 
adhesives, personal and home care 
which in turn bodes well for the 
domestic consumption outlook of the 
chemicals industry. India’s per capita 

Currently, large part 
of domestic demand 
for specialty and 
downstream 
chemicals are met 
by imports, thus 
offering much 
headroom for 
growth in local 
production.
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chemical consumption is significantly lower than the 
developed markets, thus offers huge scope for domes-
tic chemical companies. India’s per capita consumption 
of chemical products is merely at USD 91 compared to 
domestic consumption of chemical products in China, 
US, Germany at USD 1,231/1,616/1,795. India is one of the 
fastest growing consumer markets globally, wherein per 
capita chemical consumption is low, representing a large 
headroom for growth.

China plus one policy to create massive 
opportunity for domestic chemical players
Increasingly, global chemical companies are looking for 
an alternative raw material sourcing destinations out-
side China in order to reduce dependence and thus India 
having the scale and ability to offer products at lower 
costs (through efficiency measures) stand to benefit 
significantly over the next decade. Post the environmental 
crackdown in China, aggression on opening new capac-
ities would be lower than the past. Also, old facilities 
would become irrelevant considering the new environ-
mental and pollution related norms. The US-China trade 
war and the current pandemic will accelerate the pace 
of this structural shift from China to other destinations 
like India and Vietnam. Further, trade conflicts erupted 
around the world, especially amongst China, the United 
States and western Europe has disrupted the trade with 

China. These factors led the shift in global supply chains, 
affecting bilateral trade between China and the US. Global 
innovator chemical companies import basic chemicals 
from China due to lower cost and that had increased the 
dependency on China significantly. Chemicals form a 
large part of China’s exports to the US and Europe. Any 
disruption caused in the supply chain affects the down-
stream production of these global chemical companies. In 
past few years, environmental crackdown, trade war and 
the outbreak of viruses have led to a breakdown of this 
supply chain and impacted the business of multinational 
companies. Thus, it become inevitable for foreign com-
panies to look for alternative sourcing destination and 
to reduce dependency from China in order to sustain its 
business growth. There are favorable tailwinds for Indian 
chemical players which will encourage more global chem-
ical companies to diversify their supply sources. Indian 
chemical manufacturers are in a sweet spot with policy 
support from the government. China is the largest chem-
ical producer globally, contributing nearly 36% of global 
chemical sales, while India only account around 3% of 
global chemical sales. India’s share in the global chemical 
market could be doubled if there is a shift of nearly 10% 
of Chinese chemical business to India, thus there is huge 
opportunity for Indian chemical companies going ahead.

Import substitution a great scope for 
Indian chemical manufacturers
India is a net importer of chemicals and petrochemical, 
which provides an opportunity for the Indian chemical 
manufacturers for import substitutions. Further, gov-
ernment’s focus on making India a global manufacturing 
hub and its flagship program Atmanirbhar Bharat to 
back the domestic chemical manufacturers to scale up 
their operations and compete globally. The government 
is also planning to launch a production linked incentive 
(PLI) scheme in the chemicals sector to bolster domestic 

Per capita Chemical consumption (USD)

Source: World Bank.org
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manufacturing and exports. Pertaining to the launch of 
PLI, government has adopted a consultative approach for 
forming policies aimed at the chemicals and petrochem-
icals sector of the country.India had a chemical trade 
deficit of USD 15.9 billion in FY19. The chemical industry 
already contributes significantly to India’s export-import 
trade with 11% share in India’s total imports in FY19 and 
12.3% in total exports which improved from 9.4% in FY15. 
India’s share in global chemical trade remains only at 3% 
which offers a significant growth opportunity for Indian 
chemical manufacturers. India is emerging as a more 
significant player in the global chemical supply chain with 
its scalable low-cost manufacturing ecosystem, improving 
infrastructure and established compliance framework. 
India offers low cost operations, availability of feedstock, 
skilled manpower, access to ports and strong IP protec-
tion etc. Going forward, the government’s initiatives on 
making India a manufacturing hub will benefit market 
leaders in niche chemistries. The country is well posi-
tioned to expand its market share globally and there is 
a huge import substitution play as well. Investment in 
operational excellence and new product development 
can create differentiation and strong long-term business 
visibility. There is a huge appetite for sourcing from India. 
However, the overall manufacturing costs in China is still 
lower than India, though the gap is narrowing. Chinese 
labor cost is now double than India and environmental 
costs are similar, hence the cost difference with China is 
reducing and Indian companies are gaining competencies 
in global market.

Massive investment opportunity seen in 
the sector by 2025
Indian chemical Industry has an opportunity to attract 
investment of about Rs 10 lakh crore by 2025 due to its 
location advantage. The investment opportunities exists 
in entire value chain across the sector, especially in PVC 
and methanol. India as a market also offers a location 
advantage as the Indian peninsula is centrally located 
between the East and West of Asia. It is also the centre 
of the trans-Indian ocean routes, which connect the 
European countries in the west and countries of East 
Asia. Further, changing geopolitical scenario and realign-
ment of global supply chain preference from China to 
elsewhere can provide India an opportunity to become 
a part of global chemical supply chain. Over the last few 
years, government has also initiated a host of structural 
reforms in chemical sector in order to provide impetus 
in the sector. In order to boost the competitiveness of 
domestic chemical companies and providing them a level 
playing field, government has rationalized the customs 
duty. Government has also rationalized and expedite the 
regulatory clearances from various central and state gov-
ernment for manufacturing new capacities. Government 
has been consistently looking at policy options for ratio-
nalizing duty structure with a view to encourage domes-
tic production further. Indian chemical industry cover 
nearly 80,000 commercial products and classified into 
bulk specialty chemicals, agrochemicals, petrochemicals, 
polymers and fertilizers. In last 5 years, Indian chemical 
industry grew at a CAGR of 9% and is estimated to grow at 
11% annually in the next 5 years. Growing at 11% annually, 
the market size of Indian chemical industry will reach 
to USD 300 billion in 2025 from current USD 180 billion. 
So far, 10 projects with an estimated investment of USD 
70 million are being implemented in the petrochemical 
sector. There are 8-9 projects, which are under consider-
ation by major players for future investment. The projects 
which are under implementation will be completed by 
2024. Going ahead, demographic dividend, lower per cap-
ita consumption, increasing export demand and enabling 
government initiatives are the key growth drivers in the 
chemical industry.

Government lending support to the 
industry
Government support is most important for development 
of any sector. Government has been lending support to 
the chemical sector in order to make India as a part of 
global value chain. The government of India has already 
allowed 100% FDI in the chemical sector. The total FDI in 
the sector till December-19 was USD 17.4 billion, which 
implies a headroom for further investment in the sector. 
The government has announced four petroleum, chem-
ical and petrochemical investment regions (PCPIR) and 
six plastic parks to boost chemicals production. Further, 

India’s Chemical & Petrochemical Trade defecit (USD billion)

Source: Industry report
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in September 2019, government has 
come with a provision in Income tax 
act by reducing the effective tax rate 
to 25.17% from 33.69% for all domestic 
companies. For the companies incor-
porated on or after 1st October 2019 
which have commenced their produc-
tion before March 2023, the effective 
tax rate shall be 17.01%. Chemical 
companies are in a sweet spot to take 
advantage of the scheme as their 
project completion time is between 
18-24 months. Government has also 
rationalized the custom duty in order 
toenhance the competitiveness of the 
chemical sector by providing a level 
playing field to the domestic producers. In FY22 budget 
government’s announcement such as production linked 
schemes for key end-use sectors, doubling of outlay for 
micro-irrigation, emphasis on infrastructure spending, 
reduction in import duty on feedstock such as Naphtha, 
an increase in import duty on builder ware of plastic and 
polycarbonate have set the tone for the rapid growth 
of the sector in the years to come. The government is 
also planning to launch a production linked incentive 
(PLI) scheme in the chemicals sector to bolster domestic 
manufacturing and exports and for that government has 
adopted a consultative approach for forming policies 
aimed at the chemicals and petrochemicals sector of the 
country. Government has also rationalized and expedite 
the regulatory clearances from various central and state 
government for setting up new manufacturing capaci-
ties. All these supports from government end will aid the 
chemical sector to enter into next growth trajectory and 
become a part of global supply chain.  

Spike in chemical prices 
result in higher price 
realization
The rollout of vaccine spurt the opti-
mism across the world of sharp recov-
ery of global economy post COVID-19 
pandemic. With the lifting of the lock-
down across the world brought hopes 
of economic revival and thus oil price 
which slumped to USD 25/barrel in 
March 2020 has recovered faster than 
anticipated and currently hovering 
around USD 60/barrel which scaled up 
to USD 70/barrel. Tracking crude oil, 
prices of downstream products out-

paced expectations, underpinned by recovery in automo-
tive, construction and consumer durables industries.The 
prices of some chemicals started spiraling on the back of 
widespread outages in US Gulf Coast, rise in crude prices 
and container shortages resulting into supply disruption. 
Over 19% of the US petrochemicals capacities were down 
due to unviable operating conditions. These plants are 
likely to take some weeks to get back to normalcy thereby 
disrupting chemicals supply chain in the near-term. 
Further, US Gulf region’s Petrochemical Industry has 
been under spotlight in past couple of years with adverse 
weather conditions resulting into disruption of global 
supply chain. The production shortage kept the chemical 
price at elevated level and currently it is hard to predict 
how long the current high price will last. In the month of 
February 2021, there had been steep rise in some of the 
chemicals on MoM basis. Phenol and VAM prices rose 
sharply by 72.3% and 76.2% MoM led by global supply 
chain disruption. TDI and MDI prices rose by 17.1% and 
4.8% MoM. ABS and Polystyrene prices continue to remain 
elevated (rose 41.3% MoM) led by supply constraints and 
high raw material prices.BoPET and BoPP prices rose 4.5% 
and 16.4% MoM on account of increase in raw material 
prices and supply constraints. Refrigerant prices inched 
upward in the range of 1.8% to 2.4% MoM on account of 
healthy demand and increase in raw material prices. 
DASDA prices corrected by 12.5% MoM led by easing sup-
ply from China while Optical Brightener prices continued 
to remain soft led by subdued demand. Vinyl Sulphone 
prices rose 16.3% MoM led by raw material shortage while 
H-Acid prices remained flat MoM. The firm chemical 
prices will benefit the Indian chemical companies in near 
term and will also strengthen the margin as well.

Government Supports

Government
Policies

100% FDI

PCIPR

Plastic
Parks

Corporate 
tax 

reduction

Schemes
for other
sectors

Government has 
also rationalized 
the custom duty  in 
order to enhance the 
competitiveness of 
the chemical sector 
by providing a level 
playing field to the 
domestic producers.
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Chemical players have seen sharp recovery post lockdown 
on the back of strong demand across domestic markets. 
Given the strong demand revival across domestic markets, 
most players have returned to precovid-19 production lev-
els with facilities operating at above 90% utilization. Bur-
geoning demand for hygiene-based products along with 
innovators’ focus on China plus one strategy has been a 
key driving factor benefiting the Indian chemical manu-
facturers. China plus one factor is an important growth 
driver for Indian chemical industry. The recent manage-
ment commentaries by large chemical players highlight 
a rising number of order enquiries by global innovators, 
primarily in creating an alternate supply source to China. 

As a measure to tap these growth opportunities, majority 
players have increased their overall capital expenditure 
plan for FY22-23. A massive investment opportunity of 
Rs 10 lakh crore is expected to come in Indian chemical 
industry in next 5 years. Huge untapped markets, low per 
capita chemical consumption and government’s initiative 
to make India a part of global supply chain are the long 
term growth drivers for Indian chemical sector. In the 
past 5 years Indian chemical sector grew at a pace of 9% 
which is expected to grow 11% in next 5 years to touch USD 
300 billion industry by 2025.Thus, there has been huge 
scope of growth for Indian chemical companies to enter 
into next growth trajectory going ahead. 

Prices escalated due to supply disruption
Chemicals February 2021 

(Rs/kg)
January 2021 

(Rs/kg)
MoM 

(%)
Companies having exposure

Vinyl Acetate Monomer 185 105 76.2% Pidilite Industries (RM)

Phenol 112 65 72.3% Deepak Nitrite

Acetic Acid 90 57 57.9% GNFC

Acrylonitrile 185 126 46.8% Vinati Organics (RM)

Polystyrene 130 92 41.3% Supreme Petro, INEOS Styrolution

Acetone 86 61 41.0% Deepak Nitrite

Aniline 150 110 36.4% GNFC

Iso-Propyl Alcohol 108 80 35.0% Deepak Nitrite

Styrene 113 88 28.4% Bhansali, Supreme Petro, INEOS Styrolution, Apcotex (RM)

Phthalic Anhydride 100 85 17.6% IG Petro Chemicals and Thirumalai Chemicals

TDI 205 175 17.1% GNFC

BoPP 163 140 16.4% SRF

Vinyl Sulphone 250 215 16.3% Bodal, Shree Pushkar, Bhageria, Kiri

Caustic Soda 30 28 7.1% Gujarat Fluorochemicals, GACL, Meghmani Organics, Atul

MDI 220 210 4.8% BASF

BoPET 117 112 4.5% SRF

ABS 275 270 1.9% INEOS Styrolution, Bhansali Engineering
Source: Industry report
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Chemical 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)

Pidilite Industries 

Ltd. 90,865 7,294 1,576 1,119 21.6% 15.3% 26.1 33.7 0.0 55.9 15.1 45.0 

SRF Ltd. 31,676 7,062 1,455 1,019 20.6% 14.4% 22.5 15.1 0.8 24.1 4.0 15.0 

Aarti Industries 

Ltd. 22,421 4,186 977 547 23.3% 13.1% 19.5 15.9 0.7 32.5 5.5 19.2 

Deepak Nitrite Ltd. 21,554 4,230 1,026 611 24.3% 14.4% 46.2 37.6 0.7 25.5 7.0 16.6 

Atul Ltd. 20,779 4,093 902 666 22.0% 16.3% 22.7 28.2 0.0 28.0 4.8 18.5 

Vinati Organics 

Ltd. 14,708 1,029 414 334 40.2% 32.4% 28.7 36.6 0.0 50.7 8.2 31.2 

Navin Fluorine 

International Ltd. 12,611 1,062 263 401 24.8% 37.8% 32.4 20.9 0.0 42.9 6.8 30.1 

Alkyl Amines 

Chemicals Ltd. 11,915 993 257 215 25.9% 21.7% 47.9 46.8 0.2 43.9 18.0 30.8 

Galaxy Surfactants 

Ltd. 8,447 2,596 369 230 14.2% 8.9% 23.7 23.9 0.4 26.8 5.5 17.7 

Fine Organic 

Industries Ltd. 6,875 1,038 240 170 23.2% 16.4% 30.4 33.4 0.2 35.2 7.7 23.4 

Gujarat 

Fluorochemicals 

Ltd. 6,472 2,606 472 189 18.1% 7.3% 5.1 8.0 0.5 N/A N/A  N/A 

Balaji Amines Ltd. 5,749 936 181 97 19.3% 10.4% 15.8 17.9 0.4 22.6 5.3 14.8 

Source: ACE Equity & Bloomberg
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Somany Home Innovation Ltd. 
Date: 5th March 2021

MANAGEMENT MEET NOTE

Company Background
  Somany Home Innovation ltd (SHIL) 

is a premium consumer appliances 
and building products company. 

  Demerger was announced way back 
in 2017 and now SHIL today is pure 
B2C focused company.

  Today SHIL is a unique company 
approaching market channels either 
through dealer route or distributor 
route. Company has consumer 
appliance business which is a new 
business started in 2015 on small 
base of Rs 14 crore and in last quarter 
(Q3FY21) company has done a turn-
over of Rs 170 crore on standalone 
basis.

  In consumer appliances company 
has 8000-10000 retail touch points. 
The products in consumer appli-
ances includes kitchen chimneys & 
hops, water heaters, air coolers, air 

purifiers and water purifiers.

  In Kitchen chimneys & hops the  
company is No. 2 player over 4-5 
years.

  On water heaters and air coolers 
company is holding 5th position in 
India and both these markets are 
highly fragmented.

  Company has invested over Rs 60 
crore in past 3-4 years in developing 
this consumer appliance business.
Thus, there was not much of capex 
only the capex is on molds and shop 
in shops in dealer points where the 
company’s products are showcased. 
Company follows outsourced model 
where everything is outsourced from 
third parties.

  Other business, is company’s old 
traditional sanitary ware& faucet 
division with 18,000-20,000 retail 
touch points. Company is still leader 
in sanitary ware and No 2 player in 
faucet.

  Tiles business company has started 
in December 2019.

In consumer 
appliances company 
has 8000-10000 
retail touch points. 
The products 
in consumer 
appliances includes 
kitchen chimneys & 
hops, water heaters, 
air coolers, air 
purifiers and water 
purifiers.



35 April 2021INSIGHT

  Pipes is also a new business as a 
part of building material business 
and achieved a good success in this 
division. In last quarter company has 
sold Rs 117 crore and in 9MFY21 sale of 
Rs 250 crore despite of disruption in 
wake of COVID-19 pandemic.

  Company plan to achieve Rs 1000 
crore business in next 4-5 years in 
Pipe segment and another Rs 1200-
1500 crore business in consumer 
appliance segment.

  Company has started 2 sizeable 
business along with building products 
business, which has potential to grow 
in future.

  Market gives value to the brand. 
Company which has only brand 
as hindware in bathrooms, now 
extended that brand in kitchen 
chimneys, water heaters, water 
coolers and water purifiers. Company 
has created a versatile brands which 
are used in bathrooms as well as in 
kitchens.

  Company has 3 divisions under 
3 different CEOs, only finance and 
accounting and internal auditing are 
common.

  Management believes that they have 
build excellent model and from this 
base company will go to next trajec-
tory of growth.

Sanitary ware&Faucets
  HSIL is not parent to SHIL and they 

are two different companies. Hind-
ware brand is no longer with HSIL 
and entire part has come to SHIL.

  SHIL does not pay any kind of 
royalty to HSIL only SHIL purchase 
goods from HSIL on very transparent 
manner and in arm length basis. 

  Company has track record of 2 
years and 9 months since it has 
started its journey as a new entity.

  In building products HSIL only 
manufacture and doesn’t have brand 
or design. The entire marketing, 
branding and designing have been 
done by SHIL. 

  In sanitary ware SHIL do 70% 

sourcing from HSIL, in faucets nearly 
55% requirement from HSIL and in 
Pipes the percentage is nearly 95%.

  All the transactions done with HSIL 
are in transparent manner and every 
transaction has been recorded in the 
systems.

  Company outsourced building 
products from HSIL thus EBITDA 
margin is comparatively low.

  Brilloca Ltd. included sanitaryware, 
faucets and tiles and pipes.

  50-55% of sanitaryware and faucets 
are premium products and one 
important thing about premium 
products is that no customers will 
buy products without look and feel 
about the products. Thus company 
invested in display areas of dealers 
and distributors.

  Company worked with shop in 
shops for display of products as these 
are premium products and display is 
very important.

  Sanitarywary and faucets are 
dealers product while pipes and 
fittings are distributor products as it 
is a hardware channel.

  Company has various models such 
as Bilaria which is 12 by 12 feet shop. 
Company has both bigger areas 
and smaller areas and each shop is 
standardized and designed by the 
company.

  There are subsets of strategies like 
reaching to dealers/distributors fast, 
introducing more products in the 

markets, creating connect with both 
dealers and consumers and brand 
campaigns. In consumer products 
how fast you change your products as 
it is very important as the consumer 
prefer newer design every time.

  Company’s 70% of sales come from 
retail sales in building products and 
30% is from project sales. Company’s 
focus is to enhance the project sales 
as it lags on that area.

  Sanitaryware, faucets and con-
sumer appliances and have higher 
working capital, while pipes have 
lower working capital requirement. 
On an average company has 100 
days working capital cycle. Company 
doesn’t bargain in margin with the 
dealers/distributors. 

  People from small towns are now 
aspiring to premium products, which 
is a big driver for demand.

  New dealers firsthave to transact 
with the company in cash/advance 
basic then depending on the track 
record and secondary sales company 
provide credit.

  Sanitaryware is highest EBITDA 
margin business for the company 
which generate RoCE in the range of 
30-33% RoCE.

  On an average EBITDA margin is 
low in sanitaryware, however the 
margin expansion is possible from 
here on.

  5 years from now there will be 
3 business of equal size including 
consumer appliances, Sanitary ware 
& faucets and pipes and there will be 
need to value each business.

  Real estate demand is coming back 
now as interest rate is low and fixed 
deposit rate of return is low and stock 
market is also high so the money is 
moving towards real estate.

  Projects which are half completed 
now again started amid better 
outlook for the industry. The positive 
momentum in real estate is expected 
to continue going forward.

  Company’s margin are purely mar-
keting margins, while its competitors 

Company plan to 
achieve Rs 1000 
crore business in 
next 4-5 years in 
Pipe segment and 
another Rs 1200-
1500 crore business 
in consumer 
appliance segment.
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margins include the manufacturing 
part In faucets the margin is low 
compared to sanitaryware.

  Pre demerger the sanitaryware 
EBITDA margin was 23-24% and post 
de-merger it went up because of 
higher selling price.

  In last 2 years, Sanitaryware & 
faucets were not doing well but now 
volumes have started picking up.

  Since input cost is going high so 
company is planning for price hike. 
Company has already done price hike.

  Company has tie up with various 
contract manufacturing and faucets 
are most outsourced from contract 
manufacturers. By value company 
outsourced nearly 50% in Sanitary-
ware & faucets division.

  People don’t buy sanitarywary 
products daily basis as they have 
vision for at least 5-12 years and for 
that design, brand and after sales part 
are so important and that justifies the 
premium pricing.

  SHIL is very strong in after sales 
service as it is very important for 
sustaining the brand value and in this 
front many MNCs lag to the company.

Pipes segment
  Price hike in PVC pipes is very 

natural as the price increase is in 
sync with rise in raw material price 
i.e. PVC resin price. The lower raw 
material price is also pass on to the 
customers.  The price difference 
between CPVC and PVC which has 
been 3x earlier has started to come 
down.

  Pipes business is a growth business 
and company turns profitable in 
Q3FY21 and there is huge opportunity 
in this division.

  Overhead tank company introduced 
2 months back and company has 
received good response from the 
markets. Due to Sintex issue there has 
been huge vacuum in overhead tank 
market and everybody is eyeing on 
this market.

Consumer Appliances
  Company when entered into any 

product category it is not shortterm 
approach, company does lot of 
research related to that products, 
market and opportunities available in 
the market before it launch.

  First principal for the company 
is that it will not bargain on gross 
margin while entering into a product 
category and second principal is to 
bring value in the product.

  Atlantic provide design support in 
the initial time for water heaters. The 
failure of the SHIL in water heater 
segment is less than half percentage. 
The requirement of water heating in 
India differ across the states.

  In kitchen chimneys company 
worked with the best of the vendors 
and company has invested heavily on 
R&D. Company has filed 26 patents 
since the inception.

  Company has recently launched 
collapsible air coolers which got over-
whelming response in the market.
Further Company has been using IoT 
(internet of things) inside its products 
and launched water purifiers with 
IoT installed in it and also in water 
heaters where customers can operate 
the heater through mobile.

  Today, in the market company 
has highest IoT enabled products in 
consumer appliance division.

  SHIL after purchasing the products 
from vendors adding value to it in 
order to enhance its brand value and 
user friendly.

  In order to provide better design 
company use to invest in molds.There 
are lot of contract manufacturers that 
used company’s mold to manufacture 
products.

  Company keep investing and it 
doesn’t  judgeby market share. Most 
important for the company is to make 
products which are acceptable by the 
customers. SHIL always want to add 
value in the product so that custom-
ers are ready to pay price.

  Dish  washer has huge oppor-
tunity with every new house now 
constructed with 90% having dish 
washers in their home post COVID-
19 vs 10% use to have dish washers 
pre-COVID.

  People are now investing in Kitchen 
and thus kitchen has huge opportu-
nity. In order to tap the opportunity, 
SHIL has tied up with an Italian com-
pany nameFGV in kitchen appliance 
segment. 

  SHIL use to do exhaustive market 
& product research before the 
launch and management believe that 
company can emerge as top 3 players 
in consumer appliance division.

  SHIL is moving up the value chain 
and steadily increasing its market 
share across the products.

  Electrical distribution channel is 
very distinct in nature. Water heater& 
air coolers are display products, 
hence there channels are same.

  In ACs company is not working as it 
is a different ball game thus dropped 
the idea.

  There is no entry barrier in 
consumer appliances until there 
is no distinction in products, after 
sales service, brand and distribution 
channel. Entry barrier is on the mind 
of the customers.

  In Fan category, the USP is its 
unique design. FAN market is huge 
and it is a low gross margin product. 

Dish washer has 
huge opportunity 
with every new 
house now 
constructed with 
90% having dish 
washers in their 
home post COVID19 
vs 10% use to have 
dish washers 
pre-COVID.
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Company use to take the products 
from third party vendors and sell it 
and earns healthy EBITDA margin.

Market size & Market share
  Sanitarywares market size in India 

is at Rs 4500 crore with 60% orga-
nized and company has 25% market 
share in organized market. In future 
company can increase its market 
share to around 35%.

  Faucets market size in India is 
around Rs 9000 crore with 50% orga-
nized and company has 10% market 
share. Out of total organized market, 
Jaquar has 55% market share, thus 
SHIL has still opportunity to increase 

its market share in faucets.

  In Plastic Pipes, the addressable 
market size is around Rs 10,000 crore 
and GI (Galvanized iron pipe) pipes 
is around Rs 50,000-65,000 crore 
market size. There has been substan-
tial shift in plumber behavior as they 
are now preferring plastic pipes over 
GI pipes as GI pipes require higher 
effort in fittings and need more man 
power.

  In next 5 years there is huge oppor-
tunity in plastic pipes due to shift 
from GI pipes to Plastic pipes.

  Tiles business, company has 
just started in December 2019 and 

company is focusing on Rs 9000 
market size and not the mass market. 
In tiles company follows outsourcing 
though the designing has been done 
in-house. There is also huge opportu-
nity in tiles business.

  Sanitarywary is high margin busi-
ness but it needs after sales service. 
In tiles there is no need for after sales 
service.

Outlook
  Company is likely to beat the 

market in medium to long term. FY22 
will be much better than FY21 and as 
things are getting better.

Segmental Revenue& EBIT
(Rs in crs)  Quarterly Yearly

Jun-19 Sep-19 Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 FY19 FY20 9MFY21

REVENUE FROM OPERATIONS

  Building Products   274.6    304.1    307.3    274.2   133.9    291.7    377.4   1,271.5   1,160.9 803.0 

  Consumer Products     78.4      97.3    112.4       73.6     43.7    113.8    156.3      305.6      361.6       313.8 

  Retail Business     24.4      23.6      24.7       16.7        7.8      19.7      17.7 93.7 90.7         45.1 

Total Revenue   378.0    425.6    444.4    364.6   185.4    425.2    551.4 1,670.9   1,613.1   1,161.9 

EBIT (Rs crs)           

  Building Products     19.6      18.5      22.3       16.3      (9.5)      26.8      33.8      134.0 76.8         51.1 

  Consumer Products        0.5        1.9         3.4       (0.6)      (8.0)      10.6      16.2 (4.0) 5.8 18.8 

  Retail Business      (3.9)       (4.0)       (3.2)       (4.3)      (6.9)       (2.8)         1.0 (14.0) (15.0) (8.6)

Total EBIT     16.3      16.4      22.5       11.4    (24.4)      34.7      51.1      115.4 67.0 61.2 

EBIT Margin (%)           

  Building Products 7.2% 6.1% 7.3% 6.0% -7.1% 9.2% 9.0% 10.5% 6.6% 6.4%

  Consumer Products 0.7% 1.9% 3.0% -0.9% -18.3% 9.4% 10.3% -1.3% 1.6% 6.0%

  Retail Business -16.0% -16.9% -13.1% -25.8% -88.2% -14.0% 5.5% -15.0% -16.5% -19.1%

Revenue Contribution %           

  Building Products 73% 71% 69% 75% 72% 69% 68% 76% 72% 69%

  Consumer Products 21% 23% 25% 20% 24% 27% 28% 18% 22% 27%

  Retail Business 6% 6% 6% 5% 4% 5% 3% 6% 6% 4%

EBIT Contribution %           

  Building Products 121% 113% 99% 143% 39% 77% 66% 116% 115% 84%

  Consumer Products 3% 11% 15% -6% 33% 31% 32% -3% 9% 31%

  Retail Business -24% -24% -14% -38% 28% -8% 2% -12% -22% -14%

Source: Company
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Just as when the whole world was gripped with Covid-19, 
media articles highlighted that post Covid-19, inequality in 
India would rise to disproportionate levels and in April’20, 
United Nations University (UNU) estimated that 104 million 
more people in India could fall below the World Bank-
determined poverty line of $3.2 a day for lower-middle-
income countries. Already, 60%  of India’s population, or 
an estimated 812 million people, lived below that poverty 
line by then. Thus, in effect, the pandemic was expected 
to push population below poverty 
line from 60% to 68% - a situation 
seen in the country more than a 
decade ago. The World Bank classifies 
nations into four broad income 
categories on the basis of which they 
are assigned three poverty lines. The 
lower-middle-income category, in 
which India also falls, has countries 
where per-capita annual gross 
national income is between $1,026 
and $3,995 (between Rs 78,438 and 
Rs 3 lakh). In these countries, those 
earning less than $3.2 a day (around 
Rs 78,000 per year) are considered 
to be below the poverty line. More 
importantly, the pandemic eroded  

India’s hard-fought gains made in the past two decades 
to mitigate poverty and the same holds true whether one 
considers poverty line at $3.2 or $1.9 per person per day. 
According to World Bank’s India Development Update, 
“Between 2011-12 and 2015, poverty declined from 21.6% 
to an estimated 13.4% at the international poverty line 
(2011 PPP $1.90 per person per day), continuing the earlier 
trend of rapid poverty reduction. However, preliminary 
analysis following the national covid-19 lockdown suggests 

these gains are eroding,” Telephonic 
surveys conducted across 10 states 
found poor households expected to 
lose around 60% of their average 
monthly income in April following 
the national lockdown. The National 
Sample Survey Office data suggests 
that a 30-day period without work 
can reduce household consumption 
expenditures for the poorest quintile 
by 10%. An International Labour 
Organization (ILO) report published in 
April’20 had dire estimates for India’s 
employment scenario. With 90% of 
India’s 500-million workforce engaged 
in the informal sector, the ILO report 
estimated that almost 400 million 

Economy review

ECONOMY REVIEW

More importantly, 
the pandemic 
eroded India’s 
hard-fought gains 
made in the past 
two decades to 
mitigate poverty 
and the same holds 
true whether one 
considers poverty 
line at $3.2 or $1.9 
per person per day.
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workers could slide deeper into poverty. In a survey of 
vulnerable households done by Azim Premji University, 
sample earnings fell by around 40-50% in April and May.

Given the fact, that lockdown would have directly 
impacted daily wage earners, it was hardly a surprise 
of the above given estimates. Although the lockdowns 
around the world were necessary, nevertheless the 
devastating effects on the income and hence poverty is 
hardly a debate and is an inevitable adverse outcome. A 
June 2020 SBI Research report however stated that the 
inequality gap in India is expected to narrow after the 
Covid-19 pandemic even as per capita income (PCI) is 
projected to decline by 5.4% during the ongoing fiscal to 
Rs 1.43 lakh, higher than the nominal GDP decline of 3.8 %. 
The rationale for the same was on account of a higher PCI 
decline of around 10-15% in rich states like Maharashtra, 
Delhi and Tamil Nadu compared to a less than 8% decline 
for relatively poorer states like Uttar Pradesh and Bihar 
and 5.4% decline at all India levels. The report stated that 
a similar type of experience of decline in inequality was 
witnessed in Germany after the collapse of the Berlin 
war (1989). Globally also, the fall in per capita GDP of 6.2% 
in 2020 is significantly greater than the 5.2% decline in 
the world GDP. For India, while the per capita income 
have grown significantly in the last decade, the same has 
not been translated into lower inequality (as suggested 
by the Gini Coefficient). Although, Gini index of more 
recent period is not available, nevertheless, inequality 
has only increased over the years albeit there have been 
no explained relation between the two around the world. 
India’s poverty ratio has declined over the years with 
the improvement with per capita income. However, the 
poverty figures are about to witness drastic changes 
considering various surveys and one such article by Live 
mint highlighted Consumer Pyramids Household Survey 
(CPHS) data from CMIE sometime in Aug’20. The surveys 
highlighted that an average Indian household lost about 
Rs 25,000 in income (equivalent to slightly more than a 
month’s earnings) in the first six months of the pandemic, 
as compared to the previous year. Besides, losses were 
disproportionately borne by the poorest—the bottom 
10% of India’s households lost 30 percentage points more 
of their income than the top 10%. Even individuals with 
secure, salaried jobs—the cream of India’s workforce—saw 
their income decline by about 12% in 2020. The article 
further wrote that after studying the long-term impact 
of past pandemics on inequality, researchers at the 
International Monetary Fund have shown that five years 
after a pandemic, income inequality increases significantly 
and individuals with low education were impacted the 
most. More importantly, it is the urban poor who have 
been affected the most because of the pandemic as there 
income declined 53% in comparison to the rural. 

Source: World Bank
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A more recent report by Pew Research Centre released in 
this March 2021 states that the pandemic may have shrunk 
India’s middle-class population by 32 million and driven 
75 million below the poverty line in 2020. The report is 
based on data from World Bank is also of the view that in 
comparison to India, China fared much better, with the 
number of people in the middle-income tier decreasing by 
only 10 million, while the poverty level remained virtually 
unchanged in 2020. This is largely because of the fact 
that while India deep dived into recession in 2020 (-9.6% 
in FY21), China was able to circumvent and is eventually 
expected to have grown by 2% in CY2020. Shrinkage of the 
middle class by 32 million accounts for 60%  of the global 
retreat in the number of people in the middle-income tier 
(64 million fewer people in 2020). Middle class defined 
here as people with incomes of $10.01-$20 a day while the 
poor is classified as someone with incomes of $2 or less 
a day. In case of poverty too, India accounts for 60% of 
global increase in poverty. The PEW Research highlights 
media articles which narrated stories of people in white 
collared jobs forced to take up job under MNREGA to 
support family. Needless to say, the demand for work and 
participation hit the roof for MNREGA which originally 
intended to combat poverty in agricultural areas. In 
contrast to India, China saw addition of 30 million 
people to the low-income tier (incomes of $2.01-$10 a 
day). The number of people in the middle-income tier 
likely decreased by 10 million, and poverty was virtually 
unchanged. Before the pandemic, it was anticipated that 99 

million people in India would belong in the global middle 
class in 2020. A year into the pandemic, this number is 
estimated to be 66 million, cut by a third. Besides, the 
number of poor in India is projected to have reached 134 
million, more than double the 59 million expected prior to 
the recession. Meanwhile, the number of poor in India is 
projected to have reached 134 million, more than double 
the 59 million expected prior to the recession. The poverty 
rate in India likely rose to 9.7% in 2020, up sharply from the 
January 2020 forecast of 4.3%. The fact that the shrinkage 
of middle class by 32 million is of paramount importance 
in the context of the addition of 57 million to this income 
tier from 2011 to 2019. Majority of the people (~1.2 billion 
pre-pandemic) in India were in the global low-income 
tier in 2020 in comparison to China’s large pie of global 
middle- and upper-middle income tiers.

The COVID-19 downturn curbed growth 
in the global middle class, increased pov-
erty sharply in 2020

The households in the bottom decile lost ~3 months of wages

Source: Livemint

Estimated change in the number of people in each income tier 
due to the global recession in 2020, in millions

Notes: The poor live on $2 or less daily, low income on $2.01-$10, middle 
income on $10.01-$20, upper-middle income on $20.01-$50, and high 
income on more than $50: figures expressed in 2011 purchasing power 
parities in 2011 prices. The estimates show the difference in the number 
of people in an income tier based on pre-pandemic projections and 
post-pandemic estimates. The term “post-pandemic” refers to the period 
since the onset of the pandemic in January 2020 It is assumed there is 
no change in the income distribution in a region from the benchmark year 
for the projection to 2020.

Source: Pew Research Center analysis of data from the World Bank 
PovcalNet database.

“The Pandemic Stalls Growth in the Global Middle Class, Pushes Poverty 
Up Sharply”

PEW RESEARCH CENTER
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India is estimated to have seen a greater 
decrease in the middle class and a much 
sharper rise in poverty than China in the 
COVID-19 downturn

China has a larger middle class than India, 
where most people are low income

India cut poverty sharply from 2011 
to 2019, and China greatly boosted its 
middle- and upper-middle income 
populations

To get out of this mess, the Govt. needs to create adequate 
jobs and regarding the same, experts are divided on how 
far the Union Budget would achieve the objectives. The 
unemployment rate is however back to the pre-lockdown 
levels, highlights CMIE. However, Mr. Mahesh Vyas of 
CMIE suggests that the decline in unemployment levels is 
not something to rejoice since the other two parameters 
- labour force participation rate and the employment rate 
are significantly lower than pre-lockdown levels and more 
importantly, a recovery may not be just distant dream 
but, it could be an elusive dream. In February 2021, the 
labour participation rate (LPR) was 40.5%, slightly lower 
than the 40.6% LPR recorded in January 2021 and 42.6% it 
was in February 2020. This means that the proportion of 
working age people who are employed or are unemployed 
and are actively seeking employment has declined. Thus, 
the decline in unemployment is more due to a reflection 
of a shrinking labour force than a decline in the count of 
the unemployed.  Mr. Vyas further states that the count of 
the employed, which is the larger component of the labour 

Number of people in each income tier, in millions

Notes: The poor live on $2 or less daily, low income on $2.01-$10, middle 
income on $10.01-$20, upper-middle income on $20.01-$50, and high 
income on more than $50; figures in 2011 purchasing power parities and 
in 2011 prices. It is assumed there is no change in the income distribu-
tion from the benchmark year for the projection to 2019.

Estimates of change are computed before the underlying population 
counts are rounded.

Source: Pew Research Center analysis of the World Bank’s PovcalNet 
database.

PEW RESEARCH CENTER

Estimated number of people in each income tier in 2020 before 
and after the global recession, in millions

Notes: The poor live on $2 or less daily, low income on $2.01-$10, middle 
income on $10.01-$20, upper-middle income on $20.01-$50, and high 
income on more than $50; figures expressed in 2011 purchasing power 
parities in 2011 prices. It is assumed there is no change in the income 
distribution from the benchmark year for the projection to 2020. The term 
“post-pandemic” refers to the period since the onset of the pandemic in 
January 2020.

Source: Pew Research Center analysis of the World Bank’s PovcalNet 
database.

PEW RESEARCH CENTER

Estimated change in the number of people in each income tier 
due to the global recession in 2020, in millions

Notes: The poor live on $2 or less daily, low income on $2.01-$10, middle 
income on $10.01-$20, upper-middle income on $20.01-$50, and high 
income on more than $50; figures expressed in 2011 purchasing power 
parities in 2011 prices. The estimates show the difference in the number 
of people in an income tier based on pre-pandemic projections and 
post-pandemic estimates. The term “post-pandemic’ refers to the period 
since the onset of the pandemic in January 2020. It is assumed there is 
no change in the income distribution from the benchmark year for the 
projection to 2020.

Source: Pew Research Center analysis of the World Bank’s PovcalNet 
database.

PEW RESEARCH CENTER
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force, has declined quite sharply. The 
comparison is done over eight months 
post the severe lockdown of this fiscal, 
i.e. July 2020 through February 2021 to 
the corresponding eight months of the 
previous year. During July-February 
of the previous fiscal, on average, 405.3 
million persons were employed. In 
comparison, during the corresponding 
period of the current year, 395.2 
million persons were employed. This 
implies over 10 million less jobs this 
year than the previous year. So, the 
post-lockdown period is characterized 
by a 2.5% fall in employment and 6.2% 
fall in the count of the unemployed. 
This translates into a 2.8% contraction 
of the labour force. According to 
CMIE’s Vyas, India’s employment rate 
has been falling steadily from 42.7% in 2016-17 to 41.6%, 
40.1% and 39.4% in the following three years till 2019-20. 
As of February 2021 it dropped even further to 37.7%. 
However, this is contradictory to the Employees’ Provident 
Fund Organisation (EPFO) data which stated that in 
January 2021, 13.35 lakh new jobs across age groups were 
registered with EPFO, which is the highest net job creation 
number since Sep 2017 when EPFO started releasing the 
monthly data. January’s payroll numbers mark a month-
on-month increase of 24% over December 2020. On a 
year-on-year (over January 2020) basis this is a 27.8% 
improvement. Besides, of the 13.35 lakh net subscribers 
added during the month of January 2021, around 8.20 lakh 
new members will receive the benefit of EPFO’s social 

security schemes for the first time. 
Around 5.16 lakh net subscribers exited 
and then rejoined EPFO indicating 
switching of jobs by the subscribers 
within the establishments covered by 
EPFO. Increase in hiring activity is also 
reflected in Naukri Job Speak Report, a 
monthly index records hiring activity 
based on newly added job listings 
on Naukri.com by City, Industry, 
Functional area, and Experience 
level. Thus, some of the destruction 
in jobs in middle income category has 
been restored or the sentiments have 
certainly improved based on hiring 
activity, while it has probably not been 
broad based.

Unemplyment rate (%)

Source: CMIE
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Naukri Job Speak index (% yoy)

Source: Infoedge
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According to 
CMIE’s Vyas, India’s 
employment rate 
has been falling 
steadily from 42.7% 
in 2016-17 to 41.6%, 
40.1% and 39.4% in 
the following three 
years till 2019-20. 
As of February 2021 
it dropped even 
further to 37.7%.
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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

SchoolMitra
SchoolMitra is a leading SaaS-Based platform for K-12 students. In the era of consolidation, 
everybody prefers everything under one single roof, and that’s exactly what SchoolMitra has 
to offer to all its users. A digital platform for schools, teachers, parents and students. The 
company is currently clocking an MRR of Rs 20 lakhs with 50K+ DAUs, 150K+ MAUs and a 
B2B retention rate of 85%+. The company’s vision is to enable education in the remotest corner 
of the country.
Backed by experienced founders and marquee investors like CBA Partners, the company is 

now looking to raise USD 3.0 million for the next phase of expansion, and we would love to explore your investment 
interest.

Key Highlights:
• Large User base: Has reached to 50K+ DAUs and 150K MAUs (10x Growth post-Covid) and had over 500 Mn+ 
engagement points on the Platform till now
• High Adoption Rate: The platform is used by over 5000+ teachers who conduct over 5000+ classes daily and is trusted 
by over 1000 schools across the country (mostly in Tier 2 & Tier 3 cities)
• High Retention Ratio: 85%
• Longer User Engagement: Students are using the platform for over 60 minutes/day on average

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.

IIO Technologies
IIO Technologies, a pioneer & first-mover in the Drone Defense Solutions & Tactical Drones in 
India. In a market that is expected to grow at an unbelievable CAGR of 29% (Period: 2018-2024), 
the company’s vision is to build the largest and most trusted anti-drone solution provider in the 
country. The Company has already garnered orders from government agencies and has a robust 
pipeline. In this high-growth sector, they have come out to be a market leader and are growing 
continuously in a fast-paced environment.

 A technology-centric & data-driven powerhouse with a focus on indigenization and “Make in India” and backed 
by an extremely passionate team, IIO Technologies has successfully developed a platform named Skyfort - A fully 
customizable and scalable software platform that can be integrated into all existing and upcoming sensors to gear up 
against network-centric operation requirements.
IIO Technologies currently hones five anti-drone products including Skyfort Brahma, 3Dev, 3Netra, IIO C5+R3+EO 
and IIO G1 Drone Gun
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Semiconductors:
WALL OF WORRY

A few months back, when the companies 
worldwide started recovering from the 
pandemic-hit lows, they had no idea that 
another challenge was waiting for them. From 

electronic appliance makers to car manufacturers and 
mobile makers - all had to hold back the production 
after the $450 billion industry for 
semiconductors got ravaged by the 
aftereffects of the Covid-19 pandemic. 
The semiconductors form the DNA of 
a wide variety of new-age gadgets like 
smartphones, computers, industrial 
equipment and cars. They are also 
sought for emerging markets of AI, 
computing and advanced wireless 
networks. Chips are in everything 
today—from consumer durables like 
televisions and washing machines to 
cameras and WiFi routers, from cars 
to mobile phones, power grids and 
telecom towers. A massive surge in 
demand for consumer electronics, 
globally, due to work from home 
practices adopted by firms and a 
sharp uptick in personal vehicle sales 
amid the virus fear caused the crisis. 

When the pandemic came suddenly early last year most 
manufacturers cut back on production and sharply scaled 
down their orders for semiconductors, driven as they 
were by the practice of maintaining just in time inventory. 
But demand for laptops and smartphones, key users of 
chips, jumped as people shifted to working and learning 

from home. This was followed 
by a jump in demand for home 
entertainment devices, from TVs to 
game consoles, again big consumers of 
semiconductors. Then later last year 
as the world moved out of lockdowns 
and got back to manufacturing 
on a bigger scale, asking for more 
semiconductors again, there was a 
shortage and the realisation dawned 
as to how much manufacturing was 
now being driven by semiconductors. 
A global shortage of semiconductor 
chips is disrupting automobile 
manufacturing. From the US to India, 
automakers have had to reduce 
production and shut down plants. 
The losses of revenues and profits 
add up to millions of dollars. It is not 
just the auto industry that is worrying 

The semiconductors 
form the DNA of 
a wide variety of 
new-age gadgets 
like smartphones, 
computers, 
industrial 
equipment and 
cars. They are also 
sought for emerging 
markets of AI, 
computing and 
advanced wireless 
networks.
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Production hampered
Even as India Auto Inc drives out of the slowdown and the 
passenger vehicle industry sees an uptick in sales, there 
continues to be a marked supply-demand mismatch. 
This is mainly a result of inadequate 
supplies of critical production 
material like semiconductors. Bosch, 
which is a key supplier to most Indian 
automakers, said the steep escalation 
of demand in consumer electronics 
industry driven by safety and hygiene 
sentiments, coupled with the rise of 
5G connectivity, has led to surge in 
global demand of semiconductors. 
Imports of Bosch India Ltd. has been 
impacted with severe supply shortage 
for imported microprocessors 
(semiconductors), leading to reduced 
ability to deliver to the automotive 
market demand in India. Ford, 
Nissan, Volkswagen, Fiat Chrysler, 

Honda Cars and Toyota were some of the top automakers 
that curtailed production amid a global semiconductor 
shortage. The shortage impacted production in other 
industries too, such as smartphones and electronics. 
Operations at mobile manufacturer Lava and Micromax 

were almost stuttered to a halt after 
its chipset supplier MediaTek ran 
out of stock. The chip shortages also 
forced Apple to push back the rollout 
of its latest lineup of iPhones until 
early November.

Management comment on 
shortages 
Ashok Leyland 
The global auto industry has been 
affected by the constraint in the 
supply of electronic control units, 
ECUs as we call them, owing to a 
global shortage of semiconductors. 
The Indian automotive industry has 
been no exception. We are closely 

Ford, Nissan, 
Volkswagen, Fiat 
Chrysler, Honda 
Cars and Toyota 
were some of the 
top automakers that 
curtailed production 
amid a global 
semiconductor 
shortage.

about chip scarcity. The pandemic had increased the 
demand for devices, and mobile phone, tablet and laptop 
manufacturers have snapped up all available chips. Taking 
the pluses and minuses together, global semiconductor 
demand is set to grow by 8.4% in the current year, up 
from 5.1% in the previous year. This is leading to price 
rises in an industry known more for bringing down prices 
as a result of Moore’s law in operation. TSMC, the giant 
Taiwan chipmaker, is set to raise prices by 10-15%.

Industries-wise demand for semiconduc-
tor India
Category Demand 

Share
Total Value 
(USD Bn.)

Communication 33.0% 136.0
Computer 28.5% 117.0
Consumer 13.3% 54.7
Automotive 12.2% 50.2
Industrial 11.9% 48.9
Government 1.3% 5.2

Source: Semiconductor Industry Association, 2020

Semiconductors and shortage issue
Semiconductors are typically silicon chips that perform 
control and memory functions in products ranging from 
computers and cellphones to vehicles and microwave 
ovens. The world saw an unprecedented demand for 
servers, internet connectivity and cloud usage as online 
collaboration grew massively during work from home. 
And according to the EY report, the semiconductors 
industry was already facing a demand-supply crisis 
and the delay in imports from China after the Indo-
China clash at the Galwan Valley added fuel to the fire. 
The OEM’s faced massive supply chain issues after the 
government implemented curbs on imports from china. 
The industry also relied on a few global players — which 
led to the crisis after a huge demand surge. China and 
Taiwan own a significant portion of the semiconductor 
manufacturing market in the world. The auto industry 
is using more semiconductors than ever before in new 
vehicles with electronic features such as Bluetooth 
connectivity and driver-assist, navigation and hybrid-
electric systems. 

Semiconductors Equipment Value Chain
Wafer Manufacturing (Front-End)

Assembling, Testing & Packaging (Back-End)

Source: Semi.org

Silicon wafer 
manufacturing

Thermal 
Oxidation Patterning Etiching Doping/

Diffusion
Wafer  
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Deposition Passivation
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monitoring the situation with our suppliers, as this can 
have an impact on production if the constraints do not 
ease. We are -- hopefully, the semiconductor shortage 
should also stabilize. And things can get back to normal, 
by which time the demand would have also started 
to grow. The semiconductor issue is of global supply 
chain, and it’s something that they are not able to pin 
down absolutely as to how it’s going to work. We have 
mitigating plans. We are working through everything. 
So, it’s a matter of navigating through this period, which 
is still a relatively volatile period. And I’m sure we are 
strong to come out of it. 

Bajaj Auto
Regarding delay in Chetak - It’s very, very unfortunate, 
but despite an overwhelming response, which it received 
due to the vulnerabilities in the supply chain, which is 
first because of sourcing being from Wuhan itself, and 
then after that, the semiconductor shortages hit us. 
However, the global shortage of ECUs is not impacting 
Bajaj Auto’s other conventional products.

Hero MotoCorp
The semiconductor is impacting globally the auto 
industry, but we managed it well. And it’s in control as 
far as we are concerned. Our products are less dependent 
on semiconductors. I think though I’m not an expert of 
four-wheelers, but what I understand is four-wheeler 
sector is more dependent on the semiconductors, 
supplies are picking up, but through our storage, our 
stocks or the backend, we are managing it well. So, we 
haven’t faced any production losses so far on account of 
semiconductors 

Maruti Suzuki
There is a clear and distinct risk, but 
so far, we have not been affected. 
And we are monitoring the situation 
month to month, week to week. And 
-- but in case there is any fear of 
disruption, we will inform you. So 
far, we are not affected, but we are 
monitoring, for example, the next 
month, the next two months, the next 
few weeks. So, far we are doing fine. 
And we hope that we should be able to 
run our line without any problem. But 
it’s a distinct risk, many other auto 
manufacturers have been affected 

Tata Motors
The company is not fully 
protected against the shortage of 
semiconductors but was looking 
for alternative solutions wherever 
possible to keep its production lines 
going. It is an extremely volatile and 
therefore unpredictable situation, not 

just for Tata Motors but for the industry. The question 
whether we are fighting this unpredictability for another 
three months or six months and what could it effectively 
do to our efforts to ramp up our own capacity in order to 
meet customers demand in the coming fiscal year — well 
we are keeping fingers crossed and hoping the situation 
will sort out soon.

Mahindra & Mahindra
Management mentioned that it was bracing itself 
after the recent disruption caused by the industry’s 
semiconductors shortage. Operations of the company in 
the automotive sector will be affected by global supply 
shortage of micro-processors (semiconductors) used in 
electronic control units (ECUs) which are supplied by 
Bosch.

Production concentration
Chip production is concentrated in the Asia Pacific 
region—Taiwan, South Korea, Japan, China and 
Singapore. Chip fabrication plants are running at full 
capacities, but many industry experts predict the shortage 
could go on till 2022 or longer because chip demand in 
every device is going up. The chip business is segmented 
into integrated players such as Intel that design and 
manufacture their own chips; chip design companies 
such as Qualcomm; and pure chip fabrication foundries 
or FABs such as Taiwan Semiconductor Manufacturing 
Company (TSMC), GlobalFoundries of the US or 
Semiconductor Manufacturing International Corporation 
(SMIC) of China. Some companies like Samsung design 
chips but also have huge FAB capacity for other designers. 
Chip nationalism—where countries with chip capacities 
are trying to ensure that they tie-up supplies and stocks 

for their requirements first—is going 
to create additional problems for 
those that do not have their own 
production facilities.

In the US, both Republicans and 
Democrats are worried enough 
about the chip shortage to propose 
a law that will allocate billions of 
dollars to increase development and 
manufacturing of chips in the nation 
and reduce outside dependence. 
Though the US has a lot of production 
capacity, its demand outstrips its 
supplies and lately, it has depended 
heavily on global suppliers in South 
Korea, China and Taiwan.

In China, the government is ramping 
up capabilities too. Till recently, China 
was considered to be lagging behind 
the US when it came to chip designs. 
And it was also behind Taiwan, 
South Korea and the US in terms of 

Chip production is 
concentrated in the 
Asia Pacific region—
Taiwan, South Korea, 
Japan, China and 
Singapore. Chip 
fabrication plants 
are running at full 
capacities, but many 
industry experts 
predict the shortage 
could go on till 2022 
or longer because 
chip demand in every 
device is going up.
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sophisticated FABs that churn out the most advanced 
chips. China has many foundries but Taiwan and South 
Korea’s newest FABs are far more advanced.

India finds itself in a not-too-happy position in this 
regard. While it has a decent chip design talent, it never 
built up chip FAB capacity. The ISRO has a FAB foundry 
and the DRDO has one too. But they are primarily for the 
requirements of the respective organisations and also not 
as sophisticated as the latest in the world.

Can India set up a chipset plant?
Semiconductor manufacturing process requires unique 
and sometimes scarce raw materials and chemical 
substances. Due to their unique and specialised character, 
these tend not to be widely available and can sometimes 
only be mined in conflict areas. Although the country 
has developed expertise in chip designing, it still lacks 
fabrication facilities, requiring huge investments. 
Microprocessor chips are produced in high technology 
facilities called semiconductor fabrication units or simply 
FAB units. India currently has a limited number of fabless 
startups and companies with state-of-the-art R&D 
centres focusing on chip design.

Since 2006, different governments have tried to get 
companies to set up FAB units in India without success. 
Two separate consortia had expressed interest earlier 
but failed to get their act together or backed out for some 
reason. Part of the problem is the investment required 
and the technology that needs to be mastered. The latest 
TSMC state-of-the-art FAB unit costs over $13 billion 
to build. Even smaller and less sophisticated foundries 
would require several billion dollars of investment. FAB 
plants also require a lot of land, clean water, stable power 
and a highly skilled workforce. Above all, FAB companies 
look at the long term—10 to 15 years—when deciding on 
geography. They need policy stability, assured demand 
and long-term incentives. One thing that has turned in 
India’s favour is domestic demand. By some estimates, 
India accounts for 5% of the world’s chip demand and the 
country’s consumption is growing at 25% per annum. This 
could be attractive to a global FAB manufacturer. But that 
alone might not be enough. The government needs to look 
at chip fabrication as a strategic industry where it needs 
to get involved and invest in, just as China is doing. 

Government’s move for chip plants
In an ambitious move, the Centre is targeting global 
leaders for setting up semiconductor fabrication (fab) 
plants in the country. The Ministry of Electronics and 
Information Technology (MeitY) is coordinating the effort 
and has drawn up a target list of potential companies. 
They include Taiwanese majors Taiwan Semiconductor 
Manufacturing Company, VIA Technologies Inc., and 
United Microelectronics Corporation, US giants Intel, 
Micron Technology, Inc., NXP Semiconductors, and 
Texas Instruments, Japanese players Fuji Electric Co. and 

Panasonic, European chipmakers Infineon Technologies 
AG and STMicroelectronics, and South Korean SK hynix 
Inc. and Samsung. The move comes after MeitY floated 
an expression of interest from global as well as Indian 
joint ventures last December. The deadline for companies 
to submit a preliminary project report is March 31. Plan 
is part of making India’s electronics system design and 
manufacturing a $400-billion industry by 2025 — $118 
billion will be from exports. The government will provide 
incentives of over $25 billion, of which $9 billion will be 
for semiconductor and display fab, fabless companies and 
Internet of Things. The government is looking at a fab 
plant on three levels. It is seeking preliminary interest 
from integrated design manufacturers, foundries or 
a consortium with an Indian company to set up a new 
fab plant or expand an existing one. This plant will use 
complementary metal oxide semiconductor technology 
— an advanced method of making integrated circuits — to 
manufacture processors, memory integrated circuits 
with a capacity of 30,000 wafer starts per month and a 
wafer size of 300 millimeter (mm). At the second level, 
MeitY seeks players with the same qualifications to set 
up a semiconductor unit of emerging technologies with 
a wafer size of 200 mm. At the third level, it is interested 
in Indian companies that are part of a consortium 
seeking to acquire a semiconductor fab unit in India. 
While the government has yet to decide on the financial 
package it will offer potential players, MeitY expects the 
fiscal support for semiconductor and display-focused 
ion beam technology, as well as domestic fabless 
product companies and the Internet of Things devices 
and wearables, could be to the tune of $5 billion. The 
government has asked potential investors what kind 
of financial support they require from it, whether it 
is grant-in- aid, viability gap funding in the form of 
equity or long-term interest-free loans, tax incentives, 
or infrastructure support. It has also asked them to 
specify the support they will need from states. Interested 
companies have also been asked to give details of their 
investment and technology specifications. Based on these 
details, the government will devise a scheme for them to 
set up a manufacturing plant. This is not the first time 
India has looked to create such a plant here. In 2007, a 
certain buzz broke out around Intel planning to set one up 
but in the end, it switched to China and Vietnam because 
it believed the government’s policy was not thought 
through. Then in 2013, the government gave the go-ahead 
to two proposals, one led by Jaypee Group and the other 
by Hindustan Semiconductor Manufacturing Corporation. 
Both were backed by a substantial government subsidy 
for the project cost. But they too failed to take off, despite 
both companies initially touting figures of investments 
totaling over ~25,000 crore. This time, given the 
government’s huge push to make India a global hub for 
electronics system design and manufacturing (backed by 
production incentives), the outcome might be different.
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Indian equity market in the month of March declined 
by 5% as the rally seems to have been derailed amid 
concern over surge in corona virus cases in parts of 
Indian states and with expectation of impositions of 

curfews with restrictions on social and political gathering. 
Several other factors like rise in crude oil prices, US 
bond yields and the dollar index contributed towards the 
Index decline. Bond yields are largely inversely related to 
equity return. As a result, domestic 
market which couple of days 
back was looking overvalued and 
overstretched found reasons for a 
healthy correction. Joining the global 
sell-off spree Mid-cap and Small-Cap 
index ended the month with a decline 
of 3.3% and 3.0% respectively. On the 
sectoral front, IT, FMCG managed 
to end in green with a gain of 1%. 
Sectors like PSU Banks, Realty and 
Auto lost its sheen as it seems to 
have lost investor interest and ended 
the month with a decline of more 
than 8%. Foreign Investors though 
continues to retain confidence in 
domestic market as they remain net 
buyers for six consecutive months in 
a row with net buy of Rs.5595 cr. 

Technical Observation
Nifty past month had been trading in the range of 14300-
15350. Amidst this 1000-point range gaps created since 
the budget day has been fulfilled which was a cause of 
concern for some. On the weekly time frame couple of 
Inside day with long upper shadow indicated presence 
of selling at higher levels. Sell-off at higher levels was 

because Index faced resistance from 
the long term trendline since 2010 
onward. Overall volatility remained 
high and it seems that investors are 
awaiting clarity instead of opting for 
an aggressive position. The rising 
trendline since March’20 had been 
providing important support for 
multiple number of times. However 
last month Index breached the 
elevated support from the rising 
trendline around 14950-15000 level 
which would act as crucial barrier 
for the market to head higher. So 
here onward Nifty is likely to face 
resistance from multiple points 
around the zone of 14950-15250. 
However supportive efforts emerged 
from elevated support base of 
14350-14400 based on the couple of 

Technical view 

It can be expected 
that index is unlikely 
to breach the strong 
support zone of 
13995-14300 it 
marks the 61.8% 
retracement of 
current up move 
(13596-15431) which 
further coincides 
with the Budget day 
gap area in the daily 
time frame and the 
100dma .



49 April 2021INSIGHT

technical parameters first being the 61.8% retracement 
(High: 15431; Low:13596) followed by the breakaway gap 
on the budget day. Hence any dip from here on should be 
capitalized as incremental buying opportunity in quality 
large caps and midcaps stock.

On the Oscillator front, weekly MACD line though is 
trading above the signal line but momentum has been 
receding for the past couple of weeks. The 14-period RSI 
on the daily time frame is presently trading at 38 while 
on the weekly time frame it is at 61. RSI trading above of 
60 level mark is an indication of strong uptrend. Daily 13 
period ADX has cooled off substantially now trading at 21 
indicating emergence of trend on the short side, the daily 
stochastic oscillator has found support at its key area 
from the 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.

Nifty in the current situation has breached the crucial 
short-term averages of 20 and 50 dma in daily time 
frame. The zone of 14200-14400 is an important zone 
for Nifty, since May 2020 Index has not sustain below 
the 50dma and in the current scenario pricewise Index 
has not corrected more than 8-9%. So, correction to the 
tune of 8-9% from the high comes around 14200 mark, 
also the budget gap area also commensurate with the 
same. Hence only a decisive close below the zone of 14200 
would increase chances for severe correction towards the 
100 dma at 13995 followed by the previous swing low of 
January 29 at 13596. The expanding nature of the Bollinger 
bands also indicates that the Index is coming out of its 
consolidation phase and a clear trend might emerge.

The broader market indices too halted their long 
rally and underwent healthy retracement after recent 
outperformance. Price wise, the Nifty midcap and small 
cap indices have not corrected for more than 9-10%, since 
March 2020. Meanwhile, since June 2020, on multiple 
occasions elevated buying demand emerged from 50 days 

EMA coinciding with rising trend line. In the current 
scenario as well, both indices bounced after correcting 
8%, each and respected 50 days EMA, indicating 
inherent strength. Hence, it can be inferred that the 
broader market would regain momentum and relatively 
outperform the benchmark. 

Key point to highlight that the Benchmark Indices has 
undergone a slower pace of retracement considering the 
relentless rally of the previous year further validating of a 
healthy correction. The retracement level since Budget’21 
(High:15431; Low: 13596) are placed with crucial support 
levels which are as follows: 1) 61.8% retracement at 14297 2) 
78.2% retracement coupled with 100 dma at 13995 

To sum up, it can be expected that index is unlikely to 
breach the strong support zone of 13995-14300 it marks 
the 61.8% retracement of current up move (13596-15431) 
which further coincides with the Budget day gap area  
in the daily time frame and the 100dma . Technically, 
correction to the extent of 8-9% from the high also 
commensurate around the said level. Broader market 
too after a deeper correction are now near their crucial 
support area so there is possibility of some bounce 
in these indices in coming session as well. Hence to 
conclude it can expected that the volatility though would 
remain high but the index would consolidate with a 
positive bias in the broad range of 14300-15000 amid 
stock specific action. Traders though need to watch if 
the Nifty is able to hold above the immediate supports of 
14300. Only the decisive close below 14300 would result 
into breach of rhythm of not correcting more than 9% 
since May 2020 and lead to extended correction, else 
continuance of stock specific action amid rotational 
sectoral churn to continue. Therefore, dips should be 
capitalised to accumulate quality large cap and mid-caps 
in a staggered manner. Breach of 14300 however would 
further exaggerate the correction towards 14100-14000 
levels followed by January’21 low of 13595. A decisive close 
above psychological level of 15000 and the 50dma would 
confirm conclusion of ongoing corrective phase with an 
extended target of 15300
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Masterclass
with Super-Investors

Vishal Mittal
Saurabh Basrar

BOOK REVIEW

The book explores various 
facets of investing- how they 
started, how their investment 
framework evolved over the 

years, their methods of idea generation 
and portfolio construction etc. The 
common facets of their investment 
styles are – integrity, independent 
thinking, long term mindset, and 
prudent risk-taking ability.

This book covers some of most 
prominent investors and also the 
lesser known investors who have 
been enormously successful in their 
endeavors.

Key takeaways from Ramesh 
Damani:
His style of investing is more of a 
value-oriented bottom up approach 
and he starts his analysis by looking at 
the market capitalization or Enterprise 
value of the business and then see if as 
a businessman whether he is willing to 
buy the whole business at that mcap 
or EV. How cheap is the company in 
relation to the size of the opportunity 
or where it could be after 10 years? 
And the idea generation filters from 
his voracious habit of reading. The 
gold standard is reading annual 

reports. Also, he meets management 
when the investment is young and 
now experience and wisdom helps 
to navigate in his judgement making 
process more than meetings. Though 
he finds management being less bullish 
than him in their own company itself.

His style of investing is a blend of 
both buy and hold and capitalizing 
at the peak. Some of the stocks he is 
holding since ages. Normally he tends 
to sell his investments when the bull 
market is over. There are behavioral 
and valuation aspect to identify a bull 
and a bear market and it is more of 

This book is a real treat to go back in history 
and read some of the successful investors 
and their journey in making wealth from the 
Indian stock market. 
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an experience to identify it. He never 
tries to sell a stock just because it 
has moved up significantly and buy 
it back again when it falls back. His 
experience tells that this style is rarely 
done successfully by any investors per 
se. He generally tends to buy midcap 
and small cap. His mantra is to double 
the money in 3 years, and he has been 
successful in doing that over last 3 
decades across bull and bear market.

Key takeaways from 
Raamdeo Agrawal:
He is an ardent follower of Warren 
Buffet and they have tried to inculcate 
the teaching from Buffet in their 
portfolio, in wealth creation studies, 
equity research & corporate strategy 
design.

His approach and also MOSL AMC 
approach and philosophy has been 
QGLP and there is no deviation and 
negotiation on that.  QGLP: it starts 
with quality of business, then Quality 
of Management, Growth, Longevity 
of Growth and finally a reasonable 
valuation in sequence. To simply put it 
this way, he is looking for predictable 
business, secular growth, good 
quality businesses run by good quality 
managements, which are a 10-15 
years story. For quality he says that 
it has two parts: quality of business 
and quality of management. Three 
types of businesses – Great, Good and 
Gruesome (Berkshire Annual Report 
2007). For the quality of management, 
it requires attributes of competencies, 
passion for growth and unquestionable 
integrity. He tends to look at stocks 
which has the potential to double in 
three years. I.e., a 25% CAGR.

He believes in focused portfolio 
strategy in investing. His significant 
learning also has been to average 
up. Secondly, he focuses on where 
tailwind is, without which it is difficult 
to become big. Once that has been 
learnt than focus on companies and 
management to bet in it.

Key takeaways from 
Rajshekhar Iyer:
He believes in pyramiding and won’t 
invest in a falling stock price. As an 
approach he prefers to put stop loss to 
his investments at cost or average price 
and this insulates him from risking 
permanent capital loss. In deciding 

risk, he looks at stock on both favorable 
and unfavorable circumstances. If 
potential drawdown is 35% in worst 
case scenario, then look at individual 
stocks which is causing maximum 
drawdowns and manage it at stock 
level. Overall drawdown is limited to 
10% to 15%. He believes that in position 
sizing, loss potential is a very important 
aspect in deciding the position sizing. 
And this needs to be expressed as 
percentage of portfolio. If he is willing 
to lose 1% of his portfolio than he would 
buy 1% or else, he can buy 2% and put 
a 50% stop loss. Now if the best idea 
should get 15% allocation, but if he is 
willing to lose only 1% of his overall 
portfolio than the stop loss needs to be 
at 6% to 7% drawdowns. Also, for stop 
loss on individual stocks he looks at the 
weekly chart and the volatility in it.

His style of selling is to exit the stock 

once the downtrend is established. 
Downtrend has to be taken in context 
of what is happening in the company 
and also from a valuation standpoint. 
Valuation, growth slowing down could 
be some of the reasons. 

He doesn’t like to pay 15 times earnings 
i.e., 6% to 7% earning yield. Two factors 
for multibaggers- strong earnings 
growth after you buy stock & low P/E 
that turns into high P/E after you buy. 
When you buy expensive stocks one 
source of return (rerating) is often not 
there. Also risk of derating of valuation 
over a period of time shrinks the return 
profile.

Finally, the most important thing 
in strategy is defining what you will 
not do. Another important thing to 
emphasis is value with growth is 
better than value with no growth. This 
encompasses an important concept of 
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quality mentioned in Common stock 
and Uncommon Profits, from Philip 
Fisher.

Key takeaways from Anil 
Goel:
He looks for multibagger ideas, five 
to ten times over the next few years. 
Most invests in midcaps, out of favor 
companies. He believes in buying low 
P/E stocks and the P/E re-rating over 
the years itself is potentially trigger 
for the stock to become multibagger. 
To put in context, a stock with growth 
in earnings and P/E re-rating is 
a potential mutlibagger idea. His 
investment philosophy is KCPLTD- 
Knowledge, Conviction, Patience, Luck 
& Timely Deployment. His approach 
is to understand the business deeply 
and that becomes handy in identifying 
earning explosion early. For cyclical 
business more than the asset value, 
he emphasizes more on the earning 
revival and business cycle turning up 
in order to time the market. Otherwise 
based on asset value it could be a value 
trap.

Key takeaways from Govind 
Parikh:
He has made many successful 
multibagger investments primarily in 
south based companies. His mantra 
is to invest in top quality businesses, 
backed by credible management, at 
low market cap, and hold them for long 
periods of time. He generally prefers 
to buy small ticket and closely watch 
the company and slowly build up his 
position in a decided price range. Big 
money can be made during extreme 
phase of panic and euphoria. 

His advice is to simply follow 
investment with quality companies 
and target CAGR of 20% to 25% and 
if any market crashes happens, then 
than you get the opportunity of a 20% 
CAGR becoming 80% CAGR for a brief 
period of time. This how wealth could 
be accumulated over the years.

Key takeaways from Hiren 
Ved:
He looks at valuation from many 
different perspectives: growth over 
the next three to five years, RoCE, and 
valuations. First, what is the headroom 
for growth? If you believe the business 
can keep compounding and achieve an 

absolute scale that is much bigger than 
what you see now, then what you pay in 
terms of P/E or EV/EBIDTA today has 
no meaning. 

His Philosophy is GARP. He wants 
to buy businesses that the market is 
willing to give disproportionate value 
in the future. So, P/E expansion can 
be a major part of the return. In his 
risk management, the basic premise 
is earnings growth and justifiable 
valuations. Quality of the business 
and good management team leads to 
a potential rerating of P/E in future. 
This is how identified Bajaj Finance way 
ahead of everyone.

He believes that growth and quality 
has worked always in India. When 
growth is not broad based, quality 
outperforms. When growth is broad-
based, value will start outperforming. 
With institutionalization of markets, 
for a thematic or sectoral play, you 
should just buy the best and the largest 
company, where the fastest money will 
be made on a risk adjusted basis.

Key takeaways from Kenneth 
Andrade:
His style of investing is focused more 
on protecting the downside more than 
catching the upside. Bent of mind is 
more value driven than anything else. 
Finding capital efficiency at the trough 
of the cycle. If the down cycle extends 
it’s a tough challenge. Buying market 
leader at a good price is the mantra and 
keep doing the same thing repeatedly. 
If the risk-free return is x, they try to 
work for a number double of that for 
returns.

For capital efficiency there are two 
parts: Profit as the numerator and 
capital employed as the denominator. 
The former is function of the industry 
environment, while later is the function 
of the management. At the peak of the 
cycle, capital deployed is always the 
highest. So, one parameter to look at is 
the addition to gross block at the peak 
of the cycle to judge the misallocation 
and if so wealth destruction.

From a valuation standpoint 
structurally if a company can deliver 
our money back in five years, then we 
will pay five-time EV/EBIDTA. That is 
the thumb rule. His basic argument is 
that if EV/Sales or MCap/Sales is one, 
and even if the P/E multiple is high, it 

means the business is not earning too 
much. Here than one needs to look 
in details capital efficiency in terms 
of sales and what part of the cycle the 
company is in evaluating the case.

Key takeaways from Shyam 
Shekhar:
His philosophy is deeply ingrained 
in conservative accounting, sound 
management, solid franchises and 
exceptional capital allocation. Approach 
which is more oriented to Philip Fisher. 
He believes that balance sheet reflects 
80% of the management decision and 
20% is in P&L. 

He is willing to invest in a company 
which funds its growth through 
internal accruals rather than debt. It 
reflects the quality of growth. Similar 
companies with same RoEs, on one 
funding growth with debt and other 
with cashflows. Even if the later has a 
tad lower growth he would prefer to go 
with the second.

Grahamian investing really hurts 
is that it is 80% P&L (low P/E) and 
20% Balance sheet (Book Value). But 
in Fishers style of investing you are 
seeing growth from a balance sheet 
perspective. He believes that if you 
focus on P&L instead of B/S, you will 
always need to pay a premium. By 
the time it gets reflected in P&L, the 
valuation would have already gone 
up. But in B/S you have to live through 
the waiting period. He prefers to look 
cashflow and is willing to pay five years 
cash flow. For cyclicals the approach is 
on the replacement value/asset value 
and margin of safety.

Idea generation is mostly theme based. 
He doesn’t meet any management 
and relies of information in public 
domain and is used to working with 
such minimal information. Though he 
does his in-depth analysis to validate 
his thesis before investing and keep 
reinforcing it thereafter. He follows 
trend in earnings and believes that a 
transformation clearly is a progression 
and it will show up as a trend.

Portfolio allocation is 70% in about 7 
to 10 stocks and the balance 30% is 
an exploratory portfolio which has 15 
to 20 stocks. Leverage is not beyond 
5% to 10%. He gradually scales up an 
investment position.
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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). 

We’re shortlisted for Teach for India X!
We’re glad to share, that our co-founder Rinsa Perapadan is among 
the 11 shortlisted for the 2021 cohort of Teach for India X!

Teach for India X helps identify and develop leaders committed 
to educating every child, in every corner of the country. Through 

these leaders they want to achieve the collective vision of “One day all children will attain an excellent education”. Now, 
Rinsa from Gyanada Foundation will be contributing to help strengthen their vision further. The fellowship is for a 
duration of two years wherein, we’ll be reaching out to more children and under resourced schools. We’ll be coming up 
with our own fellowship to engage people from technical background who wish to contribute to the education sector. 
They’ll either be a part of the teacher training programme or our in-school or after-school classroom programme.

Our first Teacher Training Batch!
We are starting our first teacher training programme batch on 30th 
March, 2021 with a batch of six teachers. All through the past months, 
we have been involved with designing and structuring of our own 
curriculum to be used as training modules. We aim to train teachers 
in both the computer programming as well as hardware computation. 
They’ll be trained in all our modules- Scratch, Thunkable, Python, 
Basics of Electronics and Arduino. This will be a part of our initiative- 
ECCC- Every Child Can Code, where our aim is to train teachers 
since they are the ones who in the end impart knowledge and teach 
children. After successful completion of the programme, these six 
teachers would be a part of our in-school program with our partner 
school, M.D Bhatia. They will be teaching both hardware and software 
aspects of computers to children of grade 1 to grade 10.  
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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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