
Aptus VAlue Housing FinAnce ltd. | BirlAsoFt ltd.  
HimAtsingkA seide ltd.

Market Overview                                          
Prominent Headlines 
Q&A with Fund Manager
Mutual Fund Overview                                                        

Stock Picks                                
Monthly Insight Performance                 
Sector Outlook - Textile

Corporate Management Concall
Economy Review                                          
Startup Corner                         

PLI scheme
Technical View                                             
World Economic Event Calendar     

October 2021

insight

PLI Booster

Q&A with Fund MAnAger 
Mr. gopal Agrawal, 

Senior Fund Manager,  
HDFC Mutual Fund



2October 2021 INSIGHT

INSIDE  
THIS ISSUE

Market
overview1

30 Sector -
Textile

48 PLI
scheme

Startup
corner 47

Monthly
insight  
performance 26

Technical
view 5217 Stock Picks

•  Aptus Value Housing 
Finance Ltd.

•  Birlasoft Ltd.
•  Himatsingka Seide Ltd.

8 Q&A with  
Mr. Gopal Agrawal, Senior 
Fund Manager, HDFC 
Mutual Fund

Prominent 
headlines  
September 2021 6prominent

headlines

Mutual
fund overview 12

Corporate
Management 
Concall 35

42 Economy
Review

55 World
economic calendar



1 October 2021INSIGHT

Market
Overview

While few have doubts over the long-term 
sustenance of Indian equity markets, for the 
short-term markets could have gone ahead of 
earnings growth, believes few, at least in some 
pockets. 

Nevertheless, India remains as 
one of the top destinations for 
foreign investors when it comes to 
parking funds and there are quite a 
few zones where there is visibility 
now whether be spaces created 
on account of China plus strategy 
or pandemic fueled demand in IT 
sector or inherent strength for real 
estate sector. There are clearly no 
dearth of ideas and acknowledged 
by the equity markets beforehand, 
clearly suggesting that the economy 
is gaining grounds. In fact, in latest 

updates, S&P Global Ratings has 
lowered forecasts for Asia Pacific to 
6.7% this year (from 7.5% earlier) and 
for China by 30 basis points to 8% 
(citing rising near-term uncertainty 
due to policy actions and imminent 
default fears of real estate firm 
Evergrande). On the contrary, the 
international rating agency opined 
that there were indications of a 
strong rebound in economic activity 
in India after the second wave of 
the pandemic waned and thus 
maintained its FY22 growth forecast 

at 9.5%. This is a big statement and 
other rating agencies like ICRA has 
also upgraded India’s GDP estimates 
to 9% from 8.5% earlier on widening 
vaccine coverage and hence revival in 
services sector ahead together with 
robust kharif harvest (which is likely 
to sustain the consumption demand 
from the farm sector) and expected 
acceleration in central government 
spending ahead (after the withdrawal 
of the earlier cash management 
guidelines). In fact, economic 
indicators for the month of August 
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based on Mint’s monthly macro 
tracker, suggests the best reading not 
only since the pandemic began, but 
in nearly two-and-a-half years. Of 
sixteen high-frequency indicators, 
eight remained in green or in other 
words, above their five-year average 
trend. A quicker recovery is on 
account of prevalence of antibodies, 
expansion in vaccination coverage 
as well as revival in demand fueled 
by easy monetary policies. The 
recovery in economic indicators 
was led by the consumer facing 
economy with uptick in tractor sales, 
passenger vehicle sales albeit vehicle 
registrations (a proxy for retail 
sales) declined 7.6%. There has been 
a pickup in domestic air travel as 
well and since there hasn’t been an 
impact of third wave so far, services 
PMI was at an 18-month high. With 
reopening of theatres & multiplexes 
in Maharashtra (which account for 
30% of box office revenues), there 
would be further pickup in services 
PMI ahead. However, in the midst of 
all optimism, there have been niggles 
as well and particularly they are from 
higher retail inflation levels. Although 

the recent print has been steady, 
but there are upside risks from low 
base as well as higher fuel prices 
and steep rise in global freight costs. 
Although the Reserve Bank of India’s 
(RBI) would likely continue with its 
accommodative policy stance, with 
more prevalence to demand drivers. 
Besides, RBI has maintained that 
inflation is transitory and is a product 
of supply side pressures, in line 
with views of other central banks. 
Thus, experts believe RBI is likely to 
keep its accommodative stance until 
inflation is driven by demand rather 
than supply side pressures. However, 
the demand drivers are somewhat 
misleading as suggested by the mint 
macro tracker since the indicators 
such as CPI, core CPI, real wage 
growth and labor force participation 
rate continues to remain below their 
five-year average trend. The Mint 
tracker suggests that rural wages 
declined 1.1% in real terms over the 
two-year-ago period, raising worries 
that incomes and consumption could 
stay under stress for some time. 

There are further indications of a 
broad base economic recovery as 
the Govt. has announced of cutting 
down gross borrowing target for the 
fiscal year and announced that it will 
absorb Rs 1.59 trillion of additional 
borrowing for tax compensation 
to states within its annual target. 
This, in effect, reduces the annual 
gross borrowing target to Rs 10.46 
trillion for the year to 31 March from 
the budgeted Rs 12.05 trillion. The 
optimistic picture painted is on the 
back of robust tax collections, even 
then experts like Madan Sabnavis 
(Care Ratings’ chief economist) 
believes that Govt. is making heroic 
assumptions about disinvestment 
and non-tax revenue even as telecom 
fee deferments will impact revenue 
collections. Kumar Sinha, principal 
economist at India Ratings further 
expects fiscal deficit to be 6.6% of 
GDP against 6.8% of GDP, although he 
believes “disinvestment is the joker 
in the pack”. There’s no denial that 
tax collections have been robust with 
growth of 17% in the Centre’s gross 
tax collections so far in FY22, relative 
to the pre-covid period. Gross direct 
tax receipts in the first half of the 

current fiscal jumped 47% from a 
year earlier to Rs 6.46 trillion. The 
higher tax collections are reflective 
recovery in the economic growth 
and waning impact of the pandemic. 
Even total advance tax collection 
in the July-September quarter 
stood at Rs 1.72 trillion, up 51% over 
the corresponding period in FY21. 
Advance tax collection for the top 20 
companies shows optimistic picture 
during the second quarter of FY22 
with reported growth of 47% yoy to 
Rs 27,210 cr suggesting sustenance 
of pickup in economic activities. The 
huge surge in collections is being 
attributed to hefty payments made 
by Tata Steel, Oil and Natural Gas 
Corporation (ONGC), and lenders. As 
per officials, the increase in payment 
of the first instalment of advance 
tax was because of a lower base, but 
the surge in the second instalment 
further demonstrates that the growth 
and earnings of companies have 
not been impacted much due to 
the outbreak of the second wave of 
Covid-19. 

There’s no denial 
that tax collections 
have been robust 
with growth of 17% 
in the Centre’s gross 
tax collections so 
far in FY22, relative 
to the pre-covid 
period. Gross 
direct tax receipts 
in the first half of 
the current fiscal 
jumped 47% from 
a year earlier to 
Rs 6.46 trillion. 
The higher tax 
collections are 
reflective recovery 
in the economic 
growth and waning 
impact of the 
pandemic.

The recovery in 
economic indicators 
was led by the 
consumer facing 
economy with 
uptick in tractor 
sales, passenger 
vehicle sales albeit 
vehicle registrations 
(a proxy for retail 
sales) declined 7.6%. 
There has been a 
pickup in domestic 
air travel as well and 
since there hasn’t 
been an impact of 
third wave so far, 
services PMI was at 
an 18-month high.
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Companies Advance 
tax (Rs 

cr)

% YoY

Tata Steel 4,000 3900%
ONGC 2,250 662%
PNB 313 124%
P&G 62 68%
Canara Bank 850 42%
Hero MotoCorp 250 41%
ICICI Bank 1,600 33%
TCS 2,330 32%
SBI 3,834 29%
Tech Mahindra 430 22%
NTPC 960 21%
LIC 3,171 13%
Maruti Suzuki 340 13%
Source: Media Articles

Globally, US Fed tapering together 
with ECB could pose challenges 
for emerging markets like India, 

although India’s external accounts 
unlike 2013 are in a much stronger 
position. Equity markets around 
the world rejoiced after FOMC 
meet verdict albeit US Fed chair 
highlighted that tapering will be 
a reality on all probabilities post 
November meet. Besides, half of 
members expect at least one rate 
hike in 2022, and another six between 
2023 and 2024. Although, Fed 
Chairman clearly stated that raising 
rates will only happen after full 
tapering by 2022 and is dependent on 
the evolving employment situation 
while inflation is expected to be 
above 2% mark and stay elevated 
which has been blamed on supply 
constraints. Investors also rejoiced 
the fact that the Evergrande problem 
will be confined to China only and 
is unlikely to lead to a contagion 
which will affect global markets. 
China’s central bank already infused 
liquidity in the banking system to 
the tune of $18.55 billion, however 
the situation is still on a wait and 
watch mode. After all, the crisis was 
a fallout of the ‘three red lines’ policy 
of August last year when the Chinese 
central bank tightened borrowing 
caps for developers who failed to 
meet three financial benchmarks 
with an intention to deleverage the 
property sector. Evergrande which 
had accumulated huge debt to fund 
its meteoric expansion was in breach 
of all three conditions last year. 
Even if the crisis is contained within 
China, experts believe that would 
affect China’s demand and economic 
growth and that is not good news for 
world economy and global recovery. 
In short, investors around the globe 
believe in US Fed to taper and further 
raise rates in such a way not to harm 

economic recovery or affect real 
interest rates. S&P Global Ratings 
has also warned against faster-
than-expected tapering which could 
cause capital flow risks as monetary 
policy in India remains highly 
accommodative with real interest 
rates in negative territory. Besides, 
the chances of inclusion of Indian 
bonds in global bond indices could 
result in significant fund inflows to 
domestic debt markets particularly 
to Govt. securities. This could create 
downward momentum on yields 
and thus the conviction in long term 
sustenance of equity as the most 
attractive asset class would prevail.

Research Desk
Email - research@ashikagroup.com
Phone: +91 33 4010 2500

In short, investors 
around the globe 
believe in US 
Fed to taper and 
further raise rates 
in such a way not 
to harm economic 
recovery or affect 
real interest rates. 
S&P Global Ratings 
has also warned 
against faster than 
expected tapering 
which could cause 
capital flow risks 
as monetary 
policy in India 
remains highly 
accommodative with 
real interest rates in 
negative territory.

Equity markets 
around the world 
rejoiced after 
FOMC meet verdict 
albeit US Fed chair 
highlighted that 
tapering will be 
a reality on all 
probabilities post 
November meet. 
Besides, half of 
members expect at 
least one rate hike 
in 2022, and another 
six between 2023 
and 2024.
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FDI, I believe, is 

the key to India’s 

aspiration to be a 

$5 trillion economy and 

I think that is eminently 

doable. I am certainly a 

very big proponent of 

India and what can be 

accomplished…  Punit 
Renjen, CEO, Deloitte

Work from home 

and stay at 

home have 

created good demand 

for durables, as leisure 

travel is restricted so 

certain section of con-

sumers are spending on 

upgrading consumer 

durables… DeePak 
Bansal, Vice President 

(Corporate Planning), Lg 

India

Telecom reforms 

will spur growth, 

and have paved 

the way for all players to 

come together and work 

as a team to unleash 

India’s telecom dream…

sunil Mittal Chair-

man, Bharti Airtel

As we recover, we 

must deal with 

the legacies of 

the crisis and create 

conditions for strong, 

inclusive and sustainable 

growth…shaktikanta 
Das, Governor, RBI

The telecom sector 

is one the prime 

movers of the 

economy and the key 

enabler for making India 

a digital society, and I 

welcome the govern-

ment’s announcement 

of reforms and relief 

measures… Mukesh 
aMBani, Chairman, 

Reliance

Once we have an 

understanding 

and acceptance, 

that it (crypto) is an asset 

(not a currency), then it 

becomes relatively little 

easier to have regulation 

around it… R. GanDhi, 
Former Deputy Governor, 

RBI

India is poised for 

stronger growth from 

structural reforms, 

government’s capex 

push and rapid inocula-

tion…. kRishnaMuRthy 
suBRaManian, Chief 

Economic Adviser

Even though a lot of 

people are calling 

for a mild correc-

tion, we think the odds 

are much higher that the 

decline will be a deep 

one… Matt Maley 

Chief Market Strategist, 

Miller Tabak + Co

Investors just should 

be prepared for the 

fact that returns are 

much more likely to be 

muted over the next five 

years than what we’ve 

really benefited and 

enjoyed over the last 

five… jiM McDOnalD, 
Chief investment Strate-

gist, Northern Trust Bank

Rapid economic 

growth sustained 

over long periods 

of time has never hap-

pened with just equity 

markets financing that 

growth, it has eventually 

happened with debt 

capital, a lot of it coming 

from banks…sanjeev 
sanyal, Principal 

Economic Advisor

Enabling women 

with economic 

opportunities 

improve not just their 

lives but that of their 

families and indeed the 

whole community. In 

fact, studies show that 

just providing women 

parity in the labour 

workforce can grow 

India’s GDP by 27%...

Bhavish aGGaRwal, 
Co-Founder, OLA

Prominent 
headlines 
september 2021
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One of the main 

positives is that 

the economy has 

actually bottomed out. And 

the formal sector may be 

getting back to pre-pan-

demic levels by the end of 

this year, it will be different 

for different sectors... MOn-
tek sinGh ahluwalia, 
Former Deputy Chairman, 

Planning Commission

As we recover, we 

must deal with 

the legacies of the 

crisis and create conditions 

for strong, inclusive and 

sustainable growth…shak-
tikanta Das, Governor, 

RBI

If the crisis in 2001 was 

the bursting of the 

dot-com bubble, and in 

2007 the bursting of the 

housing bubble, and if in 

2020 the crisis was the 

pandemic, we now have 

to collectively confront 

and manage the crisis of 

climate change….GautaM 
aDani, Chairman, Adani 

Group

We are definitely 

not at the end 

stage of the bull 

market. One has to be a 

little careful now but there 

is no need to be extraordi-

narily cautious because it 

still got legs. There might 

be some big correction, 

crash and all that is part 

and parcel. You cannot 

rule that out but it is not 

going to be a bear market…

shankaR shaRMa, 
Vice-Chairman & Joint MD, 

First Global. 

As China lets people 

go bankrupt to 

clean up their debt 

situation, it is going to 

cause pain but we all need 

it.. jiM ROGeRs, Invest-

ment Guru

We are at that 

kind of a tipping 

point as a coun-

try. The long term blue sky 

picture of India is one of a 

decade of high single digit 

growth which is feeding 

into this optimism, …Sunil 
suBRaManiaM, MD & 

CEO, Sundaram Mutual 

Fund.

This market so far has 

moved primarily on 

PE expansion. One 

cannot say earnings have 

expanded except metal 

companies but primarily on 

PE expansion the question 

is will that get mashed up 

by the actual consumption 

growth in the next three 

months….ajay sRivas-
tava, CEO, Dimensions 

Corporate.

The delta variant 

and some moder-

ation in inflation 

should allow the Fed to be 

patient in tapering, with 

an announcement likely in 

November or December, 

depending on the eco-

nomic data. The liftoff in 

short-term interest rates is 

still a long way off…sCOtt 
BROwn, Chief Economist, 

Raymond James Financial

There is scope for 
improvement in the 
functioning of IBC. 
There is perhaps need 
for legislative amend-
ments. The time taken 
to admit a case needs 
to be reduced by sim-
plifying procedures….. 
shaktikanta Das, 
RBI governor

India is emerging from 
the image of being a 
big defence importer. 
Whatever we needed 
for defence, we used 
to import. India is now 
moving towards mak-
ing a new identity of 
an important defence 
exporter of the world…  
naRenDRa MODi, 
Prime Minister
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Investors around the world seemed to have looked 
beyond tapering issues which is also reflected in low 
volatility. What according to you could be the key risks 
to watch out for?

Market is buoyed by better than expected earnings 
growth in FY21 and meeting the higher expectations in 
Q1FY22. It is also supported by very high liquidity in the 
system and decadal low fixed deposit rate, almost flat 
gold prices in last 15 months and covid vaccination.  The 
biggest risks according to me are meeting high earnings 
growth and continuous high liquidity which can be 
impacted with actual FED tapering.

The new Covid-19 cases in India have plateaued over the 
past couple of months and restrictions 
have been eased to a large extent in 
majority of States. However, number 
of cases in Kerala remains high and 
there is risk of it spreading to other 
parts of country. The economic 
impact of 2nd wave has been relatively 
lower than the first wave and 
many economic activity indicators 
have quickly bounced back to pre-
pandemic levels. Agriculture and allied 
sectors also remained resilient with 
kharif sowing largely in line with last 
year. Further, outlook on external 
sector also appears positive with 
robust exports, comfortable capital 
flows and large forex reserves.

While there is still stress in select 
pockets especially in service sectors, 

the easing of lockdowns and fast pace 
vaccination should help in gradual revival 
of these segments as well. Additionally, 
Central Government’s thrust on capital 
spending, favourable policy initiatives like PLI, 
accommodative financial conditions, focused 
fiscal stimulus, etc. also bodes well for growth 
outlook.

The Covid -19 scare seems to have diminished 
however there is flare here and there like 
in China and Europe. Besides, the economy 
seems to be losing strength in China; do you 
anticipate a cooling down of the US economy 
from here on as well?

The growth in USA is likely to peak out with 
majority of fiscal support to families ending in 
September, 2021. In China there are signs of 
growth slowing down as the country is focused 
on orderly growth with “common prosperity” 
theme and environmental protection as Winter 
Olympic is scheduled in early 2022. 

On the Covid-19 front globally, August 2021 
witnessed continued surge in cases and total cases rose 
to over 218 million by 31 August 2021 from nearly 199 
million as on 31 July 2021. The increase in cases has been 
broad based led by US, Europe, Russia, Brazil, Indonesia, 
Mexico, etc. The daily new cases are now near to the 
levels seen during past waves and even countries, which 
have vaccinated considerable proportion of its population, 
witnessed significant rise in cases. However, the 
vaccination rollout is progressing at a healthy pace and is 
expected to reduce hospitalisation and death rate.

The recent revival in global economy presented a mixed 
picture wherein recovery in advanced economies like US, 

EU, UK etc. continued to strengthen 
while growth in China softened 
partly due to rise in number of 
Covid-19 cases and strict restrictions 
imposed therein. The PMIs, consumer 
spending, job growth, etc. remained at 
healthy levels. Further, there appears 
to be rising consensus that elevated 
retail inflation is likely to be transient 
rather than persistent. US Federal 
reserve also acknowledged that US 
has achieved substantial progress 
towards growth and many FOMC 
(Federal Open Market Committee) 
members felt that tapering of its 
bond purchase program can start 
by end of 2021. However, rate hikes 
are still far into the future and is 
unlikely unless goal of maximum 
employment is achieved. The global 

Mr. Gopal Agrawal - Senior Fund 
Manager at HDFC Mutual Fund

Q&A with fund mAnAger

Market is buoyed 
by better than 
expected earnings 
growth in FY21 and 
meeting the higher 
expectations in 
Q1FY22. It is also 
supported by very 
high liquidity in the 
system and decadal 
low fixed deposit 
rate, almost flat 
gold prices in last 15 
months and covid 
vaccination.
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growth outlook remains optimistic 
in view of US fiscal stimulus, likely 
continuance of accommodative 
monetary policy, easing supply chain, 
elevated household savings especially 
in advanced economies, etc. However, 
the sharp surge in Covid-19 cases due 
to “delta” variant especially in US can 
act as a headwind to recovery.

Do you feel that the commodity 
prices have peaked out or is there any 
further upside?

Commodity prices are supported 
mainly by logistical bottlenecks, 
China-Aussie political relationship, 
sudden demand post first COVID 
wave, production discipline 
announced in China and weather 
related problems. Commodity prices 
can correct once normalisation of 
supply chain happens.

We saw some moderation in 
commodity prices in the month of August after rising 
sharply over the previous few months driven by rising 
number of Covid-19 cases globally and softening of 
growth in China. Brent crude prices moderated on 
back of rising demand concern on surge in Covid-19 
cases. Industrial commodity prices, except aluminium, 
moderated too.

Change Market 
price

(USD)*

Aug-21
(m-o-m, 

%)

FYTD22ˆ 
(%)

Brent Crude (per barrel) 73.0 (4.4) 14.9
Gold (per ounce) 1,814 0. 0 6.2
Steel (per tonne) 930 (1.1) 22.4
Zinc (per tonne) 2,998 (1.4) 7.2
Copper (per tonne) 9,463 (2.9) 6.9
Aluminium (per tonne) 2,739 5.4 25.2
Lead (per tonne) 2,435 0.5 24.5
Source: Bloomberg; *Market price as on August 31, 2021; ˆChange in prices in 
FY22, m-o-m- Months on Months

It is very difficult to forecast commodity prices as 
developments surrounding the Covid scenario could 
affect sentiments in the short term, while the global 
growth trajectory is likely to set the tone in the long term.

What’s your view over the inflationary trends in India 
and the stance of RBI over inflation vs growth debate?  

CPI inflation fell to a 4 month low of 5.13% as on August 
on the back of easing food prices thereby easing concerns 
of the RBI tightening of its monetary stance on an 
immediate basis. The minutes of the last monetary policy 
were largely balanced, in general, except for dissent by 
one MPC member on stance. Most MPC members noted 

the strengthening of recovery over 
the past couple of months but also 
remained cautious about the fragile 
nature of it and risk to the same from 
the possible 3rd Covid-19 wave.

Hence, there was consensus amongst 
the members on need to support and 
nurture the growth. Further, most 
were of the opinion that elevated retail 
inflation is driven by supply chain 
disruption and aggregate demand 
remains weak. However, members 
noted the rising household inflation 
expectations and risk of it getting 
de-anchored. On an overall basis, the 
MPC continued to prioritise growth 
over inflation and emphasised the 
need to aid the nascent recovery. 
While quantum of VRRR was 
increased by INR 2 lakhs crore, RBI 
emphasised that it is merely a liquidity 
management tool and should not be 
understood as precursor to liquidity 

normalisation / withdrawal.

Do you believe earnings accretion as well as valuation 
rerating from low interest cycle is over or there is more 
to the table?

From a valuation perspective, the NIFTY 50 was trading 
near 21x FY23E price to earnings ratio as on end of August 
2021. While this is closer to historical highs, it can still 
be considered reasonable in view of the low interest rate 
environment and healthy corporate earnings outlook. 
However, on an overall basis, the market is no longer 
undervalued, in our view, as the rally over the past few 
months has resulted in Indian market cap to GDP (based 
on CY21E) rising to ~97%, which is higher than the long 
term average. Further, the gap between 10Y Gsec and 
1Y-Forward NIFTY 50 Earning yield* touched 1.8%, close 
to its long-term average of 1.7%. (*Earning yield = 1/(one 
year forward P/E)). Additionally, the sharp rally in the 
equities over the past 6 months has reduced the pockets 
of under valuation considerably and most sections of the 
markets appear reasonably valued.

From a valuation 
perspective, the 
NIFTY 50 was 
trading near 21x 
FY23E price to 
earnings ratio as 
on end of August 
2021. While this is 
closer to historical 
highs, it can still 
be considered 
reasonable in view 
of the low interest 
rate environment 
and healthy 
corporate earnings 
outlook.

Source: Kotak Institutional Equities
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Moreover, the 15 Year CAGR returns of NIFTY 50 and 
growth in Nominal GDP are now largely similar and thus, 
in our view, over the medium to long term, returns from 
equities should be largely in line with overall economic 
growth. Also, while the corporate earnings growth 
outlook for FY22 is strong, it is likely to track long term 
nominal growth from FY23 onwards. In view of the above, 
while markets hold promise over the medium to long 
term, one should moderate returns expectations in line 
with the expected growth in nominal GDP.

What’s your view on the large cap vis-à-vis mid & small 
caps? Do you think the valuations are frothy in the 
broader markets?

The divergence in returns between large, mid and small 
is expected to be narrow from a long-term perspective. 
However, in the recent past we have witnessed a change 
in trend in markets with the market rally becoming broad 
based in CY 21.

While the continued rally in equity markets has pleasantly 
surprised many, it should be viewed in the context that 
NIFTY 50 returns over the past 15 years are largely in line 
with nominal GDP growth. Another notable aspect of this 
market is the broad based nature of it. 

During CY18-CY20, the movement in NIFTY 50 was 
relatively narrow with top 5 stocks accounting for bulk of 
the returns. However, the rally in CYTD21 has been broad 
based and share of top 5 stocks has reduced considerably. 
The share of NIFTY 50 market capitalisation in total 
market capitalisation is now near long-term average.

Moreover, higher retail participation led by millennials 
is the new trend. Do you see this to be a new normal?

Over the past few months, there has been a sharp 
increase in the non-institutional activity in equity 
markets, indicating the rising participation of retail 
investors. Interestingly, the intra-settlement trading as 
a % of cash volumes has also risen sharply over the past 
few months and is now near all-time highs. In the past, 

heightened non-institution activity has been followed by 
moderate market returns.

Various fintech apps that make trading easier with 
simpler KYC processes have capitalized on the spike in 
interest in equities among retail investors, especially 
millenials. What these investors have to careful about is 
that equities need to be used as a vehicle for long term 
wealth creation and not as a short term lets-get-rich-
quickly solution. Many of the millenial investors are likely 
not to have experienceed ups and downs of equity market 
cycles. It would be interesting to observe how this trend 
pans out in the coming years. Equity investing requires 
thorough research and analysis of companies requiring 
knowledge, time and effort. A less stressful and relatively 
emotions free method to invest in equities could be 
through mutual funds.

How do you read the Q1FY22 corporate earnings season? 
How has been the management outlook for FY22?

Q1Fy22 result season met the street expectation of close 
to 67% EBITDA growth and 102% PAT growth, benefitting 
from the lower base of 1QFY21, as lockdowns in 1QFY22 
were localized and less stringent as compared to the 
previous year.

The key drivers of 1QFY22 performance include:

a) IT sector has reported one of the best sequential 
performances, led by strong revenue growth of 4.5% 
(in USD terms) and the highest ever deal pipeline, 

Source: Bloomberg

Source: Bloomberg; Motilal Oswal Financial Services; Morgan Stanley

Source: Bloomberg; Motilal Oswal Financial Services; Morgan Stanley
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providing earnings visibility 
going forward. Management 
commentaries have indicated a 
strong tech spending environment 
with an elevated focus on cloud 
migration / digital transformation 
deals.  

b) Cement - Strong price realization 
and better cost control have driven 
performance in this sector. The 
volume decline in northern/central 
India was lower than expected 
vis-à-vis southern India, which had 
stricter lockdowns. 

c) Autos - High  raw material inflation 
and operating deleverage have 
impacted most of the results in 
1QFY22.

d) Consumer: Most companies 
have reported double-digit sales 
growth, albeit on a soft base, as 
companies were better prepared 
to deal with the lockdowns. The performances of 
consumer discretionary companies ex-auto have been 
particularly robust despite the limitations. 

e) Banks: Fresh slippage from the Retail segment has 
impacted most private banks, although the impact on 
asset quality has been less severe than that seen during 
the first wave. Banks, however, are carrying additional 

provision buffers, which should limit 
the impact on credit cost.  

We have also seen a flurry of IPOs 
recently at significantly higher 
valuations. Although many believe 
that this is a new trend and is 
expected to continue. Do you concur 
with such views?

We are witnessing a significantly 
higher number of IPOs from various 
sectors including speciality chemicals, 
Platform based internet companies 
and new tech digital financial services 
companies. Most of them are being 
offered at a higher valuation than 
many other sectors in the listed space. 
In many cases, market has yet to test 
the success of their business model. 
However, these issuanes are being 
valued based on prevailing valuations 
of peer group companies in developed 
or regional market and some premium 
over that based on higher India 

growth expectations. 

In last 18 months, due to COVID fear and supply chain 
disturbances, we have witnessed above average growth 
in e-commerce, hygiene and healthcare related offerings. 
This trend may normalise over time, and hence, it would 
be ideal for investors to deal with related investments 
with prudence.

Views expressed herein are as of _______, involve known and unknown risks and uncertainties that could cause actual 
results, performance or events to differ materially from those expressed or implied herein. The data/statistics are given to 
explain general market trends in the securities market, and has been prepared on the basis of information which is already 
available in publicly accessible media. Stocks/Sectors referred are illustrative and should not be construed as an investment 
advice or a research report or a recommendation by HDFC Mutual Fund (“the Fund”) / HDFC Asset Management Company 
Limited (HDFC AMC) to buy or sell the stock or any other security covered under the respective sector/s. The Fund may or may 
not have any present or future positions in these sectors. Past performance may or may not be sustained in future. The Fund/ 
HDFC AMC is not indicating or guaranteeing returns on any investments. Readers should seek professional advice before 
taking any investment related decisions.

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS, READ ALL SCHEME 
RELATED DOCUMENTS CAREFULLY

We are witnessing a 
significantly higher 
number of IPOs 
from various sectors 
including speciality 
chemicals, Platform 
based internet 
companies and new 
tech digital financial 
services companies. 
Most of them are 
being offered at a 
higher valuation 
than many other 
sectors in the listed 
space.



12October 2021 INSIGHT

Investment Objective
To provide capital appreciation and/or dividend distri-
bution by predominantly investing in a well-diversified 
portfolio of equity and equity related instruments of 
dividend yielding companies. 

Suitability
  Looking for a diversified portfolio of dividend yielding 

stocks with an objective to provide capital appreciation 
over long term

  Aiming for investment in equities with fair amount of 
stability and relatively lower risk (than other equity funds) 
over medium to long term

  Who aim to take advantage of tax arbitrage via mutual 
fund route compared to direct investing in dividend 
yielding stocks

  Who have an investment horizon of 3 years or more

Investment Strategy
  The Fund aims to Invest minimum 65% of the schemes 

assets in dividend yielding companies* at the time of 
investment or companies that choose to do a buyback in 
addition of payment of dividend or in lieu of dividend

  While trailing dividend yield will be an important factor 
in selecting a stock, the fund manager will also consider 
on business fundamentals, industry outlook, absolute as 
well as relative valuations, growth outlook and corporate 
governance.

  The Fund aims to be sector and market cap agnostic

*The Scheme will consider dividend yielding stocks which have paid 

dividend (or done a buyback) in atleast one of the three preceding financial 

years

Portfolio Construct  
The Scheme shall invest primarily in equity and equity 
related instruments of dividend yielding companies at 
the time of investment. Companies may also choose 
to do a buyback in addition to or as an alternative to 
dividend in atleast one of the three preceding financial 

years. The fund manager will also consider on business 
fundamentals, industry outlook, absolute as well as 
relative valuations, growth outlook and corporate 
governance.

Companies 
with Stable 

Business 
Model

Companies 
with growing 

dividends

Buyback 
Oppurtinities

Companies 
trading at 
attractive 

dividend yields

•  Low Capital 
intensive 
business

•  Syable cash-
flows and 
share price/
market cap 
movement

• Companies 
with growing 
profits

• Ability to 
increase 
dividends

• Opportunity 
across 
sectors

• Companies 
with surplus 
cash

• Dividend 
Yield at 1x to 
2x of 10 year 
G-Sec yields

Important Information
NAV (G) (Rs.) 14.00
IDCW (Rs.) 14.00
Inception Date Dec 18, 2020
Fund size(Rs.Cr.) 2550
Fund Manager Mr. Gopal Agarwal
Entry load Nil
Exit Load 1% will be charged for redemption 

within 365 days
Benchmark NIFTY Dividend Opportunities 50
Min Investment (Rs.) 5000
Min SIP Investment (Rs.) 500

Key Ratios
Beta (x) -
Standard deviation (%) -
Sharpe Ratio -
Alpha (%) -
R Squared -
Expense ratio (%) 2.16
Portfolio Turnover ratio (%) 6.00
Avg Market cap (Rs. Cr.) 79365.0

Mutual Fund Overview 
HDFC DIVIDEND YIELD FUND 



13 October 2021INSIGHT

Performance of the Fund alongwith Benchmark (as on Sept 27, 2020)
1 month 3 months 6 months 1 year 3 Years 5 Years Since Inception

Fund (%) 6.69 14.14 30.74 - - - 40.02
Benchmark (%) 7.05 12.46 25.76 - - -

Asset Allocation

Equity Cash

96.07% 3.93%

18.1 

13.7 

6.3 

6.0 

5.0 

4.8 

3.6 

2.6 

2.3 

2.2 

Software 

Consumer Non Durables 

Power 

Banks 

Finance 

Industrial Products 

Construction Project 

Transportation 

Auto 

Construction 

% SECTOR ALLOCATION Portfolio as on Aug 30, 2021
Stocks % of Net assets
Hindustan Unilever 5.9
Infosys 5.0
Tata Consultancy Services 3.9
Tech Mahindra 3.7
Larsen & Toubro 3.6
HCL Technologies 3.4
ITC 3.2
ICICI Bank 3.1
CESC 2.3
NTPC 2.2

Note: All data are as on Aug 31, 2021; NAV are as on Sept 27, 2021
Source: Factsheet, Value Research

Ashika Mutual Fund Recommendation Alpha Generation

Month of 
Recom

Fund Name Benchmark NAV as on 
27.09.2021

1 Year 
Return 

(%)

3 Year 
Return  

(%)

5 Year 
Return 

(%)

Oct-20 Invesco India Contra Fund (G) S&P BSE 500 TRI 77.1 60.0 18.5 17.3

Nov-20 Mirae Asset Tax Saver Fund Reg (G) S&P BSE 200 TRI 31.5 69.4 24.2 21.1

Dec-20 Mirae Asset Large Cap Fund Reg (G) NSE - NIFTY 100 TRI 80.2 58.6 18.8 16.9

Jan-21 Quant Active Fund (G) NSE - Nifty 500 TRI 406.4 85.5 31.8 23.7

Feb-21 Kotak Tax Saver Scheme (G) S&P BSE Sensex TRI 70.9 60.5 20.0 15.5

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

127.7 119.7 36.4 21.8

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

24.3 61.2 20.0 16.0

May-21 IDFC Sterling Value Fund Reg (G) S&P BSE 500 TRI 84.3 94.4 18.8 16.6

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

524.2 77.2 18.5 14.2

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

36.1 37.2 16.5 13.4

Aug-21 Nippon India Flexi Cap Fund Reg (G) NSE - Nifty 500 TRI 10.7 0.0 0.0 0.0

Sep-21 SBI Balanced Advantage Fund Reg (G) CRISIL Hybrid 50+50 Moder-
ate Index

10.2 0.0 0.0 0.0

Note: All data are as on Aug 31, 2021; NAV are as on Sept 27, 2021

Source: Factsheet, Value Research



14October 2021 INSIGHT

All Data Belongs To September 27, 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) 357.2 4985 8.3 25.4 69.4 19.4 15.0 14.4 0.6 2.1 

Mirae Asset Emerging Bluechip Fund Reg 
(G)

98.3 20615 12.0 27.3 73.4 26.5 21.2 22.3 0.8 1.8 

ICICI Pru Large & Mid Cap Fund Reg (G) 524.2 3888 14.8 29.3 77.2 18.5 14.2 18.6 0.5 2.0 

LIC Large & Mid Cap Fund Reg (G) 24.3 1412 14.1 27.5 61.2 20.0 16.0 14.4 0.5 2.5 

Kotak Emerging Equity (G) 70.5 15709 9.4 25.5 76.2 24.9 17.4 14.4 0.7 1.8 

Large & Mid Cap Fund

Value Fund

SBI Contra Fund Reg (G) 195.9 2823 13.7 30.1 90.4 23.4 15.2 17.4 0.6 2.2 

IDFC Sterling Value Fund Reg (G) 84.3 3990 11.7 32.8 94.4 18.8 16.6 16.8 0.4 1.9 

Nippon India Value Fund (G) 122.4 4200 12.9 28.8 74.9 21.0 16.0 16.6 0.6 2.1 

Kotak India EQ Contra Fund (G) 83.9 1133 10.6 22.3 63.8 18.4 17.0 14.1 0.6 2.4 

Invesco India Contra Fund (G) 77.1 8199 10.0 23.5 60.0 18.5 17.3 15.2 0.5 1.8 

Focus Fund

Axis Focused 25 Fund Reg (G) 48.3 19736 17.1 29.8 69.3 21.6 19.4 18.4 0.6 1.9 

Mirae Asset Focused Fund Reg (G) 19.7 7544 13.3 27.1 68.9 0.0 0.0 32.2 0.0 1.8 

SBI Focused Equity Fund Reg (G) 239.6 19429 14.3 29.6 70.9 23.1 17.7 20.4 0.7 1.8 

DSP Focus Fund Reg Fund (G) 34.9 2219 7.5 20.7 53.2 17.5 12.3 11.6 0.5 2.1 

Sundaram Select Focus Reg (G) 277.2 1398 12.4 22.8 57.6 17.6 16.4 18.9 0.5 2.2 

ELSS Fund

Quant Tax Plan (G) 215.2 368 10.5 39.1 91.6 32.6 23.7 16.0 1.0 2.3 

Kotak Tax Saver Scheme (G) 70.9 2249 8.7 22.4 60.5 20.0 15.5 13.2 0.6 2.1 

Mirae Asset Tax Saver Fund Reg (G) 31.5 9401 11.4 25.5 69.4 24.2 21.1 22.1 0.7 1.8 

Axis Long Term Equity Fund (G) 76.9 33871 15.5 27.6 70.0 22.3 18.3 18.9 0.7 1.6 

SBI Long Term Equity Fund Reg (G) 221.3 10687 9.2 23.6 59.8 17.6 12.7 14.7 0.5 1.8 

Flexi Cap Fund

Quant Active Fund (G) 406.4 1051 12.7 37.5 85.5 31.8 23.7 19.8 1.0 2.3 

SBI Flexi Cap Fund Reg (G) 76.8 15157 11.3 23.9 68.2 19.0 15.2 13.6 0.5 1.8 

Kotak Flexi Cap Fund Reg (G) 53.5 38626 9.6 20.9 56.6 17.4 15.0 14.7 0.5 1.6 

Motilal Oswal Flexi Cap Fund Reg (G) 36.4 12217 8.1 17.0 47.3 13.7 12.2 19.0 0.4 1.8 

Parag Parikh Flexi Cap Fund Reg (G) 50.3 14590 17.8 34.1 66.0 27.3 22.5 21.3 1.0 1.9 

Small Cap Fund

Quant Small Cap Fund (G) 127.7 1046 12.3 56.5 119.7 36.4 21.8 15.4 0.9 2.3 

SBI Small Cap Fund Reg (G) 99.2 9714 8.9 27.1 73.1 24.7 21.7 21.0 0.7 2.0 

Axis Small Cap Fund Reg (G) 58.7 7095 16.0 37.1 80.8 31.2 21.3 25.4 0.9 2.0 

Invesco India Smallcap Fund Reg (G) 20.6 1194 13.2 36.6 85.0 0.0 0.0 27.6 0.0 2.3 

Kotak Smallcap Fund (G) 158.8 5642 14.0 35.5 104.1 31.9 20.1 18.1 0.8 2.0 
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Balanced Advantage Fund

IDFC Balanced Advantage Fund Reg (G) 18.2 2473 6.9 12.2 24.6 12.3 10.2 8.9 0.5 2.2 

Sundaram Balanced Advantage Fund Reg 
(G)

14.6 1107 5.4 11.4 29.3 0.0 0.0 27.2 0.0 2.3 

Edelweiss Balanced Advantage Fund (G) 36.1 5304 8.0 15.6 37.2 16.5 13.4 11.2 0.8 1.9 

Kotak Balanced Advantage Fund Reg (G) 14.5 10688 5.2 10.2 24.4 13.5 0.0 12.1 0.6 1.8 

Aditya Birla SL Balanced Advantage Fund 
(G)

73.5 4989 5.4 13.0 35.1 13.5 10.7 9.7 0.6 1.9 

Equity Savings Fund

Aditya Birla SL Equity Savings Fund Reg (G) 17.6 522 5.5 10.2 26.1 10.9 8.3 8.6 0.5 2.5 

DSP Equity Saving Fund Reg (G) 16.2 385 5.0 10.1 25.7 10.2 8.1 9.1 0.4 2.4 

Kotak Equity Savings Fund Reg (G) 18.0 1541 3.9 7.9 18.1 9.5 9.0 8.7 0.5 2.2 

Nippon India Equity Savings Fund Reg (G) 12.4 257 3.9 8.9 24.0 (0.4) 2.6 3.5 (0.4) 2.9 

SBI Equity Savings Fund Reg (G) 17.2 1719 4.0 9.8 26.6 11.3 8.8 8.9 0.6 1.3 

Arbitrage Fund

Aditya Birla SL Arbitrage Fund Reg (G) 21.2 9196 0.8 2.1 3.7 5.0 5.3 6.4 1.3 1.0 

ICICI Pru Equity Arbitrage Fund Reg (G) 27.3 15753 0.8 2.1 3.7 4.9 5.3 7.1 1.2 0.9 

Kotak Equity Arbitrage Fund (G) 29.6 25746 0.8 2.1 3.8 5.0 5.4 7.0 1.3 1.0 

Nippon India Arbitrage Fund (G) 21.2 12972 0.8 2.0 3.7 5.0 5.5 7.1 1.3 1.0 

SBI Arbitrage Opp Fund Reg (G) 26.7 5047 0.8 2.0 3.4 4.6 5.1 6.8 0.8 0.9 

Thematic/Sectoral Fund

All Data Belongs To September 27, 2021

NAV AUM  
(Rs 
Cr)

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

Return

Sharpe 
Ratio

Exp. 
Ratio

Franklin Build India Fund (G) 64.2 1077 12.2 30.0 98.2 18.4 14.6 16.4 0.5 2.3 

ICICI Pru Banking and Financial Services 
Fund Reg (G)

86.7 5097 7.4 20.9 79.0 16.4 13.6 17.9 0.4 2.0 

Nippon India Pharma Fund (G) 307.7 5667 2.2 26.4 38.3 24.4 15.8 21.9 1.0 2.7 

Sundaram Rural and Consumption Fund 
Reg (G)

58.6 1312 9.4 20.1 48.1 13.7 11.3 12.3 0.3 2.3 

Aditya Birla SL Digital India Fund Reg (G) 137.4 2288 21.5 44.4 93.2 36.8 31.8 10.7 1.3 2.2 

Index Fund

HDFC Index Fund-NIFTY 50 Plan (G) 164.4 3705 12.8 23.7 62.8 18.3 16.2 15.5 0.5 0.4 

ICICI Pru Nifty Next 50 Index Fund Reg (G) 37.7 1535 11.2 26.1 61.6 15.5 13.2 12.5 0.4 0.8 

HDFC Index Fund Sensex Plan 538.9 2556 13.7 23.1 61.6 18.9 17.0 15.8 0.6 0.4 

Motilal Oswal Nasdaq 100 FOF (G) 23.5 3631 5.0 19.6 36.6 0.0 0.0 34.4 0.0 0.5 

Motilal Oswal S&P 500 Index Fund Reg (G) 14.8 2058 3.8 15.6 36.1 0.0 0.0 30.7 0.0 1.1 
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Multi Assets

HDFC Multi Asset Fund (G) 47.1 1088 0.7 35.337 
(28/09/2020)

6.8 15.6 34.5 20.8 0.6 2.4 

SBI Multi Asset Allocation Fund Reg 
(G)

37.1 439 1.1 30.1645 
(28/09/2020)

5.0 13.2 23.7 14.4 0.8 1.8 

ICICI Pru Multi Asset Fund (G) 403.2 11973 0.7 250.7857 
(15/10/2020)

10.8 22.7 59.1 23.5 0.6 1.8 

Axis Triple Advantage Fund (G) 31.0 1180 0.7 21.2918 
(28/09/2020)

11.5 21.8 46.9 22.4 0.7 2.2 

Nippon India Multi-Asset Fund Reg (G) 13.0 1182 0.0 9.6995 
(30/09/2020)

7.1 16.3 35.0 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 September 27, 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)

12.3 346 0.0 11.7181 
(28/09/2020)

1.4 2.9 5.2 7.6 0.0 2.1 

Aditya Birla SL Retirement Fund 30s 
Plan (G)

13.7 222 0.0 10.084 
(02/11/2020)

7.2 12.9 37.0 17.9 0.0 2.5 

HDFC Retirement Savings Fund Hybrid 
Equity Reg (G)

25.2 708 0.7 17.062 
(29/09/2020)

7.5 19.3 49.7 22.8 0.6 2.5 

Aditya Birla SL Bal Bhavishya Yojna Reg 
(G)

14.1 484 0.0 10.47 
(02/11/2020)

7.1 13.0 36.3 17.6 0.0 2.6 

ICICI Pru Child Care Gift Plan Reg 195.1 841 0.4 135.07 
(30/09/2020)

10.0 19.0 45.3 19.2 0.4 2.4 

SBI Magnum Children Benefit Fund 
Investment Plan Reg (G)

21.4 252 0.0 10 
(29/09/2020)

27.5 49.0 114.1 0.0 0.0 2.5 
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StOCK PiCKS

Aptus value Housing  
Finance india Ltd.

Company Overview
Aptus Value Housing Finance (APTUS) 
is retail focused housing finance 
company, which primarily serves 
low-income and middle-income 
self-employed customers in rural and 
semi-urban markets. Currently, it 
operates in four states namely: Tamil 
Nadu, Karnataka, Andhra Pradesh 

and Telangana through 190 branches. 
It is focused on Tier-III/IV centres 
with an aim to achieve maximum 
penetration in the existing opera-
tional districts. With Tier-I ratio of 
>90%, APTUS is well-capitalized to 
clock >30% AUM CAGR over next 
5 years and thus, it is expected to 
generate sector-leading RoA of 6.5% 
(vs. 2% for peers).

Investment Rationale
Healthy Product Positioning & 
Wider Geographic Presence
APTUS primary focuses on non-sal-
aried category, which forms 72% of 
its portfolio and mainly comes from 
Tier-III/IV centers. Normally, the 
borrowers in this category run small 
businesses or are self-employed 

Company Information
BSE Code 543335
NSE Code APTUS
Bloomberg Code APTUS IN
ISIN INE852O01025
Market Cap (Rs. Cr)                  15,625 
Outstanding shares(Cr) 7.88
52-wk Hi/Lo (Rs.) 381.4/278.6
Avg. daily volume (1yr. on NSE)            3,023,400 
Face Value(Rs.) 2
Book Value (Rs) 50

CMP: Rs 317 Rating: BUY Target: Rs 450

Promoters, 62.51%

DIIs, 19.91%
FIIs, 6.23%

Shareholding Pattern as on 23 August 2021

Others, 11.35%
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having no income proof like ITR 
and salary slip etc. Hence, they are 
excluded by other large HFCs and 
banks. 

Adequate Legroom for Geo-
graphical Expansion & Deeper 
Penetration in Extant Markets
An analysis of geographical presence 
of APTUS clearly shows deeper pene-
tration in the existing markets as well 
as expansion into newer geographies. 
Currently, APTUS operates in Tamil 
Nadu (including Puducherry), Andhra 
Pradesh, Karnataka and Telangana 
with a network of 190 branches. It 
also planning to expand its network 
in Maharashtra, Odisha and Chhattis-
garh. As the market share of APTUS 
among the HFCs in its key market 
remains below 25%-mark, strong 
execution skill along with better 
underwriting practice are expected 
to support its future growth plan. 
Scalable operating model is expected 
to help APTUS to expand its presence 
at lower incremental cost, which has 
positive impact on earnings.

Robust Risk Management 

System to Underwrite Low-in-
come Group
APTUS has developed customized 
underwriting process for low-income 
customer segments with healthy 
mix of both technology as well 
as brick and mortar model. Final 
underwriting decision are taken at 
the headquarter after detailed due 
diligence at branch level. As all leads 
are generated through the branches, 
it does not see any fraud and risk, the 

chances of which are higher in DSC 
sourcing model. Further, as 78% of 
its portfolio is on fixed rate, it is less 
prone to BT out. APTUS conducts 
all aspects of lending operations 
in-house, including sourcing, 
underwriting, valuation and legal 
assessment of collateral as well as 
collection, which help it to establish/
maintain direct contact with the 
customers. Establishing/maintaining 
direct contact with the customers is 
an integral part of monitoring and 
risk management for low-income 
group customers. The company has 
developed credit assessment models 
specific to >60 types of customer 
profiles in its geographic region. It 
customizes some of these profiles to 
regions and specific types of employ-
ment, which helps it to access the 
actual income of these borrowers in 
the best possible way. Further, this 
has helped the company in reducing 
subjectivity in forecasting the future 
income of potential customers and 
thus eliminating bias in underwriting 
process. The company has fully 
integrated these processes with latest 
technology to digitize the entire life 
cycle of a loan from origination to 
closure. Implementation of digital 
collection models helped the com-
pany to overcome the movement 
restriction during COVID-led 
nationwide lockdown.

Expected Further Decline in Cost 
of Fund from Current Level
With the growing scale of operations, 
APTUS is looking forward to bringing 
down its incremental CoF by another 
~100bps over and above the impres-
sive improvement of 175bps to 7.7% in 
FY21. Overall CoF declined to 9.11% in 
FY21 from 10.17% in FY20. Currently, 
it enjoys credit ratings of ICRA 
A+(Stable) and CARE A+. Further, the 
company is looking forward to diver-
sifying the funding source and lower 
its reliance on term loan from banks 
(which stands at 52% currently). 

APTUS 3 year closing price (Rs)
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As the market share 
of APTUS among 
the HFCs in its key 
market remains 
below 25%-mark, 
strong execution 
skill along with 
better underwriting 
practice are 
expected to support 
its future growth 
plan.
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The management anticipates rating 
upgrade by the credit rating agencies 
within a year, which can be the 
next re-rating opportunity for the 
company and can lead to 50-100bps 
decline in CoF over the next 24 
months post rating upgrade. At the 
same time, strong pricing power 
(given the niche customer profile and 
geographical position) will help the 
company to cushion the margin in 
case of any adverse development on 
interest rate front.

Key Risks
  Geographic concentration risk, as 

any significant change in government 
policies or social, economic or nat-
ural disruptions in this region could 
significantly impact its operations.

  Change in housing finance sector’s 
dynamics such as an increase in 
regulation by NHB, fall in govern-
ment incentives for housing industry 
or increased competition

Valuation
Comparison of APTUS with Gruh 
Finance and Aavas at similar AUM of 

Rs40-50bn, clearly indicates that it is 
at an inflexion point. Thus, it could 
see a substantial improvement in 
operating and financial performance 
in the coming years. Improved 
performance is primarily driven by 
higher operating leverage on both 
asset as well as liability front. We 
expect the similar trend to repeat for 
APTUS in the coming years, as it is 

closely comparable to Gruh Finance 
and Aavas on multiple fronts. Histori-
cally, we have seen sustain re-rating 
of Gruh Finance and Aavas with 
similar improvement in earnings 
visibility at the similar AUM level. 
APTUS is currently trading at 4.6x 
of FY23E BV and 38x of FY23E EPS. 
We are valuing APTUS at 6.4x FY23E 
BV and 37x of FY23E EPS Book Value 
(implied 50.4x of FY23E EPS) to arrive 
at a Target Price of Rs.450. We expect 
its AUM and PAT to clock 28% and 
26% CAGR over FY21-FY24E, while 
RoA and RoE are seen at 6.9%/13.5% 
by FY23E. We believe the premium 
valuation and target multiple of 
6.4x P/B FY23E is justified given: (a) 
APTUS is an excellent growth play in 
underpenetrated low-cost housing 
finance space; (b) well-placed to sus-
tain growth over the long-term, led 
by strong capital base and a scalable 
business model; (c) proven business 
credentials on credit underwriting 
and risk management front; and (d) 
highest return ratios with RoA of in 
the excess of 6.5%.

Particulars (in Rs Cr) FY21 FY22E FY23E FY24E
Net interest Income 417.4 542.7 691.5 836.2
NIM (%) 10.2 10.7 10.8 10.2
Operating Profit 350.9 461.6 588.9 708.4
PAT 266.9 347.0 442.7 531.9
EPS (Rs) 5.6 7.0 8.9 10.7
BV (Rs) 41.7 61.8 70.8 81.5
GNPA (%) 0.7 0.6 0.5 0.5

Source: Ashika Institutional Research

The management 
anticipates rating 
upgrade by the 
credit rating 
agencies within a 
year, which can be 
the next re-rating 
opportunity for the 
company and can 
lead to 50-100bps 
decline in CoF over 
the next 24 months 
post rating upgrade.
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Birlasoft Ltd.

Company overview
Birlasoft Ltd. (BSOFT) was incor-
porated in 1990 as part of the 
diversified CK Birla Group, one of 
India’s premier commercial and 
industrial houses. Birlasoft is the 
global technology services division 
of the CK Birla Group, with strategic 
equity participation by GE Capital. 
Birlasoft combines the power of 
domain, enterprise and digital 
technologies to reimagine business 

processes for customers and their 
ecosystem. The company’s consul-
tative and design thinking approach 
makes societies more productive by 
helping customers run businesses. 
Birlasoft offers IT services worldwide 
from development centers in India 
and Australia. BSOFT and KPIT’s IT 
services business has merged to form 
a leading publicly listed Enterprise 
Digital and IT Services company. 
Birlasoft had strengths primarily 
on the non-ERP digital businesses, 

while KPIT IT services possessed core 
strengths on the enterprise software 
solutions and capabilities in digital 
transformation services.

Investment Rationale
Annuity revenues and deal wins 
to drive growth
Birlasoft is aiming to achieve a target 
of US$1 billion in revenues in the next 
four years (implying a CAGR of 20%). 
The company aims to achieve this 
via organic and inorganic revenues 

Company Information
BSE Code 532400
NSE Code BSOFT
Bloomberg Code BSOFT IN
ISIN INE836A01035
Market Cap (Rs. Cr) 11410
Outstanding shares(Cr) 27.8
52-wk Hi/Lo (Rs.) 457.8 / 172.2
Avg. daily volume (1yr. on NSE) 1851736
Face Value(Rs.) 2
Book Value 82.6

CMP: Rs 410 Rating: BUY Target: Rs 485

Promoters, 40.7%

DII, 19.6%
FII, 17.3%
Others, 22.4%

Share holding pattern as on June 2021
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(US$150-200 million). Higher spend-
ing on platform-based digital initia-
tives, Cloud adoption, and aggressive 
automation would be the company’s 
growth driver in FY22. On the plat-
form side, the company accelerated 
customers’ cloud adoption journey by 
achieving AWS advanced consulting 
partner status, which is expected to 
further strengthen its cloud portfolio. 
The management also highlighted 
that its SAP and ERP pipeline in 
terms of both transformation and 
implementation side increased. Birla-
soft has significantly improved its 
annuity revenues from 60% in FY20 
to 70% in FY21. The company expects 
the net new deal win momentum 
would improve once travel restric-
tions in US and Europe eased out. 
The company continued to maintain 
its annuity based revenue contribu-
tion at 71% during the quarter, while 
project based traction picked up 
especially in the enterprise IT area. 
Management expects this would lead 
to higher annuity based revenue at 
the later stages of the project and 
maintain the annuity-based revenue 
contribution at 70% by the end of 
FY22. Going forward, it is expected 
that the company to continue to 
improve annuity revenues, cross sell 
to clients and focus on niche verti-
cals. This coupled with Birlasoft’s 
focus on client mining, expansion in 

Europe & APAC, improving growth in 
top 30 accounts, healthy deal pipe-
line, healthy order book, increase in 
deal sizes, project ramp ups, reversal 
of discounts, and focused ERP 
channel sales bode well for revenue 
growth in coming years. BSOFT has 
also improved its partnership status 
with Microsoft Azure and AWS, 
while progress on Google cloud has 
been slow but may soon accelerate. 
Further, management indicated 
that BSOFT will continue to make 
investments to capitalize on demand. 
As part of its micro vertical strategy, 
BSOFT has identified medical devices 
(part of Life sciences), high tech 
(part of Manufacturing; growing at 
over 20%), heavy industries (Cement, 
Building Materials; part of Manu-
facturing), and lending and payment 

(part of BFSI) as key micro verticals 
to focus on in order to accelerate 
growth.

Margins to improve despite 
headwinds  
Birlasoft reported an improvement 
in margins due to revenue growth, 
higher billing and lower bad debt 
partially offset by higher wage 
hikes and higher recruitment. 
Going forward, there are margin 
headwinds due to higher employee 
cost, lower utilisation and reskilling 
of employees. Though the expenses 
would increase with opening of travel 
in H2FY22, management remains 
confident to maintain the margin 
level of Q1FY22 (i.e 16%) despite a 
200 bps impact of wage revision, by 
optimizing the cost structure. Given 
large deal wins, strong deal pipelines, 
healthy growth momentum in key 
verticals, strong growth across top 
20 accounts, and sharpening focus 
on top 30 accounts, management 
remains optimistic for 15% revenue 
growth in FY22E. The management 
expects operating profitable would 
be sustainable despite wage hike in 
Q2FY22 on the back of higher revenue 
growth and cost optimization mea-
sures. Management indicated that 
the company’s priority currently is 
to make the required investments to 
capture high demand and that it is 
comfortable with operating at ~15% 
margins in the near term.

Management Outlook
Management remains confident of 
accelerating revenue growth on the 
back of broad-based demand and 
increased traction in the areas of 
Cloud, Digital and Cybersecurity. 
While the shortage of talent is a 
constraint on achieving higher 
growth (20%), BSOFT is confident 
of delivering revenue growth in the 
mid-teens in FY22. Birlasoft is plan-
ning to expand its presence in the 
Europe region to drive growth in the 
BFSI vertical. The company expects 
revenue growth of the Lifesciences 
vertical to recover from Q2. The deal 

Birlasoft 3Yr. Price Chart
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Higher spending 
on platform-based 
digital initiatives, 
Cloud adoption, 
and aggressive 
automation would 
be the company’s 
growth driver in 
FY22.
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pipeline at the end of Q1 was 15% 
higher than Q4FY21 levels. BSOFT 
expects strong growth in deal ACV 
(Annual Contract Value); however, 
Total Contract Value (TCV) growth 
may remain even as the company is 
signing many digital transformation 
deals, which are by nature small 
in size. The deal pipeline remains 
robust. Management expects to 
sustain EBITDA Margin at the current 
level with an upward bias in FY22 as 
it anticipates headwinds stemming 
from wage hikes and investments 
in capability building and talent, 
which would be partially offset 
by revenue growth-led operating 
leverage, higher offshoring and other 
efficiencies. Higher spending on 
platform-based digital initiatives, 
Cloud adoption, and aggressive 
automation would be the company’s 
growth driver in FY22. The company 
witnessed strong demand in digital 
transformation, enterprise solutions, 
application modernization, and 
acceleration of workload migration to 
cloud, cyber security and infrastruc-
ture. The management also high-
lighted that its SAP and ERP pipeline 
in terms of both transformation 
and implementation side increased. 
The company expects the net new 
deal win momentum would improve 
once travel restrictions in US and 
Europe eased out. The management 
expects operating profitable would 

be sustainable despite wage hike in 
Q2FY22 because of higher offshor-
ing revenue and cost-efficiency 
measures.

Key risks
  Deterioration of demand for IT 

services in the wake of second wave 
of COVID-19

  Softness in SAP and IES 

  Loss of any large clients

Valuation
Management has reiterated the 
strong demand environment and 

that demand will continue to remain 
robust for the next 3-4 years. The 
company is benefitting from its 
strong partnership with hyperscalers 
like AWS, Microsoft Azure and Google 
Cloud. It has also signed partnership 
with Azure US, which is a significant 
milestone. Management remains 
confident of accelerating revenue 
growth on the back of broad-based 
demand and increased traction 
in the areas of Cloud, Digital and 
Cybersecurity. Further, management 
indicated that BSOFT will continue 
to make investments to capitalize on 
demand. Given strong demand recov-
ery for ERP services, acceleration in 
digital technologies, improving client 
mining, healthy deal pipeline, cross 
selling opportunities, increase in deal 
sizes, healthy order book, focus on 
niche verticals, reversal of discounts 
and expansion in Europe & APAC, it 
is expected that the company would 
register healthy growth in earn-
ings going ahead. In addition, cost 
rationalisation is expected to drive 
margins. Further, robust margins 
and healthy cash balance could lead 
to inorganic expansion or healthy 
dividend payout. Thus, we recom-
mend our investors to BUY the scrip 
with target of Rs. 485 from 12 months 
investment perspective. At the CMP, 
the scrip is valued at P/E multiple of 
20.8x on FY23E Bloomberg consensus 
EPS of Rs. 19.7.

Particulars (in Rs Cr) FY20 FY21 FY22E FY23E

Net Sales 3291.0 3555.7 4063.8 4649.9

Growth (%) -16.5 8.0 14.3 14.4

EBITDA 390.2 518.2 651.3 761.8

EBITDA Margin (%) 11.9 14.6 16.0 16.4

Net profit 224.3 320.8 457.9 546.6

Net Profit Margin (%) 6.8 9.0 11.3 11.8

EPS (Rs) 8.1 11.6 16.5 19.7
Consensus Estimate: Bloomberg, Ashika Research

Management has 
reiterated the 
strong demand 
environment 
and that demand 
will continue to 
remain robust for 
the next 3-4 years. 
The company is 
benefitting from its 
strong partnership 
with hyperscalers 
like AWS, Microsoft 
Azure and Google 
Cloud.
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Company overview
Himatsingka Seide ltd. (HSL) is one 
of the leading vertically integrated 
home textiles players with diversified 
product portfolio spanning across 
made-up bedding products, drapery 
& upholstery fabrics and towels. The 
company operates four manufac-
turing facilities and has the world’s 
largest spinning facility under 
one roof. The company’s installed 

capacities include 211,584 spindles, 61 
million meters bed linen processing 
capacity and 25,000 mtpa terry towel 
plant. The company has strong brand 
portfolio including Calvin Klein, 
Tommy Hilfiger, Kate Spade, Bellora, 
Pimacott, Organicott, Homegrown, 
Atmosphere, etc., which contribute 
more than 80% of revenue. Further, 
export is major contributor of HSL’s 
revenue and US accounts nearly 90% 
of its overall revenue.

Investment Rationale
Integrated business model
HSL is a vertically integrated global 
textile company, which designs, 
develops, manufactures and dis-
tributes home textile products. Of 
the total yarn produced, company 
consumed 85% of yarn for captive 
consumption to produce down-
stream products, which enable the 
company to have better control on 

Himatsingka Seide Ltd.
Company Information
BSE Code 514043
NSE Code HIMATSEIDE
Bloomberg Code HSS IN
ISIN INE049A01027
Market Cap (Rs. Cr) 2660
Outstanding shares(Cr) 9.845
52-wk Hi/Lo (Rs.) 279/76.5
Avg. daily volume (1yr. on NSE) 477550
Face Value(Rs.) 5.0
Book Value (Rs) 164.28

CMP: Rs 272 Rating: BUY Target: Rs 340

Promoters, 47.57

DIIs, 14.29%
FIIs, 3.46%
Others, 34.68%

Shareholding Pattern as on 30th June 2021
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supply chain systems and generate 
sustainable margins. In past few 
months, the cotton prices have gone 
up steeply and in order to pass on the 
high cotton prices, the cotton yarn 
manufacturers have increased the 
yarn prices more than cotton prices 
and that has impacted the margins 
of non integrated textile players. 
Cotton is the key raw material for 
HSL and constitutes between 50-60% 
of costs. The company works closely 
with farmers and uses a mix of both 
Indian as well as American cotton. 
It is the largest consumer of Pima 
cotton (primarily grown in the US) in 
the world.  HSL has more than 2 lakh 
spindles capacity so the company has 
captive yarn manufacturing capacity 
and thus not affected from high yarn 
prices. The spinning facility takes 
care of 35-40% of the company’s 
yarn requirement for manufacturing 
of home textile products. Thus, the 
vertically integrated business model 
help HSL to absorb the volatility in 
raw material prices; however, the 
risk of global raw cotton price vola-
tility remains and is likely to impact 
short-term profitability. In addition, 
the company will accrue export 
benefits with a retrospective effect 
once the government announces new 
rates under Remission of Duties and 
Taxes on Export Products (RoDTEP) 
scheme. Further, management has 
raised its EBITDA margin guidance 
from 18-22% to 20-22% given the 
stability in export incentives and 
integrated operations.

Strong brand portfolio
HSL has the ability to design, develop, 
manufacture and warehouse the 
entire range of home textile products 
given the required product line-up, 
infrastructure and servicing capabil-
ities the company has. The company 
has a diversified portfolio of 15+ home 
textile brands, including owned and 
licensed brands and has presence 
in 32 countries across the world. 
These brands help the company to 
meet a diversified range of customer 
preferences across geographies, 
product categories and price points. 
HSL’s brand portfolio includes iconic 
brands like Calvin Klein Home, 

Tommy Hilfiger Kate Spade, Bel-
lora, Atmosphere, etc. In FY20, the 
company enhanced its reach with the 
acquisition of the global rights for the 
Calvin Klein Home brand. Further, 
in FY21, the company did an alliance 
with Disney for the distribution of 
soft home products in the Europe, 
Middle East and Africa. This agree-
ment will provide the company the 
access to Middle East and increase its 
credibility in EU thereby enhancing 
its brand portfolio further. Company 
derives nearly 80% revenue from 
branded segment and US accounts 
nearly 90% of its topline. Further, 
company has a wide distribution 
network with global reach at 12,000 
points of sale and has offices in Lon-
don, New York, Milan and Bangalore. 
The company has some of the largest 
retailers as its clients such as Bed 
Bath & Beyond, Macys, Walmart, 
Costco, etc. Thus, these initiatives are 
in line with the company’s strategy 
of strengthening its global brand 
presence over the next few years.

No major capex to help in reduc-
ing leverage
HSL has completed its calibrated 
expansion cycle in FY20 after 
incurring a capex of Rs 2500 crore 
over the past 3 years. The incremen-
tal capacity in terry towel and bed 
sheet will cater the growing demand 
in the international market over the 
next 2 to 3 years. Thus, the company 
does not expect to any major capex 
over the next two to three years. 
However, due to COVID disruption, 
company has not been able to ramp 
up its incremental capacity. With 
restoring normalcy, company is 
largely focusing on improving the 
utilization of its expanded capacities. 
Better utilization coupled with sound 
working capital management policies 
will enable the company to improve 
free cash flows, which will be used to 
reduce the overall debt level. Com-
pany will only do maintenance capex 
and will enhance the utilization in its 
terry towel and bed sheet capacity 
through de-bottlenecking initiatives. 
The de-bottlenecking is likely to 
be implemented in a phase-wise 

HSL 3 year Price Chart
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The company has a 
diversified portfolio 
of 15+ home textile 
brands, including 
owned and licensed 
brands and has 
presence in 32 
countries across the 
world. These brands 
help the company to 
meet a diversified 
range of customer 
preferences across 
geographies, 
product categories 
and price points.
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manner over the upcoming 12-14 
months and will be forming part of 
the annual organic capex spends of 
Rs 60-80 crore. It is expected that 
the said announcement will provide 
visibility to growth and sustenance 
of favorable demand scenario going 
forward. Thus, no major capex in 
next 2-3 years will help the com-
pany in reducing its balance sheet 
leverage, which will result in savings 
in interest cost by nearly 25% over 
FY21-23. A strong improvement in the 
profitability and reduction in debt 
would help in improving the return 
ratios to double digit in FY23.

Strong export demand to boost 
textile companies’ earnings 
growth
The US has been one of the leading 
markets for Indian textiles and 
apparel products. US is the biggest 
and most crucial geography for 
Indian home textile players due to the 
country being the largest consumer 
market in the world, sheer size of 
its economy, the large proportion of 
organized retail in the country, and 
homogeneity in consumer tastes. 
India has a strong presence in the 
home textiles category in the US with 
around 39% share in the US’ total 
imports. US and Europe witnessed 
a post pandemic recovery in the 
home textile sector, with structural 
uptick in demand owing to work 
from home/hygiene attributing more 
relevance to bed sheets/towels use. 
Home textile manufacturers have 
been operating at higher capacity as 
orders continue to galore. The retail 
demand in US has recovered rapidly 
post COVID on the back of massive 
stimulus package provided by the 

US government, which eventually 
boosted the disposable income 
significantly. Further, reopening of 
the economy (including retail outlets) 
and regaining of lost employment by 
the broader population has enhanced 
this effect even more. The National 
Retail Federation (NRF) reported an 
increase of 5.5% in retail spending in 
2020, which is highest in the decade. 
The strong momentum in spending 
so far in 2021, it has been expected 
that the growth in US retail spending 
in 2021 could be in between 10.5-
13.5%. The US is witnessing around 
14% increase in home improvement 
spends in CY21. Further, the pan-
demic saw large-box retailers gain 
share amid retail consolidation in 
the US, and therefore, Indian textile 
players exporting to the US will be 
vastly benefitted. As per CRISIL, the 
demand for home textiles to grow 
by 20-22% in FY22 after a modest 
de-growth of 7-8% in FY21 on account 
of extended stay at home period 
from Q2FY21 and re-opening of retail 
stores in key export markets. Thus, 
sudden surge in demand for textile 
products will underpin the earnings 
growth of Indian textile manufac-
turers going ahead and Himatsingka 
being the leading integrated textile 
players will be benefited from surge 
in export demand.

Key Risks
  Any volatility in key raw material 

prices such as cotton prices can affect 
the profitability of the company.

  Any further disruption on account 
of COVID in US markets could have 
negative implications on its revenue 
growth.

Valuation
HSL is one of the leading vertical 
integrated textile player in India 
having strong presence in export 
markets. US accounts nearly 90% 
of its topline and recent surge in 
demand for home textile products 
from US and Europe will definitely 
boost HSL’s revenue growth going 
ahead. Further, China+1 strategy 
the big advantage for Indian textile 
companies, as the global manufac-
turers are moving away from China 
to diversify and shift manufacturing 
to other competitive nations. So, 
these macro factors will help HSL 
to sustain its growth in long run. In 
addition, its integrated operations 
aid in maintaining stable margins 
amid volatility in raw material prices 
especially in cotton and yarn prices. 
In order to meet the growing export 
demand for home textiles, company 
has expanded its terry towel and 
bed sheet capacity. Hence, once the 
demand will start reviving company 
will get the benefit of operating 
leverage and as the company has 
done its capex program there will 
be no further major capex in next 
2-3 years, which will aid HSL to 
reduce its debt. Reduction in debt in 
coming years will help the company 
to improve its earnings growth and 
return ratios going ahead. Thus, we 
hold our Positive view on Himats-
ingka and recommend our investors 
to BUY the scrip with target of Rs 340 
from 12 months investment per-
spective. At CMP, the scrip is valued 
at EV/EBITDA multiple of 7.2x on 
FY23E Bloomberg consensus EBITDA 
estimates of Rs 694.9 crore.

Particulars (in Rs Cr) FY20 FY21 FY22E FY23E

Revenue 2,197.5 2,120.0        3,132.3         3,655.0 

Growth (%) -10.7% -3.5% 47.7% 16.7%

EBITDA 417.8          301.6           577.3            694.9 

EBITDA Margin (%) 19.0% 14.2% 18.4% 9.0%

Net profit 13.1          (52.8)           214.1            301.6 

Net Profit Margin (%) 0.6% -2.5% 6.8% 4.0%

EPS (Rs) 1.3            (5.4)             20.4              29.1 
Source: Bloomberg consensus
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Monthly Insight
Performance
Since Jan-2019... return @CAGr 29.3%
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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 

31-Aug-21 1920864 5080743 (120808) 4959935 

27-Sep-21 (97678) 5531501 137699 5669200 

*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 September 27, 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

Aptus Value Hsg. Finance 01-Oct-21  1577 317.0 499909 450  42.0%        

Birlasoft 01-Oct-21 1220 410.0 500200 485 18.3%        

Himatsingka Seide 01-Oct-21 1838  272.0 499936 340 25.0%        

HCL Tech 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% 08-Sep-21 650.0 598000 97667 19.5% 37 193%

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% 14-Sep-21 250.0 577500 77385 15.5% 75 75%

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% 31-Aug-21 716.8 605696 105896 20.8% 120 63%

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% 17-Sep-21 2350 564000 67701 13.6% 200 25%

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%

Monthly Insight 
recommendation 
Performance Sheet
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Script Buying 
Date

QTY Bought
Rate
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Target
Return
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Date

Booked
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Value Profit Return Holding 
Days

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

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

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

ICICI Securities 01-Jul-20 1050 476 499818 620 30.2% 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% 13-Sep-21 215 387000 -113089 -23% 927 -9%

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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TexTiLe:  
IN FOCUS AFTER LONG TIME

SeCtOr OutLOOK

Indian textile sector after a long lull period between 
2015-20, again came into lime light on the back 
of strong export demand, China + 1 strategy and 
government stimulus to revive the sector. In past 

couple of years, India has been loosing its market share in 
global textile export to Vietnam and Bangladesh despite 
of India accounts for around 27% of the global cotton 
capacity and has the world’s second-largest labor force 
along with significantly lower water costs. The loosing 
of market share is attributable to the Europe Union’s 
duty-free access to several countries like Vietnam, 
Bangladesh, Cambodia and Pakistan, while imports from 
India attract a ~10% duty and involve higher power costs 
& longer lead times. Strong tailwinds that should support 
India’s overall textile exports are 
the US ban on cotton from China’s 
Xinjiang region (from Jan-2021), 
extension of the RoSCTL (Rebate of 
State and Central Taxes and Levies) 
scheme till Mar-2024, acceleration 
of the China+1 theme and expected 
positive outcome of the free trade 
agreement (FTA) negotiations with 
the UK, EU and Canada. In recent 
years, China prominence in Global 
textile exports have been weakening 
driven by realignment of global 
supply chain in search for China +1 
strategy and trade dispute with US. 
The weakening dominance of China 
in global textile export present India 
with disproportionate opportunities 

of growth in exports markets. This coupled with strong 
domestic market growth driven by favorable macros like 
rising urbanization and increasing disposable income 
of middle class presents a structural growth runway for 
the industry. However, these set of opportunities will 
require hand holding on the policy and reforms and the 
readiness of the industry players to grab the underlying 
opportunity with both hands. Global manufacturers in 
order to de-risk their supply chain concentration from 
China have started shifting manufacturing operations 
from China to alternate sourcing destinations. India 
stands out as a suitable ‘+ 1’ destination due to abundance 
of raw materials, cheaper labor, improving ‘ease of doing 
business’ and strong manufacturing infrastructure with 

presence across the value chain. Most 
of the Indian textile companies have 
already started witnessing improved 
order books, fresh enquiries and 
increased wallet share with existing 
accounts. It is believed that a positive 
outcome of the FTA talks will be a 
game-changer and would guarantee 
a level playing field for Indian textile 
companies in the EU and UK markets. 
Further, government is also lending 
their support to textile sector through 
announcing PLI scheme for man 
made fibre and technical textiles. 
The cabinet has approved the PLI 
scheme for textiles for MMF (man-
made fibre) apparel, MMF fabrics and 
ten segments/products of technical 

India stands out 
as a suitable ‘+ 1’ 
destination due to 
abundance of raw 
materials, cheaper 
labor, improving 
‘ease of doing 
business’ and strong 
manufacturing 
infrastructure with 
presence across the 
value chain.
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textiles with a budgetary outlay of Rs 10,683 crore that 
will be provided over 5 years. Thus, Indian textile sector 
is well placed to capitalize on the emerging opportunities 
and to start the next leg of growth journey. 

Strong export demand to boost textile 
companies earnings growth
The US has been one of the leading markets for Indian 
textiles and apparel products. Rather, the US is the 
biggest and most crucial geography for Indian home 
textile players due to the country being the largest 
consumer market in the world, sheer size of its economy, 
the large proportion of organized retail in the country, 
and homogeneity in consumer tastes. India has a strong 
presence in the home textiles category in the US with 
around 39% share in the US’ total imports. US and Europe 
witnessed a post pandemic recovery in the home textile 
sector, with structural uptick in demand owing to work 
from home/hygiene attributing more relevance to bed 
sheets/towels use. Home textile manufacturers have been 
operating at higher capacity as orders continue to galore. 
The retail demand in US has recovered rapidly post 
COVID on the back of massive stimulus package provided 
by the US government, which eventually boosted the 
disposable income significantly. Further, reopening of the 
economy (including retail outlets) and regaining of lost 
employment by the broader population has enhanced this 
effect even more. The National Retail Federation (NRF) 
reported an increase of 5.5% in retail spending in 2020 
which is highest in the decade. The strong momentum 
in spending so far in 2021, it has been expected that the 
growth in US retail spending in 2021 could be in between 
10.5-13.5%. The US is witnessing around 14% increase 
in home improvement spends in CY21. Further, the 
pandemic saw large-box retailers gain share amid retail 
consolidation in the US, and therefore, Indian textile 
players exporting to the US will be vastly benefitted. As 
per CRISIL, the demand for home textiles to grow by 
20-22% in FY22 after a modest de-growth of 7-8% in FY21 
on account of extended stay at home period from Q2FY21 
and re-opening of retail stores in key export markets. 
Thus, sudden surge in demand for textile products 
will underpin the earnings growth of Indian textile 
manufacturers going ahead.

China +1 strategy the big boost for Indian 
textile sector
China+1 strategy the big advantage for Indian textile 
companies as the global manufacturers are moving away 
from China to diversify and shift manufacturing to other 
competitive nations. Global textile manufacturers are 
diversifying their geographical concentration and moving 
from China to other countries which have same scale and 
cost competitiveness. Also, the Covid-19 induced supply-
chain disruptions coupled with the US-China trade 
tensions have accelerated the pace at which companies 
are diversifying their base. Textile manufacturers are 
looking for replacements and India is the most obvious 
alternative to China due to an abundance of raw materials 
and resources, cheap labor, improving ‘ease of doing 
business,’ and large manufacturing infrastructure. In fact, 
Indian cotton is 30% cheaper than Chinese cotton and 
Indian labor is 3x less expensive than China. Thus, global 
manufacturers do not view China as the cost-effective 
haven anymore. Further, India is the largest producer of 
cotton in the world. With abundant raw materials, India 
is already a leader in exports of bed sheets and terry 
towels to the US. China has around 39% wallet share 
in global home textile exports, followed by India with 
11% share. Thus, India is well placed to fully utilize the 
China’s loosing dominance in global textile exports and 
strengthened its position on global front. US have banned 
Xinjiang cotton and its products from being imported 
into the country and that was a big blow to China. Even, 
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Source: Industry report

14% 17% 18% 17% 

22% 15% 14% 14% 

12% 13% 14% 13% 
7% 7% 8% 9% 

45% 47% 46% 47% 

2019 2020 Jan-Jun'20 Jan-Jun'21 

Vietnam China Bangladesh India RoW 

US Retail Sales trend

Source: investing.com

0.0% 

2.0% 

4.0% 

6.0% 

8.0% 

10.0% 

12.0% 

14.0% 

0 
0.5 

1 
1.5 

2 
2.5 

3 
3.5 

4 
4.5 

5 

2015 2016 2017 2018 2019 2020 2021E 

US Retail sales (US trillion) Growth (%) 

Cotton Apparels up share imports of US

Source: Industry report

14% 17% 18% 17% 

22% 15% 14% 14% 

12% 13% 14% 13% 
7% 7% 8% 9% 

45% 47% 46% 47% 

2019 2020 Jan-Jun'20 Jan-Jun'21 

Vietnam China Bangladesh India RoW 



32October 2021 INSIGHT

US Senate has passed a bill to make it official. Following 
this, China has seen its market share tumble in nearly 
every cotton category. Market share gains for India are 
evident in Cotton Made-ups, and within that, especially 
in Bed Linen where market share has shot up from 
51% in Jan-Jun’20 to 62% in Jan-Jun’21. In addition, any 
progress on the FTA front will allow India to compete 
head-to-head with countries like Bangladesh, Turkey, 
Pakistan, Vietnam, and China. Currently, India is losing 
out to Vietnam, Bangladesh, Pakistan and Turkey as these 
countries have an FTA with the EU. India has recently 
reinitiated FTA dialogue with the EU and prospects for 
the same looks promising, especially with the arrival of 
Mr. Piyush Goyal in the Textile Ministry. Currently, India 
faces a tariff burden of ~10% relative to these countries, 
and hence, is unable to compete. Thus, government need 
to promote more stimulus towards the textile sector, so 
that India can compete with Vietnam and Bangladesh and 
gain market share in global exports front. 

Government support to the sector
Textile sector is one of the largest employment generating 
sector and a major contributor to the forex earnings, thus 

the sector holds its socio economic importance in the 
manufacturing landscape of India. Due to its strategic 
importance in the nation building, government has 
taken several measures for the upliftment of the textile 
sector ranging from conducive FDI policies to sector 
level schemes. In the past, government had unleashed 
a series of reforms such as Scheme for Integrated 
Textiles Park (SITP) in aim to facilitate textile units 
to meet international and environmental standards 
by providing support for common infrastructure and 
buildings within parks. Government has amended the 
Technology Up-gradation Fund Scheme (ATUFS) in order 
to enable technology up gradation in textile sector by 
providing capital investment subsidy across different 
segments of the textile value chain. The objective is to 
facilitate augmenting of investment, productivity, quality, 
employment, exports along with import substitution in 
textile industry and to indirectly promote investment in 
textile machinery manufacturing. In addition, government 
has also launched Integrated Skill Development Scheme 
for the Textiles and Apparel sector (ISDS) in order to 
provide specific skills as per the requirement of apparel 
and other segments of the textile industry, as well as 
employee-trained persons in related occupations. 
Recently, textile ministry has extended the RoSCTL 
under the prevailing rates till 31st Mar’24. The maximum 
rebate allowed remained at 6.05% for apparel and 8.2% for 
made-ups. The delay in declaring the rates was hurting 
textile exporters, and thus, the announcement cast away 
the shadow of doubt over reduced rebate rates. This move 
was aimed at maintaining global competitiveness of the 
textile sector. RoSCTL has a net effect of ~4-6% on the 
top line of Textile exporters, and therefore, continuation 
of the same will preserve the level-playing field. Further, 
in order to boost the manufacturing activities and to 
make India global hub of manufacturing, government 
announced PLI in Man Made Fibre (MMF) and Technical 
Textiles. The cabinet has approved the PLI scheme for 
textiles for MMF apparel, MMF fabrics and ten segments/
products of technical textiles with a budgetary outlay of 
Rs 10,683 crore that will be provided over 5 years. India is 
primarily focused on cotton textile whereas 2/3rd of the 
international textile market is of man-made & technical 
textile. This PLI scheme has been approved so that India 
can also contribute to the production of man-made fibers. 
The main objective of the scheme is to enhance India’s 
manufacturing capabilities by increasing investment 
and production in MMF segment and Technical Textiles. 
It is expected the PLI scheme in textile will boost the 
competitiveness of exports by 4-5%. All these initiatives 
and reforms taken by the government will help Indian 
textile sector to regain their lost market share in global 
export front and to achieve the dominant position 
globally. 

 Countrywise share in textile exports (%)
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Higher yarn prices to benefit integrated 
players
Cotton yarn price has gone up significantly in last 6 
months, which actually hurt the non integrated textile 
players mainly hosiery manufacturers. However, inte-
grated textile players which have captive spinning mills 
are benefited from high yarn prices. Cotton prices have 
been on the run since last year, rallying from Rs 100 per 
kg in August 2020 to around Rs 160 per kg in July 2021. 
With the advent of Covid-19 pandemic induced lockdowns 
across the globe, demand for cotton and textile products 
dipped significantly in H1CY20, leading to a sharp drop in 
prices. However, as the economies re-opened, there was 
robust demand for cotton by mills in addition to strong 
export demand for Indian yarn and fabrics, which led 
to rapid rise in prices. Generally, higher cotton prices 
was negative for yarn spinners as higher cotton prices 
resulted in reduction in cotton yarn spreads. However, 
this time as the economy re-opened gradually, a sup-
ply-shortage situation was created due to lesser mills 
being operational and on account of aggressive demand 
to replenish the inventory, resulting in higher demand 

for cotton yarn which pushed the yarn prices higher than 
cotton prices, thereby increasing cotton-yarn spread. 
Cotton yarn spread have been increasing since December 
2020 and thus aiding the margins of yarn spinners. The 
surge in demand for cotton yarn has enabled the yarn 
manufacturers to pass on the higher cotton prices, thus 
taking the benefit of the situation. Textile companies 
having captive yarn spindles have benefited from higher 
cotton yarn spread and it is expected that the higher yarn 
price to continue in next few quarters.

Domestic demand to pick up ahead of 
festive season
As the number of COVID cases has started to recede and 
economy has gradually opening up, the apparel retailers 
are now pining hopes on demand revival ahead of festive 
season. The second wave of COVID pandemic adversely 
impacted the domestic textile manufacturers as there 
has been regional lockdown across the country. Howev-
er, the impact was not so severe compared to 2020 when 
India had gone through longest lockdown in the world. In 
2nd half of FY21, the apparel retailers saw sharp demand 
recovery in 3QFY21 driven by good festive and wedding 
demand and the same demand recovery is expected to 
replicate in 2021 also. After a tumultuous second wave, 
businesses are now pining hopes on the festive season to 
boost lost sales. With increase in vaccinations and states 
easing pandemic-led curbs, retailers expect rebound in 
consumer confidence to spike sales. The overall sen-
timents remain subdued in April and May in terms of 
domestic market which led to deferment of buying by 
domestic buyers both at retail level as well as wholesale 
level. Therefore, closure of stores and reduced off take in 
domestic market has resulted in higher inventory level 
for the textile manufacturers. As per some textile players 
the overall demand before the 2nd wave has been strong 
and they expect that in FY22, the textile sector is likely to 
witness demand recovery close to pre pandemic level. For 
most textile players, it is expected a full demand recovery 
by the end of FY22 as COVID fears subside with rising 
vaccinations. Retailers such as ABFRL, TCNS, Trent, and 
V-Mart have announced their return to aggressive store 
expansion plans in FY22, which will help them embark on 
their earlier growth trajectories and gain market share.  

It has been believed that the kind of government support 
the textile sector has been receiving and China+1 strat-
egy, the textile sector will be the next chemical sector 
which witnessed a robust growth in past years. Global 
textile manufacturers are looking for alternative sourc-
ing destinations and started to shift their manufacturing 
base from China due to geo-political developments and 
increasing power/labor cost etc. India remains a key ben-

RoSCTL Rebate

Source: News article
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• IRR generated @9%- 
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eficiary of any spillover effect especially in home textile 
where leadership position in one of the largest exports 
markets, US ensures India’s capabilities in the segment. 
Government is also lending its support to the sector by 
announcing PLI and extending the RoSCTL rebates till 
31st March 2024, which will augur well for Indian textile 

companies. Further, any positive development on FTA 
with Europe union will unlock immense opportunity for 
Indian textile exporters as Europe is one of the largest 
destination of textile exporters. Hence, to sum up, golden 
era is expected to come up for Indian textile sector after a 
long lull period.

Peer set
Company Name Mcap  

(Rs 
crs)

Reve-
nue  

(Rs crs)

EBITDA 
(Rs crs)

PAT  
(Rs 
crs)

EBITDA 
Margin 

(%)

PAT 
Mar-
gin 
(%)

ROE 
(%)

ROCE 
(%)

1 Yr 
Forward 

EV/
EBITDA 

(x)

1 Yr 
For-
ward 

P/E (x)

1 Yr 
For-
ward 

P/Bvps 
(x)

KPR Mills 14,598 3,427 830 515 24.2% 15.0% 24.4 25.5 14.0 20.4 4.9 

Vardhman Textiles 10,433 6,140 814 402 13.3% 6.5% 6.4 7.7 7.3 10.2 1.2 

Welspun India 13,774 7,340 1,352 551 18.4% 7.5% 16.7 15.0 9.2 16.0 3.1 

Trident 12,230 4,531 817 304 18.0% 6.7% 9.6 9.6 9.4 16.3 2.7 

Himatsingka Seide 2,408 2,258 289  (53) 12.8% -2.4% -4.0 3.8 6.9 9.1 1.5 

Indo Count 
Industries

5,208 2,519 377 249 15.0% 9.9% 22.0 23.1 10.7 14.9 2.8 

Filatex India 2,246 2,227 347 166 15.6% 7.4% 22.9 15.4 N/A N/A N/A

Arvind 2,515 5,073 463  (28) 9.1% -0.5% -1.0 4.2 5.6 8.6 0.9 

Kewal Kiran 1,080 303 19 19 6.2% 6.4% 4.4 5.7   N/A  N/A  N/A 

SP Apparels 800 652 104 43 16.0% 6.6% 9.3 9.3 5.5 8.7 1.2 
Source: ACE Equity & Bloomberg



35 October 2021INSIGHT

Corporate Management 
Concall Highlights

mAnAgement COnCALL

HDFC Life Insurance acquired Exide Life 
Insurance Management concall
Deal highlight
• HDFC Life Insurance continue to grow faster than the 
overall life Insurance market, company is always actively 
seeking opportunity for inorganic growth.

• A key consideration while evaluating the potential target 
is consistently high growth business, 
distribution capability and ease of 
executions.

• In line with the expectation, com-
pany has acquired 100% equity stake 
in Exide Life Insurance company. The 
acquisition has been done with issue 
of 87 million shares at issue price of 
Rs 685 per share and cash payout of 
Rs 726 crore aggregating to Rs 6,687 
crore. 

• Upon the completion of the trans-
action, Exide industries will hold 4.1% 
stake in HDFC life. This transaction 
is expected in 2 steps process with 
merger of Exide life in HDFC life. The 
entire transaction will depend on the 
subsequent regulatory approvals.

Rationale of the deal
• The proposed transaction will 
strengthen company’s distribution 
network and will offer wider bouquet 
of products as well as sales and 
service touch points.

• Employees and agents will also be benefited from larger 
and stronger organization that will build post the merger.

• This amalgamation will unlock significant value for all 
its stakeholders. Over the years company has articulated 
on focusing high quality agency channel. Company’s 
agency channel grew by 49% YoY during 1QFY22 con-
tributing nearly 15% of new business and has 13 months 
persistency of more than 90%.

• Company has added most number 
of agents among private life insurance 
during 1QFY22. On successful com-
pletion of the merger, Exide life will 
add 40% to the topline of HDFC’s life 
agency business and 35% to company’s 
agent base.

• HDFC life will also get benefit from 
other distribution channel including 
brokers, direct and co-operative 
banks.

• Exide life complement HDFC life 
geographical presence and has strong 
foot hold in South India especially in 
tier 2 & 3 towns, thus providing access 
to wider markets.

Synergies
• The merger will augment the 
HDFC’s life Embedded value (EV) 
by around 10%. The EV of Exide life 
as of 30th June 2021 is Rs 2,711 crore 
implying the combined EV of more 
than Rs 30,000 crore.

This amalgamation 
will unlock 
significant value for 
all its stakeholders. 
Over the years 
company has 
articulated on 
focusing high quality 
agency channel. 
Company’s agency 
channel grew by 49% 
YoY during 1QFY22 
contributing nearly 
15% of new business 
and has 13 months 
persistency of more 
than 90%.
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• HDFC life scale, market leading digital channel and pru-
dent management strategies will aid in optimizing cost 
and achieving higher margin for the acquired business.

• Company is expected to realize this synergy over the 
period of 18 to 24 months.

• The private market share is expected to boost over 
1% and asset under management (AUM) of HDFC life 
is expected to increase by around 10%, thus taking to 
beyond Rs 2 trillion.

• This transaction will enhance the value of all stake hold-
ers by improving the new business margin via operating 
leverage and product mix optimization.

• Company will look forward the completion of the 
transaction in coming months.

Exide life position 
• Exide life has built the agency channel strong over the 
years. Exide life geographical presence also complement 
the company’s geographical presence. Exide life has 
strong presence in South and beyond metros that is Tier 
2 & 3 cities.

• Exide life market share is steady at 1.3% and that is not a 
concern. 

• Exide life variable cost is very much in line but the fixed 
cost is little higher because of tail issue. The combination 
of offer HDFC life’s product by using their distribution, 
thereby improving the productivity and that is rationale 
behind the acquisition.

• On valuation front, comparing the recent deals in past 
few years, market has moved significantly and today the 
deal has happened at 35% discount to market multiple and 
this is excluding HDFC life bucket of companies.

• Exide life has 10 lakh customers and number of policies 
they have is quite decent. 

• Exide has strong agency channel 
and achieving 40% increase in agency 
channel by organically will require 
lot to time. It will take nearly 18-24 
months to build that kind of scale and 
quality.

• The new business margin for Exide 
life is in positive zone. The cost ratios 
of Exide life is 60% higher than HDFC 
life cost ratios. 

• When the scale benefits will start 
coming then it will reduce the cost 
overruns and then it will be accretive. 

• Exide life 13 months persistency is 
steadily increasing, while 60 months 
persistency is still worked on. 
Currently, the Exide life 13 months 
persistency is 73%.

• The productivity of Exide life is higher as the merger 
will add 38% APE (annual premium equivalent) and 40% of 
agent. The agent productivity slightly at lower level and 
that is an opportunity as the agent post the deal can offer 
higher number of products. The business is also profit-
able in last 6-7 years. 

• The rationale behind the acquisition is the upside in 
overall business post the deal.

• The COVID claim of Exide life is similar to the industry.

Expected timeline for deal completion
• Company is expecting 6 months timeline for all regula-
tory approval for the completion of the transaction.  Post 
that company is expecting 12-15 months of time frame for 
the normalization. 

• Exide life has 11% of protection and they have done 
pretty well. Unit link for Exide Life is at 5%. The product 
mix is very similar to the HDFC life. 

• Exide life has some interesting products in the basket. 
In terms of distribution, Exide life has 60% agency, broker 
channel is around 23%, corporate agency 7% and direct 
channel is 10%.

• Top 3 players sell more unit linked products nearly 
50-70% of total products. 

HDFC life business is growing
• HDFC life has been growing 40% in agency channel even 
in the pandemic. Company’s agency channel persistency 
at 90% better than the company level persistency. 

• Company wants to grow at a CAGR of 20% in agency 
channel and for that this acquisition is very important.

• There is a 1 year lock in for Exide industries post the 
deal. But Exide will continue to be as share holder as 
there is untapped opportunity in India’s life insurance 
sector.

• The cash HDFC life is giving to Exide 
life is because Exide life has to pay 
the tax which will arise due to this 
transaction.

• The rationale behind the acquisition 
is complimentary to geographical 
presence and accretive to distribution 
channel.

• The synergies will get realized 
in difference in the cost structure 
because of the scale. The synergy will 
be in common operating cost front.

• New product launches will not be 
delayed due to this transaction.

• Exide life solvency is higher than 
HDFC life. HDFC life believes that 
cash flow company generates will 
partially solve the solvency issue.

On valuation 
front, comparing 
the recent deals 
in past few years, 
market has moved 
significantly and 
today the deal has 
happened at 35% 
discount to market 
multiple and this 
is excluding HDFC 
life bucket of 
companies.
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• EV adjustments post the deal will happen line by line.

• Exide life more than 60% business come from Tier 2 & 3 
cities which is again an important aspect to look in.

• Company doesn’t expect any significant adjustments to 
EV may be 3-5% adjustments can happen. On cost front, 
Exide life is around 20% of cost to revenue, while HDFC 
life is around 12-13%. Over the time the cost will normal-
ize to HDFC life’s numbers.

• The deal is a value accretive for HDFC life and after 15 
months Exide life will become the subsidiary and it will 
represents the 10% of HDFC life’s total business.

• HDFC life has been using agency model quite exten-
sively. Company has learnt how to onboard the agent and 
to retain the agent.  Company’s 26% of agency business is 
in south and company believes that the deal will give 15% 
incremental growth in South market.

ZEE Entertainment and Sony Merger 
Conference Call Highlights
To create largest media company
Merger will create the largest media company across 
geographies. Merger is also in line with Zee 4.0 strategy 
and aim to create and maximise shareholders wealth. 
Sony has strong understanding of world media and the 
Merge Co. will have ~25% market share and close to US$2 
bn revenue.

Deal contours
Post-merger ZEEL’s shareholders will have 47% share of 
the merger entity based of the initial merger ratio. Not yet 
decided which company is merging into what. Indicative 
share swap ratio based on advisors and pretty comfort-
able, but everything is subjected to due diligence but 
wouldn’t be way off from the present ratios. CCI norms 
differs for different sectors, it will be based on national 
level and based on state level segregation. Deal arrived 
with Sony after months of negotiation, it is subjected 
to due diligence and beyond that there’s not much risk. 
Determined relative valuation framework, fair assessment 
of businesses and whatever in the public domain and took 
advise of advisors and then came up with the swap ratios. 
ZEEL has thus chosen the best offer 
made to the company. 

Less Overlap
Sony channels complementary to 
Zee Entertainment and have great 
working relationship. Infusion of cash 
by Sony will enable digital initiatives. 
Overlaps are largely in the Hindi 
channels of GEC and it is going to be a 
detailed analysis which the Merge Co. 
board will take until then there will 
be status quo. Even on the OTT, the 
decision will be taken by the Merge 
Co board whether to run 2 apps 
(ZEE5 & Sony Liv) or 1. On the gaming 

business, a lot have been discussed but not decided. 
However, there will be a lot more digital initiatives ahead 
and there will be investment in technology side. Brands 
will continue as they are, only companies will merge.

Channel rationalisation
Each channel has unique viewers and maximisation of 
reach and viewership is the criteria for ZEEL; there is 
uniqueness and distinct between Sony’s channels and 
ZEEL’s and hence rationalisation is difficult

Merger synergies
Merger will bring in tremendous synergies in line with 
Zee 4.0 strategy to generate significant value for all stake-
holders. Synergies range from 6-10% on the revenue side 
based on global mergers and would aim for that before 
working on the cost aspects; certainly, on the digital front 
there will be synergies difficult to comment on linear side.

View on sports business
ZEEL sold Ten sports to Sony and it will now come back 
to merged entity. Mr. Goenka believes a lot has changed 
since when it was sold and the digital ecosystem has 
changed and this is a good time to enter in a far more 
gusto manner in Sports business and management 
excited about that. Sports are about properties and see 
immense potential

Management & Board
Mr. Goenka would remain MD as far as board approval 
and remuneration will be decided by board. Only one 
person from current promoter family on merge Co board 
which will be Mr. Goenka.

Promoter shareholding
As part of deal there will be transfer of 2% stake from 
Sony to promoters so that they don’t get into same 
business (non-compete agreement), post which it would 
be 4% only after SEBI’s approval (no change in promoter 
stake). Promoter family stake can be increased up to 20% 
based on any suitable scheme ahead (which has been left 
open to discussion)

Merger timeline
Generally, merger takes 6-8 months which is the timeline 
expected for this deal; it would need approval of 75% of 

the shareholders

Merge Company cash balance
Cash balance of Zee at USD 170 mn 
as of June 2021; USD 1.575 bn brought 
in by Sony is over Zee’s cash balance. 
Cash will be available with the merged 
entity. ZEEL will maintain ROCEs as 
in the past

Industry view
Consolidation always helps the 
industry and have an impact there; 
competition is always strong for the 
past 30 years and will remain so.

Merger will create 
the largest media 
company across 
geographies. Merger 
is also in line with 
Zee 4.0 strategy 
and aim to create 
and maximise 
shareholders wealth.
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Post-merger strategy
Capital allocation will be decided by Merge Co board but 
Mr. Goenka will pitch in with previous shared views. Kids 
and Sports channels are coming on board post-merger. 
Sports will be a core portfolio and investment thought 
process even as music as well. Capital allocation will 
be done by new board of Merge Co. Priority of focus of 
Merge Co. – 1) Advertisement, 2) subscription, 3) interna-
tional business

Firstsource Solution Ltd. Management 
Concall
BPO sector
• BPO covers enterprise solution. There are industry 
specific BPOs. India become capital of doing finance and 
accounting.

• There are robotics, chatbots and other new edge solu-
tions which BPO looks at.

Business model
• In first innings, First source solution was promoted by 
the promoter then RPG has taken over the company.

• In last 4 years company has made a turnaround.

• Company has very modern set of technology to satisfy 
the customers. Company is now investing so that their 
delivery engine become very resilience and deliver on the 
time.

• About 50% business come from banking & finance, 
26-30% from healthcare and 20% from communication, 
media & technology.

Geographical presence
• Company’s 65% of clients are US based, 35% UK clients 
and 3-5% India clients.

• Digitally empowered contact center accounts 46% of 
revenue, while intelligent back office contribute 47% and 
platforms, automation & analytics hold 6% of revenue. 

• Unlike other BPOs about 70% revenue come from 
onshore that is client site and 35% offshore that is from 
India.

• Company is among few operators to 
operate in major cities in US. 

• Healthcare provider business 
is mostly localized. Company has 
presence in 1800 hospitals in US. 

• In UK, company is as local service 
provider as UK customers want more 
localized.

• Company has sharpened the focus 
on certain segments in which com-
pany is the leader.

• In banking & finance segment, in 
US mortgage, company is the leader 

and even in UK mortgage space, company has strong 
presence.

• The credibility and referencebility are very important in 
the business.

• Credibility and leadership is important for the growth of 
the company.

• In healthcare RCM (Revenue cycle management) busi-
ness company is the leader. In last quarter company has 
reported highest ever sales in healthcare segment.

• Company is now focused on media sector in North 
America and is also focusing on fintech sector.

• Now it is the time to pick up the next set up of tech 
company which will grow in the future.

• Company ensures that there is right sales leader and 
right product.

Focusing on technology
• Historically, BPO is people driven business and now it 
is focusing on technology driven that is robotics or chat 
bots. Company is investing heavily on technology.

• Company is focusing on digital as company has core IT 
background.

• Company recently opened a technology centre for 
leading technology company. There company trained the 
low income people for technology jobs.

Growth outlook
• In last year, company has become the fastest growing 
BPO company and is expecting 15-18% growth in FY22.

• Company’s geographical focus is in US and UK and has 
small business in India. In India, company is focusing on 
large corporate.

• Company is working hard in Europe and intent to make 
it a customer market just like it did in UK.

• Company has leading collection for credit cards. Com-
pany is finding great traction in fintech.

• In early stage, company is evaluating 
in education tech sector. Company 
is evaluating how to enter into this 
sector.

• Company’s aspiration is one of the 
top growing company in the BPO 
sector.

• Company is also looking the 
inorganic acquisition and company is 
evaluating on this opportunity.

• In next 3 years company will be in 
better place with stable margins.

Controlling cost
• Increasing employee expenses will 

Company has very 
modern set of 
technology to satisfy 
the customers. 
Company is now 
investing so that 
their delivery 
engine become 
very resilience and 
deliver on the time.
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put short term pressure on the margins. Talent hunt is 
same for US, UK and India.

• In some contracts, company has the capability to pass 
on the costs. Company is focusing more on automation. 

• Automation in restaurant on selecting the menu and 
placing the order & serving the food save the restaurant 
cost by 25-30%.

• Automation in BPO sector is the long term answer. Cur-
rently, company is not witnessing the margin pressure 
because of work from home.  

• BPO has not so much of talent crisis or high employee 
expenses or employee attrition like traditional IT 
companies.

• Company has guided operating margin around 11.8-
12.3% in FY22. However, gross margin will be at higher 
side.

• Company doesn’t expect any material movement on cost 
structure from last year.

Acquisition
• Company has acquired PatientMatters, RCM solutions 
provider for USD 13 million. The acquisition complements 
Firstsource’s Provider Business on two dimensions: 
strengthening presence in large markets like Texas and 
New York and adding new capabilities of pre-authori-
zation and patient bill estimation at the front-end of the 
RCM cycle.

• PatientMatters is small acquisition with revenue of USD 
17-18 million and it is complementary to the company. It 
has very good Saas product.

• Company has the plan to improve the margins of 
PatientMatters by optimizing the cost like shutting some 
small offices in US.

Shift of demand
• In BPO sector, people is the only 
asset as they are the revenue earners. 

• In last 6 years lot of BPO demand 
is coming from tech sector and the 
demand shift is slowly going away 
from banking/finance to tech sector.

• BPO doesn’t has such pronounce 
change like IT sector so there is no 
cyclicality in BPO sector.

• Lot of companies are shifting to 
digital contact centers. 

• BPO is less penetrated than IT and 
hence there is greater runway for the 
BPO sector.

• Healthcare and healthcare plans 
services are onshore business. Hence 

the onshore and offshore mix is balance for the company. 
The offshore margin is higher than onshore.

• GCC (Gulf region) healthcare model is close to US 
healthcare model, while the Europe and UK has different 
healthcare model.

• GCC and Asia is not in radar for the Firstsource solu-
tion. Company’s focus is more on US, Canada and Europe.

Relationship with clients
• Company has reduced the concentration from top 5 cus-
tomers also changed the composition of top 5 customers.

• Company has 18 years of relationship with its largest 
client, thus maintained strong relationship with the 
customers. Company has healthy renewal rate of nearly 
80-90%.

• FY21 was the exceptional year for BPO industry. Last 
year company has build up new relationships. Company 
expects moderation in growth in US mortgage sector 
from last year. 

• The composition of business is changing and company is 
focusing on servicing. 

• Company sees lot of growth in mortgage business and it 
will grow at healthy rate in next few years.

• Health business has delivered good growth during the 
FY21. Company expects good growth in healthcare in FY22 
as it is one of the growth driver for the company.

Factors driving margins
• The factors which will drive the margins for the com-
pany going ahead are 1) To make Delivery engine sharper 
and sharper, 2) To increase the Scale of business, 3) 
Portfolio mix change, focusing on high margin service and 
4) Investing for the future.

• Recently, company has partnered 
with speaclailsed healthcare software. 
Company is doing partnership for 
future growth.

Adopting the technology
• Among the sectors, healthcare is 
the sector where the clients are very 
cautious of adopting the technology. 
However, health plans are more 
aggressive in adapting the technology. 
Hence, the adoption of technology 
across healthcare sector is mixed.

• Company has spent lot of money 
on employee to get connected by 
providing them laptops and internet 
connection. Company has saved on 
travel front but incurred cost on 
building office infrastructure. Com-
pany expects a percentage of employ-
ees to work perpetual from home.

The factors which 
will drive the 
margins for the 
company going 
ahead are 1) To make 
Delivery engine 
sharper and sharper, 
2) To increase the 
Scale of business, 
3) Portfolio mix 
change, focusing on 
high margin service 
and 4) Investing for 
the future.
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KPR Mills Ltd. Management Concall
Company background
• KPR mills promoters are first generation promoters and 
belongs from agriculture family.

• Company has started the journey with weaving and 
hosiery. Company has entered the hosiery market in 1990 
and slowly started exporting to European countries.

• In 1996, company has set up spindles mills for captive 
yarn consumption. Company has also set up knitting 
facility and processing and by 2005, company has become 
total integrated player in textile sector.

• Company thought of taking the company in global level 
and thus came up with the IPO.

• Company has approached to the PE investors. In 2006, 
one investor from US invested USD 25 million into the 
company and company went for listing in 2007.

Integrated textile player
• Whenever company has expanded the garments, 
simultaneously company has also expanded in backward 
integration.

• Company installed windmills for captive power con-
sumption. Tamil Nadu is major windmill area. Company 
has put sugar factory at Karnataka for power require-
ment. In last few years company has supplied power from 
Karnataka sugar unit to its spindle units. Company has 
both windmill and cogeneration power for its captive use.

• After 2015, company has total installed capacity of 
370,000 spindles and running at 100%. Post that company 
is planning to expand on value added products like in 
garment. Company consume nearly 40% yarn for captive 
and rest 60% company sell in the market.

Capacity expansion both in garment & ethanol
• Government has announced nearly 
20% ethanol mix in fuel, which is 
a game changer for sugar sector. 
Company has   130,000 litre capacity 
of ethanol. 

• Company is setting up garment 
capacity of 42 million pieces.

• Company is looking for clear 
clarification from government on PLI 
scheme in textile sector. 

• There are 2 projects are underway, 
one is Rs 250 crore in garments and 
another setting up of ethanol capacity 
which will cost of around Rs 500 
crore. Around Rs 1000 cr projects 
are on and will come up by Decem-
ber 2021. New Ethanol capacity will 
start full utilization from December 
2021. In garments, the ramp up will 
take nearly 10-12 months and after 

that company will think about next phase of expansion. 
Company has no plan to expand in spinning capacity.

• Recently, company is sitting on healthy cash, hence 
there will be no challenge in funding the capex.

Pandemic impact
• In the beginning of 2020, during March when lockdown 
was there the entire country was in panic. Company has 
23000 employees, which are mostly migrant employees, 
hence it was a bad phase. 

• All the peer companies takes 3-4 months to reach 70% 
capacity utilization of pre covid level while the KPR 
reached 90% in just 1 week as the company provided 
hostel and accommodation for its employees and work-
ers. For this approach company got appreciation from the 
Ministry of Textile.

Cotton price moved up
• In cotton, CCI (Cotton Corporation of India) involve in 
cotton procurement. Recently it procured nearly 100-120 
lakh bales of cotton which create a supply crunch. Cotton 
price has moved up from Rs 42,000 per bale to Rs 57,000-
58000 per bale. Cotton is available but the price has gone 
up.

• Around 150 lakh bales have gone to non consumers and 
that the reason the price has gone up. Again the demand 
for export of cotton has increased because of China+1 
strategy.

• Company always procure cotton in offseason. OCTOBER 
to November the season start. Company procured cotton 
currently as this is not the season and price is also lower 
and quality is also good. Company has good inventory of 
cotton for next season.

• Company is expecting cotton price to come down in 
next season. The cotton price recently has come down 

from Rs 58,000 to Rs 55,000 per bale. 
Company expects cotton price to 
come down to Rs 48,000 to 50,000 per 
bale in next season.

• CCI always interfere when the CMP 
is below MSP. Now the MSP is Rs 
45,000 per bale which is higher than 
CMP and thus CCI will not interfere 
as of now.

Focusing on value added prod-
ucts & Retail
• In textile, there are few countries 
which have integrated operations. 
Garmenting is a challenging business. 
In terms of RoCE garmenting is ahead 
of spinning, thus company think to 
make spinning as captive use and go 
for value addition i.e. garmenting.

• The year 2020 was exceptional 
year for spinning because of higher 
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international demand on the backdrop of COVID. Such 
scenario will not sustain in long term.

• In FASO brand company is reporting turnover of Rs 
9 crore. Company is new to the retail brand and may 
company will struggle in next 2-3 years to stand in this 
segment.

• In retail there is manufacturing, distribution and 
marketing and company has strong manufacturing. In 
distribution and marketing company is working on that. 
Company has own marketing team.

• Due to pandemic the retail division has got affected. 

• For exports company only use the forward contracts for 
both dollar and Euro.

Product mix & in-house manufacturing
• Products are classified by the customers as company 
supply the products to large customers like Marks & 
Spencer, etc. Product mix is 40-45% men wear, 40% 
ladies wear and 20% is kids wear. All these depend on the 
customers’ requirement.

• Company is focusing on realization by choosing better 
pricing. Customers are coming up with multiple styles 
but company only choose those styles which have better 
pricing. Company is giving more attention on volume. 

• Transport is negligible as all the processes are inside 
the company and that benefit the company of being an 
integrated company. In industry, the standard rejection is 
2% but when you outsourced the products, the rejection 
rate increase to 3-4%. Apart from low rejection rate the 
transport cost is also low in in-house production.

• Company is adding the new customers and also the 
existing customers have increased their volume. The 50% 
volume is coming from new customers and 50% from 
existing customers. 

• Initially the new customers give low volumes and over 
the time the new customers increased their orders.

Export 
• Exports accounts 40% of revenue. In garment division 
the utilization is 100% and totally is export. In yarn only 
10% is export and the focus is on domestic market.

• In last 2-3 months the order inflow 
is high but it is difficult to identify the 
recent surge in demand whether it is 
due to pandemic or China +1 strategy. 
However, China+1 strategy will give 
long term benefit to India. It is the 
opportunity for India in the future.

Cotton Yarn Spread
• In last one year the spread has 
increased. Margins are now 28-29% 
but generally, the yarn margin 
was around 18%. Due to different 
lockdown in different countries, the 

demand for yarn has increased.

• Company always buy Sankar cotton from Gujarat which 
is best in quality which is Rs 1000 per candy. Company is 
focused on domestic market. Nearly 40% of yarn com-
pany consumed for captive and 60% company sell in the 
market.

• The realization of the company is around Rs 270/kg 

• The margins of 28% will sustain in next 3-4 months but 
it is difficult to determine further.

• The new facility in garments (42 million units) will add 
Rs 600 crore in topline with margin of nearly 24-25%.

• During the season company produce ethanol from juice 
and post the season company use the stalk to produce 
the ethanol. Company expects additional revenue of Rs 
600-650 crore from new ethanol capacity.

• Company is an integrated player and deliver 100% 
organic and best quality product. No player in India has 
100% in-house production.

Container availability
• Containers are available and 1 week is the time line and 
prices has also moved up. Most of the company’s business 
in on FOB basis thus company doesn’t face any challenges 
on container availability. The high container cost will not 
be sustainable in long run. It will take 2-3 months the high 
container cost to normalize. 

• On ethanol front, company has target of producing 
nearly 10,000 tone per day and target of producing  12 
lakh tone for this season. The ethanol are procured by the 
oil companies.

• On retail division, company is aim to reach Rs 1000 
crore turnover. Company wants to makes this division 
large in the future. 

Close competitors
• Vardhaman textiles is in weaving space and has no 
presence in hosiery. They are more in fabrics and is not 
in garments. Vardhaman and Welspun are integrated 
players like KPR mills but the products are different.

Growth outlook
• Company is expecting 15% revenue 
growth in next 10 years.

• As company is going more to value 
added products only working capital 
will go up but the RoCE will improve 
going ahead. In value added products 
the capital requirement will be low 
and will generate healthy RoCE. Com-
pany is confident of creating wealth 
for shareholders.

• Current 24-25% margin is highest in 
Industry the long-term sustainable 
margin will be around 20-22%.

Exports accounts 
40% of revenue. In 
garment division the 
utilization is 100% 
and totally is export. 
In yarn only 10% 
is export and the 
focus is on domestic 
market.



42October 2021 INSIGHT

Despite being bullish on the India 
growth story, even the most 
optimistic investor has often fretted 
over the way public sector banks 
(PSBs) have performed over the 
years or the shortcomings of the 
recapitalization programme of 
the Government and the way the 
non-performing assets (NPA) in the 
banking sector have been handled 
by the Government. There have been 
serious shortcomings given there 
was no effective means of getting 
rid of the bad assets and recover 
money albeit asset reconstruction 
companies (ARCs) were in existence 
for significant number of years. 
However, as stated by a RBI paper 
which suggests that the Insolvency 
and Bankruptcy Code (IBC), 2016 has 
been the most successful one with a 
recovery rate of 5.5% in FY20, followed 
by 26.7% for ARCs. In fact, some 
foreign investors believe that the NPA 
issue plaguing the banking sector has 
actually delayed capex cycle recovery 
and made the monetary easing less 
effective. Off late, few large investors 
have talked greatly about the PSBs 
given their cheap valuations, however 
market is efficient and everything 
comes at a price. The positivity what 

has been driving the bullishness 
is the theory of a bad bank which 
would pull bad assets of all banks 
and let investors bid for them. Again, 
there was consolidation on the PSB 
space, so as to have proper grasp 
of the bad assets assimilated in few 
of them rather than be scattered in 
plenty, which is always tidy and not 
easy to comprehend. However, some 
experts have been right that the 
concept of a bad bank should have 
been framed right after the asset 
quality review (AQR) when the toxic 
assets were cleaned. Nevertheless, as 
announced in the Union Budget, the 
Govt. has provided structure to Bad 
Bank by incorporating National Asset 
Reconstruction company Ltd (NARCL) 
and India Debt resolution company 
Ltd (IDRCL). NARCL will pick up bad 
loans above a certain threshold from 
banks, and it will then aim to sell 
those loans to prospective buyers 
who are interested in distressed debt. 
NARCL will also be responsible for the 
valuation of bad loans to determine 
the price at which they will be sold.  
According to the Finance Ministry, 
the company will acquire the debts 
by paying 15% cash and 85% Security 
Receipts (SRs) to the banks. IDRCL 

economy review
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will be a service company which will 
manage the assets acquired by NARCL 
and would enroll market professionals 
and turnaround experts in managing 
the bad assets in an attempt to turn 
them around. 

The track record of various bad debt 
resolution mechanisms in India has 
been poor with intermittent success, 
until the Insolvency and Bankruptcy 
Code (IBC) was enacted. While there 
are 28 ARCs, there have been many 
shortcomings and one of the majors 
have been that the banks are the 
major shareholders and/or lenders to 
ARCs has led to conflicts of interest 
regarding of valuations of the stressed 
loans which has been highlighted 
in an analysis by RBI. The IBC is 
the most successful however ARCs 
continue to be an important channel 
of loan recovery for banks and have 
a role to play in the field of asset 
management even in the post- IBC world. Debt Recovery 
Tribunals (DRTs), Lok Adalats, ARCs and IBC have all 
been routes chosen by the government in the past to take 
on the bad loans of banks so that they could concentrate 
on banking rather than resolving bad loans. All recovery 
methods had chequered past and even IBC has witnessed 
diminishing returns literally with the recovery rate 
coming down. DRTs were the first ones to be set up on 

recommendations of Narasimham 
Committee I. They dealt cases with 
limits of Rs 10 lakh which was later 
increased to Rs 20 lakh. The DRTs 
were also authorized to form Lok 
Adalat to decide on cases involving an 
amount of up to Rs 20 lakh. The DRTs 
made a promising start with recovery 
rates as high as 81% in 2008-09, 
however since then the performance 
dwindled and they could only recover 
4% of their amount involved for FY20. 
The passage of the Securitisation 
and Reconstruction of Financial 
Assets and Enforcement of Security 
Interest Act (SARFAESI Act) in 2002 
empowered banks and financial 
institutions to recover secured loans 
by enforcing the security interest, 
and auctioning borrowers’ property 
without any court intervention. ARCs 
were hence set up under SARFAESI 
Act and are regulated and supervised 
by RBI under recommendations of 

Narasimham Committee II. The ARCs continue to be an 
important channel of loan recovery for banks and their 
share in total amount involved across all four channels 
of recovery has ranged between 25% and 35% since the 
introduction of the IBC. Furthermore, they account for 
about 30% of the total amount recovered through all 
channels. 

Distribution of NPAs Recovered by Banks, Various Channels
Year Lok Adalat DRTs ARCs IBC Total

% of 
total 

amount 
in-

volved

% of 
total 

amount 
recov-
ered

Amount 
recov-
ered 

as % of 
amount 
involved

% of total 
amount 
involved

% of 
total 

amount 
recov-
ered

Amount 
recov-
ered 

as % of 
amount 
involved

% of total 
amount 
involved

% of 
total 

amount 
recov-
ered

Amount 
recov-
ered 

as % of 
amount 
involved

% of total 
amount 
involved

% of 
total 

amount 
recov-
ered

Amount 
recov-
ered 

as % of 
amount 
involved

Total 
amount 
involved 
(Rs cr)

Total 
amount 
recov-

ered (Rs 
cr)

Amount 
recov-
ered 

as % of 
amount 
involved

2003-04 5.1 3.3 13.5 53.3 79.1 30.9 41.5 17.6 8.9 - - - 47535 9921 20.9

2004-05 2.8 2.2 14.1 50.5 51.8 18.8 46.7 46.1 18.1 - - - 28342 5192 18.3

2005-06 6.5 2.7 20.3 35.9 56.4 76.9 57.6 41.0 34.8 - - - 17055 8356 49.0

2006-07 4.0 1.4 14.0 48.3 47.3 37.8 47.7 51.2 41.4 - - - 18972 7318 38.6

2007-08 14.1 2.3 8.2 38.2 39.6 51.9 47.7 58.1 61.0 - - - 15224 7625 50.1

2008-09 19.9 1.3 2.4 20.4 45.1 81.1 59.7 53.6 33.0 - - - 20220 7426 36.7

2009-10 23.1 1.5 1.5 31.3 41.7 32.0 45.6 56.8 30.0 - - - 31281 7514 24.0

2010-11 10.5 1.0 2.9 28.2 25.1 27.9 61.3 73.9 37.8 - - - 49950 15642 31.3

2011-12 2.8 1.4 11.8 39.4 28.5 17.0 57.8 70.1 28.6 - - - 61100 14400 23.6

2012-13 6.2 1.7 6.1 29.3 18.9 14.2 64.4 79.4 27.2 - - - 105700 23300 22.0

2013-14 13.3 4.4 6.0 31.8 16.6 9.6 54.8 79.1 26.5 - - - 173800 32000 18.4

2014-15 12.5 3.2 3.2 24.3 13.6 7.0 63.2 83.1 16.3 - - - 248200 30800 12.4

2015-16 32.5 14.0 4.4 31.3 28.1 9.2 36.2 57.9 16.5 - - - 221400 22800 10.3

2016-17 13.0 6.0 6.4 36.2 26.8 10.2 50.8 67.3 18.3 - - - 278300 38500 13.8

2017-18 16.9 4.5 4.0 49.2 17.9 5.4 30.3 65.4 32.2 3.7 12.2 49.6 270631 40352 14.9

2018-19 7.4 2.3 5.1 37.0 8.9 3.9 35.6 32.8 15.0 20.4 56.2 45.7 725996 118647 16.3

2019-20 9.1 2.4 6.2 33.1 5.8 4.1 26.5 30.5 26.7 31.3 61.3 45.5 742431 172565 23.2

Source: RBI Bulletin, April 2021, Ashika Research
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Thus, clearly NARCL is certainly not a new kid on the 
block, however equity markets have been anticipating 
big recoveries for lenders from the NARCL when most 
asset reconstruction companies have hardly delivered 
effectively. Like any other ARC, NARCL will buy bad 
assets from banks and offer 15% upfront cash and 85% 
security receipts. However, what’s markedly different is 
that the NARCL will be backed by Govt. guarantee to the 
tune of Rs 30,600 crore which according to few puts the 
minimum recovery rate at 18% from these loans. However, 
the Union Govt. will not own the ARC, rather its 51% share 
will be owned by public sector banks, while the rest 49% 
will be held by Financial Institutions or debt management 
companies. NARCL will raise capital through equity from 
banks and Non-Banking Financial Companies (NBFCs). 
The company will also raise debt when required. For 
IDRCL, PSBs and Public FIs will hold a maximum of 49% 
stake and the rest will be held by private-sector lenders. 
In case there is a shortfall in the amount realized from 
the underlying assets and the face value of SRs issued for 
that asset, the government guarantee will be invoked. 
The guarantee will be valid for 5 years, subject to an 
overall ceiling of Rs 30,600 crore. The guarantee will be 
applicable only when there is a resolution or liquidation 
of the assets. NARCL will acquire stressed assets from 
the banks by making an offer to the lead bank in the 
debt. Once the offer is accepted and NARCL acquires the 
bad loan, IDRCL will take over the tasks of management 
and value additions of such loans. NARCL is intended 
to resolve stressed loan assets above Rs 500 crore each 
amounting to about Rs 2 lakh crore in total. In phase I, 
fully provisioned assets of about Rs 90,000 crores are 
expected to be transferred to NARCL, while the remaining 
assets with lower provisions would be transferred to 
the company in phase II. Fully provisioned assets mean 
predominantly written off accounts. While few expect 
that whatever received or recovered would directly add 
to the bottomline of banks, there’s a caveat in that. Since 
these loans are aged, recovery is ever challenging and 
historically banks have only recovered 10-15% from these 
written off accounts to start with. Moreover, fixing the 
acquisition price for these written off loans would also be 
challenging since they have zero value on bank’s balance 
sheet. There will certainly be bidding and NARCL would 
typically pay ~10% to 20% of the loan value and other 
ARCs are also entitled to participate in bidding and can 
take the asset if quoted the highest bid. In case NARCL 
wins the bid, it would pay 15% of the amount decided 
in cash and the remaining 85% would in SRs and hence 
would be paid in future subject to recovery of loans. 
Post resolution/liquidation of the assets, if there is no 
shortfall between the SRs and the amount recovered, the 
money as received will be paid to the banks, if there is any 
over recovery above SRs, NARCL then keep a profit cut. 
However, in case of any shortfall between actual money 

received and SRs issued, this is where the Govt. guarantee 
of Rs 30,600 cr comes into play, since the Govt. will 
compensate for any shortfall till that amount. However, 
the recovery process itself will take time if at all, since 
these are written off/aged loans and NARCL/IDRCL 
will have 5 years to find a proper resolution. Further, to 
disincentivize delay in resolution, NARCL has to pay a 
Guarantee fee of 0.25%, which will gradually increase to 
0.5% with passage of time. This is important, since the 
SRs are tradable instruments backed with Government 
guarantee however subject to the condition that loan 
account is met with resolution within 5 years, else the 
guarantee is gone. While the NARCL will be stuck with 
loans which doesn’t meet any resolution, banks would 
have to bear the loss on the un-redeemed SRs after 
the expiry of Govt. guarantee. Essentially, this is where 
NARCL differs from other ARCs apart from the fact that 
private ARCs have never aggregated all the bad loans in 
the system and bid for it. 

The majority of the loan accounts which have been 
identified by the banks in phase I would lead to 
liquidation and could see haircut as high as 90%. Even 
Rajkiran Rai, chairman of Indian Banks Association, and 
MD & CEO of Union Bank of India does not expect more 
than 20%-25% recovery from these legacy accounts, he 
told a television channel. Mr. Siby Antony, chairman 
of the ARC Association of India is also not hopeful and 
expects these assets to go under liquidation. Several 
assets such as Videocon have seen realizable value close 
to liquidation value in National Company Law Tribunal 
(NCLT) proceedings. Lavasa Corporation has got bids 
worth Rs 700 crore for loan claims of over Rs 8,000 crore 
at NCLT. Some of the companies like Amtek Auto which 
owes over Rs 9,000 cr to lenders has seen potential 
buyers like Liberty backing out of deal citing malpractices 
with audit report. These are the risky assets which 
unless rightly valued, the NARCL and the Govt. would 
be forced to pay more and be stuck with them or bear 
losses. PSBs could eventually play out such a situation 
given that they have a bigger say in accordance to their 
shareholding. Among PSBs, SBI (Rs 17,000 – 18,000 cr), 
PNB (Rs 8000 cr), Union Bank of India (Rs 7,800 cr), The 
Bank of India (Rs 5,500 cr) and Indian Bank (Rs 1,900 cr) 
have together identified more than Rs 41,000 cr toxic 
assets to be transferred to NARCL. Experts believe that 
one of the biggest advantages would be that all the bad 
loans of the banks are consolidation at one place so 
there will be one common decision-making entity since 
debt aggregation is a problem with ARCs. “In a multiple 
banking arrangement, there is always a difference of 
opinion, which makes it difficult to reach a resolution 
plan,” said Sunil Mehta, chief executive officer at Indian 
Banks’ Association.



45 October 2021INSIGHT

Toxic loans for sale under Phase I
Companies Total Bad Loans (Rs bn)
Videocon Oil ventures 225.3
Amtek Auto 90.1
Reliance Naval 89.3
Jaypee Infratech 79.5
Castex Technologies 63.4
GTL 48.7
Visa Steel 33.9
Wind World 31.6
Meenakshi Energy 28.0
Simhapuri Energ 22.0
Lavasa Corporation 14.2
Consolidated Construction 
Consortium

13.5

Sion Panvel Tollways 12.6
Rainbow Papers 11.4
Supreme Panvel Tollway 9.0
Helios Photo Voltaic 8.5
Chhapra Hajipur Expressways 8.4
Mittal Corp 8.5
Worlds Windown Impex 7.4
Ruchi Worldwide 7.2
Raj Rayon Industries 6.9
SSA International 5.5
Source: Media Articles

The RBI study highlights some of the major shortcomings 
regarding the working model of ARCs in India which 
needs to be kept in mind before NARCL starts full-
fledged operations. One of the major shortcomings 
between ARCs in India vs internationally lies in the very 
inception. Globally ARCs are known as asset management 
companies (AMCs) which take two forms, those with a 
focus on bank resolution and those dealing with NPA 
resolution (Cerruti, 2018). Some of the successful AMCs 
internationally were either Govt. backed or through 
public-private partnership (PPP) or through Govt. Backed 
bonds. Besides, most were set up following a domestic 
and/ or global banking crisis or crisis-like situation 
which led to a sudden surge in NPAs and hence the AMCs 
were constructed for a pre-defined period. Some of the 
successful ones are (a) Securum of Sweden which was set 

up in 1992 and wound up in 1997, and which succeeded 
in recovering close to 86% of the amount involved, (b) 
Danaharta of Malaysia, set up following the Asian financial 
crisis and operational between 1998 and 2005, managed to 
recover about 58% of the amount involved. In contrast the 
Indian ARCs were (a) set up when the NPAs were already 
significantly high and was part of financial sector reforms 
(b) ARCs don’t have pre-defined period since they are 
not tasked with addressing any specific crisis (c) They 
are private in nature and hence capital constraints are a 
regular affair (Bhagwati et al., 2017).

The resolution of assets is an important part for the ARCs 
and the ARCs follows either a liquidation approach or a 
going concern approach or a combination of both. The 
RBI study states that the resolution methods of ARCs 
can be divided into five categories. ARCs however prefer 
the method of rescheduling of the payment obligations 
over other methods. The most critical stage relates to 
the recovery and redemption of security receipts (SRs) 
which judges the performance of ARCs. The RBI study 
states that banks continue to hold close to 70% of the total 
SRs despite a change in the regulation disincentivising 
them from holding SRs above a specific threshold. This 
has resulted limited secondary trading of SRs. The age 
profile of outstanding SRs shows a concentration of older 
SRs in the books of ARCs. The study states that ~42% of 
the outstanding SRs as on March 2020 were more than 
five years of age and would have to be redeemed over 
the next four years to avoid write-offs. These are major 
shortcomings for ARCs operating in India and clearly 
NARCL could also fall prey to these long pending issues.

Distribution of SRs, by Institution, in per cent

Source: RBI Bulletin, April 2021
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Is NARCL the solution which would be a game changer 
and irradicate NPA problem from the banking system? 
While NPAs are part of the banking business model, 
nevertheless the much depends on the loan approval 
process as well. There’s no doubt that PSBs would be 
clear beneficiaries, after all they would hold majority 
stake in NARCL and hence the upfront cash component 
will essentially be financed by PSBs only. Besides, the 
legacy loans in phase I would primarily be accounted 
from PSBs as well since private banks have certainly 
not been carrying major large assets for that long. In 
general, majority of the large accounts have already met 
with resolution for banking sector as a whole. Phase II 
would be more interesting and profitable for the PSBs 
since these are the assets which have higher chances of 
recovery above 18% and hence Govt. won’t have to pay 
anything. Thus, essentially for toxic loans of Rs 200,000 
crore, maximum recoverable amount taking mandated 
recovery rate at 18% would be Rs 36,000 cr. For this the 
Govt. provides guarantee of Rs 30,600 cr considering 

that phase II assets of Rs 110,000 cr would fetch higher 
recovery rate above 18%. Even at 18% recovery rate and 
15% upfront cash payment from NARCL would fetch Rs 
5,400 cr (36000 x 15%). This will certainly reduce headache 
for the Government to recapitalize the PSBs. All in all, the 
move is positive for the PSBs since apart from improving 
asst quality, this will also improve liquidity in the banking 
system since SRs would be tradable. Cumulative NPAs of 
PSBs stand over Rs 5 trillion. The provision coverage ratio 
(PCR) of PSBs have however improved to 68% in FY21 from 
~40% some 3-4 years back, thus on successful resolution 
of bad assets, it would lead to write back of bad loans. 
More importantly, NARCL would free up management’s 
focus on loan recovery which was never their forte to 
start with. Having said that lenient loan approval process 
by PSBs have led to their own downfall, thus there’s need 
for a change of culture as well. Nevertheless, the NARCL/
IDRCL together would pave the process of cleansing of 
balance sheets and therefore hasten privatization of the 
select few. 

Distribution of Total Resolved Assets, by Method of Resolution (%)
Resolution Method Mar-16 Mar-17 Mar-18 Mar-19 Mar-20
Rescheduling of payment of debt 37.0 36.5 36.8 35.7 32.0
Enforcement of security interest 32.0 35.1 31.5 28.6 26.6
Settlement of dues of borrower 30.0 24.8 25.2 28.4 26.0
Taking possession of assets 2.0 3.9 6.2 7.2 1.5
By sale of business 0.0 0.4 0.3 0.1 13.9

Source: RBI Supervisory returns, RBI Bulletin April 2021

Age Profile of SRs (As on March 2020)
Total SRs outstanding (Rs cr) Age (years) Due for write-off in

2012-13 and before 3900
(3.6) More than 8 2020-21

2013-14 16,393
(15.3) 7 2021-22

2014-15 15,333
(14.2) 6 2022-23

2015-16 9,401
(8.7) 5 2023-24

2016-17 15,603
(14.5) 4 2024-25

2017-18 14,834
(13.8) 3 2025-26

2018-19 18,084
(16.8) 2 2026-27

2019-20 14,318
(13.3) 1 2027-28

Total 1,07,877
(100.0) - -

Weighted average age - 4.1 -
Note: Figures in brackets indicate percentage share of SRs outstanding as on March 2020.

Source: RBI Bulletin, April 2021
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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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PLi scheme -  
A Game changer?
To give an impetus to manufacturing 
sector and lift the industry sentiment, 
the government has approved a Rs 
1.68-trillion package by extending 
the production-linked incentive (PLI) 
scheme to 13 sectors for Enhancing 
India’s Manufacturing Capabilities 
and Enhancing Exports – Atmanirbhar 
Bharat in next 5 years. The policy 
for what the government calls the 
champion sectors has been tailored 
to attract investments in the areas of 
core competency and cutting-edge 
technology, ensure efficiencies, create 
economies of scale, make Indian 
manufacturers globally competitive, 
boost domestic manufacturing, enable 
companies to become part of the global 
supply chain, reduce imports and 
generate employment opportunities. 
With the announcement of PLI 

Schemes for 13 sectors, minimum 
additional production in India is 
expected to be around Rs. 37.5 lakh 
crore over 5 years and minimum 
expected additional employment over 
5 years is nearly 1 crore. Among the 13 
sectors approved, the largest chunk 
of the incentives, at over Rs 40,000 
crore, has go to mobile manufacturing 
and specified electronic components 
followed by automobile and automobile 
components businesses at over Rs 
26,000 crore and then ACC battery 
at over Rs 18,000 crore. Pharma 
products, for which Rs 15,000-
crore PLI was announced, include 
patented drugs, biopharmaceuticals, 
phytopharmaceuticals (herbal), drugs 
not made in India, cell based or gene 
therapy products and orphan drugs 
(for very rare diseases) among others. 

To attract 
investments in 
the areas of core 
competency 
and cuttingedge 
technology, ensure 
efficiencies, create 
economies of 
scale, make Indian 
manufacturers 
globally competitive, 
boost domestic 
manufacturing 
and generate 
employment 
opportunities.
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PLI scheme approved
Sectors Priority sectors Implementing Ministry/

Department
Approval 

(date)

Mobile and Electronic Mobile Manufacturing and Speci-
fied Electronic Components

MEITY 21-Mar-20

KSM DI and API Critical Key Starting materials/
Drug Intermediaries and APIs

Department of Pharmaceuticals 21-Mar-20

Medical Devices Manufacturing of Medical Devices Department of Pharmaceuticals 21-Mar-20

IT Hardware Electronic/Technology Products 
(IT Hardware)

Ministry of Electronics and 
Information Technology

24-Feb-21

Telecom Telecom & Networking Products Department of Telecom 17-Feb-21

Solar PV High Efficiency Solar PV Modules Ministry of New and Renewable 
Energy

7-Apr-21

Food Products Food Products Ministry of Food Processing 
Industries

31-Mar-21

Pharmaceuticals drugs Pharmaceuticals drugs (PLI 2.0) Department of Pharmaceuticals 24-Feb-21

White Goods White Goods (ACs & LED) Department for Promotion of 
Industry and Internal Trade

7-Apr-21

ACC battery Advance Chemistry Cell (ACC) 
Battery

NITI Aayog and Department of 
Heavy Industries

12-May-21

Automobiles & Auto Components Automobiles & Auto Components Department of Heavy Industries 15-Sep-21

Textile Textile Products: MMF segment 
+technical textiles

Ministry of Textiles 8-Sep-21

Steel Speciality Steel Ministry of Steel 23-Jul-21
Source: PIB, Cabinet Press Briefing, Ashika Research

Sectors incentives through PLI scheme
Sectors Approved 

financial
outlay (Rs. Cr.)

Application
deadline

Scheme 
base year

End year Capex Incentive rates

Mobile and Electronic 40591 Mar 31,2021- 
Second Round

2019-20 2024-25 11200 4-6%

KSM DI and API 6940 July 28, 2021 
Round 2

2019-20 2029-30 5400 6-10%

Medical Devices 3420 30-Nov-20 2019-20 2027-28 900 3-5%

IT Hardware 7350 30-Apr-21 2019-20 2024-25 2400 2-4%

Telecom 12200 To be disclosed 2019-20 2024-25 3100 4-6%

Solar PV 4500 30-Jun-21 2019-20 2026-27 17200 Rs. 2.25-3.50/Wp

Food Products 10900 17-Jun-21 2019-20 2026-27 33494 8-10%

Pharmaceuticals drugs 15000 31-Jul-21 2019-20 2027-28 10000 6-10%

White Goods 6238 15-Sep-21 2019-20 2028-29 7920 4-6%

ACC battery 18100 To be disclosed 2019-20 2028-29 45000 Max. Rs2000/KWh

Automobiles & Auto Components 26058 To be disclosed 2019-20 2028-29 47500 2-12%

Textile 10683 To be disclosed 2019-20 2028-29 19000 3-11%

Steel 6322 To be disclosed 2019-20 2029-30 40000 4-12%
Source: PIB, Cabinet Press Briefing, Ashika Research
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PLI scheme for Automobiles
The Government of India has approved Rs 26,058 crore 
of Production Linked Incentives (PLI) to encourage 
domestic production of automobiles and drones and 
their components to enhance India’s manufacturing 
capabilities. The PLI scheme for the auto sector will 
incentivize high-value Advanced Automotive Technology 
vehicles and products. It will also help in faster adoption 
of the latest and superior technology along with more 
efficient and green automotive manufacturing. The 
scheme is aimed at supporting the manufacturing and 
adoption of electric/hydrogen fuel cell vehicles and the 
localization of advanced technology components. The 
benefits for the auto sector were scaled down by more 
than half to ~Rs 26,000 crore from Rs 57,000 crore 
announced last year as the focus shifted to producing 
electric and hydrogen fuel vehicles in conjunction with 
other incentive schemes. Of the total amount, Rs 25,938 
crore has been earmarked for manufacturing electric 
and hydrogen fuel vehicles and components while Rs 
120 crore will be offered to encourage the production 
of drones and their parts. The PLI scheme for the auto 
sector will be applicable from FY23 for five years and the 
base year for eligibility criteria would be 2019-20. The 
PLI Scheme is estimated to result in a fresh investment 
of over Rs 42,500 crore and incremental production of 
over Rs 2.3 lakh crore over five years and will create 
additional employment opportunities of over 7.5 lakh jobs. 
Furthermore, this will increase India’s share in the global 
automotive trade. 

This PLI Scheme for the automotive sector along with the 
already launched PLI scheme for Advanced Chemistry 
Cell (ACC) (Rs 18,100 crore) and Faster Adaption of 
Manufacturing of Electric Vehicles (FAME) (Rs10,000 
crore) will enable India to leapfrog from traditional 
fossil fuel based automobile transportation system to 
environmentally cleaner, sustainable, advanced, and 
more efficient Electric Vehicles (EV) based system. The 
scheme augurs well for 2W and PV OEMs which are just 
entering the EV space. Though exclusion of hybrid and 
conventional powertrain vehicles is a disappointment, 
OEMs may indirectly benefit from higher localisation 
as incentives to component suppliers may make 
domestic sourcing competitive. The Scheme is open to 
existing automotive companies as well as new investors 
who are currently not in the automobile or auto 
component manufacturing business. A total of 10 vehicle 
manufacturers, 50 auto component makers, and 5 new 
non-automotive investors are expected to benefit from 
this scheme.

A total of 22 components have been covered under the 
scheme including flex-fuel kits, hydrogen fuel cells, 
hybrid energy storage systems, and electric vehicle 
parts such as charging ports, drive trains, electric 
vacuum pumps, and electric compressors. Sunroofs and 
electronic stability controls have also been added to the 
scheme coverage. Petrol and diesel engine components 
including exhaust, after treatment and FIE systems, 
ECUs, automatic transmission assembly, and electronic 

power steering system have also been covered under the 
scheme. The scheme may also incentivise EV parts such 
as high voltage connectors and cables and AC and DC 
charging inlet and outlet ports.

Products eligible under the scheme
  Champion OEM Incentive Scheme is applicable on 

Battery Electric Vehicles (BEVs) and Hydrogen Fuel Cell 
Vehicles of all segments. 
  Component Champion Incentive Scheme applicable on 

advanced automotive technology components of vehicles 
(as per a news article, 22 components are included which 
also includes conventional vehicle components – details 
awaited). 

Revenue and investment eligibility (on FY20 basis)
  For OEMs - minimum global group revenues of Rs. 

10,000 crore and minimum global gross block of Rs. 3,000 
crore.
  For auto component makers - minimum global group 

revenues of Rs. 500 crore & minimum global gross block 
of Rs. 150 crore.
  For non-automotive investors, global networth should 

be Rs. 1000 crore. 

Minimum investment required over 5 years
  Selected OEMs – Rs. 2000 crore 
  Selected 2/3W OEMs – Rs. 1000 crore 
  Selected Auto Component suppliers – Rs. 250 crore 
  New investors in auto components – Rs. 500 crore. 

Incentives and Investment Conditions
For Auto OEMs - For EVs and Hydrogen Fuel cell 
vehicles
Annual Revenue Incentives
Upto Rs 2,000 Cr 13%
Rs 2,000 - Rs 3,000 Cr 14%
Rs 3,000 - Rs 4,000 Cr 15%
Above Rs 4,000 Cr 16%
Cumulative Revenues > Rs 10,000 Cr over 
5 years

18%

Source: Cabinet Press Briefing, Ashika Research

For Component Manufacturers of Advanced Auto-
motive Technologies
Annual Revenue Incentives
Upto Rs 250 Cr 8%
Rs 250 - Rs 500 Cr 9%
Rs 500 - Rs 750 Cr 10%
Above Rs 750 Cr 11%
Cumulative Revenues > Rs 1,250 Cr over 5 
years

13%

Manufacturers of battery electric vehicle 
and hydrogen fuel cell components

Additional 
5%

Source: Cabinet Press Briefing, Ashika Research
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Auto PLI scheme – minimum new domestic investment conditions (Rs Cr)
Cumulative new domestic 
investment to be achieved

Champion OEM
(Except 2W & 

3W)

Champion 
OEM

2W & 3W

Component
Champion

New Non-Au-
tomotive

investor (OEM)

New Non-Automotive
Investor 

(Component)

Up to or before 31st March 2023 3,000 1,500 400 3,000 800

Up to or before 31st March 2024 8,000 4,000 1,000 8,000 2,000

Up to or before 31st March 2025 14,000 7,000 1,750 14,000 3,500

Up to or before 31st March 2026 17,500 8,750 2,200 17,500 4,400

Up to or before 31st March 2027 20,000 10,000 2,500 20,000 5,000
Source: Cabinet Press Briefing, Ashika Research

PLI scheme for Textiles 
The GoI approved Production Linked Incentive (PLI) 
scheme to provide incentives for manufacturing specific 
man-made fibre (MMF) apparel and technical textiles 
products. The scheme was approved with a total outlay 
of Rs 10,683 crore under the GoI’s flagship “Atmanirbhar 
Bharat Abhiyan”. The scheme has coved the PLI scheme 
for textiles for MMF (man-made fiber) apparel, MMF 
fabrics, and ten segments/products of technical textiles. 
PLI for Textiles along with RoSCTL, RoDTEP and other 
measures of Government in sector e.g. providing raw 
material at competitive prices, skill development etc will 
herald a new age in textiles manufacturing. Government 
is also working on free trade agreements (FTAs) with 
advanced economies such as the UK, the US, EU that may 
help the country both ways to get requisition imports as 
well boost export.

The product lines include 40 in man-made fibre apparel, 
14 in man-made fibre fabrics, and 10 technical textile 
segments/products. The investment period is two years, 
and the incentive will be paid for five years after the 
first year of post-investment operation. The scheme 
will provide incentives, ~3-11% on incremental revenue 
YoY for five years, on greenfield as well as brownfield 
investments. The PLI scheme is likely to bring about 
structural changes in the industry by focusing on the 
above non-conventional segments. The scheme is 
focused at expanding MMFs and technical textiles’ value 
chain and will help India regain its dominant status in 
the global textile trade, at a time when India’s share of 
global exports has gradually declined over the years. It 
is estimated that over the period of five years, the PLI 
Scheme for Textiles will lead to fresh investment of more 
than Rs.19,000 crore, cumulative turnover of over Rs.3 
lakh crore will be achieved under this scheme and, will 
create additional employment opportunities of more 

than 7.5 lakh jobs in this sector and several lakhs more for 
supporting activities.

Two types of investment with different set of in-
centive structure
  Firm / company willing to invest minimum Rs. 300 

Crore in Plant, Machinery, Equipment and Civil Works 
(excluding land and administrative building cost) to 
produce products of Notified lines (MMF Fabrics, 
Garment) and products of Technical Textiles, shall be 
eligible to apply for participation in first part of the 
scheme. 
  In the second part Firm / company willing to invest 

minimum Rs. 100 Crore shall be eligible to apply for 
participation in this part of the scheme.
  In addition, priority will be given for investment in 

Aspirational Districts, Tier 3, Tier 4 towns, and rural 
areas and due to this priority Industry will be incentivized 
to move to backward area. This scheme will positively 
impact especially States like Gujarat, UP, Maharashtra, 
Tamilnadu, Punjab, AP, Telangana, Odisha etc.

Scheme framework and implementation guide-
lines
  The participating company will have to undertake 

substantial value addition at their own factory premises. 
Goods manufactured by other units of the same group 
company will not be accounted for in the calculation of 
turnover and only one company of a group will be allowed 
to be registered for PLI for textiles.

Textile Minister Piyush Goyal said “So far, we have 
primarily focused on cotton textiles. Today, two-thirds 
of the international trade market is of man-made and 
technical textiles. In such a situation, India should also 
contribute to the entire ecosystem. The PLI scheme will 
make domestic companies global champions”.

Incentives higher for BEVs/FCEVs in comparison to ICE parts
OEMs (BEVs/ FCEVs) Ancillaries

Annual Revenue Incentives Annual Revenue ICE parts incentives (%) BEV/FCEV parts incentives (%)

Up to Rs20bn 13 Up to Rs2.5bn 8 13

Rs20-30bn 14 Rs2.5-5bn 9 14

Rs30-40bn 15 Rs5-7.5bn 10 15

Rs40bn+ 16 Rs7.5bn+ 11 16
Note: Additional 2% incentive is provided for cumulative revenues of Rs100bn for OEMs and Rs12.5bn for ancillaries

Source: Cabinet Press Briefing, Ashika Research
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Technical view 
Front line domestic Indices Nifty and Sensex ended the 
month on a buoyant note with a healthy gain of 6.7% and 
6.6% respectively. Both Indices recorded fresh all-time 
high of 17947 and 60412  respectively. Mid-cap and 
Small-Cap indices were dominated by bulls and hence 
outperformed the broader market surging 9.2%and 8.1% 
respectively. Foreign Portfolio Investment (FPI) continued 
to remain net buyers in the Indian market in the month 
of September by investing a net sum of Rs.26542 crore, 
it seems that FIIs are back after a gap of five months as 
the business environment is conducive and the pent 
up demand is coming back Domestic market rallied on 
positive factors like unlocking, strong growth in the real 
estate sector, good monsoon, positive developments in 
government policy, and investor’s confidence. the PLI for 
the auto sector, the slew of reforms announced by the 
Centre for the telecom sector along with the expected 
announcement on a bad bank also 
lead the market to trade higher. As 
per the recent data released by the 
Ministry of Commerce and Industry, 
the August WPI inflation comes in at 
11.39% however the announcement 
of inclusion of India in global bond 
indices could result in foreign inflows, 
thus keeping interest rates low in the 
medium term as well. On the sectoral 
front Realty Index was the top gainer, 
climbing 33.7% as developers reported 
that buying remains sustained ahead 
of the festive season and after a 
reduction in interest rates by several 
banks on home loans. The growth 
momentum in the real estate sector 

is boosting the sentiment because it has a ripple effect on 
multiple sectors. Global markets also rallied as investors 
cheered the Federal Reserve’s latest signals on monetary 
policy, which suggested the central bank was warming 
to a near-term policy adjustment as the economy 
improved further.  Investors also rejoiced the fact that the 
Evergrande problem will be confined to China only and 
is unlikely to lead to a contagion which will affect global 
markets. China’s central bank already infused liquidity in 
the banking system and calmed investors’ nervousness. 
Hence easing of pandemic related restrictions, rapid 
mass vaccination, accommodative monetary policy, 
strong economic data and positive global cues keeps the 
prospect sweet for equity markets.   

Technical Observation
On the technical parlance Nifty has been moving 

stunningly amidst the rising channel 
formation. The lower panel of the 
channel coincides with the 50dma and 
are exactly placed around the same 
level i.e. around 16900. For the trend 
followers higher high and higher 
bottoms in both daily and weekly 
time frame remains unabated which 
indicates of presence of a strong 
trend in the market. Hence until and 
unless a lower top and lower bottom 
formation is seen in weekly time 
frame negative biasness in the market 
is not justified against occasional 
hiccups. Only a close below the month 
low i.e. below 16764 would trigger a 
short term weakness. The support 

For the trend 
followers higher 
high and higher 
bottoms in both 
daily and weekly 
time frame 
remains unabated 
which indicates of 
presence of a strong 
trend in the market.
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zone of 16500-16750 would be crucial for the market as 
it coincides with the Sept’21 month low, 50DMA and the 
rising trendline since Mar’20 onward hence it has an 
added significance and a close below it would mark as the 
market entering into a clear downtrend. 

During the month due to global risk-off sentiment in 
equities, coupled with commodity selloff amid Chinese 
real estate player defaulting, led Indian equities to slide 
for a brief period. Hence on expected lines the Index 
underwent profit booking from high of 17792 resulting in a 
bear candle with sizeable higher shadow indicating selling 
pressure around 17600 levels, which would remain a key 
level in coming sessions. It can be expected that index 
might  undergo healthy consolidation in the broad range 
of 17200-18000 in coming weeks amid loss of momentum. 
Past seven-week rally measuring 15% has led weekly 
oscillators into overbought trajectory with readings 
exceeding 80. Meanwhile, market is expected to remain 
stock specific amid consolidation in broader market 
indices. 

Another interesting aspect to note 
that Since April 2021, the Nifty has 
maintained rhythm of not correcting 
more than 3-4% from highs while time 
wise it has not corrected for more 
than 4 trading sessions consecutively. 
Maintaining the said rhythm strong 
buying demand emerged around 
17200-17300 levels i.e. corrective  3-4% 
magnitude from current high (17792) 
that also coincides with identical lows 
of past two weeks (17250) and 38% 
retracement of most recent four-
week rally (16395-17792) placed at 17259

Intermediate uptrend remains intact. 
It continues to make higher tops and 
higher bottoms over the last several 
months. On the Daily chart, Nifty 
has recently made higher bottoms at 
16376, 16565 and 17254 and continues 
to trade above a rising 20 and 50 day 
SMA, which gives further evidence of 

an uptrend.  The 14-month RSI at 79.21 is not extremely 
overbought and is below its previous highs seen in 2007 
and 2014, which again suggests scope for more upsides 
towards new life highs in the coming weeks and months. 
Our intermediate upside targets for the Nifty are at 
18200-18600. Traders should however be prepared for 
short term corrections on a close below the immediate 
support of 17600. The short term trend reversal level for 
the Nifty is now at 17254. So it will be important that the 
Nifty does not break this level on any corrections for the 
short term uptrend to remain intact.

Broader market indices too snapped past the recent 
decline and paused downward momentum after finding 
support at 20 days EMA. Hence it can be expected that 
Nifty midcap and small cap indices to undergo higher 
base formation that would set the stage to retest the 
all time highs in coming weeks. The daily price action 
resembles closer to a bullish Marubazu candle in weekly 
time frame with long shadow, indicating resumption of 
uptrend and hence once again the Mid cap and Small Cap 
Indices might enter buoyant mode. Both these indices 
nevertheless remain in strong intermediate uptrend after 
recently bouncing from their 20 week SMA and closing at 
new life highs. With momentum readings like the 14-Qtr 
RSI still below their previous highs seen in the 2017 peak 
(For both these indices), there is scope for more upsides 
in the intermediate term. Short term corrections could 
however emerge if the immediate supports of 29701 (Mid 
Cap index)/10697 (Small Cap index) are broken. On the 
larger time frame both the Indices are in the early stage 
of multi year bull market after reversing 2018-20 down 
cycle. Each of the major bull markets over two decades 

have generated average returns of 
130% from breakout level. From 2020 
breakout point, midcap and small 
cap indices have gained around 70%. 
Going by history, both indices are 
expected to gain another 30% from 
the current juncture over the next 
one year with intermediate corrective 
phases of 8-10%, which will offer 
incremental buying opportunity

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 5 upmove and the 
projected target based on the Elliot 
principle comes around 18000-18200 
levels. Wave 5 has been unshackling 
into an equality principle of wave 1 
which on the said principle projects 
and upside potential till 18000 level 
in the next forthcoming months. 
However, the range of 18000-18200 
need to be aptly emphasized as post 

Since April 2021, 
the Nifty has 
maintained rhythm 
of not correcting 
more than 3-4% 
from highs while 
time wise it has 
not corrected 
for more than 4 
trading sessions 
consecutively. 
Maintaining the 
said rhythm strong 
buying demand 
emerged around 
17200-17300 levels.
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completion of the 5 impulse wave 
might trigger correction towards 
16900-17000 in the next 2-3 months 
and a move below 16900 would 
confirm the start of wave 4 correction 
of a larger degree.

On the larger time frame Indian 
equities are in a multi year secular 
bull cycle and it has been relatively 
outperforming its global peers. 
Nifty50 shot up 26.6 percent from the 
January till September 2021, driven 
largely by Metal, Realty, IT, Infra, 
PSU Banks and Energy stocks. Retail 
investors is now dominating over 
the smart money of institutional investors. The rally 
is symbolic of the prevailing strong sentiment locally 
on the back of reduction in covid cases and the strong 
vaccination numbers. With improvement in economic 
activity & the optimism around the capex cycle revival. 

Liquidity remains extremely strong, 
be it foreign portfolio investors, local 
mutual funds, insurance companies, 
family offices, HNI’s or even the retail 
investors.  Recently Federal Reserve 
kept interest rates unchanged but 
signaled that it’s on track to start 
scaling back asset purchases this year. 
The outcome of the Fed meeting is 
not favorable for the equity market 
as Fed has mentioned the timeline of 
bond tapering but the global markets 
had already corrected ahead of this 
meeting so we are seeing a short-
covering rally because the market 
likes clarity instead of uncertainty. 

Concerns about potential spillover from Evergrande’s 
woes into the wider financial system can also trigger a 
wider volatility.

The volatility index (India VIX) increased by 22% from 14.5 
to 17.69 levels in Sept series. With VIX closing above the 
18 level mark bears in all probability will dominate the 
market for some time. History too has been the witnessed 
the same during the top of 2014 where VIX has broken 
out of the range and closed above the 18 level mark on a 
closing basis. Hence with a VIX close above the 18 mark 
would be a red flag. An uptick would be the first sign of 
caution for the market and would depict of an upcoming 
volatile days.

To sum up, since the Index is trading into uncharted 
territory it would be wiser to analyze the seasonality 
aspect of the market and historically October-December 

quarter has been the most bullish in the last 15 years 
hence historical fact shows less probability of a bear 
market ahead. The outperformance of the midcap and 
the smallcap has been the major factor for the market 
rally. The multi sector participation backed by improving 
market breadth signifies inherent strength that makes us 
reiterate our positive stance. Going ahead, sustainability 
above 17800 mark would open the door for next leg of 
up move towards 18200 in coming weeks as it is implied 
target of recent consolidation (17792-17326). Therefore, any 
temporary breather from here on should be capitalised on 
as incremental buying opportunity to ride next leg of up 
move.
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With a VIX close 
above the 18 mark 
would be a red 
flag. An uptick 
would be the first 
sign of caution for 
the market and 
would depict of an 
upcoming volatile 
days.
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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
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Ashika Global Securities Pvt. Ltd is the holding company of Ashika Group, a RBI-registered non-deposit taking 
NBFC engaged in providing long term and short-term loans & advances to individual & body corporate and 
Investment in shares and securities. It has 6 subsidiaries and 1 associate company i.e. Ashika Credit Capital Ltd.

Ashika Global Securities Pvt. Ltd.

It is the Flagship company of the group and incorporated in the year 1994. RBI registered Non-banking Financial 
Company carrying on NBFI Activities i.e. investment in shares & securities and providing Loan to Individuals, 
corporates HNI etc. The company floated its shares to public in 2000 and got listed with CSE. Thereafter, in 2011, the 
shares were traded on BSE under permitted category and in 2014 got listed with MSEI. It has a registered FII as one 
of its investors.

Ashika Credit Capital Ltd.

Ashika Investment Managers Private Limited, a private limited company incorporated on July 13, 2017, is a wholly 
owned subsidiary of Ashika Global Securities Private Limited. It is acting as the Investment Manager to Ashika 
Alternative Investments, a Trust being registered as a Category III Alternative Investment Fund (Registration 
Number: IN/AIF3/20-21/0811) with the Securities and Exchange Board of India (“SEBI”) under the SEBI (Alternative 
Investments Funds) Regulations, 2012 (“AIF Regulations”).

Ashika Investment Managers Pvt. Ltd.
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AWARDS

Helping Clients Reach for Better Via SIP – National 
from Franklin Templeton Investments, 2018NSDL STAR PERFORMANCE AWARD 2018

NSE Market Achievers Award 2018
REGEIONAL RETAIL MEMBER OF THE YEAR 2018 -  

EASTERN INDIA

NSE Market Achievers Award 2017
REGEIONAL RETAIL MEMBER OF THE YEAR 2017 -  

EASTERN INDIA

NSDL Stock Performer Awards 
of the Year 2019

BTVI Emerging Company  
of the Year 2019

CDSL Excellent Performer in 
Depository Services

BTVI Young Business Leader  
of the Year 2019
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Ashika Stock Broking Ltd.
Ashika Stock Broking Limited (“ASBL”) 
started its journey in the year 1994 and 
is presently offering a wide bouquet of 
services to its valued clients including 
broking services, depository services 
and distributorship of financial prod-
ucts (Mutual funds, IPO & Bonds). It 
became a “Research Entity” under 
SEBI (Research Analyst) Regulations 
2014 in the year of 2015 (Reg No. 
INH000000206).

ASBL is a wholly owned subsidiary of 
Ashika Global Securities (P) Ltd., a RBI 
registered non-deposit taking NBFC 
Company. ASHIKA GROUP (details 
enumerated on our website www.
ashikagroup.com) is an integrated 
financial service provider inter alia 
engaged in the business of Investment 
Banking, Corporate Lending, Com-
modity Broking, Debt Syndication & 
Other Advisory Services.

There were no significant and mate-
rial disciplinary actions against ASBL 
taken by any regulatory authority 
during last three years except routine 
matters.

DISCLOSURE
Research reports are being prepared 
and distributed by ASBL in the sole 
capacity of being a Research Analyst 
under SEBI (Research Analyst) Regu-
lations 2014. The following disclosures 
and disclaimer are an essential part 
of any Research Report so being 
distributed.

1) ASBL or its associates, its Research 

Analysts (including their relatives) 
may have financial interest in the 
subject company(ies). And, the said 
financial interest is not limited to 
having an open stock market position 
in /acting as advisor to /having a loan 
transaction with the subject com-
pany(ies) apart from registration as 
clients.

2) ASBL or its Research Analysts 
(including their relatives) do not have 
any actual / beneficial ownership of 
1% or more of securities of the subject 
company(ies) at the end of the month 
immediately preceding the date of 
publication of the source research 
report or date of the concerned 
public appearance. However, ASBL’s 
associates may have actual / beneficial 
ownership of 1% or more of securities 
of the subject company(ies).

3) ASBL or its Research Analysts 
(including their relatives) do not 
have any other material conflict of 
interest at the time of publication of 
the source research report or date 
of the concerned public appearance. 
However, ASBL’s associates might 
have an actual / potential conflict of 
interest (other than ownership).

4) ASBL or its associates may have 
received compensation for investment 
banking, merchant banking, broker-
age services and for other products 
and services from the subject compa-
nies during the preceding 12 months. 
However, ASBL or its associates or its 

Research analysts (forming part of 
Research Desk) have not received any 
compensation or other benefits from 
the subject companies or third parties 
in connection with the research 
report/ research recommendation. 
Moreover, Research Analysts have not 
received any compensation from the 
companies mentioned in the research 
report/ recommendation in the past 
twelve months.

5) The subject companies in the 
research report/ recommendation 
may be a client of or may have been 
a client of ASBL during the twelve 
months preceding the date of con-
cerned public appearance for invest-
ment banking/ merchant banking / 
brokerage services.

6) ASBL or their Research Analysts 
have not managed or co–managed 
public offering of securities for the 
subject company(ies) in the past 
twelve months. However, ASBL’s 
associates may have managed or co–
managed public offering of securities 
for the subject company(ies) in the 
past twelve months.

7) Research Analysts have not served 
as an officer, director or employee 
of the companies mentioned in the 
report/ recommendation.

8) Neither ASBL nor its Research 
Analysts have been engaged in 
market making activity for the 
companies mentioned in the report / 
recommendation.

DISCLAIMER
The research recommendations and information are solely for the personal information of the authorized recipient and does not con-
strue to be an offer document or any investment, legal or taxation advice or solicitation of any action based upon it. This report is not 
for public distribution or use by any person or entity, where such distribution, publication, availability or use would be contrary to law, 
regulation or subject to any registration or licensing requirement. We will not treat recipients as customer by virtue of their receiving 
this report. The report is based upon the information obtained from public sources that we consider reliable, but we do not guarantee 
its accuracy or completeness. ASBL shall not be in anyways responsible for any loss or damage that may arise to any such person from 
any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations.



60October 2021 INSIGHT

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). 

Updates on the 
Binary Story 
in-school program
The students of our Ramji 
Assar Vidyalaya Gujrati 
medium school are 
exceptionally interested 
to be learning more about 
technology and computer 
based systems. The 
turnout of the students 
and learning levels is 
very encouraging for the 
teachers. 

The MD Bhatia School – 
English medium school. 
We conducted our first 
basic assessments for 

grade 5 to 10. The 6th and 7th graders are engaging and have started creating mind maps on different topics. Mind 
maps gave children the opportunity to put things on paper and brainstorm effectively.  The 5th graders are under-
standing Binary Numbers and it a joy to see students come up with their own code languages. The 8th, 9th and 10th 
grade are delving deeper into realms of hardware and software with their history and function in creating digital 
solutions. 

Our primary students are learning the role of reasoning and creativity in problem solving through different kinds of 
stories from Pratham Books. 

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 Edu enthusiast be part of our learning experience at our e-classrooms.  
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.

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

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 
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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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