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Market
Overview

There has been clear nervousness and 
indecision within participants across world 
equity markets as there were talks of tapering 
of monthly stimulus of USD 120 billion by US 
Federal Reserve. The confirmation came at the 
Jackson Hole symposium where the US Federal 
Reserve Chair Jerome Powell delivered the 
much-anticipated speech. 
It was made clear that the US would 
scale back its quantum of bond 
purchases before end of this year 
as hiring continues to improve and 
inflation rates are solidly above 2% 
mark and growth indicators strong 
and bullish. However, interest rates 
will continue to linger near zero 
for the time being since Mr. Powell 
believes that there’s still “much 
ground to cover to reach maximum 
employment,”. In many ways, the 
signs were tell tale given the strength 
of the US economy and at the same 
time the ballooning size of the 
balance sheet of US Federal Reserve. 

More importantly, majority of the 
objectives have been met and the US 
economy has reached a point where 
it no longer needs as much policy 
support. Mr. Powell however feels 
that inflation is transitory and will 
drop eventually to the target level as 
some of the factors contributing to 
higher inflation have already starting 
to ebb. On the employment front, 
Powell noted that the delta variant 
of Covid “presents a near-term risk” 
to getting back to full employment. 
However, he said “the prospects are 
good for continued progress toward 
maximum employment.”The US 

equity markets scaled higher post 
announcements which could lead one 
to think that markets were probably 
expecting aggressive announcements 
and were thus relieved at the slow 
approach of the US Fed so as to 
deal with the gradual tapering. 
Nevertheless, Fed’s move could 
lead, over time, to somewhat higher 
borrowing costs for mortgages, 
credit cards and business loans.The 
upcoming September FOMC meet 
will provide with much clarity. For 
emerging markets, it is still a risk, 
albeit this time US Fed has cajoled 
the markets with taper talks unlike 
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2013 which came as a shock. Besides, 
there are fundamental differences 
as well between 2013 and now and 
to start with US employment, GDP 
growth and US inflation were below 
long-run targets in 2013 while 
they have bettered the targets in 
2021. Thus, the chances of a drastic 
economic slowdown on account of 
gradual withdrawal of stimulus is 
much lesser than what happened 
in 2013. Even for India, the risks are 
much lower since the economy is in a 
much better shape with strong forex 
reserves accounting for more than 
19 months of current account deficit 
as against 3.3 in 2013. The external 
side of Indian economy has been an 
epitome of strength which has also 
been fueled by lower imports during 
the pandemic. Moreover, inflation is a 
lot more stable now as against above 
9% in 2013 and GDP outlook is strong 
for FY22 & 23. Thus, the chances of 
sudden and abrupt capital flight and 
equity market correction is off the 
table and even in such a possibility, 
the markets are in a better position 
unlike 2013.

Having said that the easy money 
which fueled asset prices will be 
absent and thus rational expectations 
will prevail which will be a reflection 
of pure improvement in earnings 
potential. The fact that the impetus 
towards earnings (from low interest 
rates) as well as valuation rerating 
driven by low interest rates is over. 

Based on a survey of global fund 
managers conducted by Bank of 
America in August, 84% of them 
expected US Fed to start tapering 
before the end of the year albeit 
global growth expectations are 
also at their lowest since April 
2020 while inflation is transitory. 
However, majority still expected US 
Fed to taper given strong growth 
in US economy. Hence majority 
of the fund managers kept their 
overweight stance stable on US 
equities while that of Eurozone and 
emerging market equities waned. 
Particularly, the net overweight 
stance on emerging market equities 
declined from 31% in June to 3% in 
August. Although much of it has 
to be blamed on China given the 
rhetoric on technology companies 
listed in US and to add to it slowing 
economic growth. Besides, the 
resurgence of the Covid-19 delta 
variant has also induced uncertainty 
thus resulting in percentage of fund 
managers overweight equities falling 
to the lowest since January this year.
Although, the allocation is still 1 
standard deviation above long term 
average and which will continue 
given the fact that there is not much 
point to get aggressively into bonds. 
Foreign investors have been net 
sellers in Indian equities since April 
and have recently turned as buyers 
in bonds. If this trend continues 
then it will have implications for 
the markets. Higher participation 
from domestic institutions and retail 
investors have kept the markets 
stable so far although the recent 
activity of retail investors in primary 
markets has waned somewhat and 
this could translate into higher 
secondary activity or some could 
exit as well if markets witness 
time correction from hereon. At 
the same time, some parts of the 
domestic flows are structural in 
nature arising out of financialization 
of savings which has received a 
further boost because of the low 
interest rate environment and even 
if interest rates have bottomed out, 
they are unlikely to shift to debt as 
equity as an investment remains 
attractive. Thus, in short domestic 
equity markets will take cues from 
the strength of the Indian economy 
and the improvement in corporate 

earnings and both are dependent of a 
revival in demand ahead.

Unfortunately, the strong surge in 
India Inc’s profits seen after the first 
wave of Covid-19 was seen losing 
momentum as demand recovery 
falters sequentially. Corporate 
earnings in the first quarter of 
FY22 have been in line with the 
expectations, aided by the deflated 
base of Q1FY21 and localized and 
less stringent lockdowns against 
Q1FY21. It was primarily driven by 
limited impact on economic activity 
wherein Corporate India largely 
operated unabated during the second 
Covid wave. Macro indicators reflect 
that the economy is on the road to 
recovery, backed by fall in Covid-19 
positive cases and ease in lockdown 
restrictions across states. Sectoral 
earnings have diverged sharply on 
account of the impact of second 
Covid-19 wave and higher commodity 
prices impacting the margins of 
select sectors (Auto, Consumer 
Staples, and Durables). On the flip 
side, cyclical sectors such as Metals 
and Oil and Gas have benefitted. 
Management commentaries across 
the board indicate an improvement 
in the demand environment 
post Jun’21, led by the easing of 
restrictions and sharp reduction in 
active Covid-19 cases. The pace of 
vaccination has picked up – average 
daily doses in August stand at 5.2m 
doses/day, v/s 4.3m doses/day in 
July. Amid the likelihood of a decent 

…majority of the 
fund managers kept 
their overweight 
stance stable on US 
equities while that 
of Eurozone and 
emerging market 
equities waned. 
Particularly, the net 
overweight stance 
on emerging market 
equities declined 
from 31% in June to 
3% in August.

…US employment, 
GDP growth and US 
inflation were below 
long-run targets in 
2013 while they have 
bettered the targets 
in 2021. Thus, the 
chances of a drastic 
economic slowdown 
on account of 
gradual withdrawal 
of stimulus is much 
lesser than what 
happened in 2013.
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monsoon season, it is expected that 
corporate earnings to recover as 
economic activity picks up and pace 
of vaccination accelerates further. 
With state specific unlocking under 
way, the management commentary 
was optimistic and hopeful of a 
strong rebound in rest of the year 
(9MFY22E). Managements expect the 
demand scenario to improve in the 
coming quarters amid the festive 
season and rising economic activity 
as the nationwide vaccination drive 
gains momentum. Nifty companies 
Q1FY22 earnings season saw more 
companies beat at Revenue and 
EBITDA, but either met or beat for 
profit level in the quarter ended June, 
indicating an economic recovery after 
the pandemic-induced curbs. At the 
Nifty index level, excluding financials, 
net sales decline was limited to 6.9% 
on a sequential basis (QoQ) with 
Covid impacted low base in Q1FY21 
making YoY comparison rather 
redundant. On the operating profit 
front, the decline was limited to 2.8% 
amid ~78 bps expansion in EBITDA 
margins to 18.7%. Savings were 
realised in other expenses, which 
declined amid increase in employee 
costs with RM costs remaining at 
similar levels. At the net profit level, 
net earnings declined 22.9% QoQ led 

by a double digit QoQ decline in other 
income. On YoY basis, aggregate 
revenue improved by 43.3% while 
EBITDA shows a growth of 23.0% 
and net profit grew by 122.1%, but ex 
BFSI net profit shows a growth of 
197.2%. Oil & gas, Metals, IT, Cement, 
Pharma and Banks contributed most 
to earnings, while Retail dragged the 
earnings. Earnings beat was recorded 
in Metals & mining, Pharma, and 
Utilities; Missed for Automobiles, 
FMCG, NBFCs, Capital goods; Banks 
and IT were in-line. Top-line miss 
was seen in Metals, Capital goods, 
and Oil & gas.

While corporate management 
commentary remained upbeat 
and most of them held on to their 
full year guidance expecting a 
revival in H2FY22, provided India 
witnesses a mild 3rd wave and 
vaccinates a significant proportion 
of population. Unfortunately, the 
world is experiencing 3rd wave and 
incidentally counties like Israel 
which vaccinated almost its entire 
population is witnessing waning 
effectiveness of vaccines against 
new covid1-19 variants like the delta. 
Hence, India which has vaccinated 
less than 10% of its population with 
2 doses doesn’t stand a chance 
to escape the third wave albeit it 
has now raised the vaccination 
efforts to 10 million+ doses/day in 
August. Thus, the demand recovery 
could remain elusive and so be the 
earnings momentum. To add to 
this, the demand boost which the 
economy and corporate received 
from rural India could be at risk 
since monsoon is expected to be at 
94% of the long-period average (LPA) 
between June and September based 
on forecasts by private forecaster, 
Skymet. Thankfully, distribution of 
rainfall over more populous states 
such as Maharashtra, Madhya 
Pradesh and Uttar Pradesh have been 
“adequate” and thus there should be 
no material impact on rural growth. 
Even the demand side drivers are 
set aside, the pressure on supply 
side and more importantly globally 

has led to rise in commodity prices 
and to add to this freight costs 
have jumped enormously. This has 
added to corporate margin pressure 
and with covid-19 3rd wave, the 
situation is only going to get crucial. 
These are the major challenges for 
Indian equity markets even if US 
Fed tapering concerns are set aside. 
While the MSCI India Equity Index 
has turned out to be the winner 
among emerging markets, 2022 
could pose achallenge to its No. 1 
status. Considering comparative 
valuations, India is stillone of the 
most expensive markets with a one-
year forward valuation of 20 times 
earnings,compared to 10-13 times 
forother comparable countries.With 
withdrawal of stimulus, the inward 
strength of economy and corporate 
sector would be scrutinized for sure 
and holds paramount importance.
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Phone: +91 33 4010 2500

Considering 
comparative 
valuations, India is 
still one of the most 
expensive markets 
with a one year 
forward valuation of 
20 times earnings, 
compared to 
10-13 times for 
other comparable 
countries. With 
withdrawal of 
stimulus, the inward 
strength of economy 
and corporate 
sector would be 
scrutinized for 
sure and holds 
paramount 
importance.

Nifty companies 
Q1FY22 earnings 
season saw more 
companies beat 
at Revenue and 
EBITDA, but either 
met or beat for 
profit level in the 
quarter ended 
June, indicating an 
economic recovery 
after the pandemic-
induced curbs.
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Contrary to what 
many economists 
have led you to 

believe, the world has a 
supply problem—from 
chips to containers. The 
solution is not pumping 
ever more demand 
but sorting out the 
supply side…  Sanjeev 
Sanyal, Principal 
Economic Adviser

The three factors of 
cyclical upswing, 
conducive policy 

impulses and an improv-
ing global backdrop are 
likely to align themselves 
to position India for a 
virtuous cycle of growth 
and investments in the 
medium term….Kumar 
mangalam Birla, 
Chairman, Aditya Birla 
Group

Investors should see 
India as an alternative 
to China’s ham-

handed treatment of its 
private sector….raghu-
ram rajan, Former 
Governor of RBI

The economy 
is struggling 
to regain the 

momentum that had 
gathered in the second 
half of 2020-21. There is 
still considerable slack in 
the economy. Domestic 
demand is picking up, 
but at a slow pace… 
ShaKtiKanta DaS, RBI 
Governor

It’s time that Indian 
industry comes out 
and shows its risk 

taking abilities and takes 
decisions to expand…. 
nirmala Sithara-
man, Union Finance 
Minister

Starting early is one 
of the best things 
an entrepreneur 

can do because when 
you begin, the limitations 
and risks are minimum 
and the failure along the 
way has a lot to teach… 
riteSh agarwal, 
CEO, OYO

The market for 
EVs has to be 
big enough for 

investments to come in 
and for that we shouldn’t 
be placing barriers… 
gurpratap Boparai, 
MD, Skoda Auto Volkswa-
gen India

A new property cycle 

has commenced, 

a broader capital 

spending cycle should 

be coming sooner or later 

while the best compa-

nies have profited from 

deleveraging triggered 

consolidation in sectors 

like residential property 

and housing finance and 

indeed consumer finance in 

general…. ChriStopher 
wooD, Global Head of 
Equity Strategy, Jefferies 

Given where India 
is in our develop-
ment curve, we 

have an opportunity to 
address our jobs chal-
lenge through a leapfrog 
to a green economy, 
through solar installation, 
microgrids, sustainable 
cooling, and better 
waste management… N. 
ChanDraSeKaran, 
Chairman, TATA group

The govt’s decision 
to do away with 
retrospective tax 

demand provision is a 
bold and radical move. 
This’ll substantially 
encourage investments 
into the country and 
resolve many pending lit-
igations…. uDay Shan-
Kar, FICCI President

A healthy and effi-
cient distribution 
sector is essential, 

whether for improving 
the ease of doing busi-
ness, or for improving 
the ease of life…. rajiv 
Kumar, Vice Chairman, 
NITI Aayog

If we can avert the 
third wave, or sub-
stantially reduce its 

effect, and there are no 
further waves, economic 
activities can improve 
significantly over what 
was achieved last year… 
r.C. Bhargava, Chair-
man, Maruti Suzuki India

Prominent 
headlines 
August 2021
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The disinvestment 

process of Air India 

is on the right 

track. For this the financial 

bids should come in by 

September 15 and after 

that the next move will be 

initiated….jyotiraDitya 
SCinDia, Civil Aviation 

Minister

MSMEs will play 

a significant 

role in reviving 

India’s economic growth 

and achieving its vision of 

becoming more self-reliant. 

The government is commit-

ted to creating an enabling 

environment for MSMEs in 

the private sector to thrive, 

the private sector also will 

have to work together to 

help the various MSMEs 

across the value chain, 

adapt to the latest technol-

ogies and new business 

processes…. …amitaBh 
Kant CEO, NITI Aayog

The launch of the 

National Automobile 

Scrappage Policy 

by the prime minister 

was a ‘historic decision’... 

It will accelerate eco-

nomic growth and boost 

employment generation 

in the country. The vehicle 

scrappage policy will help 

both Centre and states 

earn up to Rs 40,000 crore 

in GST… nitin gaDKari, 
Union Minister

India will see a modest 

recovery. It is important 

for fiscal policy to be 

flexible…. gita gopinath, 
Chief Economist, IMF

Our projection is 

that from FY’23, 

we should be 

hitting a growth of 6.5-7 

per cent... accelerating 

from there onwards hitting 

between 7.5 and 8 per cent 

as the impact of all these 

reforms is felt both on the 

investment rate, which will 

start touching 40 per cent, 

and the incremental capital 

output ratio, basically 

productivity, which will 

also improve… K.v. SuBra-
manian, Chief Economic 

Adviser

The three factors of 

cyclical upswing, 

conducive policy 

impulses and an improving 

global backdrop are likely 

to align themselves to 

position India for a virtuous 

cycle of growth and invest-

ments in the medium-term. 

In the interim, of course, the 

policymakers and compa-

nies will need to remain on 

guard with respect to the 

pandemic-related uncer-

tainties… Kumar manga-
lam Birla, Chairman of 

Aditya Birla Group

As the Indian 

economy digitises 

further, there are 

large opportunities ahead 

in areas such as data 

centres, submarine cable 

deployment, cloud services 

and cyber security. We will 

look to scale up our invest-

ments in these areas in 

the coming fiscal… Sunil 
Bharti mittal, Founder 

and Chairperson of Bharti 

Enterprises

Previous government 
has made our job 
difficult by issuing oil 
bonds. Even if I want 
to do something I 
am paying through 
my nose for the oil 
bonds….. nirmala 
Sitharaman, 
Finance Minister

Today, the world is 
looking at India from a 
new perspective and 
this vision has two 
important aspects...
One terrorism and the 
other expansionism. 
India is fighting these 
two challenges and 
responding to them 
astutely and with great 
courage…  narenDra 
moDi, Prime Minister
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How have our strategies weathered 
the mid/small cap correction? 

There has been a lot of talk in the 
markets about the correction in mid/
small caps. Though the drawdown of 
the mid/small cap indices have been 
modest, many individual stocks in 
the space have fallen by a lot more. 
In many cases by double digit % and 
more. 

We have been highlighting the risk 

in small/midcap stocks over the last 
few months from the perspective of 
risk management. The exposure to 
these segments has come down since 
March 2021 with a bias towards the 
larger small caps and larger midcaps 
even within this universe. As you can 
see in the table, the overall valuation 
of our portfolio has also come off 
on FY22 expected earnings, despite 
outperformance of our strategies. 
This is because of upgrades in 

earnings as well as the change in 
composition towards stocks with 
better risk return trade-off from the 
point of view of vaulations.

Our small/midcap allocation has 
actually contributed positively to 
returns by 2% in Flexicap and 1% in 
Core & Satellite strategy from the 
end of June quarter. In other words, 
the combination of stocks we have 
within the strategies - or sub-
portfolio ads you may want to call 
them - is up to an extent where they 
are making a positive contribution 
to absolute returns even in a period 
where many small/midcaps have seen 
serious drawdowns.

Further, there is just one stock which 
is showing a double digit fall in % 
terms from this universe (and indeed 
the entire portfolio) from the end of 
June. As can be seen, several stocks in 
our mid/small cap bucket are up by 
double digit % in this period.

We wanted to highlight these data 
points in order to reiterate the 
attention we pay to risk management 
on an ongoing basis. Obviously, 
the portfolio composition and the 
composition of weights at the outset 
have a bearing on the results and the 
entire process is meant to improve 
the probability of better outcomes 
during periods of relatively higher 
volatility.

Some key highlights
  Indian market valuation is high on 

a relative valuation basis.

  IPO market is booming and also 

there has been complacency in the 
market, which is a cause of worry.

  Besides, IPO pricing has been 
aggressive in past few issues which is 

again a cause of concern.

  Private equity deals have been 
aggressive off late in startup 
ecosystem.

Mr. Parameswara Iyer Krishnan - Head of 
the EAM business and Chief Investment Officer, 
Spark Fund Managers Private Limited

CIO’s VIew

Index Peak price from 
31-Mar-21

Date of peak Price on 
15-Aug-21

Drawdown

NSEMCAP INDEX 28,266 03-Aug-21 27,600 -2%

SPBSSIP INDEX 27,134 03-Aug-21 26,355 -3%
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  Present recovery is uneven in 
nature and there has been risk both 
on political and economic front.

  The aim is to generate long term 
returns by avoiding aggressive risk. 
Risk taking has to be in calibrated 
manner.

  In fund management, relative 
drawdown is also important along 
with the alpha generation.

  The criteria of identifying good 
companies are:

• Past history of growth

• Management alignment to minority 
shareholders

• Screening 130 companies through 
predefined process

• Filter out 50 companies and invest 
on these.

• Maximum single stock exposure 
should be at 10%.

• Market agnostic

• Sector agnostic

  Presently, have preference to B2B 
segment. Expensive stock investing to 
be avoided at all cost.

  Booking losses is important if there 
is mismatch in capital allocation 
by company and deterioration in 
business fundamentals.

  In PSU space, some might get re 
rated but one needs to be selective

  Capex cycle is expected to improve 
from next 12-18 months to next 2 
years and remain positive on it. 
Besides, investment/FCFF is the 
lowest in a decade.

  India is not an undiscovered 
market any more.

  In equities you will make money in 
long run. In equities, you have to take 
risk but you have to understand the 
risk. As fund managers, we are the 
consumers of the market and focus is 
to generate alpha.

  In real estate, de-leveraging is the 
key trigger. Moreover, execution 
should be given preference rather 
than the strength of land bank. 
Hybrid work model is here to stay. In 
India still there is no short supply of 
land.

  Portfolio draw down of 10%-15% 
in falling market can be accepted, 
however both qualitative and 
quantitative analysis need to be done.

  Global growth is picking up good 
pace. US has poor infrastructure 
than China and it is threatening to 
US. Metal cycle will extend and the 
probability of higher metal prices to 
last long.

Core and Satellite Strategy
This strategy aims to capture on 
rotational sector momentum that 
is a key feature of Indian equity 
markets. While the core portfolio will 
reflect positions backed with high 
conviction that can have a holding 
horizon of over 12 months, the 
satellite component of the portfolio 
will focus on names where there’s 
momentum on account of near-term 
business drivers and event-related 
triggers (and a shorter holding 
period). The portfolio will comprise 
between 12-18 names. Given the 
strategy’s concentration, it is best 
suited for investors who understand 
the volatility inherent in equities 
and can be patient with their capital. 
Expected minimum ticket size for 
this strategy is Rs 5 million.

Objective of strategy
To generate superior returns 
by building a focused portfolio 
consisting of core stocks/stock 
weights that typically constitute 
over half the portfolio while building 
satellite stocks/weights around the 
core which benefit from sector/theme 
rotation that characterizes the Indian 
market in an era of concentration of 
market share returns.

Performance 1 mth 3 mths 6 mths 1 year 2 years Since Inception 
June 2019

Core & Satellite Strategy 2.77% 19.52% 30.29% 62.71% 31.08% 26.77%

Index 0.62% 8.59 16.75% 44.35% 19.85% 15.93%

Portfolio commentary
• Introduced L&T to the portfolio 
during the month. This is consistent 
with our view that one of the major 
areas of mispricing in the market lies 
in the fact that the market has not 
priced in an economic recovery in 
India which is likely to gather steam. 

L&T remains a choice and high 
quality play on such a recovery. 

• Exited Happiest Minds Technology. 
The stock has been the best 
performing holding in the portfolio. 
However, the valuations have got to a 
point where it is difficult to reconcile 

the source of positivity at current 
price levels. We felt it prudent to lock 
in the gains. 

• Other changes in weights have been 
at the margin. We continue to eke 
out some alpha from satellite weights 
where opportunity comes about.
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Portfolio commentary
• Added L&T to the portfolio during 
the month. We are positive on the 
revival of investment demand in the 
economy and L&T is the leader in the 
space and a huge beneficiary. 

• Exited IPCA Labs which has been a 
long term holding and one of the best 

performers over time. 

• Weights of few stocks were lowered 
in response to strong positive price 
action or in response to the need 
to re-adjust the weight in favour of 
better sectoral choices. 

• Results for Q1FY22 have reinforced 

our view that the second Covid wave 
is being handled well by players 
who are well-positioned. The effect 
has been skewed against the most 
vulnerable segments in each industry. 
We have seen margin erosion for 
consumer companies which has been 
a concern.

India@75 Flexicap Strategy
This approach will have the leeway 
to position the portfolio across the 
cap-curve continuum, depending on 
the team’s assessment of valuations, 
risks and volatility. Instead of being 
aligned with only a specific market-
cap range, the strategy will look for 
safety (read large-cap) in phases 
characterised by frothy valuation and 

elevated risks; it will look to add to 
beta (read mid- and small-cap) when 
it believes valuation has turned saner 
and risks have receded. The belief 
is that this approach will seek to 
optimise client returns by tweaking 
portfolios to reflect attendant market 
realities. With a portfolio comprising 
20-25 stocks, the objective will be to 
deliver superior returns adjusted for 

risk. Open-ended and long-only in 
structure, the minimum investment 
into the strategy is Rs 5 million.

Objective of strategy
Deliver superior returns over a two-
to-three-year horizon with a flexi-
cap strategy that will aim to optimize 
allocation across the cap curve based 
on the manager’s perception of 
market risk-reward trade-off 

Core & Satellite (stocks) Weights as at 31-Jul-21 Price on 30-Jun-21 Price on 15-Aug-21 (-ve)/ (+ve) Weighted avg
RITES 7.60%                  276                  268 -3% -0.20%
POLYCAB  6.40%               1,975               1,910 -3% -0.20%
BRCM  3.50%                  356                  348 -2% -0.10%
PNC INFRATECH 7.40%                  288                  308 7% 0.50%
RBL BANK 5.00%                  211                  176 -16% -0.80%
HPCL 6.60%                  293                  278 -5% -0.30%
IRCTC   3.20%               2,034               2,661 31% 1.00%
GRINDWELL NORTON 6.10%               1,242               1,251 1% 0.00%

45.70%    -0.10%
    0%

Contribution from stocks sold during the period 1%
+ve contribution 1%

Flexicap (Stocks) Weights as at 31-Jul-21 Price on 30-Jun-21 Price on 15-Aug-21 (-ve)/ (+ve) Weighted avg
DR LAL PATH LABS 4.00%               3,272               3,826 17% 0.70%
RITES 5.00%                  276                  268 -3% -0.10%
BLUE DART 3.00%               5,797               5,713 -1% 0.00%
PNC INFRATECH 6.00%                  288                  308 7% 0.40%
RBL BANK 3.40%                  211                  176 -16% -0.50%
IRCTC 3.00%               2,034               2,661 31% 0.90%
HPCL 5.10%                  293                  278 -5% -0.30%
POLYCAB 7.30%               1,975               1,910 -3% -0.20%
GRINDWELL NORTON 3.50%               1,242               1,251 1% 0.00%

40.20%    0.80%
    2%

Contribution from stocks sold during the period 0%
+ve contribution 2%

Performance 1 mth 3 mths 6 mths 1 Year 2 Years Since Inception 
Feb 2019

Flexicap Strategy 1.62% 14.86% 21.75% 42.65% 21.41% 17.12%

Index 0.62% 8.59% 16.75% 44.35% 19.85% 15.6%
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State Bank of India (SBI) Mutual Fund, the largest fund 
house in India in terms of money under management, 
has mobilised over Rs 12,000 crores in the new fund offer 
(NFO) stage of its Balanced Advantage Fund. The NFO 
ended on August 25. SBI MF is a Balanced Advantage Fund 
(BAF), called SBI Balanced Advantage. It is an open-ended 
dynamic asset allocation (DAA) fund created after SEBI’s 
new categorisation rules. Per these rules, BAF can modify 
its allocation to debt and equity according to market 
conditions. And since it is open-ended, investors can 
subscribe to it later as well.

BAF/DAA has the potential to navigate volatile markets 
through debt and cash exposure while holding enough 
equity during good times to do better than fixed-income 
alternatives. Such funds do not just invest in equity, 
they hedge through equity through derivatives and debt. 
SBI Balanced Advantage will use parameters such as 
the breadth of the market, retail participation, primary 
market activities, mutual fund flows, valuations, and 
earnings drivers to decide the levels of debt, derivatives, 
and unhedged equity.

Investment Objective
To provide long-term capital appreciation / income from 
a dynamic mix of equity and debt investments. It aims to 
capture the potential upside and limit the downside in 
volatile equity markets. The fund has introduced a unique 

percentage withdrawal feature in order to provide a 
steady stream of cash flows to investors.

Who should invest?
  Investors looking for long-term Wealth Creation

  Investors looking for a Dynamic solution for the right 
mix of Debt & Equity

  Risk-averse Equity Investors with minimum 3 years+ of 
Investment Horizon 

Key Features
  Optimal Asset Allocation: Allocation based on various 

parameters to determine the perfect mix of Long Equity, 
Arbitrage and Fixed Income.

  Lower Volatility: Dynamically managed Debt and 
Arbitrage portion of the scheme helps in reducing the 
volatility when the equity market turns unfavourable.

  Complete flexibility: Flexibility to have 0-100 % debt or 
equity.

  Tax Efficiency: Endeavours to provide benefits of equity 
taxation. The Scheme will have Equity taxation when the 
allocation to Equity is >=65%

  SWP(A) Facility: Withdraw a fixed % of the cost of 
investment or a specified amount to get regular cash flow.

Mutual Fund Overview 
SBI MUTUAL FUND - BALANCED ADvANTAGE FUND (BAF)
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Investment Process
1. Asset Allocation Model: Deciding the asset mix between

Long Equity, Arbitrage and Debt based on Market Senti-
ments, Valuations and Earnings Drivers

2. Quantitative Framework: Determines how to invest in 
terms of-

  Market Cap allocation

  Investing style – Value/Growth/Quality

  Sector preference

3. Stock / Security Selection: 

Equity: 1) High conviction ideas of analyst team, 

2) Stock picking based on Fund Managers’ discretion

Debt: 1) High credit / sovereign portfolio to maintain 
liquidity, 

2) Duration management to generate alpha – across the 
yield curve

4. Portfolio Construction: Generate alpha through Equity 
and aim for stability through Debt

Special Feature
SWP (A) for regular cash flow requirements
Systematic Withdrawal Plan (SWP) is a ready-made tool 
to get regular cash flows in a very simple and tax-efficient 
manner. Under SWP(A) facility, investors will have the 
option to withdraw fixed % of the cost of investment or 
any specified amount to meet their regular cashflow 
needs at various frequencies

Benefits of SWP(A):
Confidence: SWPs provide the confidence of getting a 
fixed amount at a pre-determined frequency.

Wealth Creation: Long-term wealth creation opportunity 
along with regular & steady cash flow.

Tax Efficient: Tax efficient option as compared to tradi-
tional withdrawal plans (Dividend, MIP etc.)

Indexation: Indexation benefit on LTCG for non-equity 
funds.

Flexibility: Allows the investor to change the withdrawal 
amount and frequency of withdrawal at any time.

Smooth & Transparent Process: The entire process is 
hassle-free and transparent. 

Scheme Details
Fund Manager • Mr. Dinesh Balachandran & Mr. Gaurav Mehta for Equity portion

• Mr. Dinesh Ahuja for Debt portion
• Mr. Mohit Jain is the dedicated fund manager for managing overseas invest

Exit Load Units in excess of 10% of the investment,1% will be charged for redemption within 365 days

Benchmark CRISIL Hybrid 50+50 – Moderate Index TRI
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All Data Belongs To August 26, 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) 335.1 4543 6.3 16.8 51.6 15.1 14.2 14.2 0.6 2.1 

Mirae Asset Emerging Bluechip Fund Reg 
(G)

91.9 19568 9.2 18.6 55.0 20.9 20.2 21.8 0.8 1.7 

ICICI Pru Large & Mid Cap Fund Reg (G) 469.8 4232 7.1 13.9 46.6 13.2 12.3 18.1 0.5 2.1 

LIC Large & Mid Cap Fund Reg (G) 22.6 1282 11.2 18.8 45.3 13.4 15.3 13.4 0.5 2.4 

Kotak Emerging Equity (G) 66.8 15193 9.9 18.8 61.8 19.0 16.7 14.1 0.7 1.8 

Large & Mid Cap Fund

Value Fund

SBI Contra Fund Reg (G) 178.2 2704 6.3 17.4 66.3 16.3 13.4 17.0 0.6 2.4 

IDFC Sterling Value Fund Reg (G) 78.5 3988 8.0 23.9 72.7 12.7 15.5 16.3 0.5 2.1 

Nippon India Value Fund (G) 113.5 4087 9.9 18.8 54.5 14.7 14.5 16.1 0.6 2.1 

Kotak India EQ Contra Fund (G) 78.8 1081 8.8 13.8 48.4 13.7 16.1 13.7 0.5 2.4 

Invesco India Contra Fund (G) 72.6 7854 7.6 14.6 43.2 13.5 16.3 14.8 0.5 2.1 

Focus Fund

Axis Focused 25 Fund Reg (G) 44.3 17853 11.1 18.2 47.5 14.5 17.8 17.5 0.5 1.8 

Mirae Asset Focused Fund Reg (G) 18.3 7082 11.6 17.6 51.1 0.0 0.0 29.3 0.0 1.8 

SBI Focused Equity Fund Reg (G) 222.8 17847 12.2 19.9 46.7 17.1 16.6 20.0 0.6 1.8 

DSP Focus Fund Reg Fund (G) 33.9 2148 9.2 17.8 43.0 12.2 12.1 11.3 0.4 2.1 

Sundaram Select Focus Reg (G) 262.1 1304 10.7 14.8 42.4 13.2 15.3 18.6 0.5 2.3 

Ashika Mutual Fund Recommendation Alpha Generation

Month of 
Recom

Fund Name Benchmark NAV as on 
26.08.2021

1 Year 
Return 

(%)

3 Year 
Return  

(%)

5 Year 
Return 

(%)

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

NSE - Nifty 50 TRI 87.4 43.9 13.4 13.2

Sep-20 Sundaram Services Fund (G) S&P BSE 200 TRI 19.2 61.2 0.0 0.0

Oct-20 Invesco India Contra Fund (G) S&P BSE 500 TRI 72.6 43.2 13.5 16.3

Nov-20 Mirae Asset Tax Saver Fund Reg (G) S&P BSE 200 TRI 29.4 52.8 19.0 20.3

Dec-20 Mirae Asset Large Cap Fund Reg (G) NSE - NIFTY 100 TRI 74.7 41.6 14.1 15.8

Jan-21 Quant Active Fund (G) NSE - Nifty 500 TRI 375.9 67.7 26.3 22.5

Feb-21 Kotak Tax Saver Scheme (G) S&P BSE Sensex TRI 67.2 48.2 15.5 15.0

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

118.3 102.5 31.6 20.2

Apr-21 LIC Large & Mid Cap Fund Reg (G) NSE - NIFTY Large Midcap 
250 TRI

22.6 45.3 13.4 15.3

May-21 IDFC Sterling Value Fund Reg (G) S&P BSE 500 TRI 78.5 72.7 12.7 15.5

Jun-21 ICICI Pru Large & Mid Cap Fund Reg (G) NSE - NIFTY Large Midcap 
250 TRI

469.8 46.6 13.2 12.3

Jul-21 Edelweiss Balanced Advantage Fund (G) CRISIL Hybrid 50+50 Moder-
ate Index

34.7 29.4 12.9 12.8
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Flexi Cap Fund

Quant Active Fund (G) 375.9 928 7.0 31.8 67.7 26.3 22.5 19.4 1.0 2.3 

SBI Flexi Cap Fund Reg (G) 71.9 14346 8.0 14.6 49.3 13.7 14.0 13.2 0.5 1.9 

Kotak Flexi Cap Fund Reg (G) 50.4 36355 7.7 13.2 41.9 12.6 14.2 14.3 0.5 1.6 

Motilal Oswal Flexi Cap Fund Reg (G) 35.0 11961 8.6 12.9 35.4 9.0 12.3 18.6 0.3 1.8 

Parag Parikh Flexi Cap Fund Reg (G) 46.4 13187 12.3 25.8 47.7 22.3 20.4 20.3 1.0 2.0 

Small Cap Fund

Quant Small Cap Fund (G) 118.3 1053 11.7 48.2 102.5 31.6 20.2 15.0 1.0 2.3 

SBI Small Cap Fund Reg (G) 92.8 9620 4.7 18.4 56.4 18.7 21.0 20.5 0.8 1.9 

Axis Small Cap Fund Reg (G) 54.7 6785 10.7 29.9 63.7 25.2 19.6 24.5 1.0 2.0 

Invesco India Smallcap Fund Reg (G) 19.6 1215 12.9 28.7 69.2 0.0 0.0 26.3 0.0 2.3 

Kotak Smallcap Fund (G) 148.8 5349 12.4 29.2 89.3 25.3 19.3 17.8 0.8 2.0 

Thematic/Sectoral Fund

Franklin Build India Fund (G) 58.3 1060 6.0 15.2 63.1 12.5 12.7 15.6 0.5 2.4 

ICICI Pru Banking and Financial Services 
Fund Reg (G)

81.9 4934 3.7 9.9 54.2 9.1 13.1 17.5 0.3 1.9 

Nippon India Pharma Fund (G) 303.2 5658 3.2 25.1 37.2 24.4 16.3 21.9 1.1 2.7 

Sundaram Rural and Consumption Fund 
Reg (G)

55.1 1304 7.9 12.5 32.0 8.0 10.5 11.9 0.3 2.3 

Aditya Birla SL Digital India Fund Reg (G) 128.1 1950 22.7 40.7 89.1 33.7 29.8 10.4 1.3 2.3 

Balanced Advantage Fund

IDFC Balanced Advantage Fund Reg (G) 17.8 2298 6.5 10.0 20.6 10.1 9.9 8.7 0.5 2.1 

Sundaram Balanced Advantage Fund Reg 
(G)

14.2 1058 5.3 8.0 23.1 0.0 0.0 26.6 0.0 2.4 

Edelweiss Balanced Advantage Fund (G) 34.7 4754 6.6 10.3 29.4 12.9 12.8 10.9 0.7 1.9 

Kotak Balanced Advantage Fund Reg (G) 14.1 9984 4.4 7.6 19.9 11.8 0.0 11.5 0.0 1.8 

Aditya Birla SL Balanced Advantage Fund 
(G)

71.4 4504 4.7 9.4 25.7 11.5 10.5 9.6 0.6 2.0 

Equity Savings Fund

Aditya Birla SL Equity Savings Fund Reg (G) 17.1 508 5.0 6.9 20.4 8.2 8.0 8.2 0.4 2.4 

DSP Equity Saving Fund Reg (G) 15.9 383 4.2 9.4 21.9 8.1 7.9 8.8 0.4 2.4 

Kotak Equity Savings Fund Reg (G) 17.5 1506 2.7 5.1 14.3 8.1 8.6 8.4 0.5 2.2 

Nippon India Equity Savings Fund Reg (G) 12.1 272 3.7 6.5 17.8 (2.0) 2.3 3.1 (0.4) 2.6 

SBI Equity Savings Fund Reg (G) 16.8 1651 3.5 7.0 21.2 9.4 8.5 8.6 0.5 1.3 

ELSS Fund

All Data Belongs To August 26, 2021

NAV AUM  
(Rs 
Cr)

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

Return

Sharpe 
Ratio

Exp. 
Ratio

Quant Tax Plan (G) 198.5 327 6.6 31.1 72.5 27.4 21.7 15.6 1.1 2.3 

Kotak Tax Saver Scheme (G) 67.2 2144 8.5 16.3 48.2 15.5 15.0 12.8 0.6 2.1 

Mirae Asset Tax Saver Fund Reg (G) 29.4 8739 8.7 16.9 52.8 19.0 20.3 20.9 0.7 1.7 

Axis Long Term Equity Fund (G) 71.4 31015 11.7 18.5 49.5 16.1 16.7 18.3 0.6 1.7 

SBI Long Term Equity Fund Reg (G) 208.7 10366 8.1 15.4 43.8 12.8 11.9 14.5 0.5 1.8 
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Multi Assets

HDFC Multi Asset Fund (G) 46.0 986 0.6 34.469 
(24/09/2020)

6.6 12.7 27.7 21.6 0.5 2.5 

SBI Multi Asset Allocation Fund Reg 
(G)

35.8 425 1.1 29.6528 
(24/09/2020)

2.8 8.3 17.0 14.2 0.8 2.1 

ICICI Pru Multi Asset Fund (G) 374.6 11736 0.7 247.7336 
(24/09/2020)

5.0 11.8 36.3 20.6 0.6 1.8 

Axis Triple Advantage Fund (G) 29.4 1079 0.6 20.7366 
(24/09/2020)

8.5 15.2 33.5 21.9 0.6 2.3 

Nippon India Multi-Asset Fund Reg (G) 12.6 1147 0.0 9.4769 
(24/09/2020)

6.9 12.3 0.0 0.0 0.0 2.0 

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

Solutions

All Data Belongs To August 26, 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)

12.3 362 0.0 11.6226 
(28/08/2020)

0.6 2.6 5.4 7.2 0.0 2.1 

Aditya Birla SL Retirement Fund 30s 
Plan (G)

12.9 215 0.0 9.826 
(24/09/2020)

3.8 5.4 23.2 18.1 0.0 2.6 

HDFC Retirement Savings Fund Hybrid 
Equity Reg (G)

24.4 684 0.7 16.559 
(24/09/2020)

7.4 14.2 40.0 23.1 0.7 2.5 

Aditya Birla SL Bal Bhavishya Yojna Reg 
(G)

13.3 465 0.0 10.21 
(24/09/2020)

3.8 5.4 22.7 17.6 0.0 2.7 

ICICI Pru Child Care Gift Plan Reg 185.1 806 0.4 131.62 
(24/09/2020)

7.6 12.7 33.4 16.8 0.4 2.4 

SBI Magnum Children Benefit Fund 
Investment Plan Reg (G)

19.4 237 0.0 10 
(29/09/2020)

21.9 44.1 0.0 0.0 0.0 2.4 

Arbitrage Fund

All Data Belongs To August 26, 2021

NAV AUM  
(Rs 
Cr)

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

Return

Sharpe 
Ratio

Exp. 
Ratio

Aditya Birla SL Arbitrage Fund Reg (G) 21.2 8799 1.2 2.3 4.0 5.1 5.4 6.4 1.1 1.0 

ICICI Pru Equity Arbitrage Fund Reg (G) 27.3 15119 1.1 2.3 4.1 5.1 5.4 7.1 1.0 0.9 

Kotak Equity Arbitrage Fund (G) 29.6 24642 1.2 2.3 4.1 5.2 5.5 7.1 1.2 1.0 

Nippon India Arbitrage Fund (G) 21.2 12891 1.1 2.2 3.9 5.2 5.6 7.1 1.1 1.0 

SBI Arbitrage Opp Fund Reg (G) 26.7 4728 1.1 2.2 3.6 4.8 5.2 6.9 0.7 0.9 

Index Fund

HDFC Index Fund-NIFTY 50 Plan (G) 153.2 3415 9.3 15.1 45.1 13.5 15.0 15.1 0.5 0.4 

ICICI Pru Nifty Next 50 Index Fund Reg (G) 35.1 1413 7.3 16.3 42.7 9.1 12.0 11.8 0.4 0.8 

HDFC Index Fund Sensex Plan 501.9 2324 10.2 14.4 44.0 14.1 15.8 15.5 0.5 0.4 

Motilal Oswal Nasdaq 100 FOF (G) 23.8 3337 13.7 19.4 28.9 0.0 0.0 36.4 0.0 0.5 

Motilal Oswal S&P 500 Index Fund Reg (G) 15.0 1850 9.3 17.5 29.5 0.0 0.0 34.4 0.0 1.1 
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sTOCK PICKs

HCL Technologies Ltd.

Investment Rationale
Industry in a sweet spot
As per Nasscom, the IT industry 
(including e-commerce, business 
process management and global 
back offices) is expected to have 
grown 2.3% to $194 billion in FY21. 
The IT services industry grew 2.7% 
to $99 billion in FY21. Rating agency, 
CRISIL expects the Indian IT industry 
to register a growth of 11% in FY22 
led by increasing outsourcing and 
accelerating digital transformation 
services mainly in sectors such as 
banking, financial services and insur-
ance (BFSI), healthcare, retail and 
manufacturing.Thus, FY22 revenue 
growth is expected to be 4 percentage 

points more than the growth of 
6% in last fiscal year and similar to 
the 10% growth logged over fiscals 
2018-2020. Besides, the industry 
is expected to maintain healthy 
operating margins on account of 
increased business levels and more 
profitable digital deals (45% share in 
revenues in FY21 versus 40% in FY20). 
Outsourcing of IT services has seen 
tremendous growth on the back of 
cost optimization from clients as well 
as increased opportunities in digital 
services due to surge in remote 
working, e-commerce and automated 
services which are essentially borne 
out of tech migration due to Covid-
19. CRISIL believes that these factors 

have resulted in 20% yoy growth in 
deal wins in FY21 with 80% of them 
being digital deals across verticals. As 
per NASSCOM survey, Global firms 
have highlighted few key emerging 
trends like Infrastructure on Cloud, 
Cybersecurity, BigData & Analytics, 
Artificial Intelligence (AI), Machine 
Learning (ML), Internet ofThings 
(IoT), Block Chain and edge comput-
ing. Industry experts also believe that 
after having shifted their business 
mix aggressively towards digital, 
Indian IT companies are positioned 
well to reap benefits as spending 
on technology in the next decade 
is expected to be more than in the 
previous two decades.

Company Information
BSE Code 532281
NSE Code HCLTECH
Bloomberg Code HCLT IN
ISIN INE860A01027
Market Cap (Rs. Cr) 320605
Outstanding shares(Cr) 271.37
52-wk Hi/Lo (Rs.) 1,178.2/682.4
Avg. daily volume (1yr. on NSE)            7,007,330 
Face Value(Rs.) 2
Book Value (Rs) 224.2

CMP: Rs 1,180 Rating: BUY Target: Rs 1,390

Promoters, 60.33%

DIIs, 11.34%
FIIs, 23.22%

Shareholding Pattern as on 30th June 2021

Others, 5.11%
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Focus on new technologies to 
drive healthy business deals
To expand its presence across the 
geographies for business gains in 
next generation technologies, HCL 
Tech had implemented the Mode 
1-2-3 strategy which provides a 
structured growth blueprint for 
companies to navigate the digital 
age. Mode 1 consists of existing core 
services encompassing Application 
Services, Infrastructure Services, 
Engineering and Research & 
Development, and Digital Process 
Operations. Mode 2 focuses on 
next generation services which 
offers services in areas of Digital & 
Analytics, IoT WoRKS™ (Internet of 
Things), Cloud Native services, and 
Cybersecurity and GRC services. 
Mode 3 offerings deliver innovative 
software solutions that help clients 
target specific next-generation 
opportunities. As of Q1FY22, in USD 
constant currency (CC) terms, Mode 
1 accounts for 61.5% of revenues 
and grew 0.8% qoq/8.1% yoy; Mode 
2 accounts for 23.7% of revenues 
and grew 2.3% qoq/29% yoy; Mode 3 
accounts for 14.8% of revenues and 
grew -2% qoq/3.6% yoy. Mode 2 which 
essentially encapsulates the digital 
businesses has witnessed strong 
growth and thus increase in revenue 
share from 20.3% in Q1FY21 to 23.7% 
in Q1FY22 while Mode 3 is largely the 
product business acquired from IBM. 

However, Mode 1, encompassing the 
traditional technology and services, 
remains the largest revenue contrib-
utor at present. During Q1FY22, HCL 
Tech signed 12 transformative deals 
(including 4 significant product deals) 

across the verticals, led by oil & gas, 
financial services, and technology 
and services vertical. New Deal TCV 
remained at $1.7 billion, increasing 
37.4% yoy. Management indicated that 
it will continue to invest on sales and 
external hires to drive its revenue 
growth. Given its capabilities in 
both infrastructure and application 
business, the company is able to win 
integrated deals that improves its 
positioning in modern applications. 
The company has been able to close 
at least 15 integrated deals in the last 
five quarters.

Strong digital offerings to lead 
growth
During Q1FY22, HCL Technologies 
reported a revenue growth of 0.9% 
qoq/15.5% yoy in USD terms at USD 
2,720 million while in CC terms, 
the growth was 0.7% qoq/11.7% yoy. 
Within segments, IT and business 
services unit (accounting for 71.6% 
of revenues in USD) grew by 0.3% 
qoq and 13% yoy on a CC basis, led 
by digital and cloudtransformation 
deals. Company’s earlier investments 
in digital capabilities and would help 
to win large deals on the back of 
strong Mode 2 digital propositions. 
Engineering and R&D Services (ERD) 
business (accounting for 15.3% of 
revenues in USD) grew 4.3% qoq and 
10.7% yoy on a CC basis. Management 
expects traction in ERD business 
in both Europe and America, led 
by increasing demand for digital 
engineering in both lifescience 
and healthcare and technology and 
services verticals as well as recovery 
in asset-heavy industries. However, 
products & platforms (P&P) business 
declined 1% qoq on CC basis, but 
grew 6% yoy. For P&P business, man-
agement stated that the renewal rates 
remained healthy. Effective Q1FY22, 
certain ERD business product sales 
are now classified under the P&P 
segment. The management main-
tained its earlier revenue growth 
guidance of low single digit for P&P 
business in FY22. Vertical-wise, 
life sciences, healthcare, financial 
services and technology & services 
verticals led overall growth, with 
a rise of 5.4%, 2.9% and 1.6% qoq in 
CC terms, respectively led by digital 

HCL Tech 3yr price chart (Rs)
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Management 
indicated that it 
will continue to 
invest on sales and 
external hires to 
drive its revenue 
growth. Given its 
capabilities in both 
infrastructure 
and application 
business, the 
company is able 
to win integrated 
deals that improves 
its positioning 
in modern 
applications. The 
company has been 
able to close at 
least 15 integrated 
deals in the last five 
quarters



18September 2021 INSIGHT

transformation, workplace and digital 
engineering services. Telecommu-
nication vertical reported 17% yoy 
revenue growth on a CC basis given 
a recovery in this segment. Geog-
raphy wise, in CC terms, revenue 
from Americas grew 2.6% and 13.5% 
yoy; Europe declined 3.9% qoq but 
up 5.1% yoy while rest of the world 
(ROW) grew 2.4% qoq and 20% qoq. 
The sequential decline in Europe is a 
temporary blip and the deal pipeline 
remains strong. The company has 
appointed country heads in Spain 
andPortugal, given strong momen-
tum in digital offerings. Besides, 
the company continues to invest in 
employees and delivery centers. 

Management maintains FY22 
revenue & margin guidance
In rupee terms, Q1FY22 revenue grew 
2.2% qoq and 12.5% yoy at Rs 20,068cr 
while EBIT declined 1.2% qoq but 
was higher 7.4% yoy at Rs 3,931 cr. 
Q1FY22 performance has been soft 
and lower than consensus estimates, 
EBIT margin declined 67bps qoq to 
19.6%, impacted by COvID-related 
expenses, hiring costs, and invest-
ment in new markets as well R&D, 
which were partially offset by forex 
tailwinds and lower amortisation 
costs. Given talent war and every 
company in the industry has been 
finding it hard to retain talent which 
is reflected in higher attrition rates 
at 11.8% in Q1FY22 vs 9.9% in Q4FY21. 
Management believes that attrition 
rates would continue to remain high 
given demand environment and 
hence plans to hire 22,000 entry-
level hires during FY22. In fact, in 
Q1FY22, company hired 3,500 freshers 
and overall headcount increased by 
a net 7,522 on a sequential basis to 

176,499. In order to retain employ-
ees, management would roll out 
annual wage hike for its employees 
effectiveQ2FY22. Besides, increased 
investments in geographies should 
also have an impact on margins. 
Management has however guided 
for double-digit CC revenue growth 
and EBIT margin of 19-21%. Manage-
ment indicated that revenue growth 
wouldaccelerate in FY23 given strong 
deal wins and expects EBIT margin 
to improve after two quarters led by 
automation, employee pyramids (with 
more freshers to be hired) and higher 
offshoring.

Key Risks
  Adverse currency movements

  Abrupt change in visa norms

Valuation
As per CRISIL, Indian IT industry is 
expected to register a growth of 11% 
in FY22 led by increasing outsourcing 
and accelerating digital transforma-
tion services mainly in sectors such 
as banking, financial services and 
insurance (BFSI), healthcare, retail 
and manufacturing. Experts are of 
the view that after having shifted 
their business mix aggressively 
towards digital, Indian IT companies 
are positioned well to reap benefits 
as spending on technology in the next 
decade is expected to be more than in 
the previous two decades. To expand 
its presence across the geographies 
for business gains in next gener-
ation technologies, HCL Tech had 
implemented the Mode 1-2-3 strategy 
which provides a structured growth 
blueprint for companies to navigate 
the digital age. Mode 1 is the core IMS 
business while Mode 2 is primarily 

digital business which has higher 
margins and is seen expanding reve-
nue share and currently accounts for 
23.7% of USD revenues in CC terms 
as of Q1FY22. Even within business 
segments, share of the digital content 
is on the rise and that is reflected 
in IT and business services unit and 
ERD segments as well (together 
accounting for 87% of revenues in 
USD CC terms). However, increased 
investments in geographies should 
also have an impact on margins 
apart from the talent war which has 
adversely impacted the IT industry 
with higher attrition levels and 
wage revisions. HCL Tech also plans 
annual wage hike for its employees 
effective Q2FY22 while expecting 
attrition levels to remain high. In 
order to counter the same, man-
agement has planned to hire 22,000 
freshers in FY22. However, on the 
positive side, deal wins and demand 
environment remained strong with 
pent up demand in digitalization fol-
lowing Covid-19. During Q1FY22, HCL 
Tech signed 12 transformative deals 
(including 4 significant product deals) 
across the verticals, led by oil & gas, 
financial services, and technology 
and services vertical. New Deal TCV 
remained at $1.7 billion, increasing 
37.4% yoy. Management has thus 
guided for double-digit CC revenue 
growth and EBIT margin of 19-21%. 
Management indicated that revenue 
growth would accelerate in FY23 
given strong deal wins and expects 
EBIT margin to improve after two 
quarters led by automation, employee 
pyramids (with more freshers to be 
hired) and higher offshoring. At the 
CMP, the scrip trades at P/E of 20.8x 
FY23E EPS and investors are advised 
to BUY for a target of Rs 1390.

Particulars (in Rs Cr) FY20 FY21 FY22E FY23E
Revenue 70,452 75,541 84,713 95,112
Growth (%) 15.1% 2.4% 12.1% 12.3%
EBITDA          16,626          20,226          21,126          23,660 
EBITDA Margin (%) 23.6% 26.8% 24.9% 24.9%
Net profit          11,017          13,063          13,552          15,426 
Net Profit Margin (%) 15.6% 17.3% 16.0% 16.2%
EPS (Rs) 40.42 48.14 49.97 56.82

Source: Bloomberg consensus
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Investment Rationale
Best play in white goods space
Whirlpool of India ltd (WHIL) 
provides best opportunity in the 
White Goods listed space owing to 
its strong exposure to Refrigerators 
and washing machines compared 
to other listed players who are in 
single category. The penetration of 
Refrigerators and Washing Machines 
in India is low at 30%/~10% compared 

to other countries. Both categories 
are expected to benefit on account 
of up-scaling like in refrigerators 
segment, the technology is moving 
towards direct cooling to frost free, 
higher capacity and double door. In 
washing machine segment, now the 
preferences are for fully automatic 
machines from semi automatic 
earlier. Whirlpool commands a vol-
ume market share of 17-18% in each 

category. Further, the company has 
been gaining market share in volume 
terms and its product portfolio is 
poised to deliver strong structural 
growth over the next decade, beyond 
the low base-led growth due to the 
COVID-19 outbreak. In addition the 
formalization of economy is going 
to benefit the organized players like 
Whirlpool in white good segment.

whirlpool of india Ltd.
Company Information
BSE Code 500238
NSE Code WHIRLPOOL
Bloomberg Code WHIRL IN
ISIN INE716A01013
Market Cap (Rs. Cr) 27015
Outstanding shares(Cr) 12.68
52-wk Hi/Lo (Rs.) 2,787/1,971
Avg. daily volume (1yr. on NSE) 115340
Face Value(Rs.) 10
Book Value (Rs) 219.9

CMP: Rs 2,135 Rating: BUY Target: Rs 2,480

Promoters, 75.00%

DIIs, 11.29%
FIIs, 2.65%
Others, 11.06%

Shareholding Pattern as on 30th June 2021
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New product launches to 
strengthen market share
WHIL enjoys a strong brand recall 
and over last 5-6 years, it has been 
improving its positioning in the 
Indian market due to management’s 
focus on growth. Company has 
wide offerings in Refrigerators and 
Washing Machines, and has been fast 
to fill the gaps in its product portfolio 
with new launches. It entered into 
the Air Purifier segment in CY18, and 
acquired 49% stake in Elica PB India, 
a manufacturer of kitchen cooktops. 
The acquisition of Elica PB India has 
paid off positively for the company 
as Elica is exhibiting strong growth. 
The Jv has been focusing on filling 
the product gaps by launching India 
centric products. In addition to 
this, by leveraging the distribution 
network of Elica, WHIL aims to build 
Whirlpool as a strong cooking brand. 
Company also launched Intelli-
fresh Pro series of Bottom Mount 
Refrigerators, revamped the mid to 
high end Single Door Refrigerator 
portfolio and introduced Glass Door 
range in Double Door refrigerators. 
In Room AC segment, company has 
launched next generation range of 
3D Cool Inverter AC. Within Washing 
Machines, given the heightened 
need and awareness for sanitization, 
WHIL launched Stainwash Pro 
Bloomwash Pro series with inbuilt 

heaters. Whirlpool of India is also 
the first company to introduce 
insta- heater in Semi-Automatic 
washing machines. The launches of 
new products and premiumisation 
of products will help the company 
in strengthening its market share in 
India’s white good market.

Focus on in-house 
manufacturing
Whirlpool India manufactures 95% 
of its products in-house while the 
rest is either outsourced domes-
tically or imported. Company has 
three manufacturing facilities in 
Faridabad, Puducherry, and Pune. 
The Faridabad and Pune facilities 
cater solely to Refrigerators, while 
Washing Machines are produced in 
Puducherry. In bid to increase, its 
in-house manufacturing, company 
has spent around Rs 860 crore Capex 
over FY17-21. Company believes in 

the long-term benefits of in-house 
manufacturing capabilities, thus 
increased its in-house manufacturing 
in total production which is in quite a 
contrast to other Indian White Goods 
companies. Despite such a high capex 
which company incurred during 
FY17-21, its RoIC (Return on Invested 
Capital) is best in class, suggesting 
strong profitability and cash flow 
generation. However, in terms of raw 
materials and components, com-
pany imports nearly 27% of its total 
requirement from China which pose 
a challenge for the company. Never-
theless, company is very much com-
mitted to increase the indigenization 
of its raw material requirement thus 
focusing on reducing the imports.

Enhancing distribution network
Over the years, WHIL has scaled up 
its distribution network reaching 
90%-95% of the industry leader. 
Company is now present across a 
large number of outlets, however a 
lot of them are not directly covered 
by WHIL. Company is now focused 
on improving the quality of it 
distribution network and is looking 
to increase its direct coverage and 
wallet share. During 1QFY22, com-
pany witnessed 13% increase in billing 
points, whereas repeat frequency 
from outlets was up by 31%. Com-
pany is also focusing on online sales 
thus tying up with the e-commerce 
companies to boost its sales through 
e-commerce platforms. E-commerce 
contributes around 12% of its total 
revenue in FY21. Further, company 
remains open for inorganic opportu-
nities for businesses complementing 
its existing goals. Therefore, all these 
strategies will pay off positively for 
the company going ahead and will 
help in propelling its overall growth.

Key risks
  Global semi-conductor shortage 

is a near term concern for the 
electronic industry across the world. 
Hence, if this concern persists for 

WHIL 3 year Price Chart
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WHIL enjoys a 
strong brand recall 
and over last 5-6 
years, it has been 
improving its 
positioning in the 
Indian market due 
to management’s 
focus on growth.
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longer period then it could affect 
company’s production in coming 
time.

  Higher metal prices is area of con-
cern for all white goods manufactur-
ers. Hence, inability of the company 
to pass on the higher cost could dent 
the margins in the near term.

Valuation
Whirlpool India is one of the best play 
in Indian white good space given its 
strong parentage, improving market 
share and increasing new product 
launches. India’s white good sector 
offers good growth opportunity 
given low penetration level across 

Categories, shortening replace-
ment cycle, increasing consumer 
affordability and appliances are now 
becoming necessity than discre-
tionary. WHIL has identified Room 
AC, Cooking (Kitchen), Microwave, 
Water Purifier and Dishwashers as 
new avenues for growth. Company’s 
1QFY22 numbers were affected by the 
2nd wave of pandemic and reported 
sequential decline in overall perfor-
mance. However, due to low base 
on previous year, company reported 
high double digit growth on all 
parameters on YoY basis. High com-
modity inflation has hit the margins 
of the company during the quarter. 

However, company has initiated 
price hike of its products but it is 
not enough to mitigate the impact of 
higher cost. As the economy recovers 
from the lockdowns and on the onset 
of festive season, operating leverage 
should aid margin normalization 
and will help the company to reach 
the pre-COVID level business. Thus, 
we have positive view on Whirlpool 
of India and recommend to BUY the 
scrip with target of Rs 2,480 from 
12 months investment perspective. 
The scrip is currently valued at P/E 
multiple of 39.9x on FY23E Bloomberg 
consensus EPS of Rs 53.5. 

Particulars (in Rs Cr) FY20 FY21 FY22E FY23E

Revenue 5,992.5 5,899.9       6,992.8         7,951.5 

Growth (%) 11.0% -1.5% 18.5% 13.7%

EBITDA 676.3          523.0          595.2            930.8 

EBITDA Margin (%) 11.3% 8.9% 8.5% 11.7%

Net profit  490.2          353.2          446.7            678.0 

Net Profit Margin (%) 8.2% 6.0% 6.4% 8.5%

EPS (Rs) 38.6            27.8            41.5              53.5 
Source: Bloomberg consensus
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Zydus wellness Ltd.

Company overview
Zydus Wellness Ltd. (ZWL) is one of 
the leading Indian consumer wellness 
players with a strong presence in 
its niche markets. The company 
boasts of leadership position in 5 of 
its 7 brands – SugarFree, Everyuth 
Scrubs and Peels, Nutralite, Glucon 
D and Nycil. Its other brands include 
Complan and Sampriti Ghee. The 
company’s growth over the years 
has been led by pioneering brands 
such as Sugar Free, EverYuth, and 

Nutralite and innovations offering 
new benefits to consumers. The com-
pany is the market leader in most of 
its product categories. In FY19, ZWL 
acquired Heinz India, whose portfolio 
too had market leadership positions 
in niche categories catering to health 
& wellness segments. Portfolio of 
Heinz included Glucon D, Complan, 
Nycil and Sampriti Ghee. ZWL aims 
to combine healthcare, nutrition and 
cosmeceuticals to bring wellness 
products to enrich life.

Investment Rationale
New launches to maintain 
growth momentum
ZWL maintained its thrust on new 
product launches in the key catego-
ries. In the last one year, the com-
pany has launched 11 new products 
through brand extensions & variant 
launches. New products include 
Sugarfree D’lite dark chocolate, 
Nutralite Choco Spread, Nutralite 
DhoodhShakti ghee & butter, 
Glucon-D ImmunoFizz, Complan 

Company Information
BSE Code 531335
NSE Code ZYDUSWELL
Bloomberg Code ZYWL IN
ISIN INE768C01010
Market Cap (Rs. Cr) 14670
Outstanding shares(Cr) 6.4
52-wk Hi/Lo (Rs.) 2396.1 / 1585.55
Avg. daily volume (1yr. on NSE) 58008
Face Value(Rs.) 10
Book Value 738.4

CMP: Rs 2,304 Rating: BUY Target: Rs 2,680

Promoters, 64.8

DII, 24.8%
FII, 3.0%
Others, 7.5%

Shareholding Pattern as on 30th June 2021
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Nutrigro and Nycil sanitisers. Nycil 
“Soothing Body Mist” was launched 
to address prickly heat and skin 
rash problems that usually occur in 
summer. It made its foray into the 
dairy segment under the Nutralite 
banner with the launch of Nutralite 
DoodhShakti Probiotic Butter Spread 
and Nutralite DoodhShakti Pure 
Ghee. Some of the new launches done 
in the earlier quarters are gaining 
strong traction. Sugarfree Dlite grew 
by 2x in revenues since its launch. 
Year one of launch was below par but 
in subsequent years’ brand registered 
good traction support by media and 
promotional activities. Nutralite May-
onnaise is also gaining good traction 
in the retail format and company is 
focusing on expanding the reach of 
the product. Glucon D Immunovolts, 
which was launched as an immuno 
booster is been doing reasonably well 
and gradually gaining good momen-
tum. Everyuth Tan Removal Scrub 
had seen exciting traction two years 
prior to the COVID-19 led disruption. 
The company is planning to launch 
more new products under different 
product portfolio both in Indian & 
international markets.Moreover, 
there are a lot of white spaces for 
innovation in the Heinz portfolio - 
especially in Complan and Nycil. It 
is expected that ZWL’s focus on new 
innovations would reap rich divi-
dends in the future as its most recent 

launches such as Sugar Lite, Nutralite 
Mayonnaise & Choco Spread, and 
Everyuth Tan Removal are contribut-
ing to the growth of the company.

Direct distribution reach pene-
tration deepens
Over FY21, ZWL has increased its 
direct reach to 5.5 lakh outlets from 
3.5 lakh outlets earlier under project 
Vistaar to support new/existing 
launches. The company has also 
increased its pharmacy distribution 
and out of 5 lakh chemists in India, 
the company already has a presence 
in 75% of such chemist stores. Apart 
from Sugar Free, increase in phar-
macy chains is also aiding revenue 
growth of Complan, Glucon-D and 
Nycil. It has a presence in more than 
800 towns now. This aided ZWL’s 
resilient performance over the last 

four quarters despite the strict lock-
down restrictions. Simultaneously, 
it has expanded its e-commerce 
channel, which has grown 3x in FY21 
to reach ~4% of sales (v/s 1% in FY20). 
Increase in direct reach will help 
brands such as Complan, Glucon D 
and Sugarfree to further improve its 
penetration in the coming years. It 
has done sales force automation. It is 
also focusing on improving its rural 
reach in the coming years.

Cost saving initiatives
Commodity prices have been rising 
since past few quarters. However, 
ZWL has been able to maintain its 
margins owing to several cost saving 
initiatives (including price hike of 
2% this quarter). With an intent to 
become leaner and more efficient 
through business projects including 
disintermediation and digitization of 
processes across the value chain, the 
company has embarked on the next 
phase of transformation journey post 
integration called Transformation 
2.0. Under this project the company 
has initiated a number of projects 
from sales, supply chain to people 
functions which will help it become 
more agile by embracing the digital 
way of working. The company is 
expecting to save more than Rs 
100mn in the next couple of quarters. 
ZWL is also undertaking other cost 
saving initiatives such as efficient 
freight management and automation 
in manufacturing, which would fur-
ther improve its cost efficiency. The 
company has strong pricing power in 
rest of its brands. Thus, it can easily 
pass on any significant inflation in 
the input prices. The management is 
confident of achieving higher gross 
margins in the coming years. A better 
revenue mix will also aid higher gross 
margins.

Strong brand portfolio
ZWL top five brands - Glucon-D, 
Sugar Free, EverYuth Scrub, Peel Off 
Face Mask and Nycil maintained their 
leadership positions in-their respec-
tive categories as on June 21. Zydus 
is the market leader in artificial low 
calorie sweetener market enjoying a 

Zydus Wellness 3Yr. Price Chart
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ZWL maintained 
its thrust on new 
product launches in 
the key categories. 
In the last one year, 
the company has 
launched 11 new 
products through 
brand extensions & 
variant launches.
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lion’s share of ~82%. Glucon-D has 
maintained its number one position 
with a market share of 58.2% in the 
Glucose powder category. Glucon-D 
Immunovolt, continued to deliver 
steady business. Complan which has 
a market share of 5.5% in the malted 
food (MFD) category (maintained its 
no.4 position in HFD category). Nycil 
maintained its number one position 
with a market share of 35.2% in the 
Prickly heat powder category. Every-
uth Scrub has maintained its number 
one position with a market share of 
36.9% in the facial scrub category 
and Everyuth Peel off has maintained 
its number one position with a 
market share of 77.6% in the Peel off 
category. Everyuth brand now has a 
market share of 6.3% in the overall 
facial cleansing segment. Nutralite 
delivered strong growth both in 
institutional and retail business and 
the company is gaining market share 
in this segment. 

Q1FY21 result analysis
Zydus Wellness reported strong 
performance on all front on YoY basis 
but on QoQ basis performance was 
a bit subdued due to lockdown. Net 
Revenue in Q1FY22 increased by 11.2% 
YoY at Rs. 597.6 crore against Rs. 537.4 
crore in Q1FY21 and on QoQ basis 
it decreased by 1.3% from Rs. 605.7 
crore in Q4FY21. EBITDA in Q1FY22 
increased by 14.8% YoY at Rs. 140.4 
crore against Rs. 122.4 crore in Q1FY21 
and on QoQ basis it decreased by 
3.4% from Rs. 145.4 crore in Q4FY21. 

EBITDA Margin in Q1FY22 came in 
at 23.5% that improved by 73 bps YoY 
and declined by 50 bps QoQ. EBITDA 
Margin for Q1FY21 was at 22.8% and 
for Q4FY21 was at 24%. Net Profit in 
Q1FY22 increased by 46.6% YoY at Rs. 
130.8 crore against Rs. 89.2 crore in 
Q1FY21 and on QoQ basis it decreased 
by 1.8% from Rs. 133.1 crore in Q4FY21. 
Net Profit Margin in Q1FY22 came 
in at 21.9% that improved by 529 bps 
YoY and declined by 9 bps QoQ. Net 
Profit Margin for Q1FY21 was at 16.6% 
and for Q4FY21 was at 22%. During 
the quarter gone by the company’s 
key brands, Sugar Free, Everyuth 
Scrub and Everyuth Peel Off, Glucon 
D and Nycil continued to hold strong 
positions in their respective cate-
gories. The company’s E-commerce 
sales witnessed multifold increase 
during the quarter. The international 
business also recorded a high double 
digit growth rate during the period.

Key risks
  Any slowdown in the sales of key 

discretionary categories or disrup-
tion caused by frequent lockdowns 

  Steep increase in raw material 
prices.

  Increase in competition

Valuation
Zydus Wellness has a strong product 
portfolio in the health & wellness 
segment. In the last one year, the 
company has witnessed strong trac-
tion in Sugarfree, Glucon-D & Nycil. 

Improving penetration of Complan, 
higher traction for Sugarfree and 
Glucon D and new products per-
forming well and improved growth 
of the Everyuth brand coupled with 
distribution enhancement will be key 
revenue drivers in the near term. The 
scale up in the international busi-
ness and some of the new launches 
reaching to the maturity will improve 
the growth prospects in long run. It 
is expected that the company would 
be able to grow these brands with the 
enhancement of its direct distribu-
tion & chemist channel network. In 
the existing brands, the company 
is planning to introduce more new 
products and variants. The large 
opportunity in health and nutrition 
space gives enough room for existing 
brands to grow to a sizable level. 
Moreover, strong gross margins 
give the company leeway to spend 
more on advertisements for brand 
building. With the easing of lockdown 
restrictions, it is expected that ZWL 
to deliver stronger performance 
going forward, owing to its diversi-
fied portfolio, slew of new launches 
over the last two years, expanding 
international footprint, strong focus 
on distribution expansion in both 
rural and urban areas and greater 
investment in brand-building. Thus, 
we recommend our investors to BUY 
the scrip with target of Rs. 2680 from 
12 months investment perspective. 
At the CMP, the scrip is valued at P/E 
multiple of 33.5x on FY23E Bloomberg 
consensus EPS of Rs. 68.7.

Particulars (in Rs Cr) FY20 FY21 FY22E FY23E

Net Sales 1766.8 1866.7 2064.5 2314.3

Growth (%) 109.6 5.7 10.6 12.1

EBITDA 321.1 344.4 394.3 474.4

EBITDA Margin (%) 18.2 18.4 19.1 20.5

Net profit 141.7 118.7 344.8 437.4

Net Profit Margin (%) 8.0 6.4 16.7 18.9

EPS (Rs) 24.6 18.7 54.2 68.7
Consensus Estimate: Bloomberg, Ashika Research
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Monthly Insight
Performance
Since Jan-2019... return @CAGr 25.8%
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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 

31-Mar-21 5103512 3388344 (151565) 3236779 

30-Apr-21 4908741 3581795 (17805) 3563990 

31-May-21 4608003 3892602 463903 4356505 

30-Jun-21 2426006 4576540 266976 4843516 

31-Jul-21 3924461 4576540 397901 4974441 

26-Aug-21 1920864 5080743 (120808) 4959935 

*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 August 26, 2021
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Script Buying 
Date

QTY Bought
Rate

Value Target
Price

Target
Return

Booked
Date

Booked
Price

Value Profit Return Holding 
Days

Annu-
alised 

Return

 HCL Technologies  01-Sep-21 424 1180.0 500320 1390 17.8%        

 Whirlpool of India  01-Sep-21 234 2135.0 499590 2480 16.2%        

 Zydus Wellness  01-Sep-21 217 2304.0 499968 2680 16.3%        

Jubilant Foodworks 02-Aug-21 133 3770.0 501403 4340 15.1%        

Can Fin Homes 02-Aug-21 920 543.8 500333 650 19.5%        

Arvind 02-Aug-21 4750 105.1 499225 135 28.4%        

Tech Mahindra 01-Jul-21 455 1096.0 498680 1270 15.9% 06-Aug-21 1270.0 577850 79170 15.9% 36 161%

Hero Motocorp 01-Jul-21 172 2905.0 499660 3390 16.7%        

Zee Entertainment 01-Jul-21 2310 216.5 500115 250 15.5%        

Infosys 01-Jun-21 358 1400 501200 1610 15.0% 26-Jul-21 1610 576380 75180 15.0% 55 100%

HDFC Ltd. 01-Jun-21 195 2567 500565 2940 14.5%        

Natco Pharma 01-Jun-21 472 1059 499612 1230 16.2%        

ICICI Bank 03-May-21 845 593 499800 720 21.4%        

DCM Shriram 03-May-21 700 716 499833 840 17.3% 22-Jun-21 840 588000 88167 17.3% 50 126%

Indian Metals & Ferro 
Alloys

03-May-21 1125 445 499840 570 28.2% 22-Jun-21 551 619976 120136 23.9% 50 175%

Vardhman Textiles 01-Apr-21 375 1330 498785 1550 16.5% 12-Jul-21 1550 581250 82465 16.5% 102 59%

Kirloskar Oil Engines 01-Apr-21 2960 170 502879 208 22.4% 11-May-21 203 600051 97172 19.3% 40 176%

Amrutanjan Health Care 01-Apr-21 870 575 499864 670 16.6% 11-May-21 669 581900 82035 16.4% 40 150%

Divis Lab 01-Mar-21 147 3407 500807 3900 14.5% 27-Apr-21 3893 572315 71508 14.3% 57 91%

Supreme Industries 01-Mar-21 240 2068 496299 2350 13.6%        

Somany Home Innov. 01-Mar-21 1700 290 493763 370 27.4% 08-Jun-21 370 629000 135237 27.4% 99 101%

Infosys 02-Feb-21 390 1276 497754 1457 14.2% 12-Apr-21 1471 573869 76116 15.3% 69 81%

Kajaria Ceramics 02-Feb-21 595 839 499295 980 16.8% 16-Feb-21 972 578102 78807 15.8% 14 412%

Borosil Renewables 02-Feb-21 1810 276 500329 340 23.0% 09-Aug-21 340 615400 115071 23.0% 188 45%

BPCL 01-Jan-21 1312 383 502046 480 25.4% 02-Mar-21 469 615577 113531 22.6% 60 138%

Welspun India 01-Jan-21 7353 69 508230 84 21.5% 12-Mar-21 84 616623 108393 21.3% 70 111%

Kaveri Seed 01-Jan-21 962 525 504955 650 23.8% 10-May-21 649 624223 119268 23.6% 129 67%

Bosch 01-Dec-20 39 12842 500840 15200 18.4% 19-Jan-21 15174 591781 90941 18.2% 49 135%

Sumitomo Chemical 01-Dec-20 1750 286 501133 340 18.7% 02-Jun-21 340 595000 93867 18.7% 183 37%

Prestige Estate 01-Dec-20 1850 271 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%

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 Holding 
Days

Annu-
alised 

Return

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% 03-Jun-21 601 631050 131232 26% 337 28%

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% 20-Aug-21 19500 546000 54013 11% 445 9%

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% 02-Aug-21 19464 583920 74545 14.6% 427 13%

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% 28-Jun-21 5600 571200 67896 13.5% 420 12%

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

ITC 01-Apr-20 2950 170 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 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 1886 495946 2200 16.7% 23-Nov-20 2187 575165 79219 16.0% 266 22%

Bajaj Finance 03-Feb-20 115 4306 495178 5000 16.1% 01-Dec-20 4894 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-20 870 575 500239 665 15.7% 25-May-21 665 578550 78311 15.7% 510 11%

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-20 671 586740 87133 17.4% 351 18%

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

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

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

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

Procter & Gamble Hygiene 01-Nov-19 40 12325 492982 14078 14.2% 16-Apr-21 14026 561034 68052 13.8% 532 9%

HDFC Bank 01-Oct-19 405 1235 500212 1395 12.9% 10-Nov-20 1361 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%
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MeTAL:  
MASSIVE INFRA SPEND TO SUSTAIN GROWTH 
MOMENTUM

seCTOR OUTLOOK

Global metal prices are expected to remain 
firm on the back of massive infrastructure 
spending from advanced economies as well 
as from Indian Government. US senate has 

passed the USD 1 trillion infrastructure bill in order to 
improve roads, bridges and mass-transit systems and 
this factor is going to aid the global metal price rally 
going ahead. India also aims to invest Rs 100 trillion ($1.35 
trillion) in infrastructure to boost economic growth and 
create jobs. The investment will focus on India’s logistics 
sector to help integrate the country’s 
varied modes of transport. The Indian 
government is trying to improve 
domestic supply chain and plug into 
the international supply chain that 
will help in improving India’s share 
of exports in global economy. Higher 
infrastructure spend will result 
in higher sustainable demand for 
metal. Robust demand recovery amid 
gradual supply increase is expected 
to push base metal prices higher on 
a year-on-year basis in 2021. China 
which has a lion’s share of global 
consumption of key commodities is 
likely to witness a strong demand 
over 2021 on back of a continued 
government-led infrastructure 

spending. However, the recent slowdown in Chinese 
economy which reflected in macro data released for the 
month of July and rising COvID delta variant triggering 
fear for delay in global economic recovery which could 
be a spoilsport for Metal sector in near term. Metal 
prices across the globe has started to rise since July 
2020 on the back of demand-supply miss match. The 
outbreak of COVID-19 has been unprecedented which 
halted the economic activities across the globe. Most of 
the global metal capacities were shut during the 1st wave 

of COVID and when the restrictions 
across the globe started to ease the 
sudden spike in demand coupled with 
supply constraint pushed the metal 
prices exorbitantly. Further, massive 
monetary stimulus provided by the 
central banks across the globe aided 
the metal price rally as the investors 
started to park the easy money to 
different asset classes including 
equities and commodities. Historically 
it has been noticed that lower interest 
rates had an inverse relation with the 
equities and commodity prices. The 
Central banks across the countries 
kept their benchmark interest rate 
at near zero thus provided much 
needed fillip to the economy to 

Higher 
infrastructure spend 
will result in higher 
sustainable demand 
for metal. Robust 
demand recovery 
amid gradual supply 
increase is expected 
to push base metal 
prices higher on a 
year-on-year basis 
in 2021.
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recover from the pandemic. Investors have taken the 
benefit of ultra low interest rates and borrowed money in 
order to invest in high yielding assets like metal. Global 
de-carbonization efforts led by the largest producer/
exporter China curbing capacities to reduce carbon 
footprint also fuelled the metal price rally. So, all these 
factors have led the rally which started from the middle 
of 2020. The rally in metal prices helped the domestic 
metal companies to improve its cash flows and utilize it 
towards de-leveraging its balance sheet. There has been 
lull in metal sector since long time which resulted in 
excess capacity and overleveraged balance sheet. In last 
decade, many domestic steel companies find it difficult 
to service its high leverage balance sheet and faltered on 
their repayment of debt and went to bankruptcy. Hence, 
there has been consolidation in the steel sector which 
augur well for domestic players and they capitalize this 
opportunity emerged from the pandemic to deleverage 
its balance sheet and to proceed to next round of capacity 
expansion. However, the metal prices has corrected from 
the high in past 1 and half month as the price has peaked 
out but the prices are expected to remain firm going 
ahead amid China’s renewed focus on de-carbonization 
leading to capacity cuts and strong domestic demand. 

Globally steel demand scenario improved
The demand scenario has improved with global steel 
consumption growth is expected to be 5.8%/ 2.7% for 
CY21E/CY22E. By region, China continues to hold 
promise with consumption growth of 3%/1% in CY21E/
CY22E. The World Steel Association (WSA) has revised 
up its global steel consumption estimates in its Apr-21 
press release compared with the one in Oct-20. Global 
steel consumption is now expected to grow 5.8% (earlier 
4.1%) in CY21. The revised outlook comes on the back of 
better-than-expected demand growth in CY20. The WSA 
earlier estimated global steel demand would decline 

2.4% in CY20; however, the actual drop was a mere 
0.2%. This was mainly due to stronger-than-expected 
growth in China. China’s CY20 steel consumption came 
in at 9.1% compared with an estimated 8%. For CY21, the 
WSA expects infrastructure projects started in CY20 to 
continue to drive growth momentum in CY21 as well. 
Besides, automotive and other manufacturing sectors 
will continue to show solid growth. As a result, the WSA 
has revised up China’s steel consumption estimate to 
3% (from 1%) for CY21. Steel consumption in China is 
expected to be 1,035 million tonne in CY22 compared 
with 907.5 million tonne in CY19. In case of developing 
economies (ex-China), steel demand declined by 7.8% in 
CY20. Benefitting from the global recovery and renewed 
thrust on infrastructure, steel demand in developing 
countries is expected to grow at 10.2% (earlier 10.6%) 
in CY21 and 5.2% in CY22. Steel consumption in CY22 in 
developing economies is expected at 503 million tonne 
compared with 465.8 million tonne in CY19. Further, in US 
and Europe due to low inventory of steel the lead time is 
expected to be stretched into Q3CY21 and in certain cases 
up to Q4CY21 and that could keep the steel price firm 
going ahead. In addition, the PMIs across the main steel-
consuming regions are in expansion zone on the back 
of post-covid-19 stimulus. Recently, US administration 
indicated ~USD 1 trillion spending on infrastructure for 
the next eight years which can spur US metals demand 
increasing by ~5% yoy for next eight years. A recovery in 
construction in the developed world, particularly in the 
US and Europe and improving economic conditions could 
result in improvement in metals demand. Demand from 
construction and infrastructure in developing countries 
is rising, driven by urbanization. The only risk for metals 
demand is resurgence of Covid-19 which if leads to 
complete lockdown, resulting in shrink in demand.

Global steel production (in million tonne)

Countries

in million tonne YoY Growth (%)

CY20 CY21E CY22E CY20 CY21E CY22E

China 995 1,024.90 1,035.10 9.1 3 1

United States 88.5 106.1 112.3 -13.7 19.8 5.9

India 80 86.5 90.2 -18 8.1 4.3

Japan 52.6 56 58.8 -16.8 6.5 5

South Korea 49 51.5 52.8 -8 5.2 2.5

Germany 42.5 43.8 45.1 -2.3 3 3

Russia 31.1 34 35.8 -11.6 9.3 5.3

Turkey 29.5 35 37 13 18.7 5.7

Mexico 23.3 24.5 26.3 -4.2 5 7.6

Italy 21.7 23.3 24.6 -11.8 7.5 5.5

Source: World Steel Association
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China efforts on de-carbonization to 
sustain metal prices
The current metal cycle has been fuelled by global 
supply chains playing catch up to demand as economies 
open up and global de-carbonization efforts led by the 
largest producer/exporter China curbing capacities to 
reduce carbon footprint. China’s Ministry of Industry 
and Information Technology said in a formal document 
early in 2021 that China’s ultimate aim is to achieve 40% 
industry concentration ratio by the top five steelmakers 
and 60% industry concentration ratio by the top 10 
steelmakers by 2025. The effort on de-carbonization is 
aim to reduce the environmental pollution in the country 
which is becoming a big concern for China. In few years 
back, China witnessed massive rise in environmental 
pollution which resulted in high fog across the country 
and people becoming sick and start using mask to 
insulate them from the pollution. Thus, China in 2017, 
announced its plan to curb the pollution across the 

country by shutting down the excess industrial capacity. 
As China, is the largest producer of metal across the globe 
the shutdown of production capacity will lead to shortage 
of supply and that going to support the metal prices going 
ahead. Further, China’s withdrawal of export rebates of 
13% on 146 steel products and scrapping import duty cut 
on crude steel, pig iron and scrap augurs well for Indian 
steel companies. The withdrawal of incentives by China 
would push up steel prices globally and provide enough 
room for Indian steel companies to raise prices even as 
the fall in demand remains a concern. The cut in export 
rebates is in sync with China’s long term goal of achieving 
carbon neutrality. Chinese Government intends to keep 
steel capacities under check with stricter production 
curbs and it may not have excess steel volumes to divert 
to export markets. As a result, international steel prices 
are expected to remain buoyant in the near term, which 
in turn would support India’s steel prices.

US Manufacturing PMI

Source: Investing.com
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The demand for Aluminum to sustain
The global demand for Aluminum to sustain amid China 
supply risk and strong global demand. Chinese aluminum 
smelters are facing environment-led production restric-
tions whereas capacity cap is limiting future additions. 
With strong sequential demand recovery, global utili-
zation has reached a decade high on the back of limit-
ed spare capacity and thin pipeline of fresh additions. 
Provinces like Inner Mongolia have started restricting 
aluminum production to meet its own quarterly energy 
consumptions targets which is in sync with China’s latest 
five year plan aims to curb energy consumption intensity 
of GDP by 13.5% and emissions intensity of GDP by 18% by 
2025. Aluminum demand is currently witnessing strong 
synchronized growth from both, China and ex-China 
market, led by strong pent-up demand and favorable 
macro. The de-carbonization theme in China to impact 
metals and aluminum per se in two ways. One is shift 
in energy source towards renewable energy and clean 
energy. This would be cost inflationary given investment 
requirement in renewables, carbon costs etc. The second 
one is electrification of vehicles which will boost demand 
for metals (steel, aluminum and copper) in China, as these 
metals are used in the power generation, transmission 
and the manufacturing of new energy vehicles. Alumi-
num, along with copper and steel, is an important mate-
rial in the construction of solar power and wind power. 
Around 19,000 tons of aluminum is 
used in the construction of 1 GW solar 
power generation sets. As per CRU 
estimates, the aluminum demand in 
energy vehicles and renewable energy 
sector will grow by 40% to 8.4 million 
tonne by 2030 from 6 million tonne in 
2020 in China. As per demand supply 
estimates, it has been anticipated that 
aluminum market to enter a multi-
year deficit period from CY2022E. De-
clining inventory led by deficit market 
and lean supply pipeline would keep 
aluminum prices at elevated level.

Aluminum demand will increase by ~40% 
from EV’s and renewable energy sources
 2020 2025 2030 % Growth
EVs 5 5.8 6.3 25%
Renewables 1 2 2 100%
Total 6 7.8 8.3 38%
Source: CRU

India steel demand recovery post festive 
season
The steel demand in India has declined during the second 
Covid wave, however the impact has been less than first 
wave of Covid in last year. It is expected that the demand 
to recover post festive season and grow by ~10% in FY22 

and 8% in FY23, supported by a signif-
icant push in infrastructure invest-
ments, off take from the engineering 
and packaging segments, recovery 
in auto volumes, and to some extent 
revival in the building and construc-
tion segment. The Q1FY22 results of 
steel majors in India indicate that the 
impact of the pandemic on production 
has been significantly lower than on 
consumption. Steel majors have been 
taking advantage of export markets 
to capture higher realizations. Indian 
crude steel production is expected to 
grow at 8% in FY22 and 7% in FY23 on 

China Heavy Steel Scrap (CNY/tonne)

Source: Bloomberg
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China Domestic Steel Rebar (CNY/tonne)

Source: Bloomberg
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China Aluminum capacity vs World ex  
China Aluminum capacity (million tonne)

Source: Industry report
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the back of expected around 10% recovery in production 
from large players and somewhat lower recovery from 
smaller players. As there has been firm steel prices across 
the globe, Indian steel makers have the option to export 
and hence utilization levels could remain high irrespec-
tive of demand trends in India. Domestic HRC prices con-
tinues to hold strong and is up Rs 1000/tonne from Apr’21 
end to Rs 65,000/tonne currently  driven by strong rally 
in international steel prices along with healthy global de-
mand. Steel majors have recently announced second price 
increase of Rs 1500/tonne for HRC, thus taking the cumu-
lative price increase to around Rs 5,000/tonne in May’21. 
Long products (rebar) prices too continue to rise and is at 

around Rs 45,000/tonne. Recent China government action 
in terms of tighter regulation in spot/futures commodity 
market and steps to dissuade hoarding activities have 
helped cool off domestic China steel prices to currently 
USD 842/tonne from highs of USD 1,045/tonne. However, 
talks of export tariff post export rebate cancellation by 
Chinese government has helped global steel prices to hold 
strong with North European/Japan HRC export prices 
stood at USD 1,338/1,055 per tonne respectively. Thus, 
sustained firm steel prices in domestic markets against a 
back-drop of subdued coking coal price ex-China (Chi-
na-Aus trade spat) have led to healthy spread for Indian 
steel companies.

De-leveraging balance sheet on the back 
of incremental cash flows
India’s major steel companies are taking advantage of the 
rise in metal prices to deleverage their balance sheets 
and speed up debt repayments. Large steel companies 
such as Tata Steel, Steel Authority of India Ltd (SAIL) and 
Jindal Steel and Power Ltd ( JSPL) are among the com-
panies that have reduced debt between 28% and 31% in 
the recent quarters. As steel prices remain firm amid a 
demand surge in global markets, Indian steel companies 
are expected to accelerate the pace of debt reduction in 
the coming years. The feverish rise in global steel prices 
is proving to be a boon for steel companies, which are 
making the most of it. Domestic hot-rolled coil prices, 

which touched Rs 56,000 per tonne in March, rallying 
from Rs 39,200 a tonne in March 2020, have started mov-
ing northwards again from April, against the backdrop of 
10% discount from international prices. In FY21, Tata Steel 
pared debt by Rs 28,000 crore, followed by SAIL which 
lowered its debt by Rs 16,150 crore in FY21. Among other 
companies seen cutting back debt is the Jindal Steel and 
Power ltd ( JSPL). The company fast-tracked its payments 
to its creditors. JSPL has reduced debt by nearly Rs 9,000 
crore in FY21. The deleveraging of balance sheet by major 
metal companies helped the banks to redeploy the capital 
back to the economy and to provide support to start on 
the new capex cycle.

India Steel consumption growth trend

Source: Industry report

India steel production growth trend

Source: Industry report
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Higher earnings to drive capex for metal 
companies
Strong metal price rally resulted in robust earnings 
growth for most of domestic metal companies during 
FY21. Domestic metal companies capitalized on strong 
global metal price rally and reported healthy cash flows 
during FY21. They used these incremental cash flows to 
repaid its debt and strengthen its balance sheet and to get 
ready for next round of capacity expansion as most of the 
Indian metal companies are operating at high utilization 
rate. Metal was the only sector which witnessed increase 
in new project announcements compared to the previous 
couple of financial years. In FY21, metals alone accounted 
for nearly a fifth of new project announcements. Given 
the focus on disease management and COVID drugs, 
project intentions in the chemicals and chemical products 

sector logically ranked second in the investment pecking 
order last year. Overall, just five industries accounted 
for nearly two-thirds of new project announcements in 
FY21. Indian steel majors have committed Rs 1.8 trillion of 
capex by FY25-FY28 to raise capacity by around 39 mtpa. 
Sustainability of this round of capital expenditure has 
been significantly higher on several counts. Nearly a third 
of planned capex targets cost efficiency and downstream 
capacity, which will improve the resilience of earnings 
through the cycle. Cost efficiency projects entail pellet 
addition, coke making, improvement in iron ore mining 
and slurry pipelines, among others. Downstream expan-
sion projects aim to augment value-added capacity to 
capture higher margins through the chain. While pursu-
ing this leg of capacity addition, domestic metal compa-
nies are looking to maintain healthy leverage through the 
cycle.

Metal price trend

Gross debt reduction by Indian Metal companies
Company Name Total debt in 

FY21 (Rs crs)
Total debt in 
FY20 (Rs crs)

Gross debt 
reduction (%)

Debt/Equity 
FY21

Debt/Equity 
FY20

Steel Authority Of India Ltd. 35,576 51,201 -31% 0.78 1.23 

Jindal Steel & Power Ltd. 21,551 30,675 -30% 0.68 0.95 

Welspun Corp Ltd. 560 780 -28% 0.15 0.24 

Tata Steel Ltd. 81,901 113,289 -28% 1.10 1.54 

Vedanta Ltd. 41,677 49,800 -16% 0.67 0.91 

Hindalco Industries Ltd. 65,014 67,096 -3% 0.98 1.15 

JSW Steel Ltd. 51,730 52,998 -2% 1.11 1.45 
Source: ACE Equity

Capex plan by Indian steel companies
Companies Capex plan  

(Rs trillion)
Capacity expansion 
plan (million tonne)

Potential  
timeline

Tata Steel 0.4 5.8 FY25

JSW Steel 0.5 13.5 FY25

JSPL 0.2 6.3 FY25

SAIL 0.7 13 FY26-28
Source: Media articles

LME Aluminum prices (USD/tonne)

Source: Bloomberg
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LME Copper prices (USD/tonne)

Source: Bloomberg
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Domestic metal companies witnessed dream run in 2021 
on the back robust rally in global metal prices. After a long 
lull period the metal prices have given significant run up 

which started from June 2020 amid supply constraints and 
pent up demand. However, at current scenario, it seems 
that pent up demand has been over for the metal com-
panies and now the next leg of growth will come purely 
from domestic demand backed by infrastructure spend 
by government and next wave of capex cycle. Though 
some global factors like increasing delta variant COVID 
cases and soft industrial growth data from China has put a 
brake on global metal price rally and it has corrected from 
its high but it seems that it will be short lived and metal 
price will resume its rally once the global economic recov-
ery will start accelerating. Hence, it is expected that the 
long term growth story for metal companies will remain 
intact as the next wave of capex cycle will start kick in the 
2nd half of FY22. 

Metal Peer set
Company Name Mcap  

(Rs 
crs)

Reve-
nue  

(Rs crs)

EBITDA 
(Rs crs)

PAT  
(Rs 
crs)

EBITDA 
Margin 

(%)

PAT 
Mar-
gin 
(%)

ROE 
(%)

ROCE 
(%)

D/E 
(x)

1 Yr 
Forward 

EV/
EBITDA 

(x)

1 Yr 
For-
ward 

P/E (x)

1 Yr 
For-
ward 

P/Bvps 
(x)

Coal India Ltd. 83,967 82,710 18,573 12,705 22.5% 15.4% 37.0 46.1 0.2 3.2 5.6 1.8 

Hindalco Indus-
tries Ltd.

94,595 131,985 17,536 5,177 13.3% 3.9% 5.6 7.4 1.0 6.0 8.8 1.1 

Hindustan Zinc 
Ltd.

133,605 22,071 11,672 7,980 52.9% 36.2% 22.0 27.3 0.2 7.5 11.8 3.4 

Jindal Stainless 
Ltd.

7,326 12,188 1,424 414 11.7% 3.4% 3.1 11.3 1.5 5.1 8.8 1.5 

Jindal Steel & 
Power Ltd.

38,031 38,989 14,444 5,527 37.0% 14.2% -1.3 5.6 1.2 4.1 6.7 0.8 

JSW Steel Ltd. 167,151 78,059 20,141 7,872 25.8% 10.1% 19.0 15.6 1.3 6.3 9.1 2.1 

NMDC Ltd. 45,336 15,370 8,789 6,247 57.2% 40.6% 13.4 22.4 0.0 4.7 6.8 1.2 

Steel Authority Of 
India Ltd.

49,236 69,114 12,739 3,680 18.4% 5.3% 4.8 7.3 1.3 4.5 5.1 0.8 

Tata Steel Ltd. 169,131 153,308 30,504 7,862 19.9% 5.1% 10.9 12.0 1.2 5.6 7.8 1.4 

Vedanta Ltd. 106,423 86,863 27,318 15,033 31.4% 17.3% 25.8 17.9 1.1 3.8 6.7 1.4 
Source: ACE Equity & Bloomberg

LME Zinc Prices (USD/tonne)

Source: Bloomberg

1000 

1500 

2000 

2500 

3000 

3500 
Ja

n-
20

 
Fe

b-
20

 
M

ar
-2

0 
Ap

r-
20

 
M

ay
-2

0 
Ju

n-
20

 
Ju

l-
20

 
Au

g-
20

 
Se

p-
20

 
O

ct
-2

0 
N

ov
-2

0 
D

ec
-2

0 
Ja

n-
21

 
Fe

b-
21

 
M

ar
-2

1 
Ap

r-
21

 
M

ay
-2

1 
Ju

n-
21

 
Ju

l-
21

 
Au

g-
21

 

LME Lead Prices (USD/tonne)

Source: Bloomberg
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LME Nickel Prices (USD/tonne)

Source: Bloomberg
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Management Commentary 
for Q1FY22

ManageMenT COMMenTaRy

Hero MotoCorp Ltd.
• During the quarter, company has prioritized the safety 
of employees and customers.

• Company has vaccinated around 95% of its total 
employees.

• Company is confident of returning to normalcy. 

• GST collection is back on track and monsoon has been 
good which gives good crop season in next quarters.

• Company’s 90% of outlets are operating normal.

• Festive season will start from the month October. 
Company expect positive trend in 2HFY22 starting with 
festive season.

• The underlying factors like under penetration, employ-
ment, and personal mobility will drive the 2W industry 
growth.

• The registration data in Vahaan lags 
the real data. The actual retail data 
will come after some time.

• There has been good off take in 
demand in Rathjatra and Guri purn-
ima. The off take has been around 40% 
up.

• Finance penetration during the 
quarter was 41% which was very 
healthy. When the company will move 
to normal quarter and ahead of festive 

season the finance, penetration will go up to 45-50%.

• All marriages fell in Q1 and no marriages in Q2. Marriage 
purchases are generally in cash purchase so it will have 
impact on Hero fin corp.

• 1QFY22 has already been impacted by high commodity 
prices. Company has increased price by Rs 600/vehicle in 
April and in July company has increased price by Rs 1200/
vehicle. Company expected raw material price to soften in 
coming quarter and then the margin to normalize.

• Commodity price has increased by Rs 2000 per vehicle 
and company has increased price by Rs 600 per vehicle 
in April 2021. In July, also company has increased price 
by Rs 1200 per vehicle. Company is expecting the margin 
recovery in the 2nd half of FY22. 

• In auto parts segment, company expects strong demand 
to come from Q2FY22. Auto parts revenue during 1QFY22 

was Rs 455 cr vs Rs 1054 cr Q4FY21.

• Single days festival have seen good 
growth but recovery is taking little bit 
slow. However, company is confident 
of demand recovery in 2HFY22 and 
it will be good half from demand 
perspective.

• Hero EV product will come up in 
March 2022. Jv with Gogoro TAI-
WAN company which is on battery 
swapping front will come up with the 

Hero MotoCorp: 
Festive season will 
start from the month 
October. Company 
expect positive trend 
in 2HFY22 starting 
with festive season.
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products at the end of 2022.

• In Ather, Hero is the largest shareholders in the 
company.

• Company will do Capex of around Rs 750-1000 per year.

• Electrification is a cash burn story and needs capital for 
the business whenever required.

• This is time company will start building inventory 
and it is unlikely last year where company was short of 
inventory. Company is also managing semi conductor 
shortage efficiently. Overall company is comfortable with 
the inventory level.

• Hero Motocorp will leverage its huge distribution net-
work to market its EV product which will launch in March 
2022. Company will capture the market much faster 
than other EV startups because of huge its distribution 
network.

• Company has invested in Ather in 2016 when it was a 
startup. All the Ev evolution in first few years will be in 
scoters.  India is underpenetrated in scoters segment.

• Ev category will not be profitable from day 1 and it 
needs investment and it is a cash burn business.

• Company will not shy away from any opportunities on 
M&A front and company will go for it if it provides good 
return.

• Company is looking to how to premiumize each segment 
starting from splendor and scoter.

• Company has 12 dealers and 30 touch points for Harley 
Davidson bikes. Harley is an iconic brand and work is 
going on full swing.

• Company has brand ambassador as Virat Kholi and 
company is continuously focusing on branding and 
marketing front. All the enablers are in place to gain the 
market share in premium segment.

• When sowing is going then the demand for Tier 3 & 4 
cities slowed down and vice versa. 
So the demand varies and it varies at 
different time in a year.

• Company expects farm income to 
go up with water reservoir level will 
also go up due to good monsoon and 
demand in rural areas is likely to 
come back in next quarter onwards.

• Over the medium term, 50% of 
the investment will go towards EV, 
Premium and global business.

• Other operating income during the 
quarter was Rs 110 cr vs Rs 200 cr in 
Q4FY21 and Rs 67 cr in Q1FY21.

• Charging infrastructure has been putting by the gov-
ernment and other OEMs. Ev space will definitely evolve 
when we will move ahead.

• Company has 6000-7000 touch points across India and 
it is big advantage for the company in comparison with 
new players as these companies need huge investment to 
create a supply chain.

• Company’s marketing team is working 360 degree for 
the launch of premium products across the India.

• Company is way ahead compare to other OEMs in EV 
space as the company has invested in Arther in 2016.

• Company is evaluating all the business models and the 
factors that will drive the EV are viability, scalability, and 
customer satisfaction.

• Company thinks they are closer to the peak of commod-
ity cycle. As the super normal profit in this industry lure 
other players to come in the business and that balance the 
supply with the demand.

• There will be no cannibalization of sales when Arther 
will launch their own brand EV vehicles.

• The export trajectory is very good and the run rate is 
now Rs 3,000 cr per annum which was Rs 2000 cr earlier 
and company has higher export target going ahead. How-
ever, company’s current export market share is small. 
Company in Nigeria launched new products and trained 
the mechanics there. 

Maruti Suzuki India Ltd.
• FY21 was extreme difficult times for the company.

• At the time when the country was battling with 2nd 
wave of pandemic and running out of oxygen, company 
has stopped its production and divert its plant towards 
the producing oxygen.

• With sustain sales company has achieved 15 lacks sales 
in none other markets.

• Company has extended Maruti 
Suzuki smart finance on online and 
real time on pan India basis.

• Company has extended its subscrip-
tion service program to 19 cities in the 
country.

• Q1FY22 has been challenging quarter 
for the company because of lockdown 
in the country resulted in significant 
disruption in the business.

• During the June, the production 
started to recover from low at May.

• On demand side, customers pref-
erence towards CNG vehicles has 

Maruti Suzuki 
India: Q1FY22 has 
been challenging 
quarter for the 
company because 
of lockdown in the 
country resulted 
in significant 
disruption in the 
business.
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continued to increase.

• During the quarter, company has faced supply side issue 
of global semi conductor shortage.

• Company is collaborating with the distributors to 
ensure the supply semi conductors.

• The unprecedented increase in commodity prices has 
put significant cost pressure. Company has taken cost 
optimization program lower the sales promotion and 
advertisement expenses to limit the some of the adverse 
effect of steep increase in commodity prices besides 
taking price increase carefully.

• 2nd wave of pandemic has affected the Q1FY22 produc-
tion and sales. However, there was no comparison with 
Q1FY20 as the disruption at that time was much higher 
than this year.

• Company sold 353614 units during 1QFY22.

• The demand in July has picked up post the eased of 
lockdown. Company witnessed a pick up in enquiries 
and bookings in July. The bookings is now 85% of Q4FY21 
bookings.

• Sequentially in comparison to June 2021, the enquiries 
and bookings are up 120% from June level.

• This time the recovery led by both urban and rural 
unlike last year where recovery led by rural only.

• Company continue to see increase in commodity prices. 
Commodity prices will increase in this quarter as well in 
next quarter. The increase in commodity prices is very 
steep and unprecedented.

• Company is taking gradual price increase though 
there has been limitation of price increase given the soft 
demand for the products.

• Company is working on all technol-
ogy from electric to hybrid electric, 
biogas and CNG vehicles. Company is 
pursuing on all technology which will 
give higher return.

• Till the time the charging infra-
structure grown in India company will 
focus more in hybrid model.

• The way the natural gas has pro-
gressed in the country as the PM has 
announced to increase the share of 
natural gas uses in total energy basket 
from 6.3% to 15% and CNG & PNG are 
the 2 major pillars of that.

• Many new cities are come up and 
penetration of CNG vehicles have 
gone up dramatically.

• Company is also responding the 

government program of ethanol and in process of evalu-
ating the bio-fuel technology which is carbon neutral or 
carbon negative.

• Some of expenses are not recurring and it will not be 
repetitive in nature. Company has kept the provision of 
wage settlement.

• Company is working on fine line in order to maintain 
balance between topline and bottomline.

• Company can’t pass on the total cost increase to cus-
tomers by raising the price as it will hit the demand. So, 
company is taking calibrated view in increasing the prices 
and are doing segment by segment and considering the 
demand pattern.

• Company increased the price by 1.3% in January 2021 
and 1.6% in April 2021. Company has also marginally 
increased the price in July 2021.

• Commodity inflation in Q1 about 3.5% and it is difficult to 
predict for next quarter because it based on negotiation.

• Commodity price pressure will continue in Q2 post that 
there could be some correction in commodity price.

• Exports revenue during Q1FY22 was Rs 2,286 crore.

• Individual states are coming with EV & Hybrid policy 
and many states are providing incentives on EV & hybrid 
cars. Company will follow the national level policy.

• In last year the first time car buyer has gone up from 
43% to 48% increased by 5% and replacement car buying 
has gone down by 8% from 26% to 18.5%.   

• In Q1 for Maruti Suzuki the first time buyers has come 
down little bit to 45.5% from 46.9% in same quarter last 
year. However, replacement buying has improved during 
the quarter and it will go up to 25-26% level.

• There is element of uncertainty and 
company is doing quite well and the 
problem of chip shortage is expected 
to continue to at least in next 1 year. 
So far company has done well by 
managing it quite efficiently.

• Company is doing quite well as 
compared to other peers as company 
has wide portfolio and company is 
prioritizing the usage of chip accord-
ing to vehicle.

• Order has of today is 117,000 
pending bookings. On stock levels 
135,000-138,000 units.

• Two big elements the negative 
operating leverage which was 4% 
impact QoQ and commodity inflation 
impact was 3.5% QoQ has affected the 

Maruti Suzuki: 
In Q1 for Maruti 
Suzuki the first-time 
buyers has come 
down little bit to 
45.5% from 46.9% 
in same quarter 
last year. However, 
replacement buying 
has improved during 
the quarter and it 
will go up to 25-26% 
level.
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performance in Q1FY22. Going forward company will get 
the advantage of operating leverage.

• Because of pandemic there are many alternative uses of 
chips and global manufactures are not sure whether to 
expand facility or not. They are not sure that this demand 
buoyancy is permanent or temporary.

• In FY22, the capex will be around Rs 4500 cr. Any plant if 
set up then there will be fixed cost and depreciation cost.

• PLI is Advanced chemistry cell (ACC) which is a part of a 
battery. The first phase of ACC plant has already commis-
sioned and company is doing trial production and scheme 
is yet to come into force. The PLI scheme should be 
positive for the industry and will bring capacity in India.

• Retail enquires are going up in July. In July both retail 
and wholesale demand sequentially has gone up.

• SUv has been growing over the years and it has touched 
38% in 1QFY22 from 36% in 2021. There are lot of tractions 
in the SUV segment and mainly traction in entry SUV and 
mid SUV segments.

• Company is expecting SUv segment to grow 42-43% 
CAGR in next 5 years. Other countries witnessed plateau-
ing of growth after the SUV segment hit the growth of 
45%.

• Steel is negotiated in each quarter and other commodity 
is negotiated at a quarter lag.

• Company witnessed quick bounce back in demand and 
it is better than expected especially in urban areas.

• Different segments have different price elasticity and 
thus company will take calibrated call in raising the price.

• Retail market share is closer to 40% 
which is lower while the wholesale 
market share close to 46%. There are 
3 main reasons for lower retail share 
because of pending bookings, CNG 
availability and lower stock levels.

• In Q1FY22, company’s market share 
without SUv is at 65% up 5.7% and in 
Pv in 62% up 4.8%. 

• On Wholesale front the sales 
promotion cost (discount) has come 
down from Rs 14,000/vehicle from 
Rs 23,000/vehicle. On retail front the 
sales promotion also come down.

• Company has done change in 
formulation of technology to save the 
cost.

Pidilite Industries Ltd.
• Company has seen demand recovery 
since mid-June post lockdown with 

most markets returning to normalcy across town classes 
and geographies.

• Consumer and Bazaar businesses (‘C&B’) has witnessed 
recovery led by adhesive, construction chemicals and DIY 
portfolio, recovery in Business to Business (‘B2B’) is on 
account of resurgence in industrial activity.

• Gross Margins have contracted on account of sharp 
escalation in input costs partially mitigated by judicious 
pricing.

• Overseas subsidiaries continued its positive momen-
tum and reported high double-digit constant currency 
revenue growth as well as strong earnings growth.

• High input costs remain concern for the company.

• Company remains cautiously optimistic on the sustained 
demand recovery going ahead.

• Company has taken appropriate approach towards 
pricing given the higher input costs.

• Some of the products which are real estate focused 
witnessed some pressure on margins.

• There are substantially decline in real estate especially 
in organized sector. In next 6 months the more clear pic-
ture will emerge on the demand recovery of real estate.

• vAM price has moderated from high of USD 2000/Tonne 
to USD 1400/tone. Company is expected further modera-
tion in VAM prices as the chemical prices globally is very 
volatile. One year ago the average VAM price was USD 
900-1000/tonne. Company is seeing the VAM price will be 
in the range of USD 1400-1500/tone.

• By the end Q2FY22 company will be able to cover the 
cost of VAM prices it may not be 
possible for other raw material price 
front.

• Company is positive on the demand 
trend and hopping that the 3rd 
wave could not result in nationwide 
lockdown. 

• Metro demand has come back 
strongly in 1QFY22. Despite 45 days 
lockdown in 1Q, company’s rural and 
small towns sales were impressive.

• International markets are growing 
and driving the growth and it is 
outperforming the domestic market. 

• Premiumisation growth is led by 
metro and tier 1 towns. Rural and 
semi urban markets are sustaining the 
growth despite of 2nd wave. 

• Company is quite optimistic on 
real estate revival. Lot of company’s 

Pidilite industries: 
VAM price has 
moderated from 
high of USD 2000/
Tonne to USD 1400/
tonne. Company is 
expected further 
moderation in 
VAM prices as the 
chemical prices 
globally is very 
volatile. One year 
ago, the average 
VAM price was USD 
900-1000/tonne.
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real estate customers witnessed massive liquidation of 
inventories.

• Company witnessed unprecedented increase of cost 
inflation and company has been able to pass on the cost 
increase to customers partially.

• Paint companies presence in construction chemicals 
are for last 5-7 years and it is not a new competition and 
the competition expanding the market more rapidly. 
Currently, water proofing become the fastest growing 
product for the company.

• Company is focusing on volume growth rather than 
pricing growth.

• In last 10 years, company has strengthened its lead-
ership bench and most of the leaders are now blue chip 
leaders.

• Construction chemical business is growing at 2x of 
GDP growth. Over the period of 3-5 years construction 
chemical will deliver strong growth.

• Capex level generally at 4-6% of the turnover, may it be 
on higher side because of to create strong supply chain. 
But more or less the Capex level in FY22 will be at 4-6% of 
turnover.

• Company has very clear agenda of both organic and 
inorganic route of growth. If company find appropriate 
inorganic opportunity company will capitalize on that.

• Araldite and Pidilite brand are the power brand and has 
nearly 75% of market share after that Astral has its market 
share and rest hold by other players.

• Silicon is the base raw materials and prices has come 
down in last 12 months. There is no silicon manufacturers 
in India all the requirement has been imported. The 
Indian manufactures only produce the compound of 
Silicon and raw Silicon has been imported from overseas 
markets.

• Nearly 4 years back company has 
re-casted its international business 
strategies. International market has 
not been affected much as compared 
to India in COVID. Overall, interna-
tional markets have been outperform-
ing domestic markets for long time.

• Art and Craft business has been 
most affected division in COvID 
pandemic as students consumed most 
art and craft. Due to the closure of 
schools, the demand for art and craft 
has been affected.

• In water proofing there are 3 
segments like real estate which are 
organized, individual housing and 

repairing/renovation of housing.

• In any new products if company get success in India 
then it will launch in other markets.

Lupin Ltd. 
• 1QFY22 has been mixed quarter for the company. For 
the coming quarters the prospects of business looks 
promising on the back of ramp up in sales in complex 
generics and the growth of India business which is very 
promising currently.

• Company expects that in coming quarter there will be 
lot more promising performance.

• US market grew by 9.6% YoY and declined 10.8% QoQ at 
Rs 1333.0 crore while India market grew by 27.3% YoY and 
27.2% QoQ at Rs 1636.2 crore. Growth markets also grew 
by 23.3% YoY and 9.7% QoQ. 

• QoQ growth was led by Indian market.

• Company sees high teens revenue growth for India 
market in FY22. 

• US revenue down sequentially due to pressure in base 
business products as new competition is coming into the 
market.

• Albuterol is ramping up nicely and company is on track 
of gaining 18-20% market share in this product.

• Company is committed to grow in US business both 
on existing products and new products albuterol and 
Brovana.

• Gross margin was down during the quarter at 63.9% due 
to change in accounting in partner products loyalty in 
US. Partner products are EBITDA margin accretive. Gross 
margin was also impacted due to sales mix.

• The Gross Profit was buoyed by the USD 50 million 
received from Boehringer Ingelheim 
for achieving key milestones for 
its novel MEK inhibitor compound 
collaboration.

• US margin was lower during the 
quarter due to rupee appreciation and 
slower ramp up of albuterol.

• Employees cost was up due to incre-
ments of employees and higher sales 
incentives given to the marketing.

• R&D expenses at 9% of revenue and 
company expects to hold the level.

• Company expects to grow revenue 
by double digit and EBITDA 17-18% 
in 2HFY22 which was lower than 
earlier guidance of 19%. Company 
sees meaningful bounce back in the 

Lupin: US revenue 
down sequentially 
due to pressure 
in base business 
products as new 
competition is 
coming into the 
market. Albuterol is 
ramping up nicely 
and company is on 
track of gaining 
18-20% market share 
in this product.
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2HFY22 driven by increase sales in albuterol, higher base 
in India and growth across various markets.

• The EBITDA margin ramp up in 2HFY22 at 17-18%. 
Hence, the full FY22 EBITDA margin would be in the 
range of 16-17% exclude the USD 50 million income.

• Currently in albuterol segment, company has 12-13% 
market share in US.

• Company is moving to longer term contracts and 
phasing out the sport purchases. Long term contracts are 
higher volume and lower pricing but is very profitable for 
the company.

• Company doesn’t see any additional competition coming 
up in next 12-18 months.

• Company says to US FDA that company is ready for 
audits and company is ready for any inspection at any 
time.

• Gross margin fell because of following reasons 1) in 
Famotidine company lost market share, 2) in albuterol 
company moved to long term contracts from spot 
purchase, 3) royalty accounting change which has moved 
from manufacturing overhead to cost of goods sold.

• Pricing environment has been tough especially in last 
couple of months because FDA slowdown in inspection 
therefore approvals, more competition on existing prod-
ucts than approval of new products and new companies 
are become very aggressive in getting their market share. 

• The price erosion in existing products in US is around 
4-5% YoY.

• Company is considering of spinning of the biosimilar, 
specialty, NCB Research business. Each of the business is 
around USD 20-25 million totaling of around USD 60-65 
million.

• As per IQVIA data, on prescription drug company has 
13% market share and contract with customers the market 
share is at 18-20%.

• On Fostair company got approval and company is gear-
ing for the launch and most probably in next month. In 
FY22, company will launch the product in UK and in rest 
of Europe, company will launch generic fostair in FY23.

• In India, company is expected FDA 
to investigate the plants sooner than 
later.

• Company believes that biosimilar 
will become better future for generic 
drugs.

• On oncology front, company has 
created the pipeline in US which will 
attract the investors and that the place 
company has done most prospects. 

The oncology portfolio is the first that company is looking 
to monetize.

• Company is constantly filling Para 4 drugs and last 
quarter company has filed 3 Para 4 drugs. 

• Company expects to clock revenue of USD 200 million in 
US starting from Q3FY22.

• Company has made good prospects in launching 
complex generic injectables in US markets. Company 
is expected to file 4 products in injectable in FY22. On 
injectables side, company is way ahead in product 
launches in comparison to traditional products.

• In biosimilar company has done capex in last year and 
it yet to commercialize and company is very good in 
capacity in biosimilar. There would be some incremental 
capex in biosimilar in coming years.

• Company witnessed significant increase in sale of anti 
infections, vitamins & steroids drugs during the quarter.

• US market is extremely depressed currently in number 
and it will start repairing in Q2 & Q3 of FY22. When US 
sales will start rising then the revenue contribution from 
India will start coming down.

• Gross margins in US is higher compared to other mar-
kets. The margin pressure company witnessed primarily 
in US business. R&D spend in US is largest which is nearly 
70% of total R&D spend.

PI Industries Ltd.
• Business outlook remains positive backed by normal 
monsoon for 3rd year in a row.

• 3 new products expected to be launched in Q2 which 
would strengthen the position in rice, cotton and horti-
culture portfolio.

• CSM segment continued to be on strong footing.

• Company planned to commercialize 6 molecules 
in FY22. Commissioning of 3 new molecules is under 
progress.

• Company has strongest portfolio in horticulture 
segment.

• Company has launched 1 new product in fungicide 
segment for Sheath Blight control.

• Company is focusing on both R&D 
and manufacturing space.

• Order book continues to remain 
robust at USD 1.5 billion with high 
visibility of sustainable growth for the 
next 3 years.

• Company maintained revenue 
growth guidance more than 15% in 
FY22.

PI Industries: 
Company planned 
to commercialize 6 
molecules in FY22. 
Commissioning of 
3 new molecules is 
under progress.
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• Company will incur capex of Rs 250 cr in FY22 to 
support the growth.

• Company will continue to keep looking and evaluating 
opportunity in technology side. Besides, company has also 
plan for organic growth.

• 18 months ago, company has started to recognize the 
internal talent and now investing on developing the talent 
and in next 6 months it will yield result.

• Company is focused on fine chemical area for specialty 
chemical segment.

• The delayed rain in some parts of India resulted in 
delayed planting and thus the market is flattish to low 
single digit growth as it has been delayed in prepaid 
purchasing.

• In Q2 company is expected business come back as the 
monsoon has spread over the country. In 2Q company 
is launching 3 new products which will drive the growth 
also. So, overall company is optimistic about the Q2 
growth prospect.

• Company is expecting higher asset turnover in the 
current existing asset base.

• For pharma business, in next 18 months performance 
will start reflecting on the overall business.

• During the quarter, as per strategic acquisition company 
has acquired the API & Intermediate business under-
taking of IndSwift Laboratories Limited and creating a 
differentiated scale play in pharma.

• Current capacity utilization is around 70-72% for differ-
ent production blocks.

• Company is been able to improve of RoCE from current 
base in coming time. 

• Company will also be able to optimize the working 
capital and improve the return ratios going ahead.

Dabur India Ltd.
• FMCG India saw 35.4% growth on the 
back of 34.4% volume growth.

• Constant Currency Growth in 
International Business was 34.2%.

• Dabur Chyawanprash recorded 
strong double-digit growth. Market 
share in Chyawanprash category 
increased by ~70 bps.

• Dabur Honey and Dabur Glucose 
also posted double-digit growth. Mar-
ket share in Honey category increased 
by ~330 bps.

• Red Toothpaste continued to see 
robust momentum. Toothpaste 

market share improved by ~100 bps.

• Company is rolling out Dabur coconut oil in South and 
East of India in name of Dabur anmol and Dabur gold.

• Dabur hair oil segment is growing about 40% vs industry 
growth of 20%

• In perfumed hair oil category company has gained 
market share. Both perfumed oils and coco oils portfolios 
reported double digit growth.

• In amla hair oil company has increased its market share

• 4.5% to 6% market share in coconut hair oil

• In all hair oil segment company has gained market 
share.

• Market share gains have come from all sub segments of 
hair oil.

• Market share in shampoo category increased by ~60 
bps. Shampoos portfolio registered a strong growth.

• Company sees huge opportunity in gaining market 
share in hair oil.

• In honey segment, company has gained market share in 
all modern trade channel, ecommerce.

• Company has gained 54% market share in ecommerce 
over 40% in previous year.

• In modern trade company has gained 40% market share.

• Company has made couple of innovation in food and 
juice segment. There is huge headroom to grow in urban 
and rural areas in Rs 10 & Rs 20 price points products.

• Company will keep expanding its distribution going 
ahead.

• Demand situation is getting better sequentially as 
market is gradually opening. Shops are open now from 
morning to night thus the business is getting better.

• Total FMCG growth is 36% and the 
first time in many years the urban 
growth is outpacing the rural growth. 
The urban growth was due to com-
plete lockdown in previous year as 
compared to current year.

• If the COVID third wave doesn’t 
come then company will report 
double digit growth in FY22.

• If the GDP growth back to 6-7% 
in FY23 then company can say that 
growth is back.

• The input cost was unprecedented, 
there has been 9-10% cost inflation. 
Across the entire portfolio the cost 
increase. Company has passé on cost 

Dabur: Total FMCG 
growth is 36% and 
the first time in 
many years the 
urban growth is 
outpacing the rural 
growth. The urban 
growth was due to 
complete lockdown 
in previous year as 
compared to current 
year.
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increase by increasing the price by only 3% which is not 
sufficient to mitigate the higher cost increase.

• The inflation is unabated in next quarter also due to firm 
crude oil prices, thus the gross margin will be in pressure. 
However, due to cost saving the EBTIDA margin will be in 
same level. EBITDA margin for fully FY22 will be same.

• Company is preparing itself for this situation, hence all 
the sub-segments of company’s food division has done 
well during the quarter. In home consumption has gone 
up thus company’s tetra pack has done well.

• Company has entered into pet bottle and it generated 
Rs 27 cr business. Company has now entered into drink 
market of Rs 8000 cr from earlier Rs 1800 cr by leverag-
ing the distribution network. Company has  also entered 
in carbonated drinks.

• Fruit drink & juices contributing around 10% in topline 
which is around Rs 100 cr of revenue on annualized basis.

• In milk shake company has been able to gain 1% market 
share. Company has launched 3 variant in milkshake and 
cholclate variant has received good response.

• Surface clearance and sanitization products portfolio 
are not doing well and its business has gone down by 70% 
compared to last year and company is weeding out.

• In toilet cleaners and air fresheners mainly in Odonil 
brand company is scaling up its business. Company is also 
strengthening its business Odomos portfolio.

• Innovation is main growth driver of the company and 
company believes no company can grow without innova-
tion. Innovation will come in selective channel and it will 
be profit driver.

• Dabur Amla hair oil is a brand for the company which 
company is extending. It is the largest selling hair oil in 
the world because of its brand value.

• HPC segment growth is driven by hair oil vertical and 
oral segment.

• High single digit volume growth 
with marginal price increase so full 
year the revenue growth will be dou-
ble digit. Food business will deliver 
high single growth in FY22.

• Barring sanitizer and antiseptic 
portfolio all the segments and brands 
have done well in the quarter.

• B2C gives the first party data and it 
will helpful in modern trade date and 
it is important for learning curve.

Titan Company Ltd.
• Incorporated Titan Commodities 
Trading Ltd (TCTL) and it has started 

operating in Q1FY22 and Titan has started hedging its gold 
through TCTL. 

• Titan also established 100% subsidiary in USA this 
quarter to scale Tanisq business in that geography

• There is no change in philosophy of gold hedging of 
not taking any price exposure of gold. Company has 
made a change effective July’21. Earlier company used 
to hedge cashflow arising out of sale of gold inventory 
and accounted it under cashflow hedging methodology. 
Company has now decided to hedge the gold inventory 
itself instead of cashflow arising of sale of inventory in 
future and this would bring more certainty to hedging 
activity and mismatches in hedges will get minimized. O/S 
accounts till June’21 will continue to be accounted under 
cashflow method till their closure

• Opportunity for Titan Company in Middle India and 
below is very high. A lot of stores that has been opened 
in the last 2-3 years are certainly in smaller and smaller 
towns and expect that the trend to continue

• Corporation like Titan has leverage advantage that an 
independent businessman does not have and therefore 
when the sales fell in FY21 and even during FY22 now, 
there is an impact on the economics and on the financial 
performance, but fortunately over the years, Titan has 
built robust businesses in most of the franchisees and last 
year as well as to some extent this year company stepped 
in with loans, grants and sort of helped them buffer the 
situation.

• In the Watches and Wearables Division, Titan follows 
theory of constraints principle all the way down to all 
the franchisees, so that it is a flow system where what 
sales get replenished and how long the sale is considered 
before it is reordered and stuff like that to manage the 
asset turn

• Enrolments in golden harvest scheme were lower 
obviously in the month of May, everything was shut, but 
June and even later on in July the pickup has been good, 

so enrolment has kicked in well and it 
is continuing to ramp up, so hopefully 
going forward it should be a good 
base for rebuilding. Opening base of 
matured accounts were limited and 
engine was understandably lower 
contributor to sale in Q1FY22 but 
going forward the enrolments look 
good

• Tamil Nadu which has been compa-
ny’s strategic market has continued to 
fire well and Titan has also done a lot 
more localized activity in UP, Bihar, 
Jharkhand, MP, Orissa and that has 
also been working well this year as 

Innovation is main 
growth driver of 
the company and 
company believes no 
company can grow 
without innovation. 
Innovation will come 
in selective channel 
and it will be profit 
driver---Dabur 
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well with lot of localized activities.

• There has been pent-up demand in gold jewellery, even 
for studded jewellery on account of missed milestones in 
the period of lockdown as well. Besides, typically people 
wanting to buy during Akshaya Tritiya were not able to 
buy, so we have seen evidence of that in June and it has 
continued in July. Seeing a lot of new customers also walk 
in and the contribution of new customers as well as the 
absolute growth that is witnessed in new customers is 
also giving Titan lot of confidence.

• More than just the pent-up demand as a basis and there 
are wedding demands which anyway people are advanc-
ing their purchases since people are unsure of 3rd wave 
and acting as demand drivers

• Margins have not been impacted on account for 
discounting which is a normal procedure for any year. 
Competitive intensity continues to be high, post unlock-
ing most players in the market have been on aggressive 
offers, but Titan followed whatever was right to do

• Titan exited US back in 2006-07 since despite of having 
good feedback on product designs, to range, to quality, to 
the customer experience, to the store design, what Titan 
didn’t visualize was the investments that were needed 
to make into generate the walk-in, build the brand and 
generate traffic into the stores. Besides, even as Titan 
was starting to grapple with the issues, global financial 
crisis struck and management understood that it was 
going to be a long haul and many tens of crores would 
have been lost before Titan saw light and hence closure 
meant appropriate at that time. Now TCL North America 
is incorporated for making a serious play in the NRI/PIO 
market of North America. The per capita GDP of the NRI/
PIO is 100,000 USD in a country which is $65,000 and the 
NRI/PIOs are more Indian than Indians living in India and 
their connection with the culture of India, the festivals of 
India, even the functions, the marriages were celebrated 
with pomp, the Holi and Diwali and all that. There is a lot 
of socializing that happens and it is known that in India 
the NRI traffic during December months really peaks. 
Titan expects it to be $3-4 billion at least and the market 
is pretty unorganized and company 
believes that it can hit the ground 
running, can get very decent ticket 
sizes, very good diamond jewellery 
share and also a lot of prestige by 
upping the game in terms of style 
quotient. The Tanishq brand is very 
strong in the NRI/PIO consciousness 
and this is after company has done 
fair amount of research

• All businesses including watches 
and eyewear have seen good demand 
recovery post Covid 2.0. The fear of 

Covid is much less now since there is vaccine

• Hallmarking is effective mandatorily from June however 
Titan has been compliant right from day 1 across all 
stores. There is some bottleneck with regards to captur-
ing the hallmarking UID number which BIS is addressing. 
This is positive for organized players.

• Titan reached FY20 level of sale in Q4FY21 and all the 
businesses witnessed growth in FY22 till wave 2 came. 
Would achieve point to point growth over FY20.

• Since overseas travel is still restricted, it will give 
advantage to titan

• Operating data for July: 80-90% for Jewellery & 
Watches: 75-80%; carat lane: 88%

• Titan Commodity Trading Ltd is a registered broker 
with MCX. Earlier company used to deal with Karvy 
however had a bad experience hence created own entity 
for gold bullion hedging and eliminate counterparty risk

• Custom duty impact is lower since sales itself is lower 
plus some losses were offset by FIFO gain on account of 
gold rate valuation thus cancelling each other

Zee Entertainment Enterprises Ltd.
• Company saw 127.9% YoY domestic ad growth and 2% 
YoY subscription revenue growth

• Ad revenues

o Domestic ad revenues fell 22.7% from Q1FY20 levels, 
most of this is because of yield

o Slow recovery is expected in ad revenues on the back 
of (a) lower share in COVID-impacted segments such as 
FMCG, (b) the possibility of a third wave, (c) and fewer 
launches or innovations in the market due to supply chain 
disruption

o Domestic ad revenues for both Q1FY22 and Q1FY21 were 
impacted by lockdowns.  Although fall in ad revenue was 
less severe than first wave and is expected to rebound as 
normalcy returns and lockdown restrictions are lifted

• Domestic subscription: 

o Subscription revenue growth of 2% 
was driven Digital

o The Bombay High Court provided 
partial relief to broadcasters, while 
upholding the constitutional validity 
of NTO 2.0. These rules are expected 
to be implemented within six weeks 
of the order. The impact of NOT 2.0 is 
expected to last for two quarters

o The all-India network share 
dropped by 190bps QoQ to 17% this 
quarter led by lockdown disruption 
which affected fiction shows that 

All businesses 
including watches 
and eyewear have 
seen good demand 
recovery post Covid 
2.0. The fear of 
Covid is much less 
now since there is 
vaccine---Titan
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could not be produced due to restrictions and soft perfor-
mance in some markets

o Company is seeing gradual pickup in viewership share 
since July 

o TV reach and impressions overall grew by 7% and 9% 
QoQ respectively

o Bengali, Telugu, Kannada and Hindi movies continue 
strong performance

o Zee TV, Zee Marathi and Zee Tamil performance was 
soft during the quarter

o Company will revamp Hindi, Marathi and Tamil pro-
gramming line-up in Q2FY22

o Strong slate of movies across Hindi, Tamil, Telugu, 
Marathi and Punjabi languages are being planned for 
releases starting H2FY22

• The drop in other revenue is on account of a large movie 
syndication deal in the previous year

• Company remains positive about strong ad revenue 
bounce back

• Company will launch 30+ new shows in Q2FY22 alone

• Hindi, Marathi and Tamil GEC will be the focus of the 
company going ahead

• Zee comedy show launched in July 2022

• 40% conversion of Daily users is on the back of new 
annual price

• Margins for the whole year will be lesser than earlier 
guided 25%

• Company has started work on 20 films but all may not 
release in FY22 as theatres situation is still evolving

• Paying digital customer base in India is between 
40-50mn and in next 5 years it is set to reach 180-220mn, 
company target is around 20-25% market share

• Receivables from Dish stood at Rs3.7bn at Q1FY22 end vs. 
Rs 4.5bn at Q4FY21

• Margins

o Programming cost increased YoY as 
original content production largely 
continued across the states during 
the lockdown at alternate locations 
Increase in marketing cost on a YoY 
basis is on account of release of Radhe 
and continued investments in ZEE5

o Marketing costs in Q1FY21 was lower 
on account of much lower original 
content production

o Additional expenditure of Rs 270mn 
for shifting production was incurred 

o Full-year EBITDA margin delivery will be lower than 
the earlier guidance of 25% due to slow recovery in ad 
revenues

• Zee5

o Zee5 reached 80.2mn global MAUs, 7.1mn global DAUs in 
June 2021

o Zee5 saw 190 minutes average watch time per viewer 
per month in Q1FY22

o Q1FY22 Revenue and EBITDA stood at Rs 1,117mn and RS 
(2,033mn)

o The new strategy is showing early signs of success with 
big-ticket launches in Q1 with 40% monthly subscriber 
additions on annual plans

o 11 original shows and movies released during the 
quarter on Zee5

o ‘Radhe’ and the airing of ‘Friends Reunion’ added to Q1 
growth and helped push traffic.

o Zee5 has entered the US market this quarter

Affle India Ltd.
• Achieved 70% yoy revenue growth, well above industry 
growth rate

• Due to Affle 2.0 strategy, direct customer contribution 
increased to 71% in Q1FY22

• Delivered broad base growth and CPCU business model 
momentum of 31.5 mn user conversion, growth of 85% yoy 
and healthy Rs 42 CPCU rate

• India and international balance at 50:50 would change 
next year onwards in favour of international due to 
acquisition of Jampp

• Investments in technology and manpower is paying off 
well

• 87.8% of Consumer Platform revenue contributed by 
CPCU model in Q1FY22 and 12.2% from Non-CPCU

• Resilient nature of the business enabled growth in 
lockdowns in India

• Highest cash balance would enable 
long term sustainable growth through 
innovation, market expansion and 
consolidation through investments

• Employee costs increased qoq as 
company enhances its strength due to 
growth in new emerging markets

• Remained resilient on working 
capital cycle and collection remained 
resilient even during Covid 2.0

• As far as privacy policy is concerned 
company sees this as long-term trend. 

The new strategy is 
showing early signs 
of success with big-
ticket launches in Q1 
with 40% monthly 
subscriber additions 
on annual plans---
Zee Entertainment 
Enterprises
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Data protection provides an opt in /out mechanism to 
comply with regulatory requirements. Need to look at the 
fundamental of business and the fact that the consum-
ers are on digital screen and advertisers are moving to 
digital spend and regulator ensures that consumers data 
are dealt with proper responsible manner after taking 
consent and not to misuse. Affle took a stand many years 
ago on cookies. Affle’s business is deeply insulated from 
anything to do with browser and cookies since Affle’s 
business is not dependent on that. Affle’s business is 
deeply anchored on the in-app ecosystem and anchored 
on emerging markets where consumers are decisively 
using android and IOS impact is minuscule. On device 
ecosystem works in partnership with OEMs and carriers 
and there is fair amount of control by OEMs. Every geo-
graphical jurisdiction would have to comply with privacy 
policies. Have been looking at the android platform and 
how has Google responded to it.

• Advertisers should be spending and shift ~50% of ad 
spends on digital spends. Seeing consistent growth on 
and across all top 10 verticals for Affle and seeing repeat 
online and offline conversions 

• CPCU rates of Rs 42 is the highest. CPCU volumes have 
grown and rates would go up as company makes in roads 
in more developed countries and emerging countries 
rates would up. Since company is in a value driven 
business and not a cost plus business, rates would go up 
and there is sustainability to growth.

• Jampp strengthens Affle’s CPCU business model and 
enables Affle to expand into fast-growing markets like US 
and LATAM, while further consolidating its position in the 
APAC

• Q3 is peak of Company’s performance in any financial 
year. Overall, this year would see healthy organic growth 
and need to see what CPCU rates can be derived from 
Jampp and then press the model after assessing the unit 
economics model. 

• Organic investments in the con-
nected TVs and done feasibility 
and campaigns with customers to 
ensure that this a revenue generating 
model. Besides, company is the first 
mover in emerging markets where 
connected TV is at nascent stage and 
would remain be the focucs and once 
everything falls into place and then 
assess whether in roads into devel-
oped markets be made either through 
Jampp or through on its own after 
assessing Jampp’s unit economics.

• All investments have been funded 
through internal accruals. QIP was 

well timed just before Jampp acquisition, a deal which was 
well priced.

• There is no revenue recorded from Jampp this quarter 

• Affle is a ROI linked CPCU business model and work 
with customers and campaigns as long as there is healthy 
conversion of users, else Affle would not be able to run 
it. Affle is a consumer platform company and a very wide 
reach to consumers. Advertisers holding campaigns 
which have good conversions generate high ROIs. There 
are no minimum commitments on conversion rates, 
and there are strong retention rates for advertisers who 
have generated ROIs through strong conversion. Overall 
last 2 and half year’s company has directly worked with 
advertisers and the share has gone as high as 71% from 
57% in FY20

• Affle has always worked on strong risk management 
framework and significant part of revenue comes from 
large profile of customers which have visibility of more 
than 5 years

• On-device engagement with consumers means working 
with OEMs, operators to make sure that Affle’s software, 
ads and content and be deeply integrated with on-device 
of users even before the consumer uses the app. Second 
part is in-app ecosystem where company is reaching 
and engaging with customer when the customer is using 
the app and now need to work with app developers and 
ad exchanges. Very clearly focused on OEMs, emerging 
markets. Does not matter to the advertisers how the con-
version is happening as long as Affle deliver conversion 
within the app of the advertiser, company earns revenue 

• To get first party data is to be connected with OEMs and 
advertisers and company has very strong position there 
and get most data from publisher and not from advertiser. 

• Benefit from putting people on the ground, within 
H2FY22 would be able to see an immediate outcome of 

investments as well as from a long-
term basis

• EBITDA margins was impacted by 
150 bps qoq on account of employee 
expenses and another 50 bps because 
of other expenses. Would be able to 
sustain at 25% of organic margins and 
would be sustainable

• Jampp acquisition in July and would 
be able to move to CPCU model within 
9 months

• Affle is a consumer centric company 
and the real question is where the 
consumers are spending more time 
on device or within apps. Depending 
upon where the customer is spending 

Affle has always 
worked on strong 
risk management 
framework and 
significant part 
of revenue comes 
from large profile 
of customers which 
have visibility of 
more than 5 years---
Affle India
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kore time, advertisers’ budget would necessarily gravitate 
towards that model whether be open internet apps or 
walled garden like Facebook, Google. Indian consumers 
demographically either youth oriented or rural audiences, 
most of it oriented towards WhatsApp, Google but their 
attention could shift in future in next 5 years. Affle takes a 
very holistic stance since majority of revenue comes from 
open internet but is also integrated Google, Facebook. 
Wherever the consumer shifts Affle would try and reach 
and make sure to convert customers across all those 
touch points. 

• On 10 bn connected devices, company has clear long-
term strategy on mobiles and connected TVs and ahead of 
the curve in the emerging countries

• Unit economics of business revenue of 100 dollar 60 % 
of it is investment (on data and inventory costs) which is 
expensed on P&L, out of rest 40%, all operating expenses 
and taxes are paid out and Affle still makes ~20% of net 
profit. Company has not reached fully on margin scale 
and has scope to expand margin besides the acquisitions 
done have not added to margins so far. 

• Direct customer reach enables direct contracting, 
invoicing and has huge advantages. Agency business is an 
important from holistic cross channel, media, traditional, 
digital. A lot of large global companies are mandated to 
work with agencies for all advertising touch points and 
are super important touch points for Affle. However, Affle 
is neutral towards both channels since a lot of business 
comes from agencies and there is not conflict of interest 
whether be direct or agency and company has been 
investing in both channels. 

• Cyclical effect and campaigns on different geographies 
gives different colours on margin in international market 
performance. Employee expenses are higher on inter-
national markets to expand Affle’s foot print or presence 
there

Computer Age Management Services Ltd.
• All operating metrics shifted well, although there 
was some headwind in paper transaction and investor 
interaction activity

• Covid 2.0 lasted entire quarter, 
employee strength was affected 
in locations where there were 
restrictions

• Transaction volumes at historic 
high at 87.5 million (15% YoY/2% QoQ 
growth), 60 mn investor-initiated 
transactions

• App had 10,000 downloads

• Account aggregator business not 
officially launched but getting through 

beta phase 

• Was working on Franklin Templeton transition and have 
gone live on 19th July 

• MyCams app crossed 4 mn unique investors as investors 
flocked to apps during pandemic

• Peak logins crossed 2.5 lakh a day

• CRA business which was officially launched in March is 
progressing well and expect December launch

• Unified platform is in design and built phase and will 
be launched shortly which will provide unified processes 
across entire spectrum of AMCs and provide option for an 
investor to access entire spectrum of holdings in a single 
platform 

• Franklin Templeton is the single largest transition in the 
industry 

• Industry AAuM at Rs.33.2 trillion, 34.8% YoY/3.3% QoQ

• AAuM Serviced by CAMS at Rs. 23.1 trillion, growth 32.3% 
YoY/3.4% QoQ

• Market Share (based on Quarterly AAuM) at ~69.6%

• SIP Book grew 15% YoY/7% QoQ at 22.9 mn; represented 
a very stable book

• Growth was driven by both equity and debt; transaction 
volumes grew over high base sequentially

• Systematic Transactions Processed grew 10% YoY/5% 
QoQ at 64.6 mn

• Live Investor Folios grew 5% YoY/3% QoQ at 41.6 mn

• AUM business has 2 components: Asset based and 
non-asset based revenue

• Asset Based Revenue grew 32.7% YoY/2.3% QoQ at Rs 155 
cr

• Non-Asset Based Revenue grew 60.5% YoY/-8.5% QoQ; 
non-asset based revenue comprises of transaction 
revenue, application revenue, call centre revenue and out 
of pocket expenses reimbursement

• Non-MF Revenue grew 29.1% YoY/1.4% QoQ; consists 
of AIF business, payment business 
and insurance business and software 
development business (inhouse and 
for some AMCs). Company voluntarily 
deselected banking & NBFC business 
last year

• Equity component: up 3% YoY and 
up 1% QoQ which resulted in better 
yields but still lower QoQ due to 
telescopic pricing structure with 
customers. There is a lag of pace of 
growth of AUM and fees and usually 

All operating 
metrics shifted 
well, although 
there was some 
headwind in paper 
transaction and 
investor interaction 
activity---CAMS
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at 70% of growth of AUM, paper transaction revenue was 
lower

• Yields are dependent on telescopic pricing (direct rela-
tionship with growth and AUM) and equity mix and price 
renegotiation. Growth in fees is usually at ~70% of AUM. 
From volume perspective there has been huge growth 
in assets which depleted yields but it would have been 
higher if not for better asset mix. Fall was more related to 
transaction revenue due to localized lockdowns

• Margins higher above 40%, since there have been 
reduced revenue from low margin transaction revenue of 
paper transactions margins were higher

• CAMs Finserv is designed is such a way that suers will 
pay for services that they avail and typically per statement 
download charging but market is getting used to what 
would be best charging model. There will be no charges 
coming into company from providers and financial infor-
mation users will pay account aggregator CAMs Finsev on 
per download basis

• CAMs Pay works on 2 revenue model-one registration 
charges and also transaction billing on per transaction 
basis

• Within non-MF services the primary contributor of 
profit has been CAMS Pay and AIF business, insurance has 
been contributor to revenue and not profits. For future 
CRA would be a very interesting opportunity; account 
aggregator is a new model and will go through a curve of 
acceptance

• CRA is just short of Rs 200 cr of industry revenue and 
some participation will mean displacement of incumbents 
and new accounts

• Non-MF business revenue share is at 10%

• MF pricing is a general bilateral agreement with 
customer and due date is based on renegotiation and 
contract expiry which happens at 2-3 years, there is no 
perspective of discounts which will have negative impact 
on yields. 

• For account aggregator, user could 
be an individual or an NBFC or bank 
but it is that user that would end up 
paying the charges and there is no 
other revenue stream for now

• For Franklin, every part of handling 
and market phasing of winding 
down the schemes will be handled by 
Franklin Templeton and CAMs will 
help on the operational part like on 
payment of money

• Non-MF includes AIF, CAMs Pay, 
Repository and KRA and software 

business. In terms of contribution- AIF, Cams Pay, insur-
ance and software all have 25% split; margin profile is 
similar to MF; CAMS Pay is a decent margin business but 
seen competition and pricing pressure, repository there 
needs to be pick up in business & volumes for margins; 
software margin profile similar to high margin software 
business which is done for other AMCs

• Franklin Templeton migration is happening for more 
than a year and charge costs to P&L, employees coming 
on board in Q2 but there is no one time costs associated 
with it

• Franklin will have breakeven EBITDA in a year or small 
positive, it is very strategic acquisition since it is the larg-
est transition in RTA space and for volumes it is necessary 
that it is successful

• Charging perspective: For MF revenue: asset-based 
revenue charge on average AUM based on BIPs rate with 
bilateral discussion with customers dependent on asset 
class and average assets under management; Non-as-
set based revenue is paper based transaction which is 
received in front offices and call centres for customers 
and out of pocket expenses on behalf of customers 

• RTA operations are deeply intermeshed and changing 
from one to other is a very critical process and needs one 
and half years 

• AIF would have 25% of non-MF business and non-MF is 
10% of revenue

• Arrangement with Franklin is clear that employees of 
Franklin will be taken over

Clean Science and Technology Ltd.
• Despite increase in key raw material- phenol which 
increased by 75% yoy company has been able to post 
healthy margins

• Last year company did capex of Rs 90 cr. For Q1FY22: 
Rs 30cr capex and additional capex Rs 70-75cr in 9MFY22 
ranging to 100-105 cr, highest till date and through 
internal accruals

• 3rd unit has started where 1st 
plant is commissioned in Q1FY22 
(vapour-based anisole plant) and 
doubled capacity of anisole for captive 
consumption as well as for exports. In 
totality has 2 anisole plants

• Some of the lines of the new capex 
will come by July & Aug next year and 
others by FY23

• Sees good demand for its existing 
products except for 4 Methoxy Ace-
tone which goes in cosmetics manu-
facturing which has been affected due 

Despite increase in 
key raw material- 
phenol which 
increased by 75% 
yoy company has 
been able to post 
healthy margins--
-Clean Science and 
Technology
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to pandemic

• Q1FY22 revenue break up: Performance chemicals have 
been at 72-73%, pharmaceuticals 15%-16%, FMCG is now 
11 since travel restrictions product used in sunscreen is 
lower

• Company has been able to pass majority of price 
increase in phenol since contracts are generally of short 
term in nature. 

• Company earns 35% of revenues from China and 
30%-35% from India, these are quarterly or bi-monthly 
fixed while contracts are Europe based which are revised 
semi-annually or annually. Majority of contracts are of 
short term in nature and hence able to pass on

• Margins of new products will be lower but as optimiza-
tion achieves, margins improve

• Price hikes comes with a lag, compared to Q4, raw 
material and power bills have been absorbed part and 
hence gross margins have taken a hot. Freight rates are 
also a nightmare since it is changing on a weekly basis. 

• As crude increases, benzene phenol will increase and 
customers have to deal with price hikes

• Capacity utilization at 70%, new products are running 
below capacity and as new lines are added, capacity 
utilization will be 50-60%. 

• Company has taken a 70-acre land and applied for 
environment clearance and expect it by December and 
there will be lot of capex lined up and could be higher 
than what has been done so far and done through internal 
accruals

• Company will enter into new product portfolios but 
mostly into performance chemicals and agro but aim to 
be no.1 player in India and among top 5-6 players globally. 

• As a company, it focuses cleaner and innovative process 
and even in MEHQ, company is able to make products 
with lower raw materials. Company has a strong 42 odd 
people of R&D which comes with 
cleaner processes

• In MEHQ, company has global share 
of 50%-55%. Products are on P2P and 
come with spec sheets and all compa-
nies have to comply with and hence 
every company’s product is the same 
quality

• Margins have increased due to 
increase in efficiencies while compet-
itors work on wafer thin margins and 
hence, they are vulnerable to increase 
in raw materials. Margins expansion 
over the years as company has built 

market share and built technology 

• Capex happens after products are in R&D and company 
has been fortunate with products in pipeline and hence 
capex will be higher in next 3 years

• Able to maintain stable final product prices vis-à-vis 
competitors will enable to gain market share

• On yoy basis, revenue growth has been majorly driven 
volume driven

• Revenue break-up for Q4FY21: performance chemicals 
68%, pharma 19%, FMCG: 13%

• Realization increased for both performance chemicals 
and pharma products; expect H2 to be better than H1

• New products to be launched by company in second half 
next year (performance chemicals) with a market size of 
~1 billion dollar and growing at 12%-13% CAGR

• Asset turnover at 2.7x and newer products will be close 
to them

Repco Home Finance Ltd.
• Collection decline in April, May and picked up in June 
stood at 90%. Collection efficiency in July was higher.

• Company has made all upfront provisions in the quarter. 
Besides, management expects no alleviated provisions 
(except minimum amount of Rs 10-20Cr)

• Break up of P&L provisions of Rs 780 mn: a) Rs620mn 
for OTR 2.0, b) Rs320mn reversal from rollbacks/reso-
lution in Stage‐2 and c) net provisioning of Rs500mn on 
Stage‐3 assets

• Bank takeover in Q1FY22 stood at Rs 2.50bn. Expect 
Q2FY22 will be normalized and from Q3FY22 onwards will 
look for growth

• Cost of the fund (CoF) has a cushion to reduce further 
by 10-15bps in the future. Expect CoF to be benign for 
next couple of quarters

• OTR 2.0 of 5.2% (Rs6.2bn) classified in Stage‐2 and pro-
vided at 10% (Rs 620mn) in Q1 FY22. 
It largely comprises non-salaried 
customers. LAP forms 15%, and the 
rest is from housing loans. Manage-
ment expects negligible incremental 
restructuring

• Bulk of OTR 2.0 customers were in 
Stage‐1 bucket as of March – nature 
of restructuring largely was a 1‐year 
moratorium on the EMI 

• Management expects incremental 
credit cost for the year to be at 
Rs200‐250mn if there is no third wave 

Company has 
made all upfront 
provisions in the 
quarter. Besides, 
management 
expects no alleviated 
provisions (except 
minimum amount of 
Rs 10-20Cr)…Repco 
Home Finance
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thus taking the total to ~Rs1bn in FY22

• Company has not done any write-off in Q1FY22

• Expect the addition of 50 branches in the future while 
in FY21, till now not done any branch addition (except 1-2 
branch addition) and no new centers. In normal course, 
the company would add 15 branches every year though

• Expects NPA to be at 3.5% by FY22 and below 3% by FY23.

• Expects a growth rate of 7-8% in FY22 and loan growth 
to resume from Q3 FY22

• Company aspires to double the book size to Rs240bn in 
next five years (i.e by 2026) with sustainable NIM of 4.25-
4.50%, and spread of 2.75%-3.0%

VA Tech Wabag Ltd.
• Wabag has a strong track record of executing techno-
logically advanced projects globally 

• Order pipeline remains robust 

• 300 MLD sewage treatment plant at Jeddah, progress 
continues to progress well, 

• Affluent treatment plant in Romania which includes 15 
years of operation and maintenance, project completed 
ahead of schedule, Wabag will run maintenance from 
H2FY22

• South Doha, Qatar – project expect to complete the 
project this year end

• WABAG has been ranked 4th globally 
by GWI for ensuring safe & clean 
drinking water and sanitation for over 
71 million people across the globe

• Have seen lot of interest and Govt. 
push and funding in water sector be 
it drinking water (Jal Jeevan), waste 
water (Amrut & Namami Ganga) and 
Niti Aayog promoting desalination 
projects. Big initiative to use as alter-
native source and conserve. There 
are lot of tenders in the market but 
have been delayed by 1 and 2 quarters 
but will happen. Major projects like 
large desalination project in Chennai. 
Company has focus on international 
markets like Russia, Middle East and 
Africa. Have a concrete pipeline and 
hope to announce further orders in 
coming quarter

• 2nd wave had an impact of slowing 
things down though had support from 
Govt but had to absorb costs of 1% to 
1.5% of EBITDA which impacted margins

• Net debt just over Rs 100 cr, Rs 40 cr of net cash

• Romania project is in the order book and hence 
wouldn’t add to the revenues but in the base of the rev-
enues for this year. This is about Rs 9-10 million of total 
order value for 15 years 

• APGENCO & TDGENCO for both as NCLT physical 
hearing process once it resumes there will be something 
to update

• No point in taking multiple orders and not been able to 
execute, have sufficient order on hand; this year aim for 
3.5x of revenues 

• Revenues would have been 10-15% more if not been hit 
by Covid 2.0

• Rs 3500 cr annual revenue is achievable

• Hiring of people to execute large projects like that 
in Russia is not an issue however the uncertainty with 
pandemic is an issue

• In a normal year, company aims for 15% revenue growth

• Normally, most of orders in India have escalation 
formula which covers 60-70% of raw material inflation, a 
part of this these fixed costs especially for Govt. projects. 
Back in 2008-09, Govt almost covered 90% of increase 
in costs. This year commodity prices have gone higher 
tremendously together with freight costs and company 
have made provisions. The impact of margins in Q1FY22 is 

because of some of the old projects

• Cash most of it gets redeployed in 
projects and doesn’t sit in banks and 
investments. This cash is revolving in 
nature and hence not invested 

• Subsidiaries which are not self-sus-
taining will get closed and in coming 
years could see 2-3 subsidiaries 
getting closed. However, making less 
profits doesn’t mean they have less 
potential for future.

• For KMDA project: company got 
financial closure and effective date 
was towards end of last year unfortu-
nately it has been hit by covid. Project 
is in full progress and all 3 sites are in 
execution. During this year would see 
substantial progress in KMDA

• On HAM projects: Towards end of 
last year company received finan-
cial closure, some of the condition 
precedents were pending which got 
closed over last 2-3 weeks and expect 
kickstarting this month

Have seen lot of 
interest and Govt. 
push and funding 
in water sector be it 
drinking water ( Jal 
Jeevan), waste water 
(Amrut & Namami 
Ganga) and Niti 
Aayog promoting 
desalination 
projects. Big 
initiative to use as 
alternative source 
and conserve. There 
are lot of tenders in 
the market but have 
been delayed by 1 
and 2 quarters but 
will happen… VA 
Tech Wabag
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• Design Build Operate (DBO) project is going on, mon-
soon will impact since pipeline link works are affected 
due to digging of roads however it will pick up in couple 
of months

• Expect 35-40% execution of KMDA project and 20-25% of 
HAM projects this year

• Other income breakup: Dividend income of Rs 5.5 cr 
from associate entities is classified under other income, 
~Rs 7 cr from forex income. Apart from that all are 
interest income

• ECL is an ongoing process and make assessment for 
delays and defaults and make provision as required. This 
year have ~ Rs 14-15 cr of provisions which is included in 
other expenses

• O&M project in Agra: Escalation is there of 4-5% which 
will gradually come over the year when invoices will be 
filed. Revenue will be included when it gets approved by 
the customer, will be reflected in full year

• Engineering & Technology supply and Plant & Machin-
ery supply for the Russia project for 2 years and process 
will get over when machineries are supplied. Company 
is not doing construction and installation but providing 
services as supervisor.

• JICA order in Chennai is in discussion and will be a huge 
order 

• O&M business is a high margin business and margins 
are expected to improve going ahead

• In normal circumstances, company expects to grow in 
15% to 20% range

• Company is slowly increasing O&M backlog which at 
present is at 35% of total order book & industrial is 20% 
and going ahead, O&M and industrial orders will increase 
in order book and more towards international orders 
from Africa and Middle East which are regions which are 
coming back

Balkrishna Industries Ltd.
• Company continues to witness 
strong demand across geographies 
and segments.

• Company achieved sales volume of 
68,608 tonne during 1QFY22 which 
was highest ever quarterly volume for 
the company.

• Company expects this momentum 
to continue as economic activity is on 
upward trend and government across 
the globe are creating infrastructure.

• End prices of commodity and agri-
culture produce continue to robust 

thus support the sector growth.

• While on demand front company continue to be positive 
but raw material prices scenario remained challenging.

• Higher raw material price will impact the margins of the 
company in next few months. Further, the logistic costs 
gone up significantly on all routes and will continue to be 
evlevated through out FY22.

• In lieu of the cost pressure, company has taken price 
hike of its end products  on quarterly basis.

• Company is confident of maintaining 28-30% Annual 
EBITDA margin on long term basis.

• Company has vaccinated around 12,000 people.

• Greenfield tyre project is expected to be completed by 
September 2021. All the capex program announced are on 
scheduled track.

• Company envisages that the entire capex of Rs 1900 cr 
will be funded through internal accruals and some debt in 
FY22 and FY23.

• Sales volume growth of 80% YoY at 68,608 mt. During 
the quarter around 53% of sales came from Europe, 19% 
from India, 16% from US and balance from Rest of the 
world.

• On channel contribution, around 72% contributed 
from replacement channel and OEM contribute 26% and 
balance come from offtake.

• On segment category, Agriculture contributed around 
66%, OTR 31% and balance came from other segments.

• For the quarter company has realized a forex gain of Rs 
38 cr with realized gain of Rs 22 cr and unrealized gain of 
Rs 17 cr.

• The contingent liability as of March 2021 was Rs 65.4 cr 
as disclosed in Annual report.

• In Q1FY22 certain tax assessment has 
been completed and the liability has 
been crystalized at Rs. 35.7 Cr which 
has been included in Tax expenses in 
Q1FY22, as Income tax of earlier years

• Company’s gross debt around Rs 
1076 cr with net cash of Rs 1557 cr, 
thus implying it is a net cash position 
company.

• During 1QFY22, company has 
incurred capex of Rs 366 cr out of 
which Rs 200 cr for new capex of Rs 
1900 cr.

• Board of directors has recom-
mended interim dividend of Rs 4 per 
equity share during the quarter.

Higher raw material 
price will impact 
the margins of the 
company in next few 
months. Further, 
the logistic costs 
gone up significantly 
on all routes and 
will continue to be 
elevated throughout 
FY22… Balkrishna 
Industries
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• Company remained optimistic for FY22 and provide a 
guidance of 250,000 to 265,000 metric tonne sales volume 
during FY22.

• Ocean freight cost continues to go up and it will 
continue to go up in entire FY22. Raw material cost will 
sustain this quarter level.

• Company has taken 2-3% price hike in 1QFY22.

• The current times are unprecedented and uncertainties 
around world because of new variant of COVID. Company 
is confident to hitting the target in FY22.

• Company sees demand to be strong in next couple of 
years and thus coming up with Rs 1900 cr capex.

• Company is working in new projects and it is going on 
schedule. Current capacity is at 285,000 tonne and that 
maximum level company can utilize.

• In all the segments company witness positive trend and 
good offtake and tailwinds across the segments including 
agriculture and industrial.

• Company is managing inventory well.

• US sales contribution has gone up marginally during the 
quarter and that indicates that growth is coming back.

• Company’s brand building awareness are going up 
across geographies and incurred significant expenses on 
that front.

• Company has not seen any changes in competition 
scenario.

• The inventories at dealers level have normalized but not 
at lower level. However it has improved from earlier level. 
Normally inventory days are around 40-45 days and now 
it come down to 35-40 days. The peak inventory on dealer 
side is around 45 days.

• Company has taken price hike in July 2021 to offset the 
logistic costs and other expenses.

• Historically, company is among the 
top four companies to bring the inno-
vative technologies in the products.

• Overall, other expenses has gone 
up by 90 bps because of high logistic 
costs. Company believes raw material 
price has stabilized. Company has 
taken price hike and believed that it 
will partially offset the high logistic 
cost.

• CIF is the area where the company 
witnessed the cost increase.

• On aggregate level company is 

spending Rs 120 cr towards brand building in order to 
boost the future growth.

• Most of the India was lockdown and thus adversely 
affect the domestic sales number. Company expects 
India business to recover soon as the demand in India is 
good. Good monsoon will also improve the demand going 
ahead.

• Company is operating at peak level and reaching at peak 
level and thus started the capacity expansion few years 
back and the projects are on schedule.

• Company continue to look the business on long term 
view and according to company has planned the strate-
gies. Company’s view is to grow at 10% in next 4-5 years. 

• Company’s global market share is at 7-8% excluding 
China.

• Company’s product mix are well accepted and repeat 
orders are started to come.

• Overall demand in Australia is good and order is coming 
from these regions. 

• Company is always watching for any opportunity inter-
nationally and not yet get any opportunity on interna-
tional markets. However, company is not keen on getting 
asset internationally.

• Global market is growing at 3-5% including OTR, 
agriculture and industrial segments.

• The pent up demand has been covered in Q2 and Q3 of 
FY21 and now the demand is genuine.

• The capex for FY22 will be around Rs 900-1000 cr. Com-
pany has enough land at Bhuj for brownfield expansion.

• In India, company priced its products at premium at par 
with top manufactures. Company is at upper end of the 
market in India.

• There are very little distribution 
added in previous year thus major 
chunk of growth came from existing 
distributors.

• In house company is sourcing 100% 
of carbon black requirement from its 
own plant and it accounts around 3% 
of overall sales. Of total carbon black 
capacity company use around 25-30% 
capacity to sell in open market.

• Post Brownfield capex achievable 
capacity of Tire Plant will stand at 
335,000 MTPA from current 285,000 
MTPA.  The incremental 50,000 tonne 
capacity will come in next 2 years. 

Post Brownfield 
capex achievable 
capacity of Tire 
Plant will stand 
at 335,000 MTPA 
from current 
285,000 MTPA.  The 
incremental 50,000 
tonne capacity will 
come in next 2 years. 
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There are multiple challenges for the Indian economy 
and the Covid-19 crisis is hardly over as global trade 
restrictions (on account of surge in Covid-19 cases) acts 
as major tailwind for commodity prices and headwind for 
corporate world as well for Govt. as the same would be 
reflected in manufactured inflation. While food inflation 
has been supportive, the recent retracement of monsoon 
is certainly not good news in that respect as IMD says 
that the monsoon has been patchy to say the least. RBI 
has been extremely supportive of growth and has kept 
the monetary tap open which has fueled asset prices 
to some extent. With the US Fed signaling for tapering 
sooner than later, RBI also needs to catch up else risk 
significant capital flight. Jayanth varma, member of the 
RBI’s Monetary Policy Committee was the sole member 
who dissented stance by the RBI as reflected in the 
recent minutes of monetary policy committee meeting. 
He believes that the balance of risk 
and reward is in favour of monetary 
accommodation is gradually shifting, 
and this merits a hard look at the 
accommodative stance. According to 
him “Covid-19 is beginning to look 
more and more like tuberculosis 
which kills a very large number of 
people every year without inflicting 
major damage to the economy; 
in other words, it is beginning to 
resemble a neutron bomb. The ability 
of monetary policy to mitigate a 
human tragedy of this nature is very 

limited as compared to its ability to contain an economic 
crisis. Related to this is the lengthening of the time 
horizon of the pandemic. Global experience (particularly 
countries like Israel which are witnessing rising case 
counts despite very high levels of vaccination) suggests 
that vaccination is insufficient to stamp out the pandemic 
though it might reduce its severity. The possibility that 
Covid-19 will haunt us (though with lower mortality) for 
the next 3-5 years can no longer be ruled out. Keeping 
monetary policy highly accommodative for such a long 
horizon is very different from doing so for what was 
earlier expected to be a relatively short crisis.” He further 
stated that adverse impact of the pandemic is more have 
been concentrated in narrow pockets of the economy. 
Similarly, the pandemic has affected MSMEs more while 
large businesses have gained. Even for households the 
pandemic has been devastating for weaker sections 

of the society, while the affluent 
have weathered it reasonably well. 
Thus, Mr. Varma is of the view 
that continuing accommodative 
monetary policy for long periods will 
achieve little to mitigate a human 
tragedy of this nature. Rather it has 
been stimulating asset prices and 
appropriate fiscal policy or providing 
targeted relief to the worst affected 
segments of the economy would have 
been a better approach. Besides, he 
has clearly stated that inflation is 
expected to stay above 5% for FY22 

…the balance of risk 
and reward is in 
favour of monetary 
accommodation is 
gradually shifting, 
and this merits a 
hard look at the 
accommodative 
stance.
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and not expected to drop below even in first quarter of 
FY23. Mr. Varma has been vocal about the persistently 
high inflation and stated that “While there is some 
comfort that inflation is forecast to be below the upper 
end of the tolerance band, it is important to emphasize 
that the inflation target for the MPC is 4% and not 6% or 
even 5%”. 

Clearly the impetus from low interest rates or loose 
monetary policy for the economy or the corporate sector 
has been fading and while there will be market share 
gains for the larger players from the smaller ones, the 
extent depends on how devastative the third wave is likely 
to be which is expected to hit anytime between September 
and October. Ramping up the vaccination was the only 
answer for India else there would be again be escalations 
in new covid-19 cases as opined by experts. India so far 
has only vaccinated ~32% of its population with first dose 
and ~9.5% with two doses. Going by the present rate of 
vaccination the country would need another 7-8 months 
to vaccinate significant proportion of its population, 
which was earlier expected to be by December. Moreover, 
as experiences in Israel, US, UK and China shows that 
the vaccine efficacy wanes in about six months and 
there is requirement of booster doses especially for the 
elderly. Moreover, different vaccines have been showing 
varying efficacies against the delta variant. Thus, taking 
everything into equation, the outcome is certainly not 
an optimistic one for India. While the expectations were 
of a not so severe 3rd wave given greater awareness 
and vaccination drive; waning vaccine efficacies and 
effectiveness of vaccines against delta variants could 
mean cases as high as five lakh per day at its peak as 
expected by IIT Kanpur experts which was published in a 
National Institute of Disaster Management (NIDM) report. 
The situation is further challenging and complicated by 
the new and more virulent mutated variants of SARS 
Cov-2 that have the ability to escape 
immunity from earlier infections 
and in some cases even the prevalent 
vaccines. In short, clawing back to 
normal would be a difficult task for 
the Indian economy and hence despite 
of acknowledgement of inflationary 
risks, the RBI monetary policy 
minutes suggest that most of the 
MPC members felt that the balance of 
risks was still in favour of continuing 
with monetary accommodation. 
Although, not for long, since the 
spreads between 10-year US bond 
yields and that of India have narrowed 
down during the pandemic and with 
announcements of Fed tapering, US 
yields are bound to go higher. Unless, 
Indian bond yields catches up, the 

spread between the bond yields will expand, thus India 
risking capital flight. Thus, RBI won’t be able to suppress 
interest rates for long and hence economic growth badly 
needs to pick up.

The present updates from international and domestic 
rating agencies with regard to economic growth in India 
is far from being an optimistic one. One such estimates 
from India Ratings the rating agency which has time 
and again highlighted the need for India to expand 
the vaccination drive expected the country to register 
GDP growth of 9.6% in FY22 provided India was able to 
vaccinate entire adult population by Dec’21. Since, the 
same is not expected to happen now, the ratings agency 
now expect FY22 GDP growth at 9.4%, a straightaway cut 
of 20 bps. Besides, the present growth estimates of 9.4% 
is based on assumption that the 5.2 million daily doses 
would be maintained so that 88% of the adult population 
is vaccinated by single dose by March 31st 2022. Besides 
the other positives which have been factored in are: (a) 
rebound in several high frequency indicators (b) pick up 
in kharif sowing together with South West monsoon (c) 
Surprise turnaround in exports in Q1FY22. The ratings 

agency further noted that among 
four demand-side growth drivers 
i.e., private final consumption 
expenditure (PFCE), government final 
consumption expenditure (GFCE), 
gross fixed capital formation (GFCF) 
and exports, only GFCE averaged 
~5.7% during FY19-21. Consumption 
has been affected due to the second 
wave, although consumption had 
begun to witness a consumption 
slowdown even before the COVID-19 
pandemic hit it. The lockdown and 
Covid-19 just aggravated the demand 
drivers further with affected jobs, 
livelihoods and household budget 
was curtailed. PFCE is projected to 
grow 10.4% in FY22, however it has 
everything to do with low base yoy 

US -India 10 yr bond yields spread (%)

Source: Investing.com
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demand-side growth 
drivers i.e., private 
final consumption 
expenditure (PFCE), 
government final 
consumption 
expenditure (GFCE), 
gross fixed capital 
formation (GFCF) 
and exports, only 
GFCE averaged 
~5.7% during 
FY19-21.
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(-9.1% in FY21) and estimated to be just 0.3% higher than 
FY20. The fact that Covid 2.0 has affected rural India 
adversely unlike Covid 1.0 which was largely limited 
to urban and even if monsoon provides a boost, India 
Ratings believes that rural households are unlikely to 
loosen their purse given uncertainties with respect to 
income, expenditure on health and insecurity associated 
with the likely future waves of COVID-19. Based on Mint 
Macro tracker which assesses CMIE data, it shows that 
the 2-year CAGR real rural wage growth has been -1.15% 
in June 2021 and has been in the negative territory since 

2020. Besides, India Ratings also noted that the largest 
chunk of rural population consists of daily wage earners 
and not farmers. Average agricultural wage growth 
during November 2020-March 2021 declined to 2.9% from 
8.5% during April-August 2020. Similarly, wage growth for 
non-agricultural activities during November 2020-March 
2021 declined to 5.2% from 9.1% during April-August 2020. 
Besides, the centre has reduced allocation to MGNREGS 
scheme in FY22 by 34% yoy to Rs 73,000 cr and despite 
hue and cry, the average increase in wages was 4% in FY22 
compared to the 11% hike in FY21.

The India ratings report further state that the 
consumption demand story doesn’t look encouraging 
even from a medium-term perspective. The household 
saving to GDP ratio declined to 19.6% and the personal 
loan to GDP ratio increased to 12.5% in FY20 (FY12: 23.6%; 

9.0%). Thus, clearly the consumption demand had been 
debt funded or leveraged. Ind-Ra states that it’s not a 
problem as long as the income generated helps service 
the debt. Unfortunately, that’s not been the case as 
households have dipped into savings as well got used 
to levered consumption. Given low vaccination and an 
impending 3rd wave and the low consumer confidence, 
the worst is hardly over the households and hence 
one cannot build hopes of improvement in household 
income in medium term and more importantly which 
would act as a source of demand generator for the 
economy and boost consumption. In fact, based on 
the latest data released by RBI revealed that there has 
been a sharp jump in household debt to GDP to 37.9% 
in Q3FY21 from 37.1% in Q2FY21. In fact, the ratio has 
been steadily increasing since end-March 2019. Much 
of the borrowing has been attributed to the increase in 

Economic Outlook FY22
(%) FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22F
VA at FY12 prices 6.1 7.2 8.0 8.0 6.2 5.9 4.1 -6.2 9.1

- Agriculture 5.6 -0.2 0.6 6.8 6.6 2.6 4.3 3.6 3.0

- Industry 3.8 7.0 9.6 7.7 5.9 5.3 -1.2 -7.0 10.7

- Services 7.7 9.8 9.4 8.5 6.3 7.2 7.2 -8.4 10.2

Real GDP 6.4 7.4 8.0 8.3 6.8 6.5 4.0 -7.3 9.4

- PFCE 7.3 6.4 7.9 8.1 6.2 7.6 5.5 -9.1 10.4

- GFCE 0.6 7.6 7.5 6.1 11.9 6.3 7.9 2.9 7.5

- GFCF 1.6 2.6 6.5 8.5 7.8 9.9 5.4 -10.8 9.1

Nominal GDP 13.0 11.0 10.5 11.8 11.1 10.5 7.8 -3.0 15.6

Average wholesale inflation 5.2 1.3 -3.7 1.7 2.9 4.3 1.7 1.3 8.0

Average retail inflation 9.4 6.0 4.9 4.5 3.6 3.4 4.8 6.2 5.6

Year-end interest rate (10-yr G-sec) 8.8 7.8 7.5 6.7 7.4 7.5 6.1 6.2 6.4-6.5

Average exchange rate (INR/USD) 60.5 61.1 65.5 67.1 64.5 69.9 70.9 74.2 77.1

Fiscal deficit (central government, 
% of GDP)

4.4 4.0 3.9 3.5 3.5 3.4 4.6 9.3 6.6

Current account deficit (% of GDP) 1.7 1.3 1.1 0.6 1.8 2.1 0.9 -0.9 0.7
Source: Union Budget, National Statistical Office, The Reserve Bank of India and Ind-Ra

Real rural wage rate 2 Year CAGR (%)

Source: LiveMint, CMIE
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purchase of homes, cars, durables 
apart from higher medical bills and 
financial distress on account of fall in 
income levels. Besides, households 
also include small businesses, which 
have witnessed horrid times through 
the lockdown and undoubtedly have 
taken up personal loans to fund their 
operations. Experts believe that 
majority of the loans were take up in 
September quarter and majorly from 
NBFCs. However, household spending 
to suit the changing lifestyle of staying 
at homes and the accompanying 
pent-up demand might have 
subsided and hence leverage levels of 
households is expected to be muted 
from here on. Meanwhile, the household-savings-to-
GDP ratio that had soared to 21% in June 2020—a one-off 
caused by the lack of opportunities to spend during the 
lockdown—trended down to 10.4% in September and 
8.2% in December. Having tapered off to 8.2% in the 
Q3FY21, the savings ratio should, as the economy opens 
up further, revert to the mean and closer to the historical 
average of about 7.5% of GDP, opined experts. For the 
last three quarters reported, it could be seen that gross 

financial savings has been declining 
from 19% in Q1FY21 to 15.8% in Q2 and 
12.7% in Q3, while financial liabilities 
have increased from -2% in Q1 to 5.4% 
in Q2 and 4.6% in Q3, thus impacting 
overall financial savings. According to 
Soumya Kanti Ghosh, chief economist 
of State Bank of India group, “The dip 
in household financial savings reflects 
a significant draw-down on deposits, 
as households faced balance-sheet 
stress during the lockdowns. 
However, there is also a composition 
shift happening within the household 
financial savings basket, with more 
funds being saved in the retirement 
corpus. This trend is visible from 

the last two years,” The other sign of household 
stress is visible in rising gold loan auctions, highlights 
media articles. It is also easy bet for banks given the 
collateralized nature of loan on a liquid asset like gold 
as against risky unsecured loans take by middle income 
households. South India based banks like CSB bank stated 
in an article by Livemint that the average ticket size of 
loans increased to Rs 1 lakh in the June quarter from 
roughly Rs 60,000-70,000 two years ago. 
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Household financial assets vs liabilities (as % of GDP)

The Ind-Ra report finally states that among demand side 
drivers, exports appear to be a bright spot. The rating 
agency expects exports growth of goods and services to 
grow at 16.0% yoy in FY22 and for Q1FY22 exports volume 
and growth indicates a revival backed by a favourable 
global trade outlook. In fact India exported goods worth 
a record $35.2 billion in July, signalling that the rapid 
economic recovery in key Western markets is increasing 
demand for Indian products. Exports have consistently 
remained above $ 30 bn mark for fifth consecutive month 
in July 2021. The government has set a merchandise 

Household debt to GDP (%)

Source: RBI
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savings-to-GDP 
ratio that had soared 
to 21% in June 
2020—a one-off 
caused by the lack 
of opportunities to 
spend during the 
lockdown—trended 
down to 10.4% in 
September and 8.2% 
in December.
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exports target of $400 billion for FY22 and $1 trillion in 
the next five years. India will aim to more than double its 
annual goods and services exports to over $1 trillion by 
FY26 under the new foreign trade policy (FTP). However, 
in order to achieve the same, India must get into free 
trade agreements (FTAs) and the government recently 
announced that it is working towards “early harvest” 
agreements — precursors to free trade agreements 
(FTA) in which tariff barriers are lowered on a limited 
set of goods — with Australia and the UK. Considering 
the current economic environment, a re-evaluation 
of the trade policy is much needed. With both private 
consumption and investment likely to remain subdued, 
and with the ability of the government to support the 
economy during this period being limited, exports 
can serve as an important driver of growth, more so 
when global growth is on the upswing. India is already 
benefiting from this upswing in global trade. 

Finally, the last leg of economic growth is the Government 
spending itself and as Ind-Ra says since the economy is 
still not out of the woods, fiscal support in the form of 
government expenditure is likely to continue and the 
rating agency expects GFCE growth at 7.5% for FY22. 
In fact, at the very of the article, it has been mentioned 
that MPC member, Mr. varma did bat for fiscal stimulus 
rather than monetary. In fact, majority of the economists 
have been vocal about the fiscal stimulus right from the 
very start and the stark difference between GDP growth 
between US and India where the growth in US economy 
is led by the massive fiscal spend as opposed to monetary 
by India. The Union Budget 2021-22 saw a 34.5% increase 
in the budgeted capital expenditure as against FY21, i.e. a 
total spend of Rs 5.54 trillion. The government proposes 
to invest this in building of national highways, roads, 
railways, urban infrastructure, shipping and waterways, 
ports, etc. Additionally, Prime Minister Narendra Modi 

on 15 August announced the Rs 100 trillion Gati Shakti 
scheme to help in holistic infrastructure growth. Capital 
asset creation leads to value creation and has a multiplier 
effect on the economy. It promotes job creation and 
raises purchasing power, and labour productivity. 
Increased government spending by way of awarding 
increased contracts also gives an impetus to private 
capital expenditure. Government’s recent announcements 
of National Monetisation Pipeline (NMP) of Rs 6 lakh cr 
(~2.6% of GDP) between 2021-22 and 2024-25 will likely 
benefit economy and infra-centric sectors. Assets from 
various sectors, including railways, roads, aviation, 
telecom and power transmission, will be monetized in 
this four-year leasing programme and funds invested in 
new infrastructure projects, Finance Minister Nirmala 
Sitharaman said while unveiling NMP on August 23. This 
is majorly positive from Government capex point of view 
since crucial growth inducive capex are at times cut to 
contain fiscal deficit. If the Govt. can successfully raise 
revenues from asset monetization, it would be majorly 
used for infrastructure spending rather than fiscal 
consolidation and hence would provide a major fillip to 
GDP growth, however like all Govt. schemes, it would 
eventually come down to execution. 

Govt. Capex (Rs tn)

Source: Budget Documents; FY22: Budgeted, FY21: Revised
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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

FoodCloud
SOSV backed company FoodCloud, a platform for women to become ‘Homeprenuers’ and provide on-
demand, home-cooked meals.

How FoodCloud is different from other cloud kitchens and investable
1. Cloud Kitchens is the most attractive model in F&B space- projected to become a $2 billion industry 
in India by 2024 (up from $400 million in 2019) and FoodCloud aims to capture this growth in the best 

way possible
2. FoodCloud follows the leanest business model in the industry as it has no commercial kitchens, has outsourced 
delivery and maintains zero inventory. The brand has successfully expanded to Kolkata and Mumbai with zero people 
on ground!
3. Today FoodCloud has more than 80% women chefs on board who are financially independent by working from the 
comfort of their home and have helped the brand grow 116% Y-o-Y

The company is currently looking to raise USD 1Mn for its next phase of growth.

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.

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.

Mr. Mihir Mehta

Snackible
Identifying a sheer lack of choice of healthy, nutritious and tasty snacks, Aditya Sanghavi 
conceptualised Snackible to solve everyone’s “snack life crisis” by providing snacks which are 
not only tasty but also that don’t punish one’s waistline.

• Unique Product Strategy - Snackible has been building its product portfolio in a balanced manner across multiple 
varieties, dietary preferences etc. fulfilling three core characteristics: 
o Uniqueness, o Taste and o Health.
• Optimized Digital Communication - An online first brand, Snackible has been agile in listening to customers and 
tailoring their offerings based on customer feedback.
• Robust distribution channel - Snackible has both online and offline channels with a presence in over 35 cities Pan-
India with over 3300 points of sale. More than 300,000 customers in over 400 cities across the country have been 
served through their D2C online store.
• Exceptional Growth trajectory - Snackible has grown at a CAGR of 115% since inception and has witnessed 5x times 
jump in online sales in the last FY. 
The business is seeking to raise INR 20 crore for its next phase of growth.
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Q1FY22  
reesuly Analysis

The strong surge in India Inc’s profits seen after the first 
wave of Covid-19 is now losing momentum as demand 
recovery falters. Corporate earnings in the first quarter of 
FY22 have been in line with the expectations, aided by the 
deflated base of Q1FY21 and localized and less stringent 
lockdowns against Q1FY21. It was 
primarily driven by limited impact on 
economic activity wherein Corporate 
India largely operated unabated 
during the second Covid wave. Macro 
indicators reflect that the economy 
is on the road to recovery, backed 
by fall in Covid-19 positive cases 
and ease in lockdown restrictions 
across states. Sectoral earnings have 
diverged sharply on account of the 
impact of second Covid-19 wave and 
higher commodity prices impacting 
the margins of select sectors (Auto, 
Consumer Staples, and Durables). 
On the flip side, cyclical sectors such 

as Metals and Oil and Gas have benefitted. Management 
commentaries across the board indicate an improvement 
in the demand environment post Jun’21, led by the easing of 
restrictions and sharp reduction in active Covid-19 cases. 
The pace of vaccination has picked up – average daily doses 

in August stand at 5.2m doses/day, 
v/s 4.3m doses/day in July. Amid the 
likelihood of a normal monsoon season, 
it is expected that corporate earnings 
to recover as economic activity 
picks up and pace of vaccination 
accelerates further. With state specific 
unlocking under way, the management 
commentary was optimistic and 
hopeful of a strong rebound in rest 
of the year (9MFY22E). Management 
expect the demand scenario to improve 
in the coming quarters amid the festive 
season and rising economic activity as 
the nationwide vaccination drive gains 
momentum.

Management expect 
the demand scenario 
to improve in the 
coming quarters 
amid the festive 
season and rising 
economic activity 
as the nationwide 
vaccination drive 
gains momentum.
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Nifty companies Q1FY22 earnings season saw more 
companies beat at Revenue and EBITDA, but either met or 
beat for profit level in the quarter ended June, indicating 
an economic recovery after the pandemic-induced 
curbs. At the Nifty index level, excluding financials, net 
sales decline was limited to 6.9% on a sequential basis 
(QoQ) with Covid impacted low base in Q1FY21 making 
YoY comparison rather redundant. On the operating 
profit front, the decline was limited to 2.8% amid ~78 
bps expansion in EBITDA margins to 18.7%. Savings were 
realised in other expenses, which declined amid increase 
in employee costs with RM costs remaining at similar 
levels. At the net profit level, net earnings declined 22.9% 
QoQ led by a double digit QoQ decline in other income. 
On YoY basis, aggregate revenue improved by 43.3% while 
EBITDA shows a growth of 23.0% and net profit grew by 
122.1%, but ex BFSI net profit shows a growth of 197.2%. Oil 
& gas, Metals, IT, Cement, Pharma and Banks contributed 
most to earnings, while Retail dragged the earnings. 
Earnings beat was recorded in Metals & mining, Pharma, 
and Utilities; Missed for Automobiles, FMCG, NBFCs, 
Capital goods; Banks and IT were in-line. Top-line miss 
was seen in Metals, Capital goods, and Oil & gas.

On the sectoral front
In auto space, both demand and supply were adversely 
impacted by the second COVID wave – localized 
lockdowns and oxygen shortage during April and May 
resulted in volume decline across categories. Earnings 
were muted due to decline in volumes and twin impact 
of negative operating leverage and substantial rise in key 
commodity price on margin profile. Industry players, 
however, remain optimistic about demand recovery in the 
upcoming festive season. 

In banking space, banks reported high slippages in 
retail/MSME/agriculture segment for most lenders while 
corporate slippages were low. Restructuring was low for 
most private banks and SBI, but some public sector banks 
reported QoQ increase. PSU banks, on 
overall basis, outperformed private 
counterparts on asset quality and 
profitability but lost market share in 
terms of business. 

In cement space, companies reported 
strong earnings driven by better than 
expected realization and lower cost 
(despite fuel inflation), leading to 
EBITDA/t expansion. Going forward, 
Q2FY22 is expected to see a double 
impact of lower Cement prices 
(seasonal) and further impact of fuel/
diesel inflation, both of which would 

weigh on EBITDA/T. Management said companies have 
reported steady recovery in demand since June, led by the 
gradual easing of the lockdowns; pent-up demand would 
kick in once the monsoon recedes. 

In FMCG space, the widespread impact of the second 
COVID wave inQ1FY22 has resulted in a slowdown in 
the demand momentum seen in Q4FY21. Staples and 
essentials have continued to see strong demand, but 
discretionary demand has remained muted in 1QFY22. 
The sharp commodity inflation has impacted the gross 
margins of several companies, necessitating pricing 
actions and cost rationalization. 

In IT space, companies continued to report robust growth 
with Tier-2 companies growing at almost double the 
rate of Tier-1 companies on organic basis. Most of the 
companies have revised the revenue growth guidance 
upward given the strong order book and deal pipeline. 
Managements remain confident of achieving double-digit 
revenue growth in FY22 on the back of a strong deal 
pipeline around cloud, data analytics, cybersecurity, 
automation, and AI. While companies are adding 
employees at an unprecedented pace, attrition-led supply 
pressure on margins remains a key concern. 

In metals space, the sector reported a strong Q1FY22 
performance primarily on account of healthy realisations 
(helped by firm price environment and favorable product/
geographic mix). Spreads are expected to continue to 
remain firm QoQ with firmer steel and non-ferrous prices 
partly offset by higher input costs. Domestic demand is 
expected to recover gradually post monsoon and easing 
of lock-downs. Chinese economy slowing down and 
tapering of quantitative easing by the US Federal Reserve 
could impact the sentiment toward metal prices.

In pharma space, the key highlight was substantial growth 
in the domestic branded formulations segment driven by 
Covid portfolio and spike in patient footfall at hospitals. 
US business remained challenging due to higher price 

erosion and increased competition 
in base business. On the API front, 
business was impacted largely due 
to de-stocking from customer’s end 
and API price correction in many 
commoditized molecules.

In telecom space, industry was mostly 
unaffected by second wave. Growth in 
net sales (Y-o-Y) was observed during 
the quarter on account of improving 
realizations and sustained increase in 
4G customer base. 

In IT space, 
companies 
continued to report 
robust growth with 
Tier-2 companies 
growing at almost 
double the rate of 
Tier-1 companies on 
organic basis.
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CNX 500 (Excluding Banks, NBFC & Oil Companies)
(In Rs. Cr.) Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21 Q4FY21 Q1FY22

Net Sales 1101384 1116546 1123301 1117360 820621 1145056 1212280 1358574 1203285

Growth (YoY) 6% 2% 0% -6% -25% 3% 8% 22% 47%

Growth (QoQ) -8% 1% 1% -1% -27% 40% 6% 12% -11%

Operating Expenses 895197 920651 918915 924914 675248 925605 953970 1077670 953195

Growth (YoY) 5% 1% -1% -6% -25% 1% 4% 17% 41%

Growth (QoQ) -9% 3% 0% 1% -27% 37% 3% 13% -12%

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

Operating Profit 206187 195895 204386 192445 145374 219451 258310 280904 250090

Growth (YoY) 11% 3% 3% -9% -29% 12% 26% 46% 72%

Growth (QoQ) -3% -5% 4% -6% -24% 51% 18% 9% -11%

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

Depreciation 21883 23588 21790 26074 23050 22200 23817 24339 19246

Growth (YoY) 21% 12% -2% -3% 5% -6% 9% -7% -17%

Growth (QoQ) -19% 8% -8% 20% -12% -4% 7% 2% -21%

Interest 64876 66914 67245 70278 67469 70142 71687 74675 72796

Growth (YoY) 28% 25% 17% 18% 4% 5% 7% 6% 8%

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

Other Income 45758 46290 45927 48435 46445 45686 45630 44464 45040

Growth (YoY) 28% 17% 12% 15% 2% -1% -1% -8% -3%

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

Adj Profit 77951 21498 80492 36537 -18739 91512 121008 117002 105082

Growth (YoY) -9% -73% 32% -64% PL 326% 50% 220% LP

Growth (QoQ) -24% -72% 274% -55% PL LP 32% -3% -10%

NPM 7% 2% 7% 3% -2% 8% 10% 9% 9%

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

Sectoral performance review
Auto & Auto ancillary Sector
In Q1FY22, performance of the auto sector was impacted 
due to Covid renaissance as production were disrupted 
because of the limitation of distribution activities amid 
state-level lockdowns and restrictions imposed to curb 
the spread of COVID-19 second wave. For OEMs, there 
has been a steep rise in ASPs due to the price increases 
taken to counter commodity inflation since Jan’21. Overall, 
auto companies reported a contraction in EBITDA 
margin, given lower sales volume (negative operating 
leverage) and gross margin contraction. For Q1FY22, total 
industry sales were at 46 lakh units, down ~34% QoQ, 
with domestic dispatches down ~43% QoQ to ~32 lakh 
units & exports up ~4.4% QoQ to 14.2 lakh units. Domestic 
Pv volumes fell 31% QoQ to ~6.5 lakh units with Uv down 
25.4% QoQ; 2W volumes declined 45% QoQ to 24 lakh units 
including motorcycles down 38%, scooters down 57%. 
Domestic Cv segment declined 50% QoQ to 1.05 lakh units 

including M&HCv down 64%, LCv down 41% while 3W 
volumes dropped 72% to 24,376 units 

Industry players are optimistic about the upcoming 
festive season. In the event of limited further Covid-
induced impact, the run up to the festive period should 
witness healthy demand traction across segments. 
PV demand is expected to remain strong, while the 
semiconductor shortage continues to impact PV 
production. While 2Ws and CV demand recovery is 
expected to be sluggish due lower pent-up demand and 
higher channel inventory. Tractor volume growth is 
expected to be muted, with guidance for mid-single-digit 
growth for the industry for FY22. All of the 2W OEMs’ 
commentaries have been focused on their EV strategies 
going forward. However, impact on production due to 
semiconductor shortages and evolution of commodity 
costs (steel, aluminium, precious metals, rubber, etc) 
could impact the financial performance.
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Auto & Auto ancillary Companies
Company (Rs Cr) Net 

Sales
YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

Tata Motors Ltd. 66406 108% -25% 5243 725% -59% 8% -4321 Loss Loss -7%

Mahindra & Mahindra Ltd. 19172 60% -11% 987 -54% -75% 5% -749 Loss PL -4%

Maruti Suzuki India Ltd. 17776 332% -26% 819 LP -59% 5% 439 278% -62% 2%

Motherson Sumi Systems Ltd. 16157 94% -5% 1220 LP -29% 8% 426 LP -57% 3%

Bajaj Auto Ltd. 7386 140% -14% 1118 174% -27% 15% 1059 101% -20% 14%

Hero MotoCorp Ltd. 5503 85% -37% 520 344% -58% 9% 392 595% -54% 7%

TVS Motor Company Ltd. 4689 142% -24% 415 464% -47% 9% -15 Loss PL 0%

MRF Ltd. 4184 70% -13% 496 49% -35% 12% 166 NM -50% 4%

Ashok Leyland Ltd. 4088 175% -50% 337 176% -67% 8% -251 Loss PL -6%

Exide Industries Ltd. 3543 40% -22% 207 56% -62% 6% 32 LP -90% 1%

Bosch Ltd. 2444 146% -24% 307 LP -50% 13% 260 315% -46% 11%

Tube Investments of India Ltd. 2437 434% -11% 281 LP 6% 12% 135 LP -16% 6%

Bharat Forge Ltd. 2108 83% 1% 450 LP 6% 21% 162 LP -32% 8%

Eicher Motors Ltd. 1974 141% -33% 363 NM -43% 18% 277 NM -40% 14%

Amara Raja Batteries Ltd. 1886 64% -10% 250 64% -21% 13% 124 99% -34% 7%

Balkrishna Industries Ltd. 1803 91% 3% 511 113% -7% 28% 331 151% -13% 18%

Escorts Ltd. 1702 56% -24% 236 94% -31% 14% 189 101% -30% 11%

Cummins India Ltd. 1195 138% -5% 148 7564% -13% 12% 235 418% 76% 20%

Total 164453 111% -22% 13908 379% -53% 8% -1110 Loss PL -1%

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

Banking Sector
Q1FY22 was marked by tepid growth and slightly worse-
than-expected asset quality deterioration in the secured 
retail/SME segments, which led to elevated provisions and 
hurt profitability. Most banks preferred to build/carry 
forward Covid provisions. However, PSBs, in general, 
reported higher profitability, aided by better margins, 
healthy treasury gains, higher PSLC fees and lower opex 
as the bulk of wage arrears/pension-related provisions 
are largely behind. Restructuring increased sequentially 

while management commentary suggests some more can 
come in the September quarter. Business growth was 
muted QoQ impacted by seasonality and lockdowns. PSU 
banks on overall basis outperformed private counterparts 
on asset quality, profitability but lost market share in 
terms of business (loans + deposits).

As per RBI data for June 2021, retail segment remained a 
healthy growth driver, in general, and saw uptick of 11.9% 
YoY. Within retail segment, secured loans – housing & 
auto loans remained in focus while gold loans witnessed 

Trend in Volumes (Units)
Company Q1FY22 YoY (%) QoQ (%)
Maruti Suzuki 353614 361.6 -28.2
M&M 184842 93.9 -8.6
Tata Motors (SL) 114784 358.3 -40.2
Ashok Leyland 17987 376.2 -59.2
Escorts 25935 42.9 -20.4
Hero MotoCorp 1024397 81.8 -34.7
Bajaj Auto 1006014 127.0 -14.0
TVS Motor 657758 146.4 -29.1
Royal Enfield 123640 115.9 -39.6

Source: Company, Ashika Research

Aggregate EBITDA Margin (%)

Source: Company, Industry Report
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a sharp rise. With government’s focus to provide credit 
support to MSME segment and extension of ECLGS 
scheme, credit offtake has been strong at 54.6% in 
medium industries. Deposit growth on a yearly basis 
was at 9.8% YoY to | 154.5 lakh crore, with continued 
improvement in CASA YoY but sequentially CASA ratio 
was flat.

As per latest management commentary, collections saw 
a decline in April and May 2021. However, from June 
2021 onwards there has been meaningful improvement. 

Further, collections in July 2021 have reached ~95% 
for most lenders. Large banks have indicated the 
slippage trend is likely to subside meaningfully from 
2HFY22. Fee income should witness improving trends. 
The restructuring book remains controlled. Banks are 
carrying an additional provision buffer, which should 
limit the impact on credit cost. It is expected that asset 
quality should see an improvement as recoveries rise 
while there could be a marginal rise in restructuring. 
Overall, profitability is expected to improve with lower 
credit costs and increased business growth in H2FY22E.

Trend in deposit growth (% YoY)

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

Profit
YoY QoQ NIM 

(%)
GNPA 

(%)
NNPA 

(%)
CAR 
(%)

State Bank Of India 27638 4% 2% 6504 55% 1% 3.2 5.3 1.8 13.7

HDFC Bank Ltd. 17009 9% -1% 7730 16% -6% 4.1 1.5 0.5 19.1

ICICI Bank Ltd. 10936 18% 5% 4616 78% 5% 4.0 5.5 1.3 18.7

Bank Of Baroda 7892 16% 11% 1209 LP LP 3.1 8.9 3.0 15.4

Axis Bank Ltd. 7760 11% 3% 2160 94% -19% 3.5 3.9 1.2 18.7

Punjab National Bank 7227 7% 4% 1023 232% 75% 2.8 14.3 5.8 15.2

Union Bank Of India 7013 10% 30% 1181 255% -11% 3.1 13.6 4.7 13.3

Canara Bank 6147 1% 10% 1177 190% 16% 2.7 8.5 3.5 13.4

Indian Bank 3994 3% 20% 1182 220% -31% 2.9 9.7 3.5 15.9

Kotak Mahindra Bank Ltd. 3942 6% 3% 1642 32% -2% 4.6 3.6 1.3 23.1

IndusInd Bank Ltd. 3564 8% 1% 975 112% 11% 4.1 2.9 0.8 17.6

Bank Of India 3145 -10% 7% 720 -15% 188% 2.4 13.5 3.4 15.1

IDBI Bank Ltd. 2506 41% -23% 603 318% 18% 4.1 22.7 1.7 16.2

IDFC First Bank Ltd. 2185 25% 11% -630 PL PL 5.5 4.6 2.3 15.6

Central Bank Of India 2134 -1% 41% 206 52% LP 2.8 15.9 5.1 14.9

Bandhan Bank Ltd. 2114 17% 20% 373 -32% 262% 8.5 8.2 3.3 24.8

Indian Overseas Bank 1497 6% 7% 327 171% -7% 2.3 11.5 3.2 15.5

UCO Bank 1460 15% 3% 102 374% 27% 2.7 9.4 3.9 14.2

The Federal Bank Ltd. 1418 9% 0% 367 -8% -23% 3.2 3.5 1.2 14.6

Bank Of Maharashtra 1406 29% 2% 208 106% 26% 3.1 6.4 2.2 14.5

Yes Bank Ltd. 1402 -27% 42% 207 355% LP 2.1 15.6 5.8 17.8

RBL Bank Ltd. 970 -7% 7% -459 PL PL 4.4 5.0 2.0 17.2

AU Small Finance Bank Ltd. 724 40% 10% 203 1% 20% 6.0 4.3 2.3 23.1

Punjab & Sind Bank 579 8% 17% 174 LP 8% 2.0 13.3 3.6 17.6

City Union Bank Ltd. 448 2% 4% 173 12% 56% 3.9 5.6 3.5 19.6

CSB Bank Ltd. 268 45% -3% 61 14% 42% 7.9 4.8 2.4 24.1

Total 125837 8% 6% 32045 62% 26%
Source: AceEquity,     PL-Profit to Loss and LP=Loss to Profit

Cement Sector
Q1FY22 was mark by higher YoY volumes, better pricing 
scenario, lower clinker production cost, higher fuel 
cost and marginal freight cost hike. All the companies 
in the cement space witnessed robust volume when 
compared to same quarter last year led by a pick-up in 
urban housing, Individual Home Builder (IHB) and infra 
segments but was lower against last quarter i.e. Q4FY21 
on the back of covid‐19 second wave lockdown. In Q1FY22, 
companies have witnessed higher blending ratio which 
helped them to reduce the net clinker production cost 
with maintaining higher realization. Many companies 
also announced new capex plans. As per DIPP data, 

overall industry volumes rose 53% YoY but slid 15% QoQ 
in Q1FY22, with pandemic-inducted disruptions driving 
the sequential decline. Key energy commodities like pet 
coke, imported coal and diesel, which together account 
for more than 55% of costs, rose sharply. However, 
strong realisations, lower RM costs and cost optimization 
measures helped cement companies to improved 
EBITDA/t.

Cement prices rose ~5% QoQ in Q1FY22 (up 1% YoY) on 
hikes and trade mix changes. Prices improved the most in 
South and East but the least in North and Central regions. 
Average prices for Q2 should be slightly below Q1 exit 
prices; it is expected that prices to rebound in 2HFY22 
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amid greater demand traction. Currently, pan-India avg. 
cement prices are hovering around Rs. 369-370/bag as 
North, Central and South India continue to see better 
pricing.

Going forward, Q2FY22 is expected to see a double impact 
of lower Cement prices (seasonal) and further impact 

of fuel/diesel inflation, both of which would weigh on 
EBITDA/T. However, volume demand is expected to 
recover in 2HFY22 given IHB/GoI’s infra push even as 
monsoons hurt near-term offtake. In terms of regions, 
it is expected that northern, central and eastern India to 
see faster demand recovery and western and southern 
regions to see moderate growth.

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

Q1FY22 YoY (%) QoQ (%) Q1FY22 YoY (%) QoQ (%) Q1FY22 YoY (%) QoQ (%)

UltraTech 21.5 54.4% -22.5% 5495 0.3% 6.0% 1536 3.2% 15.6%

ACC 6.8 43.7% -14.5% 5571 5.2% 5.8% 1271 15.2% 18.2%

Shree Cement 6.8 38.7% -16.8% 5314 5.6% 3.9% 1496 7.2% -0.7%

Ambuja Cement 6.4 53.2% -11.3% 5251 1.1% 5.0% 1495 5.2% 10.8%

Dalmia Bharat 4.9 33.6% -23.8% 5294 1.9% 3.6% 1431 -14.8% 18.4%

JK Lakshmi Cem. 2.7 39.3% -9.5% 4983 4.4% 2.9% 971 7.4% -8.8%

Ramco Cement 2.1 10.5% -33.3% 5629 6.5% 11.3% 1712 26.1% 22.4%

India Cement 1.9 36.2% -34.9% 5374 0.5% 9.1% 847 -22.6% 52.7%

J K Cements 1.8 0.2% -54.5% 5452 -4.2% -0.6% 1216 1.1% 6.5%

Orient Cement 1.4 65.9% -26.5% 5080 1.5% 13.0% 1369 14.3% 25.1%
Source: Company, Ashika Research

Aggregate Volume

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

Sales
YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

Ultratech Cement Ltd. 11830 54% -18% 3307 59% -10% 28% 1700 114% -4% 14%

Ambuja Cements Ltd. 6978 50% -10% 1827 63% -1% 26% 1156 96% -5% 17%

ACC Ltd. 3885 49% -9% 869 65% 1% 22% 566 111% 1% 15%

Shree Cement Ltd. 3635 46% -14% 1023 49% -17% 28% 631 91% -21% 17%

Dalmia Bharat Ltd. 2589 36% -21% 700 14% -10% 27% 238 27% -63% 9%

JK Cement Ltd. 1714 71% -20% 403 90% -9% 24% 190 281% -11% 11%

JK Lakshmi Cement Ltd. 1326 45% -7% 258 50% -17% 19% 136 169% -14% 10%

The Ramco Cements Ltd. 1235 18% -24% 366 39% -18% 30% 170 53% -20% 14%

The India Cements Ltd. 1045 37% -29% 165 5% -1% 16% 47 136% 6% 4%

Orient Cement Ltd. 691 68% -17% 186 90% -8% 27% 89 249% -10% 13%

Heidelberg Cement India Ltd. 556 36% -7% 131 21% -14% 24% 69 40% -51% 12%

Star Cement Ltd. 511 75% -15% 93 42% -11% 18% 68 54% -16% 13%

Sagar Cements Ltd. 393 49% -6% 107 23% 3% 27% 50 39% 1% 13%

Total 36387 49% -15% 9437 52% -9% 26% 5110 100% -15% 14%

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

FMCG Sector
The first quarter of FY22, impacted by the second wave of 
the pandemic disrupted the momentum being witnessed 
in 4QFY21. Despite that, staples companies witnessed 
a reasonably strong revenue growth led by impressive 
double‐digit volume growth. Some of the essential 
categories like edible oil, staples, 
noodles, salt, oral care saw strong 
volume growth during the quarter. 
Tea, soaps, hair oils witnessed higher 
pricing growth given the companies 
have partially passed on steep 
increase in commodity costs. Rural 
markets continued to grow in Q1FY22, 
the spread of covid moderated the 
pace in demand growth. While the 
severity of the impact in urban 
demand was lower compared to the 
first covid wave, the demand is yet to 
come back to March’21 levels, which 
saw good recovery in urban demand. 
E-commerce channel continued to 
see high growth with acceleration of 
online shopping trend. The companies 
continued to focus on new products, 
which have been launched in the 

last one year. FMCG companies are making efforts to 
increase the direct distribution network to increase the 
penetration of some of the underpenetrated categories 
through smaller SKUs. Q1FY22 continued to see steep 
increase in raw material prices like palm oil, rice bran, 
copra, milk and tea. The raw material prices were up 30- 

50% on a YoY basis. Though copra & 
tea prices started coming off from the 
peak, it still remained much higher 
compared to the base quarter. 

Going forward, the easing of lockdown 
coupled with better monsoon and 
festive season should drive strong 
recovery for discretionary categories. 
Prices of some of key inputs 
(including palm oil, copra and raw 
tea) have witnessed correction from 
its high and likely to correct further 
in the coming months. A correction in 
input prices and calibrated price hikes 
would help the companies to post 
better OPM in 2HFY22 along with cost 
saving initiatives. Improving revenue 
mix and better operational efficiencies 
remain key margin drivers in the 
medium term.

Staples companies 
witnessed a 
reasonably strong 
revenue growth 
led by impressive 
double‐digit 
volume growth. 
Going forward, the 
easing of lockdown 
coupled with better 
monsoon and festive 
season should drive 
strong recovery 
for discretionary 
categories.
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FMCG Players Quarterly Volume Growth (%)
Companies Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21 Q4FY21 Q1FY22
Asian Paints 20.0 16.0 11.0 2.5 (35.0) 11.0 33.0 48.0 106.0 
Bajaj Consumer 4.7 1.3 (8.6) (30.0) (23.0) 5.0 15.0 39.0 16.0 
Berger Paints 12.0 13.0 10.0 (7.0) (46.0) 13.0 32.0 53.0 92.0 
Britannia 3.0 3.0 3.0 0.0 21.0 9.0 3.0 8.0 1.0 
Colgate 6.0 4.0 2.3 (8.0) (2.0) 4.0 5.0 16.0 6.0 
Dabur 9.6 4.8 5.6 (14.6) (9.7) 16.8 18.1 25.4 34.4 
Emami (Domestic) 0.1 1.0 (2.0) (19.0) (28.0) 10.0 13.0 39.0 38.0 
Godrej Consumer (Domestic) 5.0 7.0 7.0 (15.0) 3.0 5.0 7.0 29.0 15.0 
Hindustan Unilever 5.0 5.0 5.0 (7.0) 4.0 14.0 17.0 31.0 9.0 
ITC (Cigarettes) 3.0 2.5 2.0 (11.0) (37.0) (12.0) (7.5) 6.5 30.0 
Jubilant (Dominos) 4.1 4.9 5.9 (3.4) (61.4) (20.0) (1.7) 11.8 114.2 
Jyothy Labs 5.6 8.3 (5.6) (22.0) 6.1 8.5 15.0 24.0 17.0 
Marico - Domestic 6.0 1.0 (1.0) (3.0) (14.0) 11.0 15.0 25.0 21.0 
Marico - Parachute 9.0 (1.0) (2.0) (8.0) (11.0) 10.0 8.0 29.0 12.0 
Marico - Saffola 3.0 1.0 11.0 25.0 16.0 20.0 17.0 17.0 24.0 
Marico - Value added hair oils 7.0 0.0 (7.0) (11.0) (30.0) 4.0 21.0 22.0 34.0 
Nestle India 12.3 9.0 5.5 9.0 2.0 9.0 10.0 7.0 12.0 
Pidilite 6.3 0.6 3.0 (3.1) (58.6) 7.4 22.0 45.3 103.0 
United Breweries 5.0 6.0 (7.0) (21.0) (77.0) (48.0) (15.0) 9.0 115.0 
United Spirits 6.0 1.0 (1.8) (13.5) (49.2) (3.9) (0.8) 8.1 61.0 

Source: Company, News Article, Ashika Research

FMCG Companies
Company (Rs Cr) Net 

Sales
YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

ITC Ltd. 14241 36% -8% 4444 51% -9% 31% 3343 30% -12% 23%
Hindustan Unilever Ltd. 12194 14% -2% 2921 8% -4% 24% 2100 11% -4% 17%
United Spirits Ltd. 6169 61% -20% 189 LP -52% 3% 50 LP -75% 1%
E.I.D. - Parry (India) Ltd. 4354 5% 11% 434 1% 44% 10% 278 117% 342% 6%
Nestle India Ltd. 3477 14% -4% 848 13% -9% 24% 539 11% -11% 15%
Britannia Industries Ltd. 3403 -1% 9% 554 -23% 10% 16% 387 -29% 8% 11%
Tata Consumer Products Ltd. 3008 11% -1% 399 -17% 33% 13% 241 -38% 80% 8%
Godrej Consumer Products Ltd. 2894 24% 6% 600 27% 9% 21% 414 5% 13% 14%
Radico Khaitan Ltd. 2847 60% -1% 92 22% -9% 3% 56 28% -24% 2%
United Breweries Ltd. 2653 110% -27% 96 LP -64% 4% 31 LP -68% 1%
Dabur India Ltd. 2612 32% 12% 552 33% 25% 21% 438 28% 16% 17%
Marico Ltd. 2525 31% 25% 481 3% 51% 19% 365 -6% 61% 14%
Varun Beverages Ltd. 2483 49% 9% 571 51% 50% 23% 319 123% 133% 13%
Godrej Agrovet Ltd. 1993 28% 36% 170 2% 51% 9% 93 3% 87% 5%
Avanti Feeds Ltd. 1409 47% 28% 95 -27% 11% 7% 79 -32% 13% 6%
Colgate-Palmolive (India) Ltd. 1166 12% -9% 355 15% -16% 30% 233 18% -26% 20%
Balrampur Chini Mills Ltd. 1140 -20% 12% 134 -38% -60% 12% 72 -46% -69% 6%
KRBL Ltd. 1016 33% 4% 193 5% -8% 19% 141 12% 2% 14%
Jubilant FoodWorks Ltd. 893 130% -14% 212 764% -15% 24% 61 LP -43% 7%
Shree Renuka Sugars Ltd. 831 -38% -37% -88 PL PL -11% -241 Loss Loss -29%
Emami Ltd. 661 37% -10% 170 38% 4% 26% 79 95% -11% 12%
Zydus Wellness Ltd. 598 11% -1% 140 15% -3% 23% 131 47% -2% 22%
Jyothy Labs Ltd. 525 21% 6% 63 -17% -11% 12% 40 -20% 47% 8%
Total 73093 26% -3% 13625 23% -6% 19% 9249 20% -5% 13%

Source: AceEquity,     PL-Profit to Loss and LP=Loss to Profit
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Deal Wins (USD Mn.)
Company Q1FY21 Q2FY21 Q3FY21 Q4FY21 Q1FY22

TCS 6900 8600 6800 9200 8100

Infosys 1744 3145 7129 2100 2600

Tech M 290 421 456 1040 815
Source: Company, News Article, Industry Report, Ashika Research

Information Technology Sector
IT companies continued to report robust growth with 
Tier-2 companies growing at almost double the rate 
of Tier-1 companies. In the quarter, Tier-I companies 
grew 5.2% QoQ and Tier-II companies grew 8.2% QoQ. 
In addition, one of the key themes that was observed in 
Q1 results was that there was much higher visibility of 
revenues based on strong deal wins and hiring trends. 
However, with digital revenue growing at double digit 
and contributing more than 50% of sales, it continues 
to offset pricing pressure on legacy IT work. The 
acceleration in order book and deal pipeline for tier 1 & 
tier 2 companies continues to be strong led by traction 
in large deals, increase in deal sizes and increase in 
spending by enterprises on cloud migration & digital 
technologies. This has given companies confidence 
of achieving double digit growth in FY22E. It has also 
encouraged many companies to revise guidance upwards. 
In the current quarter growth was led by BFSI, retail, 
hi-tech, communication & healthcare. Even verticals that 
were laggards like travel and energy & utilities are seeing 
healthy traction. In terms of geographies, growth was led 
by North America and European region. It is expected that 
increased outsourcing trend in European region will be 
key driver of revenues for IT companies. Tier-1 & Tier-2 
companies have witnessed a decline in margins mainly 
due to wage hike, Covid related expenses and higher 
attrition. A higher attrition rate for key skills remained 

industry-wide phenomenon owing to higher demand and 
shortage of digital skills. 

Most of the companies have revised the revenue growth 
guidance upward given the strong order book and deal 
pipeline. Large caps like Infosys are revising revenue 
guidance upwards from 12-14% to 14-16% while midcaps 
like Coforge are revising organic growth guidance 
upwards from 17% YoY to 19% YoY. Wipro’s 3-4% QoQ CC 
organic growth guidance for Q2 looks robust on a strong 
base of Q1. Mid-cap players are racing to take the lead – 
Mphasis has guided for above-industry direct business 
growth and L&T Infotech aims to be in the top industry 
quartile.

The IT industry is seeing a big change, with technology 
emerging as the cornerstone for large enterprises. 
Managements remain confident of achieving double-digit 
revenue growth in FY22 on the back of a strong deal 
pipeline around cloud, data analytics, cyber security, 
automation, and AI. While companies are adding 
employees at an unprecedented pace, attrition-led supply 
pressure on margins remains a key concern. Going 
forward, it is expected that BFSI, retail, communication 
and manufacturing to witness improved traction due to 
cloud migration and customer experience. Further, travel 
& hospitality vertical would continue to witness improved 
traction. In terms of geographies, European region will be 
key driver of revenues for IT companies due to increased 
outsourcing trend.

Revenue Growth (%)

Source: Company, shika Research
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Information Technology Companies
Company (Rs Cr) Net 

Sales
YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

Tata Consultancy Services Ltd. 45411 18% 4% 12663 26% -1% 28% 9031 28% -3% 20%

Infosys Ltd. 27896 18% 6% 7432 21% 2% 27% 5201 22% 2% 19%

HCL Technologies Ltd. 20068 12% 2% 5062 6% 11% 25% 3213 9% 189% 16%

Wipro Ltd. 18467 24% 14% 4195 32% 4% 23% 3247 35% 9% 18%

Tech Mahindra Ltd. 10198 12% 5% 1876 44% -1% 18% 1366 43% 31% 13%

Larsen & Toubro Infotech Ltd. 3463 17% 6% 648 9% -9% 19% 497 19% -9% 14%

Mphasis Ltd. 2691 18% 7% 489 17% 5% 18% 340 23% 7% 13%

Mindtree Ltd. 2292 20% 9% 465 44% 0% 20% 343 61% 8% 15%

L&T Technology Services Ltd. 1518 17% 5% 318 54% 8% 21% 217 84% 11% 14%

Firstsource Solutions Ltd. 1485 40% 2% 238 43% 2% 16% 134 51% 186% 9%

Coforge Ltd. 1462 38% 16% 211 25% 1% 14% 131 58% -5% 9%

Oracle Financial Services Software Ltd. 1397 4% 15% 733 7% 24% 52% 524 9% 14% 38%

Sonata Software Ltd. 1269 33% 18% 101 29% -2% 8% 87 74% 4% 7%

Persistent Systems Ltd. 1230 24% 10% 202 38% 7% 16% 151 68% 10% 12%

Cyient Ltd. 1058 7% -3% 186 89% 21% 18% 115 41% 12% 11%

Birlasoft Ltd. 945 3% 5% 151 34% -1% 16% 114 102% 15% 12%

Zensar Technologies Ltd. 937 -5% 7% 173 21% 0% 18% 103 37% 13% 11%

Tanla Platforms Ltd. 626 38% -3% 135 79% 0% 21% 104 33% 2% 17%

KPIT Technologies Ltd. 567 15% 5% 98 52% 12% 17% 60 149% 28% 11%

Tata Elxsi Ltd. 558 39% 8% 150 62% -9% 27% 113 65% -2% 20%

Intellect Design Arena Ltd. 408 18% 3% 100 48% 0% 25% 79 63% 6% 19%

Route Mobile Ltd. 378 22% 4% 46 21% -9% 12% 34 27% -3% 9%

Happiest Minds Technologies Ltd. 245 38% 11% 57 50% 2% 23% 36 -29% -1% 15%

Indiamart Intermesh Ltd. 182 19% 1% 89 21% 4% 49% 89 20% 56% 49%

Total 144750 18% 6% 35816 24% 2% 25% 25330 27% 13% 17%

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

Metal & Mining Sector
The metal and mining sector reported a strong Q1FY22 
performance primarily on account of healthy realisations 
due to a refined product mix and higher export sales, 
aluminium EBITDA for non-ferrous companies shot 
up QoQ, mainly due to higher LME aluminium price 
and exports rose for all due to tepid domestic demand. 
Blended steel realizations improved sequentially 
benefiting from the firm price environment and favorable 
product/geographic mix. The increase in realization 
was partly offset by higher iron ore costs, lower sales 
volume and lower operating leverage. An increase in 
working capital due to finished inventory pile-up and 
higher commodity prices led to limited debt reduction 
during the quarter. Managements expect commodity 
prices to remain strong over the near term, supported 
by structural changes such as focus on de-carbonization, 

limited capacity additions, and China’s focus on lowering 
exports.

Going ahead, metal companies expect improvement 
in demand resulting in shipments picking up. On 
realisation front, steel and aluminium stand out owing 
to good demand and supply side measures in China. 
While it is expected that debt reduction gathering 
momentum particularly for companies. Capex is also 
expected to pick up as companies look to expand their 
upstream and downstream capacities. However, the 
managements have highlighted that demand is expected 
to improve from Aug’21 and earnings are likely to 
stay robust in an improving operating environment. 
Moreover, Government’s focus on developing sustainable 
infrastructure with low life-cycle cost material, and 
improving economic outlook are likely to further boost 
stainless steel demand in the coming quarters.
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Metal & Mining Companies
Company (Rs Cr) Net 

Sales
YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

Tata Steel Ltd. 53372 110% 7% 16111 NM 14% 30% 9646 LP 38% 18%

Hindalco Industries Ltd. 41358 64% 2% 6173 219% 9% 15% 2785 LP 44% 7%

JSW Steel Ltd. 28902 145% 7% 10274 666% 22% 36% 5577 LP 33% 19%

Vedanta Ltd. 28412 78% 1% 9871 147% 9% 35% 5282 247% -31% 19%

Coal India Ltd. 25282 37% -5% 4844 59% -24% 19% 3175 53% -31% 13%

Steel Authority Of India Ltd. 20643 128% -11% 6568 LP 7% 32% 3836 LP 15% 19%

Adani Enterprises Ltd. 12579 139% -7% 796 1145% -12% 6% 197 LP -6% 2%

Jindal Steel & Power Ltd. 10610 63% -11% 4539 151% -14% 43% 14 -95% -99% 0%

Hindustan Zinc Ltd. 6531 64% -6% 3558 126% -8% 54% 1983 46% -20% 30%

NMDC Ltd. 6512 236% -5% 4176 454% -2% 64% 3191 501% 13% 49%

APL Apollo Tubes Ltd. 2534 128% -2% 255 258% 23% 10% 168 669% 25% 7%

National Aluminium Company Ltd. 2475 79% -12% 581 350% -38% 23% 348 NM -63% 14%

Welspun Corp Ltd. 1299 -37% -29% 165 -9% -28% 13% 95 205% -60% 7%

Ratnamani Metals & Tubes Ltd. 526 -9% -24% 85 11% -47% 16% 50 1% -54% 10%

MOIL Ltd. 293 93% -35% 84 73% -46% 29% 62 NM -47% 21%

Total 241328 87% -1% 68079 349% 3% 28% 36410 LP -4% 15%

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

Base metal price movement on LME (USD/
tonne)
 Q1FY22 YoY % QoQ %

Aluminum 2395.7 59.9% 14.4%

Copper 9679.0 80.9% 14.0%

Zinc 2912.9 48.0% 6.0%

Nickel 17353.9 41.9% -1.1%

Lead 2124.8 26.6% 5.7%
Source: Bloomberg, Ashika Research

Volume trend (MT)
Company Q1FY22 YoY (%) QoQ (%)

Tata Steel 4.2 44.8% -10.6%

JSW Steel 3.6 28.9% -11.1%

JSPL 1.6 2.6% -16.2%

SAIL 3.3 50.0% -23.3%
Source: Company, News Article, Industry Report, Ashika Research

EBITDA/ton trend (Rs.)
Company Q1FY22 YoY (%) QoQ (%)

Tata Steel 34,660 468.1% 24.4%

JSW Steel 26,291 415.1% 33.1%

JSPL 28,098 156.6% 9.9%

SAIL 19,742 LP 39.4%
Source: Company, News Article, Industry Report, Ashika Research

Realisation (Rs / tonne)
Company Q1FY22 YoY (%) QoQ (%)

Tata Steel 72,493 64.3% 13.0%

JSW Steel 71,909 95.6% 19.7%

JSPL 64,501 63.3% 18.1%

SAIL 62,047 53.1% 15.8%
Source: Company, News Article, Industry Report, Ashika Research

Pharmaceuticals Sector
Indian Pharma’s performance significantly improved 
during the quarter due to domestic growth across the 
board on the back of Covid portfolio and spike in patient 
footfall at the hospitals, while its being offset by decline 
in the US amid lack of meaningful launches and logistics 
disruptions. Similarly, API was under pressure for the 

whole quarter due to higher base on a relative basis 
and disruption in supply for KSMs despite ‘China+One’ 
factor. Indian formulations improved as acute therapies 
segment reported an impressive performance with 
chronic therapies also staging a double-digit growth 
along with traction from Covid product sales. On the 
other hand, performance in the US markets for most of 
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the companies was impacted by a steep price erosion in 
US markets due to heightened competitive pressures. The 
management commentaries from the select companies 
suggested that the heightened price erosion in the US 
markets is expected to stay in the near term and would 
be a key point to watch out for. On the margins front, 
EBITDA margins remain flat due to lower margins 
in Covid portfolio and pricing pressure in US. Lower 
employee expenses and promotional activities along with 
cost rationalisation efforts kept the margins steady this 
quarter.

Indian pharmaceutical companies are better-placed to 
harness opportunities and post healthy growth going 
ahead. Going ahead, improving growth prospects in key 
regulated markets including US, increasing preference for 
specialty / complex generics and injectables, revival in the 
IPM which is expected to stage a double-digit growth in 
FY22 and emerging opportunities in the API space would 
be key growth drivers. Margin expansion will largely 
depend on better revenue mixes, internal cost efficiencies 
and companies’ ability to backward integrate.

US and Domestic sales growth trend (%)

Source: Company, Industry Report

-20.0 

-10.0 

0.0 

10.0 

20.0 

30.0 

40.0 

50.0 

Q
1F

Y2
0 

Q
2F

Y2
0 

Q
3F

Y2
0 

Q
4F

Y2
0 

Q
1F

Y2
1 

Q
2F

Y2
1 

Q
3F

Y2
1 

Q
4F

Y2
1 

Q
1F

Y2
2 

US sales growth (YoY %) 
Domestic Formulation sales growth (YoY %) 

US Business Growth (%)

Source: Company, Ashika Research

31
.1

 

9.
6 

6.
1 

1.
7 

0.
6 

-9
.0

 

-1
0.

6 

-1
3.

7 

-2
8.

7 

-3
8.

1 

-50 
-40 
-30 
-20 
-10 

0 
10 
20 
30 
40 

S
un

 P
ha

rm
a 

Lu
pi

n 

G
le

nm
ar

k 

C
ip

la
 

D
r R

ed
dy

's
 

A
lk

em
 

C
ad

ila
 

A
ur

ob
in

do
 

To
rr

en
t 

A
le

m
bi

c 

Domestic Formulation Business Growth (%)

Source: Company, Ashika Research

69
.3

 

68
.5

 

65
.0

 

63
.6

 

57
.2

 

57
.1

 

38
.5

 

27
.3

 

25
.2

 

18
.2

 
0.0 

10.0 

20.0 

30.0 

40.0 

50.0 

60.0 

70.0 

80.0 

D
r R

ed
dy

's
 

C
ip

la
 

A
lk

em
 

C
ad

ila
 

A
le

m
bi

c 

G
le

nm
ar

k 

S
un

 P
ha

rm
a 

Lu
pi

n 

Ip
ca

 

To
rr

en
t 

API Business Growth (%)

Source: Company, Industry Report

64
.1

 

29
.0

 

5.
7 

4.
1 

3.
5 

-5
.8

 

-7
.0

 

-1
1.

8 

-1
9.

3 

-3
9.

9 

-5
7.

2 

-80 

-60 

-40 

-20 

0 

20 

40 

60 

80 

C
ip

la
 

G
le

nm
ar

k 

A
le

m
bi

c 

A
ur

ob
in

do
 

C
ad

ila
 

D
iv

i's
 L

ab
 

S
un

 P
ha

rm
a 

D
r R

ed
dy

's
 

Ip
ca

 L
ab

s 

Lu
pi

n 

N
at

co
 



72September 2021 INSIGHT

Pharmaceuticals Companies
Company (Rs Cr) Net 

Sales
YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

Sun Pharmaceutical Industries Ltd. 9719 28% 14% 2741 55% 34% 28% 1409 LP 66% 14%

Aurobindo Pharma Ltd. 5702 -4% -5% 1209 -4% -5% 21% 779 -2% -4% 14%

Cipla Ltd. 5504 27% 19% 1346 28% 69% 24% 712 25% 71% 13%

Dr. Reddy's Laboratories Ltd. 4945 12% 4% 735 -34% -30% 15% 364 -38% -33% 7%

Lupin Ltd. 4270 21% 13% 928 90% 31% 22% 548 407% 18% 13%

Cadila Healthcare Ltd. 4025 15% 5% 933 18% 9% 23% 636 35% -13% 16%

Glenmark Pharmaceuticals Ltd. 2965 26% 4% 574 20% 10% 19% 307 21% 31% 10%

Alkem Laboratories Ltd. 2731 37% 25% 593 14% 104% 22% 480 13% 93% 18%

Torrent Pharmaceuticals Ltd. 2134 4% 10% 677 2% 16% 32% 330 3% 2% 15%

Divi's Laboratories Ltd. 1961 13% 10% 852 22% 19% 43% 557 13% 11% 28%

Biocon Ltd. 1761 4% -4% 389 -6% -11% 22% 165 -4% -55% 9%

Ipca Laboratories Ltd. 1566 2% 40% 417 -29% 82% 27% 309 -31% 89% 20%

Alembic Pharmaceuticals Ltd. 1326 -1% 4% 236 -42% -31% 18% 148 -49% -38% 11%

Laurus Labs Ltd. 1279 31% -9% 395 42% -16% 31% 242 41% -19% 19%

Abbott India Ltd. 1218 14% 11% 265 14% 29% 22% 196 9% 28% 16%

Gland Pharma Ltd. 1154 31% 30% 436 6% 33% 38% 351 12% 35% 30%

Glaxosmithkline Pharmaceuticals Ltd. 790 22% -3% 152 33% -11% 19% 121 9% 745% 15%

Sanofi India Ltd. 789 11% 9% 247 39% 30% 31% 178 31% 22% 23%

Pfizer Ltd. 749 46% 40% 286 53% 127% 38% 200 61% 99% 27%

Ajanta Pharma Ltd. 748 12% -1% 220 -1% -15% 29% 174 18% 9% 23%

JB Chemicals & Pharmaceuticals Ltd. 606 16% 15% 164 5% 32% 27% 119 0% 18% 20%

Syngene International Ltd. 595 41% -10% 150 20% -29% 25% 77 33% -52% 13%

Natco Pharma Ltd. 410 -27% 24% 110 -36% 44% 27% 75 -39% 42% 18%

Suven Pharmaceuticals Ltd. 264 11% 2% 115 3% 22% 43% 81 0% 26% 31%

Total 57210 16% 9% 14168 14% 17% 25% 8556 110% 16% 15%

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

Telecom Sector
Even as Covid ‐2nd wave disrupted operations, both 
BHARTI and JIO, tried to maintain even keel, successfully 
navigating the operational/logistical challenges. During 
the quarter Jio added 14.4 mn wireless subscriber QoQ 
to reach 440.6 million. Airtel’s overall subscriber base 
was largely flattish QoQ at 321.1 mn while vodafone 
Idea overall subscriber base declined by 12.4 million to 
255.4 mn, clearly showing the impact of overall stress 
and second wave. In terms of 4G subs additions, Airtel 
witnessed strong 4G net adds of ~5.1 mn during the 
quarter, with 4G data subscriber base at 184.4 mn. 
Vodafone Idea saw 4G subscriber decline of 1 mn QoQ 

to 112.9 mn. On the ARPU front, while JIO reported QoQ 
flat ARPU at Rs. 138, Bharti’s ARPU improved to Rs. 146 
(from Rs. 145 in Q4FY21). In addition, Bharti has tweaked 
its certain pre‐paid and post‐paid offering, as step 
towards improvement in ARPU, where the impact would 
be apparent in coming quarters. Data consumption per 
subscriber, for both companies improved by 16‐17% QoQ 
, primarily on continued requirement from work from 
home. vodafone Idea reported 2.7% QoQ decline, on a 
low base VI’s precarious balance sheet has constrained 
investments in the network, resulting in market share 
loss for the company.
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Total subscribers (crore)
Apr-

21
Mar-

ket 
Share 

(%)

May-
21

Mar-
ket 

Share 
(%)

Jun-
21

Mar-
ket 

Share 
(%)

Bharti 35.3 29.8% 34.8 29.6% 35.2 29.8%

Vodafone 
Idea

28.2 23.8% 27.8 23.6% 27.3 23.1%

Reliance Jio 42.8 36.2% 43.1 36.6% 43.7 37.0%

Industry 118.3 117.7 118.1
Source: TRAI

Operator-wise ARPU (Rs.)

Source: Company, News Article, Ashika Research
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Telecom Companies
Company (Rs Cr) Net 

Sales
YoY
%

QoQ
%

Operating
Profit

YoY
%

QoQ
%

OPM
%

Net 
Profit

YoY
%

QoQ
%

NPM
%

Bharti Airtel Ltd. 26854 15% 4% 12980 31% 5% 48% 447 LP -55% 2%

Vodafone Idea Ltd. 9152 -14% -5% 3708 -10% -16% 41% -7320 Loss Loss -80%

Tata Communications Ltd. 4103 -7% 1% 986 -5% -3% 24% 298 15% 0% 7%

Mahanagar Telephone Nigam Ltd. 301 -18% -5% -86 PL Loss -29% -689 Loss Loss -229%

Tata Teleservices (Maharashtra) Ltd. 268 10% 1% 117 -1% -6% 44% -318 Loss Loss -119%

Reliance Communications Ltd. 149 -30% -16% -31 Loss PL -21% -1612 Loss Loss -1082%

Total 40827 4% 2% 17673 17% -1% 43% -9195 Loss Loss -23%

Source: AceEquity,     PL-Profit to Loss and LP=Loss to Profit
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Technical view 
Benchmark Indices Nifty and Sensex past month touched 
all time highs of 16712 and 56198 respectively.  Both 
the Indices ended the month on a strong note with a 
gain of over 5%. However, a clear divergence in trend 
was noticed in the performance of large-cap, mid-cap 
and small-cap companies. The midcap and small cap 
underperformed the benchmark and ended the month 
with a decline of 0.4% and 4.9% respectively. Global stock 
market also witnessed profit taking after the Federal 
Reserve’s July policy meeting minutes showed plans to 
reduce the central bank’s monetary support late this 
year. The minutes showed plans to consider reducing the 
central bank’s monthly asset purchases of $120 billion 
in Treasury’s and mortgage-backed 
securities, likely by the end of the 
year. However, a lot depends on 
the pace of US economic recovery 
and how the world handles delta 
and other newer variants. Buoyed 
by fears that the Delta coronavirus 
variant could delay the global 
economic recovery also weakened 
the sentiments of the global markets. 
On the domestic front Monetary 
Policy committee (MPC) maintained 
status quo and kept interest rate 
unchanged. However, CPI inflation 
forecast for FY2021-22 being revised 
to 5.7% from earlier 5.1% may have 
its repercussions. Meanwhile India’s 
manufacturing witnessed strong 
growth the Index of Industrial 
Production (IIP) grew at 5.7% month-
on-month and 13.6% year-on-year 

on the back of recovering demand conditions, reducing 
fresh corona virus cases, mass vaccinations and easing 
of local restrictions. Foreign portfolio investors (FPIs) 
though remained net buyers in Indian equities worth Rs 
5001 crore in Aug so far, according to data available with 
NSDL which is comparison to the previous year seems 
minuscule, when they bought equities worth Rs 47080 
crore. Hence culmination of all this factors had been 
denting the market sentiment. However, amidst all the 
pessimism US crude oil prices are presently at $65 as 
new lockdowns in countries facing surging cases of the 
COVID-19 Delta variant dampened the outlook for fuel 
demand.   

Technical Observation
During the month Benchmark Index 
has broken out of the two month long 
consolidation period and managed 
to close above the 16500 level which 
was backed by few heavy weights and 
without broader market participation. 
Nifty scaled a fresh all-time high of 
16701. However, profit booking from 
16700 levels dragged index lower. 
On the contrary, Mid caps and Small 
caps witnessed correction during 
last month. The daily price action 
resembles a dark cloud cover candle, 
indicating profit booking at higher 
levels and hence once again the Index 
has entered into the consolidation 
phase. However structurally the 
formation of higher peak and trough 
on the larger degree chart continues 

Structurally the 
formation of higher 
peak and trough on 
the larger degree 
chart continues to 
remain unabated 
with an elevated 
support base at 
16100 as it happens 
to be the Positive gap 
recorded on August 
4 (16131-16176).
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to remain unabated with an elevated support base at 
16100 as it happens to be the Positive gap recorded on 
August 4 (16131-16176). Interesting to note Breadth among 
Nifty  stocks is showing a strong negative divergence. 
The % of Nifty stock above 50 DMA is currently at 56% 
vs the 80% in Feb 2021. Historically such divergence 
has been followed by a larger degree correction in the 
market. Similar pattern was observed in 2018, 2019 ,2020 
and Feb 2021. Though on technical parlance market has 
provided the necessary breakout, the two month long 
consolidation had a range of about 265 points but volumes 
are not confirming the breakout. volumes in Nifty future 
index have been on a steady decline since March 2021, a 
decline for the last few months hence is not confirming 
the uptrend in price.

Nifty after registering the fresh life high of 16700, witness 
some profit booking on the last week of the expiry. In 
this process, many stocks from Metal, Pharma Mid and 
Small cap space witnessed deeper correction. This could 
be an indication of early trend reversal signal. Only 
Defensive stocks closed with healthy gains. Bearish Dark 
cloud cover developed on daily chart, also indicates of 
a possible trend reversal in the near term. As per the 
classical technical analysis the upward sloping trendline 
since the month July21 has been breached indicating of a 
short term weakness in the market, the same price action 
can also be seen in Midcap and Small Index can also be 
seen. However the correction in the midcap and small 
cap were of a much deeper nature as a longer duration 
trendline i.e. a trendline of 1.5 year old is breached which 
indicates the severity of the situation. The above evidence 
shows early sign of red flag, but considering that the Nifty 
has not formed a lower top, lower bottom formation yet, 
these signs are not reliable. Presently Nifty is sustaining 
below the upward trendline drawn from the March 2020 
lows. Unless the index trades decisively above the rising 
trendline the Index will consolidate further. The long 
45-degree trendline is also acting as a resistance presently 
at around 16850 and inability scale past the said resistance 
level might invite selling pressure in the market and 
re-test the breakout level of 15900-15950.   Though it 
is not advisable to go against the trend but it would be 
advisable to keep booking timely profits in the rally. 

The indecisive and conflicting moves have become the 
order of the day and indecisive candles at record high 

followed by negative divergence has resulted in with 
sharp correction. In the past 2-months  consolidation 
process 50DMA acted as an important support, 
benchmark index has witnessed pull back from the 
50DMA support. Currently Nifty is trading just above 
the midpoint of the consolidation zone which might act 
positively for the market and open the gates for a sharper 
upmove. Presently support for Nifty is placed around 
the levels of 16200-16400  as it is the confluence of the 
150% and 161.8% extended retracement of the entire 
last six months corrective decline (14151-15432) and the 
price parity with wave 1 (14151-15044) as projected from 
the recent trough of 15450 i.e. start of wave 5 coinciding 
around 16350 levels.  Hence the elevated support level 
for the market is marked around 16000-16200, as it is 
confluence of 61.8% retracement of the preceding months 
up move (15513-16701) and the rising 50EMA placed at 
15945. However, such a breather would make market 
healthy and eventually pave the way to head towards 
16900-17100 in coming month as it is 278.2% extension of 
mid-June rally (15450-15962).

On the oscillator front the negative divergence in leading 
indicators in weekly time frame is a cause of concern 
for now. RSI is presently sustaining comfortably above 
the 60 zone. The Index is moving with an elevated 
tops and bottom while RSI is moving in lower tops and 
bottoms, which is a class B divergence and has medium 
bearish implications. Even the much broader index, 
Nifty 500 and Nifty Midcap 100 index has confirmed 
negative divergence with a bearish implication. On 
the daily time frame Nifty 14-period RSI has exited the 
overbought zone but there is no negative divergence on 
it, which indicates that this could be the normal running 
correction in overall bullish trend. However, Negative 
divergence is observed on the +DMI indicates momentum 
in the current uptrend is deteriorating. Hence it can be 
expected that Nifty is likely to undergo healthy breather 
in 16100-16300 range. Key point to highlight is that the 
Nifty has rallied ~1200 points over past three weeks 
that hauled weekly stochastic oscillator in overbought 
territory (placed at 90), indicating couple of days breather 
from here on cannot be ruled out

The volatility index (India vIX) increased by 4.6% from 
12.94 to 13.54 levels in Aug series. Volatility has been 
gradually increasing which lead the Index to trade 
volatile at the later part of the month. However, the Index 
continues to remain at demote low hence one need to 
be cautious as when low volatility stays for a longer time 
indicates that higher volatility might follow due to the 
cyclical nature of volatility. An uptick would be the first 
sign of caution for the market. Low volatility depicts 
neglected behavior of the market participants and option 
premiums too are not attractive which ultimately forms 
the market top and indicates of an upcoming volatile days.

Nifty Elliot Wave count since March 2020 unfolds into a 
5 wave impulse pattern and is currently trading in the 
last leg of the wave 3 upmove and the projected target 
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based on the Elliot principle comes 
around 16900-17050 levels. Wave 4 can 
unshackle into a deeper correction 
(min.23.6% retracement of wave 3 
and the shorter duration of wave 
2, alternative principle) towards 
14800-15200 in the next forthcoming 
months. However the present bearish 
wave count might be negated if Nifty 
provide a decisive close above 17250 
levels. 

Nifty Index closed the Aug series with 
the gain of 5.44% on expiry to expiry 
basis. Put Call Ratio based on Open 
Interest of Nifty started the series 
at 1.09, it moved in a range between 
1.08 to 1.73 during the series due to 
heavy Put writing at lower strike price 
and settled the series near to 1.16 
levels reflecting increasing volatility 
. On option front, Nifty continued to 
display strength with Call writers 
moving to the uncharted zone of 16800-17000 strikes. 
The highest Call option base for the Sept series is seen 
at the 17000 Call strike, indicating major resistance on 
upsides. Combine weekly and monthly expiry holds more 
than 137 lakhs share OI in 16500 strike followed by 16700 
with 134 lakhs share. Maximum put open interest is at 
16600 followed by 16000 strike. Hence looking at the data 

there seems that traders are long on 
volatility and an abrupt price action 
can be seen here onward. Considering 
the distribution of option OI data a 
possible Long Straddle strategy are 
being initiated before the Jackson 
Hole Summit and the G7 meeting 
discussing the crisis in Afghanistan, 
where  the underlying is expected 
to show large movements in either 
direction i.e. upside or downside. 

Nifty futures has witnessed a rollover 
of 84%, marginally higher than its 
quarterly average of 81%. Open 
interest of Nifty future was 155 lakh 
shares against 115 lakh shares on 
the expiry day of the July series. 
The total open positions in Nifty is 
at an elevated level going into the 
Sept series. Hence it seems that 
trades have carried more of their 
long position in the Sept series and 

likely shortening the odds on the Nifty touching new 
high. Market wide rollovers in the Sept series are slightly 
lower in terms of the total number of open interest 
vis-à-vis last 3-month average, indicating of an upcoming 
decisiveness in the market and the lack of broader market 
participation might continue. Hence it can be expected 
that Nifty might witness another bout of volatility. 

To sum up we continue to maintain a positive stance 
in Nifty and expect the Index to gradually head higher 
towards 16900-17100. However, quick bouts of volatility in 
the forthcoming month cannot be ruled out as investors 
are eyeing the Federal Reserve’s annual central banking 
event in Jackson Hole focused on central bankers 
plans for tapering monetary stimulus. The Fed has 
started discussions to pull back its $120 billion a month 

bond-buying program by the end of this year. Thus, a 
temporary breather from here on should be capitalised on 
to accumulate quality stocks to ride a move toward 16900-
17100 as it happens to be the 278.2% extension of mid-June 
rally (15450-15962). Support is likely to be garnered from 50 
days EMA also coinciding with the Positive gap recorded 
on August 4 (16131-16176).
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The projected target 
based on the Elliot 
principle comes 
around 16900-17050 
levels. Wave 4 can 
unshackle into a 
deeper correction 
towards 14800-
15200, however the 
present bearish 
wave count might 
be negated if Nifty 
provide a decisive 
close above 17250 
levels.
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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

• Dhanush (Mobile App & Web 
base) 
• Online Equity, Derivative, 

Currency and Commodity 
Trading Facility

• DhanushMF (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. Nand Kishore Jajoo  
(Head - DP & KYC) 
Mobile: +91 90070 66028
Email: nkjajoo@ashikagroup.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



79 September 2021INSIGHT

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.



80September 2021 INSIGHT

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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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). 

An inquiry based curriculum for computers education at Binary Story
We’re excited to share that our curriculum is being well received by children across grades 1 to 10. The most challeng-
ing part while working on the curriculum for students with no access to computers is how do develop a syllabus where 
you can learn the tech and non-tech 21st century skills that are most relevant for the future of our children. However 
our curriculum frame work is spiral and based on inquiry and experiential learning.  This gives scope for an immersive 
learning experience for both the teachers and students. 

Our 6th and 7th grade students came up with questions like Why only rocket fly in the space and why don’t aeroplane 
fly to the space? and we have more than hundreds of such questions. Meanwhile our secondary students are mapping 
how technology has evolved in time through group discussion and gathering information before deep diving into 
technical aspects of computer education. While our primary students are building simple machine to learn them. This 
has been one of our more satisfying and learning experience we are having at Binary Story. We want to reach out to 
more students and teachers to adapt this learning modules that are in line with the new Education Policy (NEP 2020).

Inviting people to come and be part of our learning experience. 
Last week we had Shalini Singh, an independent consultant and coach attend our session. She had a great time, who 
said that the children have great attendance and participation in the learning.

We are inviting more tech enthusiasts to come and experience our leaning sessions.  covering a wide range of topics 
according to the level of understanding, as per the age of the students.

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 

If you are interested to join one of the sessions to experience our way of learning, feel free to reach out to our founder, 
Rinsa at +91 8451856662 or write to us at info@gyanada.org
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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: insight@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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