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Equities - India Close Chg .% CYTD.% 

Sensex 30,690 -1.5 -25.6 

Nifty-50 8,994 -1.3 -26.1 

Nifty-M 100 12,376 -1.4 -27.6 

Equities-Global Close Chg .% CYTD.% 

S&P 500 2,846 3.1 -11.9 

Nasdaq 8,516 3.9 -5.1 

FTSE 100 5,791 -0.9 -23.2 

DAX 10,697 1.2 -19.3 

Hang Seng 9,847 0.4 -11.8 

Nikkei 225 19,639 3.1 -17.0 

Commodities Close Chg .% CYTD.% 

Brent (US$/Bbl) 27 1.7 -59.3 

Gold ($/OZ) 1,715 1.9 13.1 

Cu (US$/MT) 4,993 0.0 -18.8 

Almn (US$/MT) 1,441 0.0 -19.1 

Currency Close Chg .% CYTD.% 

USD/INR 76.3 0.0 6.9 

USD/EUR 1.1 -0.1 -2.7 

USD/JPY 107.8 -0.7 -0.8 

YIELD (%) Close 1MChg CYTDchg 

10 Yrs G-Sec 6.5 0.00 -0.1 

10 Yrs AAA Corp 7.6 0.00 0.0 

Flows (USD b) 13-Apr MTD CYTD 

FIIs -0.16 0.19 -6.24 

DIIs -0.14 -0.51 9.78 

Volumes (INRb) 13-Apr MTD* CYTD* 

Cash 481 489 443 

F&O 6,270 10,050 14,876 

Note: *Average 
   

 

Today’s top research idea   Market snapshot  

Chart of the Day: Consumer (Weak earnings continue, exacerbated by COVID-19 situation) 

Consumer 4QFY20 Preview: Weak earnings continue, 
exacerbated by COVID-19 situation 
 The extremely weak trend in the sector topline and earnings, which began 

2QFY20 onward, is likely to continue, with ~4%/~8% YoY sales / EBITDA 

growth expected in 4QFY20.  

 The impact of COVID-19, and consequent Janta Curfew and lockdown, has 

been witnessed on both the supply chain and consumer goods 

manufacturing. The outlook for FY21 is also weak, with GDP decline likely for 

the year, resulting in sharp EPS cuts (ranging from 4–11% for staples and 15–

33% for discretionary).  

 The benefit of low material cost is now not expected to be as high as it would 

have been in a more favorable operating environment. PAT growth is 

estimated to be higher at 13.9%, largely on the assumption of lower tax 

rates.  

 Our framework for earnings visibility, longevity of growth, and quality 

management drives our choices in the consumer universe. We continue to 
prefer HUVR, MRCO, and UNSP. 

Cos/Sector Key Highlights 

Consumer 4QFY20 
Preview 

Weak earnings continue, exacerbated by COVID-19 situation 

Motherson Sumi Mar’20-end debt lowest in 11 quarters 

Metals Hindalco’s Novelis completes acquisition of Aleris 

 

Expect subdued 4QFY20 volume growth  

Quarter Ending 4QFY17 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20 2QFY20 3QFY20 4QFY20E 

Asian Paints (Dom Deco) 10.0 4.0 9.0 6.0 10.0 10.0 11.0 21.0 10.0 16.0 14.0 11.0 10.0 

Britannia (Biscuits) 2.0 2.0 5.0 11.0 11.0 11.0 11.0 7.0 7.0 3.0 3.0 3.0 0.0 

Colgate (Toothpaste) (3.0) (5.0) (0.9) 12.0 4.0 4.0 7.0 7.0 5.0 4.0 4.0 2.3 1.0 

Dabur 2.4 (4.4) 7.2 13.0 7.7 21.0 8.1 12.4 4.3 9.6 4.8 5.6 5.0 

Emami (1.5) (18.0) 10.0 6.0 8.0 18.0 (4.0) 3.5 0.0 0.0 1.0 (2.0) (4.0) 

GSK Consumer (1.0) 0.0 2.5 15.0 8.0 12.0 10.0 8.0 6.5 4.0 3.6 3.0 2.0 

Hindustan Unilever 4.0 0.0 4.0 11.0 11.0 12.0 10.0 10.0 7.0 5.0 5.0 5.0 4.0 

ITC (cigarette) 0.0 1.0 (6.0) (3.0) (2.0) 1.0 6.0 7.0 8.0 3.0 2.5 2.5 (1.0) 

Marico 
        

     

   Domestic 10.0 (9.0) 8.0 9.4 1.0 12.4 6.0 5.0 8.0 6.0 1.0 (1.0) (3.0) 

Pidilite 7.0 0.0 15.0 23.0 13.0 20.2 11.0 13.0 4.0 6.0 (1.0) 2.0 4.0 

Source: Company, MOFSL 

 

Research covered 

Piping hot news 

India to grow at 1.9% in FY21, recover to 7.4% path in 2021-22: IMF 
The International Monetary Fund (IMF) has cut its projection of India’s economic 
growth to 1.9 per cent for the current financial year, the lowest since the 1991 
balance of payments (BoP) crisis. It had earlier forecast a growth rate of 5.8%. 

https://www.business-standard.com/article/economy-policy/india-to-grow-at-1-9-in-fy21-recover-to-7-4-path-in-2021-22-imf-120041401051_1.html
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Banks seek govt guarantees 
on small business loans of at 
least ₹50,000 crore 
As covid-19 threatens operations 
of small businesses in India, 
banks have requested the Union 
government to fully guarantee 
their incremental loans to micro, 
small and medium enterprises 
(MSMEs) of at least ₹50,000 
crore, said two people aware of 
the development… 

 
 

FTSE Russell proposes to raise India's weight in its global 
indices 
Global index providers have taken note of the government’s decision 
to virtually increase foreign ownership in listed companies. After 
MSCI, FTSE Russell has proposed to increase India’s weight on its 
global indices, which are tracked by funds with billions of dollars in 
corpus. On Tuesday, the UK-based entity issued a new methodology 
to compute the weight of the country and individual stocks in its 
indices. The move could increase India’s weight on the widely-tracked 
emerging market (EM) indices by as much as 156 basis points (bps).  

 
 

Hindalco closes $2.8 billion 
deal to acquire Aleris 
The Aditya Birla group’s flagship 
company Hindalco on Tuesday 
completed the buyout of Aleris 
Corp by its wholly owned 
subsidiary Novelis Inc at an 
enterprise value of $2.8 billion (Rs 
21,295 crores). The deal marks 
Novelis’ potential entry into the 
high-end aerospace segment. 

 
 

SBI seeks loan guarantees, 
extension of moratorium 
State Bank of India's Chairman 
Rajnish Kumar has sought 
government guarantees to 
enable banks to lend to 
companies to expedite a post-
lockdown economic recovery in 
the aftermath of the Covid-19 
pandemic. 

 
 

Tariff cut likely for regulated 
power companies 
Regulated power plants may have 
to take a tariff haircut on return 
on equity and fixed costs, as the 
government is considering a 
demand from electricity 
distribution companies to lower 
costs amid the Covid-19 
pandemic. 

 
 

Ecommerce cos, kirana stores 
tie-up to maintain essentials’ 
supply 
The government is keen on 
ecommerce companies tying up 
with kirana stores to maintain 
supply of essential goods and 
ensure that people do not step 
out of their houses to buy 
essentials during the extended 
nationwide lockdown. 

 

Realty developers may see a 
20% fall in housing prices, 
says Deepak Parekh 
Property developers should be 
prepared for up to a 20 per cent 
fall in housing prices and have to 
create liquidity by selling their 
inventory at whatever prices 
they get, HDFC Chairman Deepak 
Parekh said on Tuesday… 

 

  

Kindly click on textbox for the detailed news link 

In the news today 
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https://www.livemint.com/industry/banking/banks-seek-govt-guarantees-on-small-business-loans-of-at-least-50-000-crore-11586891231040.html
https://www.business-standard.com/article/markets/ftse-russell-proposes-to-raise-india-s-weight-in-its-global-indices-120041500030_1.html
https://economictimes.indiatimes.com/markets/stocks/news/hindalco-completes-2-8-billion-deal-to-acquire-aleris/articleshow/75146674.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://economictimes.indiatimes.com/industry/banking/finance/banking/sbi-seeks-loan-guarantees-extension-of-moratorium/articleshow/75134777.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://economictimes.indiatimes.com/industry/energy/power/tariff-cut-likely-for-regulated-power-companies/articleshow/75150506.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://economictimes.indiatimes.com/industry/services/retail/ecom-kirana-storetieups-to-maintain-essentials-supply/articleshow/75147989.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://www.business-standard.com/article/economy-policy/realty-developers-may-see-a-20-fall-in-housing-prices-says-deepak-parekh-120041401552_1.html
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Weak earnings continue, exacerbated by COVID-19 situation 
Weakest sales growth for any quarter since GST implementation 
 

Excluding Tata Consumer, second weakest EBITDA growth since GST    
The extremely weak trend in sector topline and earnings that began from 2QFY20 

onward is likely to continue, with ~4% YoY sales growth and ~8% YoY EBITDA growth 

in 4QFY20. Sales and EBITDA growth (adjusted for unusually high 38% sales growth 

and 71% EBITDA growth in Tata Consumer) is the weakest / second weakest, 

respectively, for any quarter since June 2017 (which was affected by down stocking 

ahead of the GST implementation). The impact of COVID-19 and consequent Janta 

Curfew and lockdown has been witnessed on both supply chain and manufacturing 

of consumer companies. The outlook for FY21 is also weak with likely GDP decline 

for the year, resulting in sharp EPS cuts (ranging from 4–11% for staples and 15–33% 

for discretionary). The benefit of low material cost is now not expected to be as high 

as it would have been in a more favorable operating environment as promotions 

and price discounts were in evidence. On the other hand, ad spends and new 

launches are expected to remain lower than usual as companies await signs of 

revival. PAT growth is expected to be higher at 13.9%, largely on the assumption of 

lower rates post the corporate tax cuts announced in Sept’19.     
 

HUVR’s sales growth is expected at ~3% YoY (with 4% volume growth) in 4QFY20, 

and EBITDA growth at ~7% YoY. Boosted by low other income in the base quarter, 

HUVR’s PAT growth is expected to be up ~14% YoY. We expect ITC to report 1% 

decline in cigarette volumes, with sales growth of ~6% YoY and EBITDA growth of 

11% YoY. A tepid operating performance is expected from most others during the 

quarter, barring APNT and PIDI, both of which are likely to report over 20% EBITDA 

growth despite mid-single digit sales growth on account of decline in RM cost. While 

Tata Consumer’s reported numbers are likely to be unusually high due to the 

addition of the Tata Chemicals consumer business, like-for-like sales and EBITDA 

would remain healthy at 7% and 25%, respectively. On the other hand, double-digit 

EBITDA decline is likely for UNSP, UBBL, GCPL, and PAG. 
 

Commodity costs largely benign  
PFAD prices grew 49.5% YoY in 4QFY20 (26.8% sequential growth), while Mentha 

prices were down 21.8% YoY. Wheat costs increased modestly 7.5% YoY and 

declined 3.1% sequentially, while sugar costs declined 2–3% both YoY and 

sequentially. Barley costs were up 10.8% YoY for the quarter. TiO2 costs declined 

5.6% YoY, while YTD costs of VAM plummeted 18.2% YoY. Copra costs came in 

flattish YoY, while HDPE costs declined 15.2% YoY. LLP costs were down 2.1% YoY.  
 

Preference for quality and longevity of growth 
Our framework for earnings visibility, longevity of growth, and quality management 

drives our choices in the consumer universe. We continue to prefer HUVR as our 

large-cap pick. Particularly in volatile times such as this, HUVR stands out like a 

beacon in terms of superior visibility on near- and medium-term earnings, and is 

thus deserving of premium valuations. We upgraded MRCO to BUY a month ago, 

which remains our top mid-cap pick, with valuations close to 10-year average P/E. 

UNSP remains our top discretionary pick. Despite the likely sharp impact on near-

term earnings due to the COVID-19 situation, valuations at 32xFY22 EPS are at a 

substantial discount to other discretionary peers. 

Asian Paints 

Britannia Industries 
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Emami 

Godrej Consumer 
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Marico 
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United Spirits 

 
 

April 2020 Results Preview | Sector: Consumer 
      

Consumer 
 

Result Preview 

http://institution.motilaloswal.com/emailer/Research/FMCG-20200414-MOSL-RP-PG016.pdf
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BSE SENSEX S&P CNX   CMP: INR63 TP: INR84 (+33%) Buy 30,690 8,994 

 

 
 

Stock Info 

Bloomberg MSS IN 

Equity Shares (m) 3,158 

M.Cap.(INRb)/(USDb) 199.4 / 2.7 

52-Week Range (INR) 163 / 49 
1, 6, 12 Rel. Per (%) 8/-15/-37 

12M Avg Val (INR M) 1271 

Free float (%) 38.3 

 

Financials & Valuations (INR b) 

 Y/E March FY20E FY21E FY22E 

Sales 633.3 617.0 706.2 

EBITDA 49.1 48.4 69.1 

Adj. PAT 11.8 9.7 18.1 

EPS (INR) 3.7 3.1 5.7 

EPS Gr. (%) -27.1 -17.2 85.6 

BV/Sh. (INR) 38.3 40.4 44.3 
Ratios       

Net D:E 0.6 0.4 0.1 

RoE (%) 10.1 7.8 13.5 

RoCE (%) 6.8 5.9 10.3 

Payout (%) 31.5 31.5 31.5 

Valuations       

P/E (x) 17.0 20.5 11.0 
P/BV (x) 1.7 1.6 1.4 

Div. Yield (%) 1.6 1.3 2.4 

FCF Yield (%) 6.9 11.1 15.8 

 
Shareholding Pattern (%) 

As On Dec-19 Sep-19 Dec-18 

Promoter 61.7 61.7 61.7 
DII 12.6 13.5 9.9 

FII 16.4 15.0 17.5 

Others 9.3 9.8 10.9 

FII Includes depository receipts 
 
Stock Performance (1-year) 

 
 

 
Mar’20-end debt lowest in 11 quarters 
Comfortable liquidity, with focus on further growing liquid assets 
 

 Motherson Sumi (MSS) issued an update on the COVID-19 situation, financial 
gearing/liquidity, and M&A opportunities. The company announced it was well-
positioned on liquidity, with an 11-quarter low debt and adequate liquidity as well as 
a focus on generating further cash. It expects the current crisis to introduce M&A 
opportunities, and key customers are already pointing it in the direction of certain 
troubled companies. Here are the key highlights from the press release: 

 

 MSS is seeing positive development in demand from its China plants, which had 

initially been shut down at the onset of the pandemic but have since recovered 

their production levels to nearly the pre-COVID-19 state soon after resuming 

operations. 

 For all other plants (India, the EU, and the US), MSS has received positive 

reopening dates for the vast majority of its plants by end-April / early May. 

 Governments in various parts of the world have instituted employment 

protection schemes during the shutdown period, as per which they are bearing 

part of the employee cost. MSS is actively working with the governments to 

further reduce fixed cost during this period of non-production. 

 The company is monetizing engineering working capital by actively working 

with customers. 

 It is working closely with its customers to realize receivables as well as with the 

supply chain for smooth continuity in operations as lockdown restrictions are 

lifted. 
 

Comfortable with liquidity 
 MSS’ net debt as of Mar’20 stood at an 11-quarter low of INR71.5b at a 

consolidated level and EUR702m at Samvardhana Motherson Automotive 

Systems Group BV (SMRPBV). 

 Consol cash stood at INR46.9b, with EUR412m at SMRPBV. 

 Consol drawable committed/uncommitted facilities stood at INR55b, with 

EUR458m (committed lines) at SMRPBV. 

 It has adequate headroom in its bond documents to utilize the above, and no 

major debt maturities are scheduled over the next 12 months. 

 To further enhance liquidity in these uncertain times, the Board of Directors 

has accorded in-principle approval to raise debt of up to INR10b. 

 On pledged shares: SAMIL has repaid part of its debt, and subsequently 30.5m 

MSS shares (a total pledge of 254.4m or 8.05% of equity) are expected to be 

released from the pledge this week. SAMIL intends to pay back more facilities 

from internal accruals and dividends going forward. 
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Motherson Sumi 
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Mr V C Sehgal on M&A 
 Mr Sehgal stated that while aspirational five-year plans could not be timed 

perfectly, and the unprecedented COVID-19 situation had hampered the 

closings of many of MSS’ target acquisitions, the company believed these same 

opportunities had turned more attractive in valuation since the COVID-19 crisis. 

 With its strong financial position and customer faith intact, MSS is also being 

approached by customers to look at more specific companies in trouble, which it 

opines can be acquired at low valuations. 

 

Valuation and view 

Our positive view on MSS remains intact (owing to the stabilization of its greenfield 

plants, execution of SMRPBV’s strong order book, and recovery in India). However, 

near-term stock performance would be influenced by COVID-19 developments 

(China exposure for SMRPBV and PKC Group) as well as ongoing restructuring 

exercises. Maintain Buy, with TP of ~INR 84 (Mar’22 SOTP). 
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Hindalco’s Novelis completes acquisition of Aleris  
 Hindalco’s wholly-owned subsidiary Novelis has completed the acquisition of 

US-based Aleris for an EV of USD2.8b (including debt of USD2.0b), implying 7.2x 

CY19 EV/EBITDA (EBITDA – USD388m in CY19). 

 The EV was higher by USD0.2b than the earlier announced EV of USD2.58b due 

to higher working capital at the time of deal closure. 

 Novelis would fund the acquisition through debt of USD2.3b (including USD0.4b 

raised in Jan’20) and internal accruals of USD0.5b. 

 The transaction closure follows the European Commission’s recent approval to 

sell the Duffel plant of Aleris to the Liberty Group for USD0.34b (at ~7x 

EV/EBITDA). Novelis is working with the Liberty Group to close the transaction, 

subject to approval by Chinese Authorities. 

 As part of the regulatory process, Novelis is also required to sell Aleris’ 

Lewisport facility in the US. Novelis is working with the US Department of Justice 

to define the timeline and terms for the divestment of Lewisport. 

 Acquisition of Aleris allows Novelis entry into the high-end aerospace segment. 

It would also position Novelis as leader in the Building and Construction 

segment in the US. Also, Novelis expects synergy benefits of USD150m on 

recurring basis in 3-5 years from the Aleris buy-out. 

 During CY19, Aleris sold 858kt, recording revenues of USD3.38b and adjusted 

EBITDA of USD0.39b. Novelis sold 3,332kt, recording revenues of USD11.58b 

and adjusted EBITDA of USD1.44b. 

 Post the Aleris acquisition, Hindalco’s trailing 12 months combined net debt to 

adjusted EBITDA stands at 3.3x. 

 

  

Sector Update | 25 February 2020 

  

Metals 
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PRESTIGE ESTATES: WHEREVER PRESENT, COMPANY TAKING 
CARE OF THE LABOURERS AND THEIR HYGIENE; Irfan Razack, MD 
 Have already seen two weeks of lockdown, One more week has to be seen 

through and hopefully if the curve comes down, there will be some partial 

opening up.  

 Right now, need to see how company can control overheads and expenses. Will 

have to bounce back.  

 Housing is an important segment and there is an opportunity - will present itself 

may be in the next quarter. This quarter will have to just see how company can 

evaluate the situation and then restart the work. Have to see how company can 

at least deliver the goods that was promised to customers.  

 On retail front, have stopped the rents for customers till it restarts. On the office 

front, the goods are safe since company dealing with the MNCs. Though they 

are working from home, they are linked to their office spaces. So, they will be 

paying the rents and hence do not see any problem there.  

 Hospitality of course has become nil and it will take at least two quarters for it 

to bounce back. 

 Some of the labourers have left and there is nothing that company can do but 

have managed to contain most of the labourers working on large projects in the 

camp itself. They are pretty safe and medical checkups also have been given. 

Company is doing this in Bangalore, Hyderabad, in Kochi and in Chennai. In fact, 

in Kochi company has a major labour camp. Doing an IT park and a shopping 

centre. 

 Confident they (labour force) will come back but there will be a break in work. 

Should be able to resume at least with a 50-75 per cent capacity. 

 

 

  

In conversation 

https://economictimes.indiatimes.com/markets/expert-view/we-have-managed-to-keep-most-of-the-labourers-working-on-large-projects-irfan-razack/articleshow/75066537.cms
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HOW COVID-19 IS TRANSFORMING GLOBAL MANUFACTURING 
 As the covid-19 pandemic escalates, the risks inherent in global supply chains 

are more apparent than ever. Rather than await a return to business as usual, 

with manufacturing activities concentrated in countries where labour is cheap 

and plentiful, advanced-economy companies are shifting their focus to the 

lowest-wage workers of all: robots. Firms began relocating production to low-

wage countries in the early 1990s, aided by the fall of the Iron Curtain, China’s 

global integration and eventual accession to the World Trade Organization, and 

the rise of containerization. The period between 1990 and the 2008 global 

financial crisis has been called an era of hyper-globalization in which global 

value chains accounted for about 60% of global trade. The 2008 global financial 

and economic crisis marked the beginning of the end of this era of hyper-

globalization. In 2011, global value chains stopped expanding. They have not 

grown again since. This reversal was driven by uncertainty. From 2008 to 2011, 

the World Uncertainty Index—constructed by Hites Ahir, Nicholas Bloom, and 

Davide Furceri—increased by 200%. To compare, during the 2002-03 outbreak 

of [the] Severe acute respiratory syndrome, or Sars, the World Uncertainty 

Index rose by 70%. After the United Kingdom voted in 2016 to leave the 

European Union, the World Uncertainty Index surged by 250%. 

 

 

SCALE UP THE RELIEF PACKAGE TO 5-6% OF GDP 
 The covid-19 crisis is a bolt from the blue. There is no precedent of this 

particular strain of coronavirus, and hence, any projections of its impact can just 

be intelligent guesses. Predictive numbers need to be relied upon with great 

caution. One has to keep a very close watch on how the crisis unfolds and keep 

tinkering with different actions as facts regarding the virus trajectory, the 

effectiveness or otherwise of containment efforts, and reactions of economic 

actors become clearer. The crisis would, as any crisis does, affect both the 

supply and demand sides of the economy and stress not only the financial 

markets but the socio-economic fabric of society. The country has been put 

under a nationwide lockdown since 25 March. While social distancing is 

necessary to prevent the rapid spread of the epidemic, there is a huge economic 

cost that it entails. There is no denying the fact that the choice seemed to be 

between the economy and lives. However, sooner than later, questions 

regarding rising unemployment, shutting down of businesses, increasing non-

performing assets, supply chain disruptions, reduced investments, and 

contracting demand would become serious challenges. The sooner we reframe 

the choice from being between GDP and lives to being between lives and lives, 

the better we would be able to manage the crisis. 

 

 
  

From the think tank 

https://www.livemint.com/opinion/quick-edit/scale-up-the-relief-package-to-5-6-of-gdp-11586417238332.html
https://www.livemint.com/opinion/online-views/how-covid-19-is-transforming-global-manufacturing-11586794087405.html
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