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Equities - India Close Chg .% CYTD.% 
Sensex 40,522 0.9 -1.8 
Nifty-50 11,889 1.0 -2.3 
Nifty-M 100 17,217 1.2 0.7 
Equities-Global Close Chg .% CYTD.% 
S&P 500 3,391 -0.3 4.9 
Nasdaq 11,431 0.6 27.4 
FTSE 100 5,729 -1.1 -24.0 
DAX 12,064 -0.9 -8.9 
Hang Seng 10,003 -1.2 -10.4 
Nikkei 225 23,486 0.0 -0.7 
Commodities Close Chg .% CYTD.% 
Brent (US$/Bbl) 40 0.8 -39.6 
Gold ($/OZ) 1,908 0.3 25.8 
Cu (US$/MT) 6,779 0.3 10.2 
Almn (US$/MT) 1,806 -0.4 1.4 
Currency Close Chg .% CYTD.% 
USD/INR 73.7 -0.2 3.3 
USD/EUR 1.2 -0.1 5.2 
USD/JPY 104.4 -0.4 -3.9 
YIELD (%) Close 1MChg CYTDchg 
10 Yrs G-Sec 5.8 0.01 -0.7 
10 Yrs AAA Corp 6.6 0.01 -1.1 
Flows (USD b) 27-Oct MTD CYTD 
FIIs 0.48 0.73 4.29 
DIIs -0.21 -0.18 9.09 
Volumes (INRb) 27-Oct MTD* CYTD* 
Cash 624 552 549 
F&O 21,541 25,379 17,238 
Note: *Average 

Today’s top research idea  Market snapshot 

Chart of the Day: Tata Motors (JLR drives beat; Working cap drives FCF to positive zone) 

Tata Motors: JLR drives beat; Working cap drives FCF to 
positive zone 
 2QFY21 marked initial signs of volume recovery, the benefit of mix, and cost-

cutting initiatives coming together. This - coupled with normalcy in working
capital as well as tight control on capex -¬ resulted in FCF turning positive.

 JLRs posted a strong performance, driven by a) a better mix (higher LR), b) lower
VME, c) furlough benefit, and d) cost savings in Charge+.

 TTMT turned FCF-positive in 2QFY21, led by the normalization of working capital,
with JLR at GBP463m (GBP528m working cap release) and S/A at INR23b 
(INR30.8b work. cap release). Hence, consol. net debt (Auto) decreased by 
INR63b QoQ to INR615b.

 While JLR’s near-term volumes may be at risk from a potential second wave of 
COVID, JLR’s mix improvement and tight cost/capex control would drive sharp 
improvement in operating performance and debt reduction.

Cos/Sector Key Highlights 

Tata Motors JLR drives beat; Working cap drives FCF to positive zone 

HDFC Bank Business trends undergoing swift normalization 

Bharti Airtel Strong EBITDA jump of 12 QoQ (9% beat) 

ICICI Pru Life VNB margins improve sharply 

M&M Fin. Serv. Lower provisioning leads to big PAT beat; Book largely flat 

Amara Raja Batt. Above est.; Sharp recovery in demand across segments 

Castrol India Beat on all fronts; growth on YoY basis as well 

CEAT Above est.; Beat led by revenue, lower RM and op. lev. 

Automobiles Retails pick up toward end of Navratri after slow start 

Trend in JLR EBITDA and EBITDA margins 

Source: Company, MOFSL 

 S/A EBITDA margin trend

Source: Company, MOFSL 
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Harley Davidson partners 
with Hero MotoCorp to sell 
motorcycles in India 
US-based motorcycle maker 
Harley-Davidson Tuesday 
partnered with the country’s 
largest two-wheeler maker Hero 
MotoCorp to sell and service its 
products in the country. Per a 
distribution agreement, Hero 
MotoCorp will sell and service 
Harley-Davidson motorcycles,… 

 
 

New coronavirus infections drop below 40,000 mark, lowest 
since 17 July 
Coronavirus cases in India increased by 36,469 new infections on 
Monday, the lowest number of daily new cases since July 17. India's 
total covid caseload now stands at 79,46,429. With 488 new covid 
deaths in last 24 hours, total death toll mounted to 1,19,502. India's 
total active cases are 6,25,857 after a decrease of 27,860 in last 24 
hours. India has cured cases 72,01,070 covid patients with 63,842 
new discharges in last 24 hours. The case number reported Tuesday is 
the lowest since India had 35,065 newly confirmed infections on July 
17. Last month, the country hit a peak of nearly 100,000 cases in a 
single day, but daily infections have been decreasing since then… 

 
 

Airtel plans to exit Ghanaian 
telecom market 
Bharti Airtel’s board on 
Wednesday cleared the sale of its 
Ghana joint venture – AirtelTigo - 
to the government in the African 
country, and is taking an 
impairment charge of Rs184.1 
crore for the transaction. “The 
parties are in advance stages of 
discussions for conclusion of the 
commercial agreement for the 
transfer of AirtelTigo on a going 
concern basis… 

 
 

Appliance sales spurt 30 
percent in Navratri season; e-
commerce contribution rises 
Appliances and consumer 
electronics companies have 
reported high double-digit 
growth in sales during this 
Navratri season, with e-
commerce platforms seeing good 
traction as shoppers opt for 
contactless buying. Leading 
manufacturers like Sony, LG and 
Panasonic have reported… 

 
 

ADNOC seeks Indian partners 
for $45 bn petrochem 
expansion plans 
Abu Dhabi National Oil Company 
(ADNOC), UAE’s biggest energy 
producer, is seeking Indian 
companies for partnership in its 
ambitious USD 45 billion 
downstream petrochemical 
expansion plans. ADNOC CEO 
Sultan Ahmed Al Jaber, during a 
virtual session Prime Minister 
Narendra Modi had with global 
energy chief executives on 
Monday evening, sought 
opportunities to strengthen the 
UAE-India energy relationships, a 
company statement said. 
Speaking at the roundtable,.. 

 
 

Cadila going in for a huge 
capacity boost 
Cadila Healthcare Ltd., one of 
two Indian drugmakers racing to 
develop an indigenous Covid-19 
vaccine, is in talks with potential 
partners to ramp up production 
capacity if its candidate passes 
human clinical trials. The 
Ahmedabad-based firm is 
looking to hire contract 
manufacturers… 

 
India adds 2,320 MW solar 
capacity in COVID-19-hit 
January-September period 
India has added 2,320 MW of 
solar energy capacity from 
January to September, when the 
Covid pandemic disrupted the 
economy, official data shows. 
Rajasthan, which added 360 
MW, Tamil Nadu 341 MW, and 
Maharashtra 165 MW accounted 
for the bulk… 

 
  

Kindly click on textbox for the detailed news link 
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https://economictimes.indiatimes.com/industry/auto/two-wheelers-three-wheelers/harley-davidson-partners-with-hero-motocorp-to-sell-motorcycles-in-india/articleshow/78891759.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://www.livemint.com/news/india/new-coronavirus-infections-drop-below-40-000-mark-lowest-since-17-july-11603772057214.html
https://economictimes.indiatimes.com/industry/telecom/telecom-news/airtel-plans-to-exit-ghanaian-telecom-market/articleshow/78896492.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://economictimes.indiatimes.com/industry/cons-products/durables/appliance-sales-spurt-30-percent-in-navratri-season-e-commerce-contribution-rises/articleshow/78895243.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://www.financialexpress.com/industry/adnoc-seeks-indian-partners-for-45-bn-petrochem-expansion-plans/2114949/
https://economictimes.indiatimes.com/industry/healthcare/biotech/pharmaceuticals/cadila-one-of-indias-two-covid-vaccine-makers-is-going-in-for-a-huge-capacity-boost/articleshow/78883672.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://economictimes.indiatimes.com/industry/energy/power/india-adds-2320-mw-solar-capacity-in-covid-19-hit-january-september-period/articleshow/78891954.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
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Estimate change  
TP change  
Rating change  
 
Bloomberg TTMT IN 
Equity Shares (m) 3,598 
M.Cap.(INRb)/(USDb) 447.6 / 6 
52-Week Range (INR) 202 / 64 
1, 6, 12 Rel. Per (%) -2/53/-12 
12M Avg Val (INR M) 7998 
 

Financials & Valuations (INR b) 
Y/E March 2020 2021E 2022E 
Net Sales 2,611 2,536 2,983 
EBITDA 239.1 276.6 397.7 
Adj. PAT -90.9 -53.1 44.7 
Adj. EPS (INR) -25.3 -14.8 11.7 
EPS Gr. (%) 480 -41.6 -179.0 
BV/Sh. (INR) 175.3 160.5 169.3 
Ratios 

   Net D/E (x) 1.6 1.7 1.5 
RoE (%) -14.8 -8.8 7.3 
RoCE (%) 3.7 10.1 8.0 
Payout (%) 0.0 0.0 0.0 
Valuations 

   P/E (x) -5.4 -9.2 11.6 
P/BV (x) 0.8 0.8 0.8 
EV/EBITDA (x) 4.1 4.2 2.5 
Div. Yield (%) 0.0 0.0 0.0 
FCF Yield (%) -6.5 -39.3 35.4 
 
Shareholding pattern (%) 
As On Sep-20 Jun-20 Sep-19 
Promoter 42.4 42.4 38.4 
DII 13.2 13.4 15.7 
FII 15.8 15.6 19.0 
Others 28.6 28.6 27.0 
FII Includes depository receipts 
 

 

 CMP: INR136                 TP: INR230 (+70%)                             Buy 
 

Above est.; JLR drives beat; Working cap drives FCF to positive zone 
Mix, cost savings, and tight capex control to drive debt reduction 
 2QFY21 marked initial signs of volume recovery, the benefit of mix, and cost-

cutting initiatives coming together. This – coupled with normalcy in working 
capital as well as tight control on capex – resulted in FCF turning positive. 
JLR’s near-term volumes may be at risk from a potential second wave of 
COVID. However, mix improvement and tight cost/capex control would drive 
sharp improvement in operating performance and debt reduction. 

 We upgrade our FY22E EPS by 13% to factor in lower tax in JLR (reversal of 
deferred tax). Maintain Buy, with TP of INR230 (Sep’22 SOTP). 

 

Favorable mix, cost savings, and diluted impact of operating deleverage 
 2QFY21 consol revenue/EBITDA declined ~18%/21% to ~INR535b/INR57b, 

translating to adj. loss of INR3.2b (est. loss of ~INR40b) v/s ~INR2.6b loss in 
2QFY20. 1HFY21 consol revenue/EBITDA declined 32.6%/38%, reporting adj. 
loss of INR87.6b (v/s INR38.4b). 

 JLR – favorable mix and cost-cutting drive beat: Volumes (ex-JV) declined 
39% YoY to 73.5k units. Realizations improved 18% YoY (+1.4% QoQ) to 
GBP59.25k/unit (v/s est. GBP50.3k), driven by mix in favor of LR (higher by 
+10pp YoY, 8pp QoQ) and China (39% volumes v/s 16% in 2QFY20). EBITDA 
margins contracted just by 240bp YoY to 11.1% (v/s est. 4.8%), driven by a) a 
better mix (higher LR), b) lower VME, c) furlough benefit, and d) cost savings 
in ‘Charge+’. Furthermore, recognition of deferred tax assets boosted adj. 
PAT of GBP117m (v/s est. loss of GBP295m). JLR’s FCF was +ve at GBP463m 
(v/s –GBP64b in 2QFY20) driven by GBP528m release of working capital. 
CJLR achieved PBT breakeven in 2Q, driven by lower VME. 

 S/A – EBITDA turns positive after loss for fourth consecutive quarter: PV 
volume recovery and sharp decline in other expenses resulted in EBITDA of 
~INR2.8b (v/s est. loss of ~INR1.7b). EBITDA margins expanded 460bp YoY to 
2.9% (v/s est. -1.9%). EBITDA margins were at 3.2% for the CV business (-60bp 
YoY) and at 1.6% for the PV business (v/s -21.4% last year). Adj. net loss stood 
at ~INR11.6b (est. loss of INR14.9b) v/s loss of ~INR13.6b in 2QFY20.  

 Consol. net debt (Auto) decreased by INR63b QoQ to INR615b. 
 

Highlights from management commentary 
 In 2QFY21, a cost savings program delivered GBP0.3b savings at JLR and 

INR2.8b in standalone. 
 TTMT turned FCF-positive in 2QFY21, led by the normalization of working 

capital, with JLR at GBP463m (GBP528m working cap release) and S/A at 
INR23b (INR30.8b work. cap release). 

 JLR’s VME reduction was primarily driven by the release of GBP64m for US 
residual. However, underlying VME was at ~6% (v/s 3.8% reported) and 
would increase to over 6% in 3Q. Also, furlough benefit in 2Q was at 
GBP55m, but it ends in Oct’20. 

 JLR Defender 110 is doing well and Defender 90 is now also on sale. Despite 
the production ramp-up, the order book has increased further. JLR expects 
Defender to clock ~5k/month. 
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http://ftp.motilaloswal.com/emailer/Research/TTMT-20201028-MOSL-RU-PG014.pdf
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 JLR’s dealer inventory is down to ideal levels at 54 days (v/s 90 days in Jun’20). 
Going forward, wholesale would be in line with retail. 

 India: CV demand is gradually emerging in select segments, and it remains 
hopeful of a full recovery by end-FY21, aligned with overall improvement in the 
economy. 

Valuation and view 
 TTMT would see the triple benefit of a) macro recovery, b) company-specific 

volume/margin drivers, and c) sharp improvement in FCF and leverage in both 
JLR as well as the India business. 

 However, near-term risk of volume disruption in the EU and UK cannot be ruled 
out due to the possibility of a second wave of COVID. 

 The stock trades at 2.5x FY22 EV/EBITDA and 0.8x P/BV. Maintain Buy, with TP 
of ~INR230 (Sep’22-based SOTP). 

 
Quarterly Performance [Consol] 
INR b FY20   FY21E FY20 FY21E 
  1Q 2Q 3Q 4Q  1Q 2Q 3QE 4QE   
Net Op Income 614.7 654.3 716.8 624.9  319.8 535.3 708.2 973.1 2610.7 2536.4 

Growth (%) -7.8 -9.1 -6.8 -27.7  -48.0 -18.2 -1.2 55.7 -13.5 -2.8 
EBITDA 30.0 71.6 72.0 23.7  6.4 56.7 74.0 98.9 197.3 235.9 

EBITDA Margins (%) 4.9 10.9 10.0 3.8  2.0 10.6 10.4 10.2 7.6 9.3 
JLR EBITDA Margins (%) 4.2 13.4 10.8 4.8  3.6 11.1 11.3 12.5 8.7 10.6 
S/A EBITDA (%) 6.4 -1.7 -5.2 -4.4  -26.2 2.9 5.9 6.8 1.3 3.7 

Depreciation 51.1 53.0 52.0 58.1  56.0 56.0 57.8 55.7 214.3 225.5 
Other Income 8.4 6.7 9.0 5.6  6.1 6.3 7.0 7.4 29.7 26.8 
Interest Expenses 17.1 18.4 17.4 19.5  18.8 19.5 18.0 20.0 72.4 76.2 
PBT before EO -31.3 5.8 13.5 -65.1  -61.9 -8.2 5.2 38.4 -77.1 -26.4 
EO Exp/(Inc) 1.09 -0.39 0.01 28.01  -0.03 -0.05 0.00 0.00 28.71 -0.08 
PBT after EO Exp -32.4 6.2 13.5 -93.1  -61.8 -8.1 5.2 38.4 -105.8 -26.4 
Tax rate (%) -6.1 71.7 -44.8 -3.8  -35.6 57.9 -5.0 27.0 -3.7 -104.0 
PAT -34.3 1.8 19.5 -96.7  -83.8 -3.4 5.4 28.0 -109.8 -53.8 
Minority Interest -0.2 -0.3 -0.2 -0.3  0.1 -0.1 -0.1 0.0 -1.0 -0.2 
Share in profit of Associate -2.5 -3.6 -2.0 -1.9  -0.6 0.4 0.2 0.9 -10.0 0.9 
Reported PAT -37.0 -2.2 17.4 -98.9  -84.4 -3.1 5.5 28.9 -120.7 -53.1 
Adj PAT -35.9 -2.6 17.4 -69.9  -84.4 -3.2 5.5 28.9 -90.9 -53.2 

Growth (%) 88.5 -54.1 -250.6 -426.8  135.5 26.2 -68.2 -141.4 515.0 -41.5 
 

Source: Company, MOFSL 
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BSE SENSEX S&P CNX   CMP: INR1,233 TP: INR1,500 (+22%) Buy 40,522 11,889 
 

 
 

Stock Info 
Bloomberg HDFCB IN 
Equity Shares (m) 5,504 
M.Cap.(INRb)/(USDb) 6787.7 / 90.6 
52-Week Range (INR) 1304 / 739 
1, 6, 12 Rel. Per (%) 10/5/-4 
12M Avg Val (INR M) 14449 
Free float (%) 78.8 

 

Financials Snapshot (INR b) 
Y/E MARCH FY20 FY21E FY22E FY23E 
NII 561.9 648.1 740.8 864.8 
OP 487.5 565.5 663.8 778.5 
NP 262.6 300.9 364.7 437.7 
NIM (%) 4.2 4.1 4.1 4.2 
EPS (INR) 48.0 54.9 66.5 79.8 
EPS Gr. (%) 21.2 14.2 21.2 20.0 
BV/Sh. (INR) 311.8 357.1 413.4 482.3 
ABV/Sh. (INR) 300.3 342.3 394.1 460.5 
Ratios 

    RoE (%) 16.4 16.4 17.3 17.8 
RoA (%) 1.9 1.8 1.9 2.0 
Payout (%) 24.8 17.5 15.4 13.6 
Valuations 

    P/E(X) 25.7 22.5 18.5 15.4 
P/BV (X) 4.0 3.5 3.0 2.6 
P/ABV (X) 4.1 3.6 3.1 2.7 
Div. Yield (%) 1.0 0.8 0.8 0.9 

 

Shareholding pattern (%) 
As On Sep-20 Jun-20 Sep-19 
Promoter 21.2 21.2 21.3 
DII 18.6 18.0 17.3 
FII 49.1 48.8 49.4 
Others 11.1 12.0 12.1 

FII Includes depository receipts 
 

Stock Performance (1-year) 

 
 

 Business trends undergoing swift normalization 
Margins to stabilize; collection trends near pre-COVID levels  
 
 HDFC Bank (HDFCB) has built an exceptional banking franchise, powered by flawless 

execution. It consistently challenges the status quo – as reflected in its product and 
digital innovation – and yet persistently adheres to the basics of banking with regard 
to underwriting standards. The bank has reported remarkable improvement in 
collection efficiency, to 97% of pre-COVID levels, and is well-placed to gain 
incremental market share on both the asset and liability fronts.  

 The bank is seeing improving trends across key business verticals, with some 
segments like Credit Cards showing strong buoyancy. The Credit Cards segment grew 
6% QoQ, with spends also back at pre-COVID levels. Corporate growth remains 
robust, and the bank continues to focus on high-rated borrowers, which has aided 
decline in RWA / total assets to ~65% (v/s 75% in FY19). HDFCB has prudently made 
contingent + floating provisions of ~INR77.6b, which would allow the bank to absorb 
any asset quality issues as business trends normalize fully. 

 We estimate HDFCB to deliver a ~19% PAT CAGR over FY20–FY23E, with ROA/ROE at 
2.0%/17.8% for FY23E. Maintain Buy, with revised TP of INR1,500 (3.3x Sep’22E ABV).    

 

Retail cycle holding well; strengthening distribution in rural/semi-urban 
markets to aid growth 
HDFCB is the largest private bank, with a market leadership position across various 
retail products (Vehicle, Personal Loans, Credit Cards, etc.). Hence, its performance 
is the yardstick for assessing the health of the overall retail cycle. The bank has 
reported a ~97% collection efficiency, which has assuaged concerns not only on the 
asset quality outlook for the bank but also the broader retail cycle. HDFCB is well-
placed to gain incremental market share as recovery strengthens. Meanwhile, a 
strong geographical reach in the rural and semi-urban markets – which have proved 
to be more resilient amid the pandemic – provides a strong growth engine for the 
bank.  

 

Corporate segment continues to drive growth; expect balanced 
contribution as Retail makes a comeback 
HDFC Bank has shown robust traction in the corporate portfolio, thus compensating 
for the softness in retail lending. The Corporate segment reported 26.5% YoY 
growth in 2QFY21, while Retail loans grew at a tepid ~5% YoY (~7% YoY in 1QFY21). 
In 1HFY21, the Corporate segment entirely contributed to overall loan growth, 
raising the segment’s share to 52% of total loans. As per strategy, the bank 
continues to focus on lending to high-rated corporates, which has enabled steep 
decline in RWA / total assets to ~65% (v/s 75% in FY19). However, with early signs 
of recovery seen across several retail verticals, we expect a more balanced growth 
outlook, even as we estimate HDFCB to deliver a 15% loan growth CAGR over FY20–
23E.  
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HDFC Bank 

http://ftp.motilaloswal.com/emailer/Research/HDFCB-20201027-MOSL-CU-PG018.pdf
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Margins on the cusp of bottoming out; expect gradual recovery from FY22 
For the past two quarters, most private banks have reported decline in margins due 
to the slowing of credit growth, higher liquidity, and yield pressures from sharp 
monetary easing. As a result, HDFCB has reported 20bp QoQ decline in margins to 
4.1%. However, with the revival in retail disbursements, a healthy uptick in the CASA 
ratio, and gradual repricing in the deposits portfolio, we expect margins to stabilize 
at current levels and improve from FY22.  
 

Asset quality seeing sharp recovery; contingent prov. offers comfort 
Several banks have recently indicated a sharp recovery in collection trends. Banks 
such as HDFCB, Indian Bank, and FB have reported collection efficiencies of 95–97%; 
BANDHAN, too, has reported a collection efficiency of ~90%. KMB collection 
efficiency also reached close to pre-COVID levels (barring unsecured portfolio).   
Furthermore, numerous banks have suggested corporate restructuring would be 
significantly slower than anticipated. On the other hand, the stress in the Mid-
Corporate and SME segments has been significantly addressed by the credit 
guarantee scheme. HDFCB’s stress in the MSME segment also declined to 3% (v/s 
9% in 1QFY21). Overall, expect restructuring to be in the low single digits. HDFCB has 
prudently made contingent + floating provisions of INR77.6b, which would allow the 
bank to absorb any asset quality issues as business trends normalize fully. We 
estimate credit cost to sustain at 1.5% for FY21 and moderate to 1.3% by FY23.  
 

Earnings cycle showing signs of bottoming out; estimate steady growth 
rates after 2HFY21 
HDFCB delivered steady earnings in 1HFY21, reporting the usual 19% YoY growth in 
net profit. The bank appeared completely oblivious to the global pandemic despite 
having built a strong provisioning cushion. We expect HDFCB to maintain a steady 
growth trend from FY22. But, we remain conservative in our earnings outlook over 
2HFY21, largely as COVID-related impairments peak, while the tax rate base 
normalizes to ~25% in 2HFY20 (v/s ~32% in 1HFY20). Nevertheless, we continue to 
project steady core operating profit growth of ~21% YoY in 2HFY21 v/s ~11% YoY in 
1HFY21. Our estimates for the Banking sector further suggest that over 3QFY20–
1QFY21 results, we cut private sector aggregate earnings by 29%/25% for 
FY21E/FY22E (40%/31% for FY21E/FY22E, excluding HDFC Bank). However, we have 
turned more constructive and have recently increased earnings for many banks 
(please refer to Exhibit-19 for details). 
 

Valuation and view 
HDFCB continues to deliver strong growth in a challenging macro environment, and 
the business momentum has swiftly moved toward pre-COVID levels. Furthermore, 
the bank’s operating performance remains strong despite margin pressure and 
lower fee income trends. However, we expect the margin trajectory to now 
stabilize, and an uptick in unsecured retail would support fee income trends. Also, 
HDFCB continues to make healthy provisions to further strengthen the balance 
sheet. Thus, a higher provision buffer would limit the damage on asset quality and 
enable the bank to quickly recover to a normal growth run-rate. We estimate a 19% 
PAT CAGR over FY20–23E, with ROA/ROE of 2.0%/17.8% for FY23E. Maintain Buy, 
with revised TP of INR1,500 (3.3x Sep’22E ABV). 
  



 
 

28 October 2020 7 
 

 
 

BSE SENSEX S&P CNX   CMP: INR433  Buy 40,522 11,889 
Valuation snapshot (INR b) 
INR Billion FY20 FY21E FY22E 
Net Sales 875.4 1,035.8 1,179.8 
EBITDA 366.1 466.1 572.1 
Adj. PAT -40.7 12.1 38.9 
EBITDA Margin (%) 41.8 45.0 48.5 
Adj. EPS (INR) -7.5 2.2 7.1 
EPS Gr. (%) -14.6 NM 220.7 
BV/Sh. (INR) 141.4 116.5 123.6 
Ratios    
Net D:E 1.4 1.8 1.5 
RoE (%) -5.5 1.7 5.9 
RoCE (%) 3.6 17.7 8.9 
Div. Payout (%) 0.0 0.0 0.0 
Valuations    
EV/EBITDA (x) 10.1 7.8 6.2 
P/E (x) NM 195.3 60.9 
P/BV (x) 3.1 3.7 3.5 
Div. Yield (%) 0.0 0.0 0.0 
FCF Yield (%) -1.1 2.3 5.6 
 

 Strong EBITDA jump of 12 QoQ (9% beat) 
India Wireless EBITDA up 13% QoQ (10% above est.) despite no tariff hike 
 
 Consol. revenue was up 7.7% QoQ to INR257.9b (5% beat) on a big beat in 

India Wireless. 
 Consol. EBITDA was up 12% QoQ to INR116.4b (11% beat) on strong 

revenue and operating leverage. 
 The consolidated EBITDA margin improved 170bp to 45.2% (210bp above 

estimate).  
 Subsequently, reported net loss stood at INR7.6b. Excluding exceptional 

cost, adjusted net loss after minority interest stood at INR7.4b (est. profit 
of INR2.6b) v/s net loss of INR4.4b in 1QFY21. 

 

India Wireless EBITDA up 13% QoQ (10% above est.) despite no tariff hike 
 Revenue surprised with a 7.4% QoQ increase to INR138.4b (5% beat), 

attributed to 3%/5% ARPU/subs growth. Of this, 2–3% revenue loss may be 
reversed from the previous quarter, while the rest would be attributable to 
mix benefit from healthy subscriber adds.  

 EBITDA was up 12.8% QoQ to INR58.9b (9% beat), with the incremental 
EBITDA margin at a healthy 70%. Total opex (excl. access/license fee) was 
flattish (up 2%) as SG&A efficiency was offset by an increase in network 
cost due to higher capex. 

 ARPU jumped 3% QoQ to INR162 (v/s est. INR157) on mix benefit from 
healthy 4G subs adds and revenue recovery from the COVID-19 impact. 

 Subscribers saw a strong 13.9m jump, much better than 3.8m decline in 
the lockdown quarter (1QFY21). This is despite Bharti’s criteria for 
measuring inactive subscribers being more stringent (eliminates users 
inactive for >30 days) v/s peers RJio and VIL (inactive for >90 days). 

 4G subs adds were at 14.4m, compensating for the weak 2m adds in the 
last quarter (v/s an average 8m adds historically). July’20 TRAI data saw 
Bharti beat RJio subs adds for the first time, with 4m adds.  

 Data traffic grew 5.5% QoQ to 7.6b GB (16.4 GB/user). Surprisingly, both 
total data traffic and usage/subs moderated after seeing a sharp jump in 
the last quarter due to lockdown. Bharti’s data traffic and data subscribers 
are less than half that of RJio. Moreover, the capacity gap is much smaller, 
highlighting better network experience and room for improvement. 

 MOU remained stable (up 1%) at 1,005min. 
 

Africa nos rebound higher than 1QFY21 loss; EBITDA up 14% QoQ 
 Africa revenue/EBITDA jumped by a strong 13%/16% in CC. In reported 

currency, it increased 11%/14% to INR71.7b/INR32.5b. 
 9% ARPU recovery was seen (v/s 4% fall last quarter), with 4% subscriber 

growth. 
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Other segments present tailwinds 
 Home revenue/EBITDA grew 2%/-3% QoQ to INR5.9b/INR3.4b with a rise in 

capex. The Home segment has seen a healthy 5% subscriber adds (129k), offset 
by pressure on ARPU (down 2%). 

 Enterprise revenue/EBITDA grew 2%/5% QoQ to INR35.8b/INR13.4b. 
 Passive revenue/EBITDA was up 8%/6% to INR17.7b/INR9.3b. This business – 

contributing 7%/8% of revenue/EBITDA – would not reflect in the consolidated 
financials as the merger with Indus would reduce Bharti’s stake to below 50%. 

 Digital revenue / EBITDA, which normalized after the last quarter impact, grew 
1%/6% to INR7.5b/INR5.4b. 

 

Rise in capex slows FCF; net debt rises due to AGR 
 Capex rose to INR67.9b v/s INR39.8b in 1QFY21; thus, FCF post interest stood at 

INR13.3b v/s INR36.1b in 1QFY21. With 1HFY21 capex at INR108b v/s the full-
year estimate of INR200b, there is a risk of upward capex revision. 

 4G base stations / towers saw strong 30k/5k adds to 537k/199k, apart from 
healthy ramp-up in fiber addition. Management indicated capex should 
moderate, which would be keenly observed . 

 Net debt saw a big rise of INR234b to INR1074b related to AGR. Including lease 
liability of INR304b, net debt stood at INR1,378b, increasing annualized net debt 
to EBITDA to 2.9x on 2QFY21 EBITDA. This further increased interest cost by 22% 
to INR37.3b. 

 

Key positives  
 Massive EBITDA beat despite no price hike: The stock was a major underperformer 

in the last quarter, however earnings growth has been resounding. Consol 
rev/EBITDA jumped 7%/12% QoQ (9% beat); India mobile EBITDA grew 13% QoQ 
and 16% in the preceding two quarters, without a price hike.  

 Quality 4G subs adds aid ARPU: India mobile added strong 14.4m subscribers 
(~5m monthly), the highest reported by the company (except the 3QFY20 
disruption quarter) – historically, July’20 has been the best month at the 
industry level in terms of subscriber adds. This was reflected in the consistent 
ARPU increase of 3% to INR162. Gross subscribers too saw healthy 14m adds; 
recovery was higher than loss reported in the 1QFY21 lockdown quarter. 

 Other segments present tailwinds: Africa saw strong 14% EBITDA growth, implying 
higher recovery v/s 1QFY21 loss. Home/Enterprise EBITDA, up -3%/5%, added 
healthy subscribers and is poised for healthy growth in the coming quarters. 

 Superior network capacity: Despite robust data traffic volumes of 7.6b GB (with 
16.4 GB/user), data traffic / subscribers are less than 50% of RJio levels. 
Moreover, the gap in network capacity is significantly smaller, thus highlighting 
a healthy network capacity and room for improvement. It has a healthy 537k 
base stations (closer to RJio), with the number of unique broadband towers also 
at a healthy 199k. 

 

Negatives 
 High capex driving down FCF: Capex rose to INR67.9b v/s INR39.8b in 1QFY21; 

thus FCF post-interest slowed to INR13.3b v/s INR36.1b in 1QFY21. With 1HFY21 
capex at INR108b v/s the full-year estimate of INR200b, there is a risk of upward 
capex revision. 

 AGR liability hurts net debt: Both net debt and interest cost rose due to the 
inclusion of the INR234b AGR liability. Thus, net debt to EBITDA increased to 
2.9x on 2QFY21 annualized EBITDA. 
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Consolidated – Quarterly Earnings Model           (INR b) 
Y/E March FY20 FY21 FY20 FY21E 2Q Est 
  1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q     FY21E Var (%) 
Revenue 207 211 219 237 239 258 266 272 875 1,036 245 5.2 
    YoY Change (%) 3.3 3.5 8.5 15.1 15.4 22.0 21.3 14.8 8.4 18.3 18.2  
Total Expenditure 125 123 127 136 135 141 145 148 509 570 138 2.5 
EBITDA 83 89 93 102 104 116 121 125 366 466 107 8.6 
    YoY Change (%) 23.1 41.9 49.0 53.3 25.7 31.4 30.5 22.7 42.1 27.3 21.0 1044 
Depreciation 68 69 69 71 72 74 77 80 277 304 75 -1.0 
Net Finance cost 32 29 30 41 35 38 35 33 124 133 34 11.5 
Other Income 1 4 2 10 6 1 5 5 9 18 7 -85.7 
PBT before EO expense -15 -6 -5 0 4 6 14 17 -26 48 6 -4.3 
Extra-Ord expense 15 307 11 70 117 0 0 0 402 118 0  
PBT -30 -313 -15 -70 -114 5 14 17 -428 -70 6 -12.6 
Tax -6 -85 -10 -20 38 6 6 7 -122 56 2      Rate (%) 20.2 27.1 69.1 29.0 -33.6 106.5 40.0 40.0 28.4 -80.5 40.0  Minority Interest & P/L of Asso. 
Cos. 5 2 6 3 7 7 2 -7 15 10 1  
Reported PAT -29 -230 -10 -52 -159 -8 6 18 -322 -136 3 NM 
Adj PAT -14 -11 -11 -5 -4 -7 6 18 -41 12 3 NM 
    YoY Change (%) 366.1 16.4 3.8 -60.4 -68.8 -33.7 -158.7 -473.4 16.6 -129.8 -118.8  
E: MOFSL Estimates             

 
India Mobile: Operating Metrics        
India - Wireless KPIs 2QFY20 1QFY21 2QFY21 YoY% QoQ% 2QFY21E v/s Est (%) 
Wireless traffic (b min) 717 820 861 20.1 5.0 856 0.6 
Total subscribers (m) 279 280 294 5.1 5.0 282.7 3.9 
Data subscribers (m) 124 149 162 30.5 8.8 158.8 2.1 
4G subscribers 95.2 136.3 152.7 60.4 12.0     
ARPU (INR) 128 157 162 26.6 3.2 158 2.7 
MOU (min) 848 994 1005 18.5 1.1 1014 -0.9 
Data Traffic (b MB) 4,829 7,240 7,640 58.2 5.5 7,787 -1.9 
Data usage/sub (MB) 13,116 16,655 16,409 25.1 -1.5 16,863 -2.7 
Monthly churn (%) 2.1 2.2 1.7 -40bps -50bps 2.2 -50bps 
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Bharti Airtel – Consolidated Segment-wise Summary (INR m)     

  2QFY20 1QFY21 2QFY21 YoY% QoQ% 2QFY21E v/s Est 
(%) 

Revenue        Mobile India 109,813 128,772 138,319 26.0 7.4 131,700 5.0 
Telemedia 5,475 5,785 5,873 7.3 1.5 6,002 -2.2 
Enterprise 33,312 35,019 35,821 7.5 2.3 36,070 -0.7 
Passive Infrastructure 16,673 16,421 17,663 5.9 7.6 16,669 6.0 
Digital TV 7,893 7,448 7,548 -4.4 1.3 7,647 -1.3 
South Asia 1,105 1,088 1,116 1.0 2.6 1,175 -5.0 
Others  -1 4 22 -2300.0 450.0 4 439.2 
Africa 59,157 64,513 71,660 21.1 11.1 66,064 8.5 
Eliminations -22,114 -19,663 -20,175 -8.8 2.6 -20,141 0.2 
Consolidated Revenue 211,313 239,387 257,847 22.0 7.7 245,189 5.2 
EBITDA        
Mobile India 39,913 52,227 58,919 47.6 12.8 53,330 10.5 
Telemedia 2,471 3,514 3,424 38.6 -2.6 3,646 -6.1 
Enterprise 9,396 12,711 13,377 42.4 5.2 13,092 2.2 
Passive Infrastructure 9,268 8,742 9,293 0.3 6.3 8,874 4.7 
Digital TV 5,607 5,041 5,351 -4.6 6.1 5,176 3.4 
South Asia 84 98 115 37.2 17.0 54 113.6 
Others  0 0 0 NM NM 0 NM 
Africa 25,941 28,413 32,444 25.1 14.2 29,868 8.6 
Eliminations -4,077 -6,667 -7,458 82.9 11.9 -6,865 8.6 
Consolidated EBITDA 88,603 104,079 116,420 31.4 11.9 107,174 8.6 
Consolidated EBITDA (Adj. for Ind-As 116) 73,215 88,691 101,032 38.0 13.9 91,786 10.1 
         EBITDA margin (%)        
Mobile India 36.3 40.6 42.6 625bps 204bps 40.5 210bps 
Telemedia 45.1 60.7 58.3 1318bps -244bps 60.7 244bps 
Enterprise 28.2 36.3 37.3 914bps 105bps 36.3 105bps 
Passive Infrastructure 55.6 53.2 52.6 -297bps -62bps 53.2 -62bps 
Digital TV 71.0 67.7 70.9 -15bps 321bps 67.7 321bps 
Mobile South Asia 7.6 9.0 10.3 272bps 127bps 4.6 573bps 
Africa 43.9 44.0 45.3 142bps 123bps 45.2 6bps 
Consolidated EBITDA margin 41.9 43.5 45.2 322bps 167bps 43.7 144bps 
Depreciation and amortization 69,351 72,268 74,211 7.0 2.7 74,965 -1.0 
Operating income 19,252 31,811 42,209 119.2 32.7 32,208 31.1 
Other income and share of JV/Associate 3,601 6,471 1,066 -70.4 -83.5 7,432 -85.7 
Net finance cost 29,083 34,562 37,604 29.3 8.8 33,715 11.5 
Proforma Profit Before Taxes -6,230 3,720 5,671 -191.0 52.4 5,925 -4.3 
Exceptional Items  307,110 117,457 493 -99.8 -99.6 0 NM 
Proforma Tax -85,039 38,175 5,517 -106.5 -85.5 2,370 132.8 
Effective Tax Rate (%) 1365.0 1026.2 97.3 -126770.8 -92892.5 40.0 143.2 
Proforma Profit After Tax -228,301 -151,912 -339 -99.9 -99.8 3,555 NM 
Proforma Minority Interest 2,148 7,419 7,293 239.5 -1.7 917 695.2 
Proforma Net Profit -230,449 -159,331 -7,632 -96.7 -95.2 2,638 NM 
Proforma Adj. Net Profit -11,229 -4,363 -7,444 NM NM 2,638 NM 

  
Bharti Africa – In Constant Currency       

 
(USD m) 

  2QFY20 1QFY21 2QFY21 YoY% QoQ% 2QFY21E v/s Est (%) 
Revenue 805 856 963 19.6 12.5 877 9.9 
Total Expenditure 460 486 533 15.9 9.7 480 11.0 
EBITDA 353 377 436 23.5 15.6 396 10.0 
EBITDA margin (%) 44% 44% 45.3% 142.4 123.3 45% 6 
Depreciation 146 162 166 13.7 2.5     
PBT 128 134 0 -100.0 -100.0     
Tax 69 61 85 23.4 39.6     
PAT 75 80 0 -100.0 -100.0     
ARPU (USD) 2.6 2.6 2.8 7.7 7.7 2.6 7.9 
Subscriber base (000's) 103,881 111,461 116,371 12.0 4.4 113,690 2.4 
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Estimate change  
TP change  
Rating change  
 
Bloomberg IPRU IN 
Equity Shares (m) 1,435 
M.Cap.(INRb)/(USDb) 592.2 / 7.9 
52-Week Range (INR) 538 / 222 
1, 6, 12 Rel. Per (%) -9/-18/-18 
12M Avg Val (INR M) 1228 

 
Financials & Valuations (INR b) 
Y/E MARCH FY20 FY21E FY22E 
Net Premiums 329 346 364 
Surplus / Deficit 21.9 23.2 24.5 
Sh. holder's PAT 10.7 11.9 13.6 
NBP growth unwtd (%) 20.5 5.0 10.0 
APE growth - (%) -2.9 -8.1 18.2 
Tot. Premium growth (%) 8.0 5.0 5.2 
VNB margin (%) 21.7 26.7 27.5 
RoE (%) 15.0 15.6 15.9 
RoEV (%) 6.5 20.2 15.0 
Total AUMs (INR t) 1.5 2.0 2.3 
VNB (INRb) 16.0 17.4 21.2 
EV per share 160 193 222 
Valuations       
P/EV (x) 2.6 2.1 1.9 
P/EPS (x) 55.4 49.7 43.4 
 
Shareholding pattern (%) 
As On Sep-20 Jun-20 Sep-19 
Promoter 73.5 73.5 75.0 
DII 4.6 5.2 6.7 
FII 15.8 15.1 12.1 
Others 6.1 6.2 6.2 
FII Includes depository receipts 
 

  CMP: INR412 TP: INR525 (+27%) Buy 
 VNB margins improve sharply; expanding banca 

distribution to aid growth  
Non-Linked Savings displaying strong traction 
 ICICI Prudential Life (IPRU) posted a sharp improvement in VNB margins 

at 27.4% (the highest among the listed insurers). This was aided by the 
growing mix of the Non-Linked Savings business and improvement in 
Protection margins – as the entire re-insurance hike was passed on to the 
customer. APE declined 23% YoY, mainly led by a 45% YoY plunge in ULIP 
(reported strong trends on a sequential basis). Persistency rate exhibited 
a mixed trend; it showed marginal improvement in 13th/61st month, but 
declined in other cohorts. Overall, persistency in the Protection segment 
improved sharply, while also showing recovery in ULIP (but lower v/s last 
year’s levels). 

 IPRU is focused on expanding its distribution strength and has added 
IndusInd as its new banca partner (in the previous quarter, it had tied up 
with IDFC First Bank), which would aid growth in the medium term. We 
estimate IPRU to deliver 17% VNB growth over FY20–23E. Margins are 
expected to improve to ~28%, and operating RoEV would sustain at ~15% 
by FY23E. Maintain BUY.  

VNB margins improve sharply; sequential improvement in ULIP 
trends 
 2QFY21 PAT was flat YoY at INR3.0b, supported by opex control, even as 

business growth remained weak. Gross premium income grew 6% YoY, 
led by 45% YoY growth in single premium, while first-year premium 
declined 32% YoY. Renewal premium grew at a modest 10% YoY as 
persistency reflected a mixed trend. 

 Total APE declined 23% YoY in 2QFY21, led by 45% YoY decline in ULIP 
(despite strong sequential improvement); the Protection business also 
declined 18% YoY. However, Non-Linked Savings posted 45.2% YoY 
growth, led by the Non-PAR business. Overall, the share of ULIP declined 
to ~48% (v/s 65% in FY20), while the share of Protection stood at 15.8% 
(19.5% in 1HFY21). 

 VNB margins improved sharply to 27.4%, aided by an improvement in 
Protection margins – as the entire re-insurance hike was passed on to the 
customer. Moreover, improving trends were seen in the high-margin 
Annuity business. Absolute VNB for the quarter stood at INR4.01b (flat 
YoY; strong beat to our estimate, aided by robust margins), but declined 
15% YoY in 1HFY21. 

 Total operating expenses (incl. commissions) declined 14% YoY; thus, 
cost to total weighted received premium (TWRP) declined to 14.3% 
(15.9% in FY20 and 16.6% in 1HFY20). Also, in the Savings business, 
cost/TWRP declined to 8.8% (v/s 10.4% in FY20 and 11% in 1HFY20). 
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Highlights from management commentary 
 ULIP showed strong sequential improvement in 2QFY21 and is expected to 

recover in 2HFY21. Overall, expect growth to pick up post 4QFY21. 
 Expect persistency to revert to normal levels in 2HFY21 as ULIP persistency is 

showing recovery, while Protection persistency has improved sharply. 
 
Valuation and view 
The Protection and Annuity segments are likely to see healthy growth and should 
aid VNB margins (estimate 28% by FY23E). We also expect the ULIP business to 
revive from FY22E and the addition of the new banca partners to further improve 
business trends. Also, persistency trends in the Protection segment have improved 
sharply; expect further recovery in overall persistency trends in 2HFY21. We 
estimate IPRU Life to deliver a ~17% CAGR in VNB over FY20–23E, largely led by 
continued expansion in VNB margins to ~28%. We expect operating RoEV to sustain 
at ~15%. Maintain Buy, with Target Price of INR525 (2.2x Sep’22 EV). 
 

Quarterly performance                                                                                                                                                                              (INR m) 
Policyholder's A/c  
(INR m) 

FY20 FY21E FY20 FY21E 
FY21E 

A v/s E 
1Q 2Q 3Q 4Q 1Q 2Q 3QE 4QE 2QE 

Net premium 
income 62,081 80,647 81,310 104,751 55,511 85,722 93,313 111,900 328,790 346,446 87,651 -2% 
Growth (%) 14.2% 6.1% 8.7% 4.2% -10.6% 6.3% 14.8% 6.8% 7.5% 5.4% 8.7%   
PAT 2,849 3,019 3,025 1,795 2,876 3,032 2,949 3,033 10,687 11,901 2,650 14% 
Growth (%) 1.2% 0.3% 1.9% -31.3% 0.9% 0.5% -2.5% 69.0% -6.3% 11.4% -12.2%   
Key metrics (INR b)                         
New Business APE 14.7 19.0 20.4 17.0 8.2 14.7 18.4 24.0 71.1 65.3 13.1 12% 
VNB 3.1 4.0 4.3 4.7 2.0 4.0 4.9 6.5 16.0 17.4 3.1 28% 
AUM 1,640 1,655 1,720 1,530 1,700 1,815 1,911 1,978 1,530 1,978 1,723 5% 
Key Ratios (%)                         
VNB Margins (%) 21.0 21.1 20.9 23.8 24.4 27.4 26.8 27.0 21.7 26.7 23.8   
Solvency ratio (%) 217 211 207 194 205 206 198 196 194 196 195   
 

E:MOFSL Estimates 
 
  



 
 

28 October 2020 13 
 

 
 

Estimate change  
TP change  
Rating change  
 
Bloomberg MMFS IN 
Equity Shares (m) 615 
M.Cap.(INRb)/(USDb) 155.2 / 2.2 
52-Week Range (INR) 246 / 76 
1, 6, 12 Rel. Per (%) -4/16/-42 
12M Avg Val (INR M) 1663 

 
Financials & valuations (INR b) 
Y/E March 2020 2021E 2022E 
NII  51.1 57.4 61.8 
PPP  34.0 42.7 45.0 
PAT  9.1 9.8 11.2 
EPS (INR) 14.7 8.0 9.1 
EPS Gr. (%) -41.8 -46.0 13.9 
BV/Sh.(INR) 185 125 132 
Ratios       
NIM (%) 8.3 8.9 9.2 
C/I ratio (%) 37.3 29.3 30.8 
RoA (%) 1.3 1.3 1.4 
RoE (%) 8.3 7.3 7.0 
Payout (%) 0.0 23.4 23.4 
Valuations       
P/E (x) 8.6 15.8 13.9 
P/BV (x) 0.7 1.0 1.0 
Div. Yield (%) 0.0 0.0 1.4 

 
Shareholding pattern (%) 
As On Sep-20 Jun-20 Sep-19 
Promoter 52.2 51.2 51.2 
DII 12.5 13.1 15.3 
FII 21.7 23.9 25.6 
Others 13.7 11.9 8.0 
FII Includes depository receipts 
 

  CMP: INR126 TP: INR165 (+31%) Buy 
 Lower provisioning leads to big PAT beat; Book largely flat 
 Mahindra Finance (MMFS)’s 2QFY21 PAT was up 21% YoY to INR3b (a 64% 

beat and v/s INR1.5b QoQ). While PPoP was largely in line with est., lower 
provisions of INR6.2b (v/s est. INR8b) led to the PAT beat.  

 PPoP grew 26% YoY to INR10.3b as opex declined 24% YoY to INR3.9b. 
Decline in opex was largely driven by 46% YoY decline in other expenses.  

 

Auto / Utility Vehicle disbursements better v/s other segments 
 Value of Assets (VOA) financed stood at INR54b (down 45% YoY). In the 

Auto/UV and Tractor segments, VOA was down just 22–23% YoY, and in 
other segments, it was down 65–85% YoY. While we acknowledge the 
slowdown in the CV segment, disbursements in PV/Tractor were lower 
than expected. 

 The loan book grew 1% QoQ/YoY to INR644b. With the uptick seen in 
2HFY21, management is confident of 8–10% YoY growth in AUM for FY21. 

 

GS3 ratio improves sequentially to 7.03%, but ECL declines 
 The Gross Stage 3 ratio improved ~215bp QoQ to 7.03%. The company 

reduced its PCR to 35% from 40% in 1QFY21. Adjusted for the impact of 
the SC order on NPL classification, GS3/NS3 would have been 
7.53%/4.97%. 

 MMFS wrote off INR10.6b during the quarter v/s INR5.2b YoY. Also, given 
the reduction in PCR (as mentioned above), total ECL decreased to 4.9% 
v/s 5.5% in 1QFY21 (3.3% in 2QFY20). 

 

Other highlights 
 Calc. yield on loans improved 65bp YoY to 16.1%, while cost of funds 

declined 75bp YoY to 7.9%.  
 Mahindra Rural Housing Finance: Disbursements remained muted at 

INR1.1b. PBT/PAT increased 36%/100% YoY to INR827m/INR574m.  

 

Highlights from management commentary 
 Collection efficiency (CE) for Sep came in at 82% (normally 87–88%). 250–

275k customers who availed moratorium did not pay in September. Do not 
expect more than 100–150k customers (of 2m totally) to request 
restructuring (~INR60b).  

 During the quarter, the company made COVID-related provisions of 
INR4.34b. Taxi, School Bus, HCV, and tourism-related vehicle segments 
remain pressured. These comprise 7–8% of the portfolio. 

 

Valuation and view 
Disbursements at 55% of YoY levels improved from the prior quarter, yet came 
in below expectations, given the strong trends in OEMs. While we expect an 
uptick in 2H, overall loan growth should be in the mid-single digits. While asset 
quality numbers are encouraging, we believe the true impact of the lockdown 
would reflect only in 2HFY21. We increase our FY21 EPS estimate by 8% given 
lower credit cost. Our FY22 EPS estimate is largely unchanged. While RoE is 
currently subdued at 7%, it should reach 10% in FY23E. Maintain Buy, with TP 
of INR165 (1.2x Sep’22E BVPS).  
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Quarterly Performance             (INR m) 
Y/E March FY20 FY21 FY20 FY21E 2QFY21E v/s est 
  1Q 2Q 3Q 4Q 1Q 2Q 3QE 4QE     
Operating Income 23,940 24,864 25,806 26,369 26,405 26,129 27,226 28,378 1,00,979 1,08,138 26,581 -2 
Other Income 185 545 354 389 144 366 375 366 1,473 1,252 250   
Total income 24,125 25,409 26,160 26,758 26,549 26,495 27,601 28,745 1,02,451 1,09,390 26,831 -1 

YoY Growth (%) 24.4 18.4 16.5 7.9 10.0 4.3 5.5 7.4 16.3 6.8 5.6   
Interest Expenses 11,282 12,022 12,089 12,895 12,646 12,216 12,094 12,060 48,287 49,016 12,267 0 
Net Income 12,843 13,387 14,072 13,863 13,903 14,279 15,507 16,684 54,164 60,374 14,565 -2 

YoY Growth (%) 17.7 10.2 14.8 3.8 8.3 6.7 10.2 20.4 11.3 11.5 8.8   
Operating Expenses 5,600 5,196 5,189 4,197 3,457 3,968 4,882 5,408 20,182 17,715 4,071 -3 
Operating Profit 7,243 8,190 8,883 9,666 10,447 10,311 10,625 11,276 33,982 42,659 10,494 -2 

YoY Growth (%) 2.6 4.1 19.3 23.9 44.2 25.9 19.6 16.7 12.6 25.5 28.1   
Provisions 6,196 3,606 4,001 6,741 8,427 6,194 7,250 7,503 20,545 29,374 8,000 -23 
Profit before Tax 1,047 4,584 4,882 2,925 2,020 4,117 3,375 3,773 13,438 13,285 2,494 65 
Tax Provisions 363 2,066 1,229 716 523 1,082 888 988 4,374 3,481 648 67 
Net Profit 684 2,518 3,653 2,209 1,497 3,035 2,487 2,785 9,064 9,804 1,846 64 

YoY Growth (%) -74.6 -34.0 14.6 -62.4 118.7 20.6 -31.9 26.1 -41.8 8.2 -26.7   
Key Operating Parameters 
(%)                         

Yield on loans (Cal) 15.3 15.5 15.7 15.9 16.2 16.1 16.5 16.7 15.8 16.0    
Cost of funds (Cal) 8.4 8.6 8.4 8.7 8.2 7.9 8.1 8.2 8.6 8.3    
Spreads (Cal) 6.9 6.8 7.3 7.2 8.0 8.2 8.4 8.5 7.2 7.7    
Credit Cost (Cal) 4.0 2.3 2.5 4.1 5.2 3.9 4.5 4.5 3.3 4.4    
Cost to Income Ratio 43.6 38.8 36.9 30.3 24.9 27.8 31.5 32.4 37.3 29.3     
Tax Rate 34.6 45.1 25.2 24.5 25.9 26.3 26.3 26.2 32.5 26.2     
Balance Sheet Parameters                         
Loans (INR B) 624 638 655 650 638 644 654 680 650 680    

Change YoY (%) 20.9 15.0 12.4 6.1 2.3 0.9 -0.2 4.7 6.1 4.7    
Value of Asset Fin (INR B) 106 97 128 93 35 54 100 90 424 276    

Change YoY (%) 2.5 -10.2 -3.8 -21.0 -67.1 -44.6 -21.8 -2.8 -8.3 -35.0    
Borrowings (INR B) 548 565 587 595 634 604 594 586 595 586    

Change YoY (%) 28.4 18.0 17.9 12.5 15.7 6.9 1.1 -1.4 12.5 -1.4    
Loans/Borrowings (%) 113.9 112.9 111.5 109.3 100.8 106.7 110.0 116.0 109.3 116.0    
Debt/Equity (x) 5.0 5.3 5.3 5.2 5.5 4.1 3.9 3.8 5.2 3.8    
Asset Quality Parameters 
(%)                         

GS 3 (INR B) 53.0 52.0 57.7 57.5 62.2 47.7   57.5 61.5    
Gross Stage 3 (% on 
Assets) 8.2 7.9 8.5 8.4 9.2 7.0   9.0 8.0    

NS 3 (INR B) 39.8 41.9 44.5 39.7 37.3 30.9   39.7 40.0    
Net Stage 3 (% on Assets) 6.3 6.4 6.7 6.0 5.7 4.7   6.4 6.1    
PCR (%) 24.9 19.5 22.9 31.0 40.1 35.1   31.0 35.0    
ECL (%) 3.6 3.3 3.6 4.4 5.5 4.9     4.9 5.3     
Return Ratios (%)                  
ROAA 0.4 1.4 2.0 1.2 0.8 1.6   1.3 1.3    
ROAE 2.5 9.3 13.4 7.9 5.4 9.2     8.3 7.3     
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Estimate changes    CMP: INR789  TP: INR800 (+1% ) Neutral 
TP change  
Rating change  
 
Bloomberg AMRJ IN 
Equity Shares (m) 171 
M.Cap.(INRb)/(USDb) 134.8 / 1.8 
52-Week Range (INR) 814 / 350 
1, 6, 12 Rel. Per (%) 0/18/17 
12M Avg Val (INR M) 675 

 
Financials & Valuations (INR b) 
 Y/E March FY20 FY21E FY22E 
Sales 68.4 69.9 80.1 
EBITDA 11.0 11.3 12.7 
Adj. PAT 6.6 6.4 7.2 
EPS (INR) 38.7 37.2 42.3 
EPS Gr. (%) 36.7 -3.7 13.5 
BV/Sh. (INR) 214 239 266 
Ratios       
RoE (%) 18.9 16.5 16.7 
RoCE (%) 18.6 16.3 16.5 
Payout (%) 34.1 34.1 34.1 
Valuations       
P/E (x) 20.4 21.2 18.7 
P/BV (x) 3.7 3.3 3.0 
Div. Yield (%) 1.4 1.3 1.5 
FCF Yield (%) 3.5 3.1 1.6 
 
Shareholding pattern (%) 
As On Sep-20 Jun-20 Sep-19 
Promoter 28.1 28.1 28.1 
DII 14.7 13.7 12.1 
FII 18.6 19.0 20.1 
Others 38.6 39.2 39.8 
FII Includes depository receipts 
 

 Above est.; Sharp recovery in demand across segments 
Margins to remain in 16–17% range as op. lev would dilute RM inflation 
 Amara Raja (AMRJ)’s 2QFY21 performance was driven by sharp demand 

recovery across segments post the lifting of the lockdown. 3QFY21 would 
see some RM cost pressure due to lead price inflation; however, sustenance 
of demand momentum would dilute the impact through a price pass-
through and operating leverage. 

 We upgrade our FY21/FY22E EPS estimates by 7.7%/1.3% to factor in a 
volume upgrade. Maintain Neutral, with TP of INR800 (18x Sep’22 EPS) as 
valuations fairly capture expected growth. 

 

Strong growth in Auto in both OEM and Aftermarket 
 2QFY21 revenue/EBITDA grew by ~14%/16% YoY to ~INR19.4b/INR3.4b. 

PAT declined by ~8%YoY to ~INR2b. 1HFY21 revenue/EBITDA/PAT declined 
by 12%/14%/27% YoY. 

 All segments saw growth – 2W OEM (~100% on the addition of two OEMs), 
2W Aftermarket (~15%), 4W OEM (3-4%), 4W Aftermarket (~10%), and 
Home Inverter (~35%). The Industrial segment grew by 5–6% – Telecom 
(~10%) and UPS (~8%); however, other segments such as Power and Rail 
declined by 25%.  

 Gross margins declined by 120bp YoY (+120bp QoQ) to ~34.7% (v/s est. 
~35.5%) despite lower lead prices, impacted by an adverse mix (strong 2W 
OEMs) and higher traded goods (in Inverter). EBITDA grew 16% YoY to 
INR3.4b (v/s est. INR3.2b). 

 EBITDA margins expanded 40bp YoY (+440bp QoQ) to 17.6% (v/s est. 
16.8%). The impact of weaker gross margins and higher staff cost was off-
set by substantially lower other expenses. PAT declined ~8% YoY to ~INR2b 
(v/s est. INR1.9b). 

 

Highlights from management commentary 
 Aftermarket saw strong pent-up demand; Industrial saw demand from the 

Telecom and Commercial UPS market segments on the back of enhanced 
priorities for keeping data network uptimes to near 100%. Home Inverter 
benefitted from pent-up demand as well as the benefit of ‘work from 
home’. Exports saw an upsurge across geographies; however, capacity 
constraints led to slower growth at 3–4%. 

 Other expenses – Provision of ~INR85m reversed as BSNL cleared its dues 
(provided for in 1QFY21).  

 Employee cost – This was higher by 19% YoY (39% QoQ) as variable pay and 
increments, which were withheld in 1Q, were provided in 2Q for the entire 
1H. 

 Capex – This was at INR4.5–5b for FY21 (v/s earlier guidance of INR4b) as 
the company expanded 4W (2m units) and 2W (2–3m units) capacities. 

Valuation and view 
 The stock trades at valuations of 21.1x/18.7x FY21/FY22 EPS. Maintain 

Neutral, with TP of INR800 (18x Sep’22 EPS; 10% discount to 10-year LPA) 
as valuations fairly capture expected growth. 
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    2QFY21 Results Update | Sector: Automobile    

Amara Raja 

http://ftp.motilaloswal.com/emailer/Research/AMRJ-20201027-MOSL-RU-PG010.pdf
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Quarterly Performance      
 FY20 

 
FY21E FY20 FY21E 

  1Q 2Q 3Q 4Q 
 

1Q 2Q 3QE 4QE     
Net Sales 18,150 16,953 17,478 15,814 

 
11,510 19,358 20,100 18,929 68,395 69,897 

    YoY Change (%) 2.0 -3.3 3.1 0.9   -36.6 14.2 15.0 19.7 0.7 2.2 
EBITDA 2,792 2,923 2,840 2,432 

 
1,524 3,404 3,309 3,069 10,986 11,306 

    Margins (%) 15.4 17.2 16.2 15.4   13.2 17.6 16.5 16.2 16.1 16.2 
Depreciation 733 750 765 760 

 
748 782 790 811 3,007 3,131 

Interest 29 34 29 30 
 

27 25 30 38 122 120 
Other Income 102 180 128 141   88 113 120 129 551 450 
PBT after EO 2,132 2,319 2,174 1,783 

 
837 2,710 2,609 2,349 8,407 8,505 

    Tax Rate (%) 33.9 5.6 24.4 23.4 
 

25.1 25.6 25.2 24.7 21.4 25.2 
Adj PAT 1,409 2,189 1,644 1,366 

 
627 2,015 1,951 1,769 6,608 6,361 

    YoY Change (%) 24.7 82.0 25.6 14.5   -55.5 -8.0 18.7 29.5 36.7 -3.7 
Key Performance Indicators 

           RM Cost  (% of sales) 67.6 64.1 64.5 63.7 
 

66.5 65.3 66.0 65.0 65.0 65.6 
Staff Cost (% of sales) 5.4 5.8 5.4 5.9 

 
7.3 6.0 5.0 5.1 5.6  5.7  

Other Exp  (% of sales) 11.6 12.8 13.9 15.0   13.0 11.1 12.5 13.7 13.3  12.5  
Gross Margin (%) 32.4 35.9 35.5 36.3 

 
33.5 34.7 34.0 35.0 35.0 34.4 

EBITDA Margin (%) 15.4 17.2 16.2 15.4   13.2 17.6 16.5 16.2 16.1 16.2 
Lead Price (INR/Kg) 131.1 142.8 145.5 133.5 

 
127.4 139.2   138.2  

Change (%) -18.0 -2.4 2.7 -6.9   -2.8 -2.5   -6.5  
E: MOFSL Estimates 
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BSE SENSEX S&P CNX   CMP: INR109  Buy 40,522 10,386 
 

 
Conference Call Details 

Date: 28th Oct 2020 
Time: 12:15pm IST 
Dial-in details: 
+91-22-6280 1164 
+91-22-7115-8065 

 
 
 

 Beat on all fronts; growth on YoY basis as well 
 Net sales stood 4% higher YoY at INR8.8b (v/s our est. of INR6.1b and 

INR4.9b in 2QCY20). Sales were led by growth across segments on 
account of revival in pent-up demand and a robust supply/distribution 
network. 

 EBITDA stood 18% higher YoY at INR2.9b (v/s our est. of INR1.6b and 
INR1b in 2QCY20), led by a better gross margin of ~60% (v/s 51–54% 
QoQ/YoY). 

 PAT was 9% higher YoY at INR2b (v/s est. INR1.1b and INR0.7b in 
2QCY20). 

 The company generated net cash of INR6.2b in 9MCY20 (v/s PAT of 
INR4b during this period, resulting in cash generation of ~155% PAT). 
This was attributable to robust working capital management, along with 
cost management initiatives. 

 The board has recommended an interim dividend of INR2.5/share 
(similar to interim dividend last year; total dividend in 2019 was 
INR5.5/share). The record date is 6th Nov’20. 

Strategic developments 
 CSTRL focused on brand building initiatives (on television and digital 

media) in 3QCY20, with brands such as Castrol Activ, the Castrol CRB 
range, and Castrol MAGNATEC. 

 Two new variants were launched (in the Thinner Oils segment) – Castrol 
GTX SUV (in Cars) and Castrol Activ CRUISE (in 2W). 

 Ford recertified the Silvassa plant with the Ford Q1 Certification, making 
the Silvassa plant the only lubricants plant in the Asia-Pacific region to 
hold this coveted award. 

 Further details are awaited on volumes and operational parameters. 
 

Quarterly Performance                     (INR m) 
Y/E December CY19 CY20        
  1Q 2Q 3Q 4Q 1Q 2Q 3QE 3QAct Var (%) YoY (%) QoQ (%) 
Net Sales 9,762 10,396 8,492 10,118 6,880 4,906 6,125 8,831 44% 4% 80% 
    YoY Change (%) 5.3 2.2 -8.4 -2.1 -29.5 -52.8 -27.9 4.0       
EBITDA 2,830 2,843 2,445 3,412 1,730 953 1,590 2,882 81% 18% 202% 
    YoY Change (%) 3.2 13.0 7.5 7.5 -38.9 -66.5 -35.0 17.9       
    Margins (%) 29.0 27.3 28.8 33.7 25.1 19.4 26.0 32.6       
Depreciation 162 166 186 183 222 206 213 215 1% 16% 4% 
Interest 3 3 3 3 11 14 13 9 -28% 200% -36% 
Other Income 211 159 116 162 198 152 110 117 6% 1% -23% 
PBT 2,876 2,833 2,372 3,388 1,695 885 1,474 2,775 88% 17% 214% 
    Rate (%) 36 36 20.6 20 26 26.1 25.2 26.3       
Adj PAT 1,850 1,827 1,884 2,713 1,252 654 1,102 2,046 86% 9% 213% 
    YoY Change (%) 1.8 11.3 25.3 28.0 -32.3 -64.2 -41.5 8.6       
E: MOFSL Estimates                       
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BSE SENSEX S&P CNX 
40,522 11,889 

 
Conference Call Details 

Date: 28th Oct 2020 
Time: 4 PM IST 
Dial-in details: 
+91 22 6280 1146 
 +91 22 7115 8047 
 

Financials & Valuations (INR b) 
 Y/E March FY20 FY21E FY22E 
Sales 67.8 68.3 78.5 
EBITDA 7.2 8.3 10.0 
EBIDTA Margin (%) 10.7 12.2 12.8 
Adj. PAT 2.3 2.8 3.6 
EPS (Rs) 57.1 68.4 89.7 
EPS Growth (%) -14.7 19.9 31.0 
BV/Share (Rs) 719 770 845 
Ratios       
RoE (%) 8.1 9.2 11.1 
RoCE (%) 7.0 8.1 8.7 
Payout (%) 25.3 20.6 16.1 
Valuations       
P/E (x) 20.0 16.7 12.7 
P/BV (x) 1.6 1.5 1.4 
Div. Yield (%) 1.1 1.0 1.1 
FCF Yield (%) -3.5 -2.2 1.2 
 

  CMP: INR1143  Buy 
 Above est.; Beat led by revenue, lower RM and op. lev. 
 Consol. net sales grew ~17% YoY to ~INR19b (v/s est. ~INR18.3b). 
 Gross margin expanded by 530bp YoY (620bp QoQ) to ~46.5% (in line 

with est.), reflecting soft rubber and other RM prices during 1QFY21. 
 EBITDA grew ~72% YoY to ~INR2.93b (v/s est. ~INR2.5b). 
 EBITDA margin expanded 470bp YoY (570bp QoQ) to 14.8% (v/s est. 

13.6%). EBITDA margins got further boost from operating leverage. 
 Adj. profit grew 309% INR1.82b (v/s INR1.03b in 2QFY20) due to lower 

tax. The lower tax is a one-time phenomenon due to amalgamation of 
Ceat Specialty Tyres Limited with Ceat. 

 Consolidated gross debt for the company stood at INR18.1b (v/s 
INR19.3b in FY20). D/E ratio improved to 0.59x in 2QFY21 (v/s 0.69x in 
1QFY21 and 0.64x in 2QFY20). 

 CFO grew 26% YoY to INR6b during 1HFY21. FCF improved to INR3.6b 
during 1HFY21 (v/s -INR1.75b during 1HFY20), as it invested ~INR2.4b in 
capex (v/s INR6.5b in 1HFY20). 

 
Valuation view: The stock trades at 16.7x/12.7x FY21E/FY22E EPS. 

 
Consolidated - Quarterly Earning Model               (INR M) 

Y/E March FY20 FY21E FY20 FY21E FY21E  
1Q 2Q 3Q 4QE 1Q 2Q 3Q 4QE   2QE 

Net operating revenues 17521 16916 17618 15734 11202 19785 19027 18290 67788 68303 18,269 
    Change (%) 2.7 -4.6 1.8 -10.6 -36.1 17.0 8.0 3.8 -294.5 76.0 8.0 
EBITDA 1671.3 1703.7 1832.1 2003.5 1020.1 2924.7 2337.3 2050.9 7,238 8,333 2,487 

EBITDA Margins (%) 9.5 10.1 10.4 12.7 9.1 14.8 12.3 11.2 10.7 12.2 13.6 
Depreciation 644.2 670.7 705.3 744.9 785.4 839.2 810 784.27 2,765 3,219 800.0 
EBIT 1027.1 1033 1126.8 1258.6 234.7 2085.5 1527.3 1266.6 4473.2 5,114 1,687 

EBIT Margins (%) 5.9 6.1 6.4 8.0 2.1 10.5 8.0 6.9 6.6 7.5 9.2 
Interest 349 374 380 407 488 450 490 530 1,509 1,957 490 
Non-operating income 120 43 36 35 28 38 50 84 205 200 50 
PBT after EO items 1095 693 780 605 -443 1674 1087 821 3174 3139 1,247 
    Effective Tax Rate (%) 30 44 39 19 13 -1 22 64 33 22 22.0 
PAT 826 440 528 519 -348 1819 903 224 2312 2599 1,034 
Adjusted PAT 626 445 530 708 -178 1819 903 224 2309 2769 1,034 
    Change (%) -14.7 -30.9 0.4 -11.6 -128.4 308.5 70.5 -68.3 -14.7 19.9 132.3 
Key Performance Indicators            
RM Cost (% of sales) 60.5 58.9 57.0 54.4 59.7 53.5 55.5 56.1 57.8 55.8 54.0 
Staff Cost (% of sales) 7.7 7.2 8.2 9.0 13.5 8.1 8.1 8.1 8.0 9.0 8.3 
Other Cost (% of sales) 22 24 24 24 18 24 24 25 24 23 24.1 
Gross margin (%) 39.5 41.1 43.0 45.6 40.3 46.5 44.5 43.9 42.2 0.0 46.0 
EBITDA Margins (%) 9.5 10.1 10.4 12.7 9.1 14.8 12.3 11.2 10.7 12.2 13.6 
EBIT Margins (%) 5.9 6.1 6.4 8.0 2.1 10.5 8.0 6.9 10.7 12.2 9.2 
E:MOFSL Estimates            
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Retails pick up toward end of Navratri after slow start 
Market is more optimistic of Diwali retail sales 
 
 This festive season is very crucial as it will give more clarity on demand recovery post 

the lockdown. Though the festive season saw a slow start, market is optimistic about 
ending it with flat-to-single-digit growth. Current discounts are 30-40% lower than last 
year and inventory levels are also in line with expected demand. For Oct’20, most 
OEM plants have further improved utilizations on MoM basis. With expected Kharif 
cashflow in Nov’20, markets are optimistic of higher sales.  

 Our interaction with leading industry channel partners reflects optimism for an overall 
good festive season despite the slow start. Current 2W inventory at 40-60 days is in 
line with expected demand for the remaining festive season; PV inventory is also at 
comfortable level of 25-35 days. Inquiries are at par with last year. LCV demand has 
recovered and is now gaining momentum. Demand for M&HCV is from infrastructure 
and construction sectors (both together account for ~30% of total M&HCV sales). 
Overall, consumer sentiment has improved; however, urban customers are still 
cautious given the uncertain environment. 

 Wholesales in Oct’20 are expected to grow YoY for all segments (excl. M&HCVs) due to 
good demand and normalizing of supply chain bottlenecks at the OEM level. Demand 
remains skewed toward semi-urban and rural market for 2Ws/PVs. Tractor demand 
remains strong with growth in retails in most markets, however, capacity constraints 
are expected to restrict wholesales in Oct’20. 

 3W demand has been improving on sequential basis but is still very low. This is due to 
the weak business environment for owners/operators as feet on the street is yet to 
normalize. 

 In Oct’20, wholesale volumes are estimated to grow 17.5%/15% for 2Ws/PVs due to 
sustained demand and inventory refilling. Decline in CVs (excl. Tata) was restricted to 
~6.4% YoY, driven by ~18% growth in LCVs and 12% YoY decline in M&HCVs. 
Wholesale volumes for tractors should be flat YoY due to supply side constraints. 
Wholesales would be higher than retails due to inventory refilling for anticipated 
festive demand. 

 2Ws: Retails declined <10% during Navratras and Dusshera due to slow start as well as 
one less day than usual. However, there was some pick-up during the second half of 
Navratras, but it was still lower YoY. Dealers are optimistic of good sales during 
Nov’20 on the back of (1) inquiries being at par with last year, (2) improved cash-flow 
to farmers, (3) sales to customers who are holding off purchases in expectation of 
discounts, and (4) completion of election in Bihar and MP (by-elections). We expect 
wholesales to remain flat for RE, majorly due to supply side constraints and growth of 
6.3% for Bajaj (3% growth in domestic 2W), 25% for Hero and ~13% for TVS. 

 PVs: PV retail sales were better than 2W sales. MSIL is in a better position than peers 
due to its entry-level portfolio. Supplies are barely able to meet demand; therefore, 
Maruti is expected to end the festive season with minimal inventory. Volumes are 
expected to grow ~17.3% for MSIL (on low base) and 7.5% for M&M’s UV (incl. pick-
ups). 

 CVs: Sales has started showing initial signs of recovery. Inquiries have increased and 
financiers have cautiously started approving LTV up to 90-95% (v/s 75-85% earlier) on 
case-to-case basis. Majority of the current demand is driven by infrastructure and 

Sector Update | 27 October 2020 
  

Automobiles 
“The momentum gained 

during the last two months 
has continued during 

Navratras as well. As the 
numbers come in, the retails 
are close to 25% more than 

last year. So far, we have been 
maintaining that last year was 

not such a good year, so we 
should not really look at the 

numbers. But, I believe things 
had started moving up during 
the festival last year. So I think 
it’s a very positive momentum 

that has come in.”  
Mr. Tarun Garg, 

Executive Director-Sales, 
Marketing & Service,  

Hyundai India. 

http://ftp.motilaloswal.com/emailer/Research/AUTO-20201027-MOSL-SU-PG004.pdf
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construction segments. M&HCV cargo segment demand is still very low due to excess 
capacity. LCV and SCV demand has reached pre-COVID levels. Barring the shortfall in 
few models, inventories have reached to comfortable levels. We expect AL wholesales 
to grow by 1.4% YoY (-25% for M&HCVs). 

 Tractors: Tractor demand remains encouraging due to good kharif sowing and robust 
reservoir levels. Both M&M and Escorts are operating at full capacities. However, 
delayed Diwali gives more time to OEMs to build inventory. We expect tractor 
volumes to be flat for M&M and 3% YoY growth for Escorts on high base.  

 Valuation and view: While festive season performance has been mixed bag so far, 
strong dealer sentiment suggests better performance in Nov’20. Valuations are 
reflecting recovery from 2HFY21, leaving limited margin for safety for any negative 
surprises. Hence, we prefer companies with: (a) higher visibility in terms of demand 
recovery, (b) a strong competitive positioning, (c) margin drivers, and (d) balance 
sheet strength. M&M and HMCL are our top OEM picks. Among auto component 
stocks, we prefer MSS and ENDU. 

 
Snapshot of volumes for Oct-20                     
  YoY 

  
MoM 

     
Residual 
Growth 

(%) Company Sales Oct-20 Oct-19 YoY (%) 
chg Sep-20 MoM 

(%) chg FY21 YTD FY20 YTD (%) chg FY21 
estimate Gr. (%) 

Maruti Suzuki 1,80,026 1,53,435 17.3 1,60,442 12.2 6,49,755 8,94,346 -27.3 14,03,051 -10.2 12.7 
Mahindra & Mahindra 94,681 97,329 -2.7 79,306 19.4 3,75,259 5,06,758 -25.9 7,27,276 -6.5 29.8 
   UV (incl. pick-ups) 47,180 43,888 7.5 35,002 34.8 1,67,034 2,57,553 -35.1 3,52,258 -12.5 27.7 
   Tractors 46,000 45,433 1.2 43,386 6.0 2,04,903 2,03,603 0.6 3,34,371 10.8 31.7 
Hero MotoCorp 7,49,060 5,99,248 25.0 7,15,718 4.7 31,27,169 41,33,588 -24.3 60,04,577 -5.5 29.7 
Bajaj Auto 4,92,480 4,63,208 6.3 4,41,306 11.6 19,88,920 28,83,973 -31.0 40,40,245 -12.5 18.5 
  Total Two-Wheelers 4,49,791 3,98,913 12.8 4,04,851 11.1 18,14,185 24,65,780 -26.4 35,81,895 -9.3 19.3 
  Three-Wheelers 42,688 64,295 -33.6 36,455 17.1 1,74,734 4,18,193 -58.2 4,58,350 -31.3 13.7 
Ashok Leyland  9,999 9,862 1.4 8,344 19.8 33,257 78,408 -57.6 1,08,433 -13.4 60.5 

CV (ex LCV) 3,848 5,131 -25.0 3,642 5.7 12,805 48,665 -73.7 57,159 -27.3 48.2 
LCV  6,150 4,731 30.0 4,702 30.8 20,451 29,743 -31 51,274 9.9 82.3 

TVS Motor  3,64,306 3,23,368 12.7 3,27,692 11.2 14,99,073 21,32,395 -29.7 29,68,392 -9.0 29.9 
Eicher Motors 

           Royal Enfield 71,244 71,964 -1.0 60,041 18.7 2,79,032 4,22,142 -33.9 6,21,745 -10.7 25.2 
VECV 3,954 3,755 5.3 3,506 12.8 14,250 28,456 -49.9 39,152 -19.6 22.9 

Escorts 13,754 13,353 3.0 11,851 16.1 56,345 54,154 4.0 97,630 13.5 29.6 
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Retail shopping malls: On footfalls & demand outlook 
DLF Retail Malls: Pushpa Bector, ED 
 Luxury brands witnessed good demand initially. Some of the brands clocked pre 

COVID level sales 
 During the festive season both luxury & premium malls doing better 
 Footfalls has reached 50% of pre COVID levels and sales should be 70-75% in Q3 
 F&B has also reached to 45-50% of pre COVID levels 
 Spend/footfall has increased by 160-170% as shopping is more focused 
 No. of people/mall/day are at 50% during weekdays & ~70% during weekends of 

pre COVID levels 
Infinity Mall: Mukesh Kumar, CEO 
 Close to 100% occupancy currently 
 Footfalls improving, were lower in August as we just reopened, September 

onwards there is improvement 
 Sales has been seeing good growth due to festive demand 
 Customers preferring to shop in malls as it is safer than high street stores 
 In Q3 expect to reach 80-85% levels 
 Formal & Ehtnic wear, Luggage segments have been struggling and need 

support 
 
 
Autos: Festive Sales Check 
Hyundai: Tarun Garg, Director (Sales, Marketing & Service) 
 Retail sales 25% more than last year. Urban demand coming back 
 Entry level (Neos, Santro & Aura) as well as SUVs (Creta & Venue) are doing 

good 
 Demand for pre-owned vehicles have gone up. In replacement market demand 

is more than supply 
 Navratri sales grew 25-30%YoY. Bookings are good which augurs well till Diwali 
ASDC: Nikunj Sanghi, President 
 Mass motorcycle segment sales slower than expected. Degrowth of 12-14% 

during Navratras. Hope demand to come in during Diwali 
 125cc and above segment has done better this festive season. Urban demand 

has partly led to this 
 Recovery in M&HCV to continue as need for infrastructure improves. Tippers & 

Oil Tankers have shown good traction. SUV is firing on all guns 
 Hyundai, Maruti, Tata Motors, KIA are doing well but at the cost of others 
 
 
  

In conversation 

https://twitter.com/CNBCTV18News/status/1320957072964370434
https://www.facebook.com/cnbctv18india/videos/889042594961448/
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Poly Medicure: Expect H2 growth to be similar to H1; 
Himanshu Baid, MD 
 Were operating at 60-65% efficiency in Q1 due to lockdown, in Q2 it improved to 

80%. If this rate continues we can see some better revenue figures in H2 
 30% of Revenues come from India, 30% from Europe & balance from RoW 
 In India we are present in Consumables, Infusion therapy, Renal & Dialysis. We have 

~7-8% market share in these segments 
 Planned capex of Rs. 85 cr in FY21 for 2 new facilities. Similar capex planned for 

FY22. Expect revenues of rs. 75 cr in FY22 & Rs. 120 cr in FY23 from these new 
plants 

 Net Debt is at Rs. 35 cr. In next 6 month we plan to be debt free 
 

  

https://twitter.com/CNBCTV18News/status/1321007130166505472?s=08
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THE V-BAND CONUNDRUM 
 While there has been intense lobbying by the internet firms and associated 

organisations to delicense the V-band, telcos have opposing views, requiring it to 
be allotted on exclusive licensed basis. The V-band (57-71 GHz) is suitable for 
short-range transmission. It is typically split into two sets of frequencies: 57-64 
GHz and 64-71 GHz. While some countries have allowed V-band for use by telcos 
and ISPs in both the sets, others have restricted to the lower band of 57-64 GHz. 
However, on both the sets, the bandwidth is 7 GHz and hence provides large 
capacities. This band can be used both for point-to-point and point-to-multipoint 
configuration, making it an interesting case study. Wireless access systems in this 
60 GHz band in unlicensed mode have been developed through a series of 
amendments in IEEE 802.11 protocols (notably .ad and .ay), and adopted by the 
Wireless Gigabit Alliance (WiGig) to provide Gigabit speed ‘wireless fibre’. The 
above developments have enabled firms to innovate around this very important 
band to offer a wide variety of solutions. Internet companies such as Facebook 
and Google have been working on technologies using WiGig standards to deploy 
high-speed public networks. 

 On the other hand, telcos lobby for licensing V-band for high-powered line-of-
sight point-to-point links that can act as high-speed backhaul. In India, 
deployment of optic fibre backhaul is very poor, and hence their interest to 
control this backhaul capacity and not be taken away by competing internet firms. 
If unlicensed, then this critical element of the network can be leveraged by 
unlicensed internet firms to provide bandwidth consuming content as a close 
substitute to telcos’ offerings. Ofcom, the UK telecom regulator, after its 
regulatory impact assessment (RIA) of V-band, opted for licence-exempt 
authorisation method. European countries such as Austria, Belgium, Poland, 
Slovakia and Spain—along with China, Korea, Malaysia, Australia and New 
Zealand—have unlicensed the V-band. The US Federal Communications 
Commission, through a number of regulatory directives, has released spectrum in 
57-71 GHz for licence-exempt use. 

 Trai initiated consultation on V and E bands way back in 2014. While Trai initially 
recommended that both E-band and V-band should be opened with ‘light-touch 
regulation’ and allotment should be on a ‘link-to-link basis’, it subsequently (in 
2015) opined that the spectrum band 57-64 GHz should be delicensed. In the 
National Frequency Allocation Plan (NFAP) 2020 in IND 37 amendment, it is noted 
that the band 57-64 GHz may be used for high-density point-to-point/multipoint 
links and other access applications. The case of V-band is an interesting one as this 
band is suitable both for local access and backhaul. Access spectrum in India is 
always auctioned after the Supreme Court order in 2012, thus necessitating the 
policymakers to assign the spectrum for a fee instead of unlicensing it. On the 
other hand, the global norm is to make this band licence-exempt for proliferation 
of WiGig to provide large access capacities. 

One way to circumvent this problem and arrive at via media solution is to do the 
following: 
 1. Unlicense 57-64 GHz for both indoor and outdoor usage as access spectrum: 

Since this spectrum is mainly intended for short distances of hundreds of meters 
due to its propagation characteristics, it is less amenable for backhaul and hence 

From the think tank 
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shall be released for access. Access can be both for Wi-Fi as well as wireless local 
loop with directional beams as specified in IEEE 801.11 ay; This will enable the 
proliferation of WiGig networks and complement the pathetic wired local loop 
infrastructure in the country. 

 2. Enable through modification of the NFAP 2020, release of 64-71 GHz band 
under light-touch regulation that shall be assigned on a link-by-link basis for 
backhaul. The FCC, in its order in 2016, noted that 64-71 GHz band would 
effectively be able to provide longer range and higher data throughput, as these 
levels are not as attenuated by oxygen absorption. By enacting a spectrum policy 
as above, the government can, while fulfilling its obligations to assign scarce 
resource equitably, create the required access bandwidth for deployment of high-
capacity networks in the country. 

 
 

  

https://www.financialexpress.com/opinion/the-v-band-conundrum/2114405/
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