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Equities - India Close Chg .% CYTD.% 
Sensex 34,371 0.2 -16.7 
Nifty-50 10,167 0.2 -16.4 
Nifty-M 100 14,223 0.5 -16.8 
Equities-Global Close Chg .% CYTD.% 
S&P 500 3,232 1.2 0.0 
Nasdaq 9,925 1.1 10.6 
FTSE 100 6,473 -0.2 -14.2 
DAX 12,820 -0.2 -3.2 
Hang Seng 10,009 -0.6 -10.4 
Nikkei 225 23,178 1.4 -2.0 
Commodities Close Chg .% CYTD.% 
Brent (US$/Bbl) 40 -2.9 -39.9 
Gold ($/OZ) 1,699 0.8 11.9 
Cu (US$/MT) 5,681 0.2 -7.6 
Almn (US$/MT) 1,580 0.9 -11.3 
Currency Close Chg .% CYTD.% 
USD/INR 75.5 -0.1 5.8 
USD/EUR 1.1 0.0 0.7 
USD/JPY 108.4 -1.1 -0.2 
YIELD (%) Close 1MChg CYTDchg 
10 Yrs G-Sec 5.8 0.04 -0.7 
10 Yrs AAA Corp 7.1 -0.02 -0.6 
Flows (USD b) 8-Jun MTD CYTD 
FIIs 0.11 2.71 -2.32 
DIIs -0.16 -0.54 11.16 
Volumes (INRb) 8-Jun MTD* CYTD* 
Cash 721 687 490 
F&O 11,428 13,755 14,194 
Note: *Average     

Today’s top research theme   Market snapshot  

Chart of the Day: EcoScope (Behind the smokescreen) 

EcoScope: Behind the smokescreen 
India’s fiscal stimulus the lowest among the 20 major nations 
 

 A comparison of the details of the COVID-19 support packages of 20 major 
nations revealed the actual fiscal stimulus is the lowest for India at 1.3% of 
GDP and the highest for Singapore at 10.4% of GDP.  

 We argue that the fiscal space, defined as the average of the fiscal balance in 
the past three years, appears to be the most important factor in determining 
the size of additional fiscal spending in the context of COVID-19. Also, the 
intensity of the COVID-19 outbreak (in terms of confirmed cases per million 
persons) appears to have a positive, but weak relationship.  

 2020 GDP forecasts, however, seem irrelevant, probably due to the 
uncertainty surrounding the forecasts.  

 Notwithstanding these constraints, we believe there is enough room to 
expand the fiscal stimulus by 1–2% of GDP in the Indian economy. 

Cos/Sector Key Highlights 

EcoScope Behind the smokescreen 

Oil & Gas The return of retail price hikes for OMCs 

Utilities Power Grid announces INR10.75b rebate 

Titan Sales below expectations; margins surprise positively 

ICICI Pru Life IPRU’s total APE plunges 39% YoY in May’20 

Vedanta Lower commodity prices impact earnings 

PI Industries Entry into pharma value chain – a key positive 

GSPL LNG terminal capacity to underpin volume growth 

PVR Hammered by COVID-19, revenue/EBITDA plunge 23%/73% YoY 
 

Sizes of COVID-19 support packages announced by the world’s major economies (% of GDP) 

 
Appendix I gives details on country-wise fiscal stimulus                                                                                                                Updated as of end-May’20 
* Including ‘Loan moratorium’, tax deferrals, contingency funds etc                                                        Source: Various national sources, IMF, MOFSL 
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15% corporate tax rate 
benefit deadline may be 
extended: FM Sitharaman 
Finance Minister Nirmala 
Sitharaman said on Monday the 
government would consider an 
extension in the deadline for 
availing the lower 15 per cent 
corporation tax rate on new 
investments. The concessional 
corporation tax rate against the 
existing 25-30 per cent… 

 
 

N.Y. Infection Rate Hits New Low; U.K. Deaths Slow 
Worldwide infections from the coronavirus surpassed 7 million, a 
little more than a week after reaching 6 million. A report showed that 
lockdowns and other public-health measures may have prevented 
about a half-billion infections in six countries, including China and the 
U.S. The U.K. death toll rose by fewer than 100 for the second straight 
day, and London reported no new fatalities in 24 hours for the first 
time since its lockdown began. New Zealand said it will remove social-
distancing measures after reporting zero active cases… 

 
 

Urban unemployment falls 
sharply, rural job loss rate 
largely unchanged: CMIE 
Reflective of the resumption in 
economic activities, India's urban 
unemployment rate fell to 17.08% 
in the week ended 7 June from 
25.14% in the week ended 31 
May, marking the lowest print 
since the lockdown began, 
according to data released by the 
Centre for the Monitoring of 
Indian Economy (CMIE)… 

 
 

Equity mutual fund inflows 
fall for the second month in 
May 
The net inflows into equity 
mutual funds have seen a dip in 
May, data from AMFI suggests. 
Equity mutual funds saw net 
inflows worth Rs 5,256.52 crore 
in May, around 15% lower than 
the inflows garnered in April. 
The inflows stood at Rs 6,212.96 
crore in April.… 

hh 
 

State Bank of India slashes 
MCLR by 25 bps and EBR by 
40 bps 
The country’s largest lender State 
Bank of India on Monday slashed 
its key lending rates - the 
marginal cost lending rate (MCLR) 
and the external benchmark rate 
(EBR) by 25 basis points and 40 
basis points respectively. The one 
year MCLR comes down to 7.00% 
p.a from 7.25% p.a. with effect 
from June 10, 2020. This is the 
thirteenth consecutive reduction 
in bank’s MCLR… 

 
 

RBI proposes easier 
securitisation, loan sale 
guidelines 
The Reserve Bank of India (RBI) is 
proposing a new set of guidelines 
that would address the differential 
between mortgage loans and 
other loans securitisation, 
simplifying regulations. In two 
draft papers released on its 
website the central bank also 
proposed to bridge… 

 
India's economy to contract 
by 3.2 per cent in fiscal year 
2020-21: World Bank 
The World Bank expects India's 
economy to contract 3.2% in the 
current fiscal year, a sharp 
downgrade from its April 
projection of 1.5%-2.8% growth, 
citing stringent lockdown and 
spill overs from weaker global 
growth.… 

 
  

Kindly click on textbox for the detailed news link 
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https://www.business-standard.com/article/economy-policy/15-corporate-tax-rate-benefit-deadline-may-be-extended-fm-sitharaman-120060801573_1.html
https://www.bloombergquint.com/coronavirus-outbreak/u-s-cases-slow-sweden-s-limited-response-rebuked-virus-update
https://www.livemint.com/news/india/urban-unemployment-falls-sharply-rural-job-loss-rate-largely-unchanged-cmie-11591607048197.html
https://economictimes.indiatimes.com/mf/mf-news/equity-mutual-fund-inflows-fall-for-the-second-month-in-may/articleshow/76259878.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://economictimes.indiatimes.com/industry/banking/finance/banking/state-bank-of-india-slashes-mclr-by-25-bps-and-ebr-by-40-bps/articleshow/76265584.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://economictimes.indiatimes.com/news/economy/policy/rbi-proposes-easier-securitisation-loan-sale-guidelines/articleshow/76266393.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://economictimes.indiatimes.com/news/economy/indicators/indias-economy-to-contract-by-3-2-per-cent-in-fiscal-year-2020-21-world-bank/articleshow/76266999.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
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8 June 2020 

ECOSCOPE 
The Economy Observer 

  

   
 

 

Behind the smokescreen 
India’s fiscal stimulus the lowest among the 20 major nations 
 
 The Indian government recently announced a COVID-19 support package worth INR21t or approximately 10.5% of GDP. 

However, it is easy to bifurcate this into monetary to fiscal support in the 38:62 ratio. This implies fiscal support was 
INR13t or 6.5% of GDP. Nevertheless, the true fiscal stimulus in FY21, as per our estimates, amounted to only around 
INR2.5t or 1.3% of GDP. The bulk of the fiscal support constituted loan guarantees and non-budgetary measures. 

 This feature, however, is not unique to India. Although the support packages in some developing economies, such as 
Thailand, Brazil, South Africa, and Malaysia cost 12–17% of GDP, the actual fiscal stimulus is under 5% of GDP for all. 
This is true for the developed economies as well. While the headline package cost as much as ~40% of GDP in Germany 
and Canada, the fiscal impact is ~7% of GDP each. Most major nations have included loan guarantees, central bank 
support, and other measures (such as cost of loan moratorium, tax deferrals, and contingency funds) into their 
respective packages, making the headline number look higher, which is misleading. 

 A comparison of the details of the COVID-19 support packages of 20 major nations revealed the actual fiscal stimulus is 
the lowest for India at 1.3% of GDP and the highest for Singapore at 10.4% of GDP. We argue that the fiscal space, 
defined as the average of the fiscal balance in the past three years, appears to be the most important factor in 
determining the size of additional fiscal spending in the context of COVID-19. Also, the intensity of the COVID-19 
outbreak (in terms of confirmed cases per million persons) appears to have a positive, but weak relationship. 2020 GDP 
forecasts, however, seem irrelevant, probably due to the uncertainty surrounding the forecasts. 

 Notwithstanding these constraints, we believe there is enough room to expand the fiscal stimulus by 1–2% of GDP in 
the Indian economy. And, we wish it would materialize sooner rather than later. However, we also feel acceptance is 
low among the authorities. Finally, when we plot the benchmark bond yield against the fiscal stimulus (or COVID-19 
support package), we fail to establish any strong relationship between the two variables. 

 
The smokescreens: To support their flailing economies amid the disruption caused 
by COVID-19, authorities across the world have undertaken various measures. The 
support packages announced in the past few months have dwarfed the support 
witnessed during the Great Financial Crisis or any other economic recessions/crises 
over the past several decades. The packages range from 4% of GDP to as much as 
45% of GDP for the 20 nations covered in our study (Exhibit 1, Appendix I). 
 

Sizes of the COVID-19 support packages announced by the world’s major economies (% of GDP) 

 
Appendix I gives details on country-wise fiscal stimulus                                                                                                            Updated as of end-May’20 

Source: Various national sources, International Monetary Fund (IMF), MOFSL 
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https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http%3a%2f%2finstitution.motilaloswal.com%2femailer%2fResearch%2fECO-Stimulus-20200517-ES-PG008.pdf&Email=nikhil.gupta@motilaloswal.com&UserId=132884&MailSubject=1.%20Ecoscope%20(Govt%20majorly%20focused%20on%20introducing%20structural%20reforms);%202.%20Utilities%20(Push%20toward%20privatization);%203.%20Aviation%20(FM%20announces%20easing%20of%20restrictions%20on%20Indian%20air%20space);%204.%20Equitas%20(Lockdown%20lowers%20growth%20prospects%20in%20DF/overall%20earnings)&ListId=116
http://ftp.motilaloswal.com/emailer/Research/ECO-GLOBAL_FISCAL_PACKAGES-20200608-MOSL-ES-PG010.pdf
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The return of retail price hikes for OMCs 
 For the first time since 14th March’20, the oil marketing companies (OMCs) over the 

weekend have taken total retail price hike of INR1.2/lit on both petrol and diesel, in 
line with change in the global prices, and thus the retail prices of petrol and diesel (in 
Delhi) stands at INR72.5/70.6 respectively. 

 According to our margin calculation, gross marketing margins for petrol and diesel 
after the aforementioned hike stand at INR2.1/liter and INR1.5/liter, up ~INR0.1/liter 
over the last week. 

 This is in line with our thesis that marketing margins would get normalized over the 
long term and the OMCs would not compromise their profitability. 

 However, GRMs are expected to remain subdued in the short term. Refiners in India 
are likely to report inventory gain in 1QFY21 v/s huge inventory loss in 4QFY20. This, 
despite the discounts over Official Selling Prices (OSPs) vanishing.  

 OMCs are trading at 0.7-1.9x FY22E PBV, much less than 1.0-2.7x during FY15-18, a 
period of perfect deregulation (i.e. without any pricing intervention by the 
government).  

 We value IOCL at 1.2x FY22E PBV and reiterate it as our top pick due to the free cash 
flow generation of ~INR17/share (~18% of market-cap) cumulative for FY21-22E. 

 
Threat to marketing margins; our belief – unjustified 
 Prior to the excise hike the last month, the OMCs were making ~INR17-19/liter 

of gross marketing margins (normally at ~INR3/liter) on auto fuels.  
 Although volumes were much lower than normal, the higher marketing margins 

more than made up for the loss in volume, and partially for the huge inventory 
loss of the OMCs. 

 OMCs passed on the VAT hikes taken by the states in full to the end consumers; 
however, they did not pass on the excise hikes to the end consumers.  

 Due to the recent rally/recovery in crude prices, gross marketing margins had 
shrank to <INR2/liter as the OMCs have not taken any prices hike. 

 However, our belief was that such low marketing margins are irrational (such 
as were the high marketing margins of INR15-17/liter in Apr’20) and would 
definitely normalize again to a sustainable level for the full year. 

 OMCs have finally started reacting to changes in benchmark prices. Our 
assumption for gross marketing margin of INR3.3/liter remains unchanged 
with net margin at INR1.5/liter for FY21/22E. 

 
Symmetry between refining and marketing 
 As economies gradually emerge out of the lockdowns, refiners were the first to 

ramp up utilization rates, and thus, their output. We saw Chinese oil refiners 
ramping up utilization rates to (~76% in May’20 from 39% in Feb’20). US refinery 
rates have also revived from the trough to 71.8% in the last week. 

 Further, Indian refiners also appear to have ramped up their utilization over the 
last few days. In Apr’20, total refinery utilization in India stood at 70%, with 
utilization of IOCL and BPCL’s refineries at 52-63% (which have been ramped up 
to 80-83% currently), and robust utilization from HPCL and RIL’s refineries at 83-
92% respectively. While petroleum product demand in India is still down 30-
50% YoY, it is expected to ramp up soon. 

  

Sector Update | 8 June 2020 
  

Oil & Gas 
Motilal Oswal values your support in 
the Asiamoney Brokers Poll 2020 for 

India Research, Sales and Trading 
team. We request your ballot. 

Priming a new way to look at 
CGDs 

Crude oil prices – Low not for 
long 

http://ftp.motilaloswal.com/emailer/Research/OIL-20200608-MOSL-SU-PG008.pdf
https://protect-eu.mimecast.com/s/Om2QCKQymCqy1jqTMpCRu?domain=euromoney.com
https://www.euromoney.com/research-and-awards/surveys-and-awards/asiamoney-brokers-poll/vote-now
http://ftp.motilaloswal.com/emailer/Research/OIL-20200516-MOSL-SU-PG012.pdf
http://ftp.motilaloswal.com/emailer/Research/OIL-20200601-MOSL-SU-PG032.pdf
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 We expect refining margins to remain suppressed in the short term as the 
market balances the quick jump in supply over the modest revival in demand. 
Also, we expect various high cost refiners to shut operations amidst the current 
refining margin challenges. 

 While the recent rebound in crude oil prices might lead to temporary stress in 
refining margins, Indian refiners should clock inventory gain in 1QFY21 (refer 
exhibit 3) v/s huge inventory loss in 4QFY20. 

 Our calculation suggests that IOCL requires INR0.5/liter of incremental gross 
marketing margin on auto fuels for the full year to offset the decrease of 
USD1/bbl in GRM, while it stands at INR0.4/0.2/liter for BPCL/HPCL. 

 
Recent development in LPG augurs well for OMCs 
 In the current benign crude price environment (our est. USD40/50/bbl for 

FY21/FY22E), we expect to see structural changes in the pricing of LPG and 
kerosene, which may bid farewell to all under-recoveries in the petroleum 
sector. Recent news article suggests that the subsidy on LPG cylinder has 
declined to zero in May’20. 

 Raising prices or reducing subsidies on LPG cylinder augurs well for the OMCs, 
especially keeping in mind the intended privatization of BPCL. However, the 
resolve of the government would be tested if oil prices spike. Also, effective 1st 
Jun’20, prices of non-subsidized LPG cylinder was also increased (article). 

 
More consolidation on cards – beneficial for the sector, if executed well  
 News reports suggest that there could be further consolidation of PSUs. 
 With the benign Brent price environment along with high volatility in prices and 

Singapore GRM still trending in the negative territory (-USD1.6/bbl in June’YTD 
v/s -USD1.5/bbl in May’20), global oil and gas companies are facing a threat to 
their profitability and outlook. 

 Combine that with capex cut and decrease in production that most oil and gas 
majors have taken, it seems tough to find a buyer for the government’s stake in 
BPCL. This has revived concerns that further consolidation may take place 
among the oil majors. 

 Our belief is that while the ONGC-HPCL merger lacked synergy, a merger among 
the OMCs, if at all, could bring about a lot more efficiency in the longer run. 
Remember the number of retail outlets of all OMCs situated almost next door? 
There are a number of efficiencies that such a consolidation may bring about, 
which may be difficult to quantify but would certainly improve profitability: 
 Better terms and conditions for procurement: On a standalone 

consideration, BPCL has a throughput of ~31mmt with additional 3mmt at 
NRL and 7.8mmt at Bina. IOCL processes ~70mmt standalone and ~10mmt 
at CPCL. Combined, they should have a firepower to source ~151mmtpa of 
crude annually. This would definitely result in efficient and lower cost 
sourcing of crude. 

 Efficient movement of products: There is much duplication in movement of 
products through pipelines from refineries to various marketing 
depots/terminals. A unified decision would help eliminate the same and 
bring down placement costs significantly.  

https://www.cnbctv18.com/energy/subsidy-on-lpg-cylinders-falls-to-zero-for-first-time-in-years-5972991.htm
https://www.ndtv.com/business/lpg-gas-cylinder-price-hiked-find-out-how-much-you-pay-for-lpg-gas-cylinder-refill-this-month-2110157
https://www.outlookindia.com/newsscroll/consolidation-in-public-sector-oil-firms-back-on-table/1837975
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 Lesser marketing cost: There are a number of retail outlets lying next to 
each other. A consolidation may result in gradual decline in such 
duplication, thereby lowering the marketing costs of auto fuels. There is 
tough competition among the OMCs for sale of bulk diesel. Lesser number 
of companies would help lower the discounts given to bulk buyers. 

 Lower administration cost: Many admin functions may get gradually 
eliminated, resulting in better profitability. 

 
Valuation and View: 
 Refining margins are expected to remain weak for a few more months in light of 

poor global demand growth. Also, the huge discounts enjoyed by companies 
during Mar-May’20 (~USD5-7/bbl) have been eroded; Jun’20 crude prices are 
now at a premium (~USD2/bbl), as highlighted in BPCL’s management call. 

 Refining should contribute ~35%/37%/30% of IOCL/BPCL/HPCL’s consol. EBITDA 
in FY22E; a normalized GRM scenario of USD6/bbl. In FY21, we estimate OMCs 
to garner core refining margins of USD5/bbl. 

 Normalization of irrational GRM and marketing margin would tend to occur in 
the long term, and thus, we have built in GRM of USD5-6/bbl and marketing 
margin of INR4.1-4.4/liter for FY21/22E. 

 We value IOCL at 1.2x FY22E PBV and reiterate it as our top pick due to the free 
cash flow generation of ~INR17/share (~18% FCF yield) cumulative for FY21-22E. 

 We value BPCL at 1.8x FY22E PBV and maintain Neutral on the stock with slim 
possibility of divestment in these circumstances. 

 We value HPCL at 1.3x FY22E PBV and reiterate Buy with target price of 
INR330/share. However, we also highlight that the capex expected for HPCL is 
much higher than that for IOCL/BPCL. Project execution risk also exists at its 
expansion in Vizag. 

 
Indian refiners – valuation snapshot 

Company TP 
(INR) EPS (INR) P/E (x) P/BV (x) EV/EBITDA (x) ROE (%) 

Div. 
Yield 

FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E FY20E 
B P C L 425 25.3 33.6 43.5 15.6 11.7 9.1 2.1 1.9 1.7 12.8 9.0 7.3 13.2 17.1 19.6 4.2 
H P C L 326 9.5 37.4 47.8 22.8 5.8 4.5 1.1 1.0 0.9 7.8 5.0 4.7 4.7 17.4 20.1 1.6 
I O C L 168 3.3 12.5 17.7 27.8 7.4 5.3 0.7 0.7 0.7 7.0 4.8 3.7 2.7 9.8 13.0 1.5 
 

Source: IOCL, MOFSL  
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Power Grid announces INR10.75b rebate 
 

In an exchange filing, Power Grid (PWGR)’s board of directors has approved a rebate of 
INR10.75b to DISCOMs. This is a one-time rebate offered by the company post a directive 
from the Ministry of Power. Adj. post-tax, the rebate would impact PWGR’s FY21E PAT by 
7%. We note that NTPC has also received a similar directive from the ministry, and while 
its board is yet to announce a rebate, we build in an INR11b impact on our FY21E PAT due 
to the same. 
 

Power Grid’s board of directors approves INR10.75b rebate 
 PWGR’s move to provide a rebate of INR10.75b to DISCOMs came on the back 

of an earlier directive by the Ministry of Power.  
 The fall in power demand from Industrial and Commercial consumers has 

impacted the revenues of DISCOMs. In light of this, the ministry asked PWGR to 
consider offering a rebate of 20–25% to DISCOMs for the lockdown period. 

 PWGR’s press release on the exchange, though, does not indicate: a) the time 
period for which the consideration is made nor b) the percentage of rebate. 
Considering a time period of 68 days (i.e., Lockdown 1.0–4.0) with an est. annual 
FC of INR350b would imply a rebate of ~16.5%. 

 Our interaction with PWGR suggests the amount would be applicable for April 
and May. Accordingly, we cut our FY21E PAT by 7% to incorporate this 
development. 

 

Similar directive for NTPC 
 Similar to PWGR, NTPC received a notification from the ministry to consider 

offering a 20–25% rebate on its fixed cost. While the decision on the amount 
would be taken by NTPC’s board, we build in a rebate of INR13b, given PWGR’s 
decision and assuming a similar rebate percentage. 

 Additionally, the ministry had also asked for capacity charges to be deferred for 
power not scheduled (without any late payment surcharge). This would impact 
NTPC’s WC and interest cost, the impact of which we est. at INR1b.  

 We build in an after-tax impact of INR11b due to the above, leading to an 8% cut 
in our FY21 est. We note some of this impact may flow into FY20 if rebates are 
provided on March bills. However, the impact on our FY20E would be marginal. 

 

Rebates a one-off; Valuations remain attractive 
 The rebate offerings would result in a one-off impact for PWGR and NTPC. 

Clarity on the amount is a positive given an otherwise well-insulated business 
model. 

 While power demand has shown signs of improvement in the past one month, 
liquidity at DISCOMs could continue to be an issue. We expect WC issues to 
remain within the Power sector value chain in the near term. However, 
regulated entities with strong balance sheets would be able to ride out this 
situation. Besides, they continue to be compensated for such a stretch in 
receivables through LPS.  

 Amid the recent fall in the stock prices of NTPC and PWGR, one-yr. forward 
valuations (NTPC P/BV: 0.8x, PWGR P/BV: 1.3x) are near lows. We remain 
Buyers of NTPC (TP: INR148/sh) and PWGR (TP: INR224/sh).  

  

Sector Update |8 June 2020 
  

Utilities 
Motilal Oswal values your support in 
the Asiamoney Brokers Poll 2020 for 

India Research, Sales and Trading 
team. We request your ballot. 

https://protect-eu.mimecast.com/s/Om2QCKQymCqy1jqTMpCRu?domain=euromoney.com
https://www.euromoney.com/research-and-awards/surveys-and-awards/asiamoney-brokers-poll/vote-now
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BSE SENSEX S&P CNX   CMP: INR1,020   34,371 10,167 
 

Conference Call Details 
Date: 9th June 2020 
Time: 11:00am IST 
Dial-in details: 
+91 22 6280 1367/ 
+91 22 7115 8268 

 
Financials & Valuations (INR b) 
Y/E March 2020 2021E 2022E 
Sales 210.5 225.8 275.0 
Sales Gr. (%) 6.4 6.0 21.8 
EBITDA 24.9 24.8 33.7 
Margin (%) 11.8 11.0 12.2 
PAT 15.2 15.1 21.4 
EPS (INR) 17.1 17.0 24.1 
EPS Gr.  (%) 8.9 1.1 41.4 
BV/Sh.(INR) 68.1 77.3 89.3 
Ratios      
RoE (%) 25.0 23.4 28.9 
RoCE (%) 27.0 25.7 31.1 
Payout (%) 40.0 45.0 50.0 
Valuations      
P/E (x) 59.7 59.9 42.4 
P/BV (x) 15.0 13.2 11.4 
EV/EBITDA (x) 36.1 36.3 26.5 
 
 

 Sales below expectations; margins surprise positively 
 Titan’s 4QFY20 consolidated revenue declined 3.6% YoY to INR47.1b (est.: 

INR49.6b).  
 EBITDA grew 36.6% YoY to INR6.1b (est.: INR4.8b) and PBT 12.8% YoY to 

INR5.1b (est.: INR3.7b), while recurring PAT declined 1.5% YoY to INR3.4b (est.: 
INR3.2b).  

 Consol. gross margins were up 250bp to 30.4%. EBITDA margins expanded 
380bp YoY to 13% (est.: 9.7%). Margin expansion seems optically higher to 
some extent on account of Ind-AS 116. 

 Lower other expenses as a percentage of sales (70bp YoY to 9.3%) and lower ad 
spend as a percentage of sales (80bp YoY to 2.1%) were offset by higher staff 
costs as a percentage of sales (20bp YoY to 6%). Thus, EBITDA margins were up 
380bp YoY to 13% in 4QFY20.  

 
Segment-wise quarterly performance  
 Jewelry sales declined 5% YoY to INR39b, with segmental margins up 140bp 

YoY to 13.6%.  
 Watches segment sales grew 5.1% YoY to INR5.6b, with the EBIT margin up 

740bp YoY to 9.7% in 4QFY20.  
 
FY20 performance 
 FY20 sales / EBITDA / adj. PAT grew 6.4%/25.1%/8.9% YoY, respectively. 
 On an average basis, FY20 inventory days increased by 11 days to 131 days, 

whereas receivable/payable days declined by 1/6 days to 6/47 days, 
respectively. The overall cash conversion cycle increased by 17 days to 90 days 
in FY20. 

 Cash flows from operations stood at -INR3.5b in FY20 v/s INR12.4b in FY19. 
 
Management commentary  
 Growth in PBT for the quarter, despite decline in revenue, was possible due to 

the significant compression of cost in anticipation of disruption. 
 Operations have resumed at all factories, and a significant part of stores have 

also opened up, with others in the process of reopening. 
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Consolidated Quarterly Performance                 (INR m) 
Y/E March FY19 FY20 FY19 FY20 FY20 Var.  
   1Q  2Q 3Q 4Q  1Q  2Q 3Q 4Q     4QE (%) 
Net Sales 44,510 45,672 58,715 48,888 51,511 46,616 65,274 47,115 197,785 210,515 49,625 -5.1 

YoY change (%) 9.4 27.5 34.6 19.0 15.7 2.1 11.2 -3.6 22.7 6.4 1.5   
Gross Profit 12,177 12,980 15,055 13,631 14,107 13,867 16,655 14,336 53,843 58,965 13,224   

Margin (%) 27.4 28.4 25.6 27.9 27.4 29.7 25.5 30.4 27.2 28.0 26.6   
EBITDA 4,829 4,689 5,912 4,485 5,734 5,223 7,837 6,125 19,915 24,919 4,831 26.8 

EBITDA growth % 32.3 11.2 40.0 3.0 18.8 11.4 32.6 36.6 21.1 25.1 7.7   
Margin (%) 10.8 10.3 10.1 9.2 11.1 11.2 12.0 13.0 10.1 11.8 9.7   

Depreciation 407 428 385 408 760 822 877 1,021 1,628 3,480 848   
Interest 109 135 157 125 339 449 447 427 525 1,662 485   
Other Income 361 279 626 563 571 318 227 417 1,829 1,532 248   
PBT 4,674 4,405 5,997 4,515 5,207 4,270 6,739 5,093 19,591 21,310 3,746 36.0 
Tax 1,388 1,377 1,885 1,032 1,560 1,127 1,808 1,662 5,682 6,158 527   

Rate (%) 29.7 31.3 31.4 22.9 30.0 26.4 26.8 32.6 29.0 28.9 14.1   
Adjusted PAT 3,286 3,028 4,111 3,482 3,647 3,143 4,931 3,432 13,908 15,152 3,218 6.6 

YoY change (%) 31.9 8.8 45.8 11.6 11.0 3.8 19.9 -1.5 24.0 8.9 -7.6   
E: MOFSL Estimates             
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BSE SENSEX S&P CNX   CMP: INR398 TP: INR430 (+8%) Buy 34,371 10,167 
 

 
 

Stock Info 
Bloomberg IPRU IN 
Equity Shares (m) 1,435 
M.Cap.(INRb)/(USDb) 571 / 7.4 
52-Week Range (INR) 538 / 222 
1, 6, 12 Rel. Per (%) -9/-4/16 
12M Avg Val (INR M) 1239 
Free float (%) 25.0 

 
Financials & Valuations (INR b) 
Y/E MARCH FY20 FY21E FY22E 
Net Premiums 328.8 355.6 390.8 
Surplus / Deficit 21.9 13.5 15.4 
Sh. holder's PAT 10.7 11.4 12.3 
NBP growth unwtd (%) 20.5 8.0 11.5 
APE growth - (%) -2.9 8.1 13.4 
Tot. Premium growth (%) 8.1 7.7 9.9 
VNB margin (%) 21.7 22.9 23.0 
RoE (%) 15.0 14.9 14.5 
Op. RoEV (%) 15.2 14.7 16.1 
Total AUMs (INRt) 1.5 1.7 2.0 
VNB (INRb) 16.0 17.6 20.1 
EV per share 160 183 212 
Valuations       
P/EV (x) 2.5 2.2 1.9 
P/EPS (x) 53.5 50.3 46.6 
 

Shareholding pattern (%) 
As On Mar-20 Dec-19 Mar-19 
Promoter 75.0 75.0 75.0 
DII 5.5 5.5 6.5 
FII 13.3 13.3 10.1 
Others 6.1 6.2 8.4 

FII Includes depository receipts 
 

 IPRU’s total APE plunges 39% YoY in May’20 
 
 IPRU Life reported ~39% YoY decline in the total APE to ~INR2.8b in May’20 

(47% MoM increase) v/s decline of 54% YoY in Apr’20.  
 Individual WRP decreased ~52% YoY to INR1.9b in May’20 (~24% MoM 

increase) v/s decline of 55% YoY in Apr’20.  
 However, based on 2MFY21, the total APE declined 46% YoY and individual 

WRP ~54% YoY.   
 We expect business growth to remain under pressure over the near term, 

especially for the Savings business. On the other hand, the Protection and 
Annuity businesses are likely to do well as they are relatively simpler 
products to transact through digital channels. We expect the share of the 
Protection/Non-PAR business to increase in the overall premium mix, 
supporting further margin expansion. 

 Moreover, in the near term, the management’s focus would be on 
controlling cost in a tepid growth environment; thus, the rationalization of 
branches, employees, and other cost metrics would be a key monitorable.  
 

 Valuation and view: ULIP demand is likely to remain muted amid challenging 
macros due to the COVID-19 pandemic. Thus, it is expected to pressurize 
overall premium growth. The Protection and Annuity segments, though, are 
likely to see healthy growth and should help drive steady margins (23% by 
FY22E). We estimate IPRU Life to deliver a ~12% VNB CAGR over FY20–22E, 
led by an 11% new business APE, while operating RoEV should sustain at 
~16% (for FY22E). Maintain Buy, with target price of INR430 (2.0x FY22E EV). 

 
APE trends over the last few years  
 

INR b FY18 FY19 FY20 4QFY20 April’20 May’20 2M-FY21 
Total APE 77.91 77.99 73.81 19.74 1.90 2.79 4.69 
Growth (YoY, %) 17.6% 0.1% -5.4% -19.7% -54.0% -38.9% -46.1% 
RWRP 74.61 70.95 66.43 16.88 1.55 1.92 3.47 
Growth (YoY, %) 16.4% -4.9% -6.4% -25.9% -55.1% -52.4% -53.7% 
 

Source: Company, MOFSL 
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Estimate change    CMP: INR105 TP: INR114(+9%) Neutral TP change  
Rating change  
 
Bloomberg VEDL IN 
Equity Shares (m) 3,717 
M.Cap.(INRb)/(USDb) 390.5 / 5.2 
52-Week Range (INR) 180 / 60 
1, 6, 12 Rel. Per (%) 27/-11/-23 
12M Avg Val (INR M) 2322 
Free float (%) 49.9 

 
Financials & Valuations (INR b) 
Y/E MARCH 2020 2021E 2022E 
Sales 831.7 735.2 853.7 
EBITDA 194.1 163.1 216.9 
Adj. PAT 32.6 21.2 47.1 
EBITDA Margin (%) 23.3 22.2 25.4 
Cons. Adj. EPS (INR) 8.8 5.7 12.7 
EPS Gr. (%) -52.7 -35.1 122.4 
BV/Sh. (INR) 146.9 137.1 134.1 
Ratios       
Net D:E 0.7 0.8 0.7 
RoE (%) 5.6 4.0 9.3 
RoCE (%) 8.4 7.1 10.7 
Payout (%) 53.4 298.5 144.7 
Valuations       
P/E (x) 12.0 18.4 8.3 
P/BV (x) 0.7 0.8 0.8 
EV/EBITDA(x) 5.3 6.5 4.3 
Div. Yield (%) 3.7 13.5 14.5 
FCF Yield (%) 33.5 23.6 24.2 

*Attributable EBITDA 
 
Shareholding pattern (%) 
As On Mar-20 Dec-19 Mar-19 
Promoter 50.1 50.1 50.1 
DII 18.8 18.6 18.7 
FII 15.6 16.8 16.9 
Others 15.5 14.4 14.3 
FII Includes depository receipts 

 
 

 Lower commodity prices impact earnings 
EBITDA in-line; PAT loss due to impairment of Oil & Gas assets 
 Vedanta (VEDL)’s 4QFY20 results reflect the benefit of a multi-commodity 

business portfolio as structural cost reduction in the Aluminum business 
somewhat offset lower profitability in the Zinc and Oil segments. 

 We broadly maintain our FY21/FY22 estimates and Neutral rating on the 
stock as the expected improvement in LME is already priced in. 

 

CoP reduction in Aluminum partly offsets decline in Oil and Zinc EBITDA 
 4QFY20 results were weak, as expected, due to lower commodity prices. 

Reported EBITDA at INR45.5b (-13% QoQ, -26% YoY) was in line with our 
estimate of INR45.2b. Adj. PAT at INR7.9b (-46% QoQ, -66% YoY), however, 
came in above our estimate of INR4.6b, led by lower finance cost. 

 On a reported basis, however, PAT loss of INR120.8b was witnessed due to: 
a) exceptional loss of INR106.1b (net of tax) and b) exceptional tax booking 
of INR24.3b. Exceptional loss was due to the impairment of assets worth 
INR165.8b (INR159.1b in Oil & Gas due to lower oil prices and INR6.7b in 
Copper) and provisions of INR5.6b for receivables under litigation. Tax also 
had one-off items such as: a) INR17b for deferred tax provisions on intra-
company distribution profits and b) INR7.3b for the part reversal of deferred 
tax credit booked in 2QFY20. These also resulted in higher reported PAT loss. 

 The share of Hindustan Zinc (HZL) and Oil & Gas EBITDA (at INR28.3b) in 
consolidated EBITDA declined to 62% (v/s 72% in 3QFY20), the lowest in the 
last four years. This was largely due to lower commodity prices as well as 
better profitability in the Aluminum business. 

 The Oil & Gas segment reported EBITDA of INR8.7b, down 41% QoQ (52% 
YoY), primarily due to lower oil prices (down 21% QoQ) and lower volumes 
(161kbpd, down 7% QoQ), partly offset by lower discounts. 

 HZL had earlier reported EBITDA of INR19.6b, down 14% QoQ, primarily due 
to lower zinc prices. 

 The Aluminum business’ EBITDA improved to INR11.4b (+43% QoQ, +186% 
YoY) due to a plunge in hot-metal cost of production (CoP) to USD1,451/t (-
14% QoQ), supported by lower coal and alumina cost. 

 Finance cost stood at INR1,064m, down 14% QoQ (24% YoY), due to lower 
interest cost and debt repayments. 

 Reported net debt declined 21% YoY to INR213b. Cash and cash equivalents 
stood at INR379b. 

 FY20 EBITDA / adj. PAT stood at INR194b/INR33b, down 16%/53% YoY. 
 Effective tax rate in FY20 stood at 34% v/s 28% in FY19. 
 

Capex to be lower in FY21; CoP reduction in Aluminum to sustain 
 Management deferred FY21 guidance for capex and volumes to the 1QFY21 

result call. However, it expects FY21 growth capex to be significantly lower 
than USD0.8b incurred in FY20. 
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 Management expects to exit 2QFY21 at a production run-rate of 225kboepd. 
 It expects CoP reduction in Aluminum to sustain in the near term due to better 

coal availability and lower alumina prices.  
 Management further expects the extension of the profit-sharing contract for RJ 

Block for 10 years at 40% profit sharing; however, we expect profit sharing to be 
at 50%. 

 The company did not declare the final dividend for FY20. It informed there was 
no change in dividend policy; however, in order to conserve cash, the board 
decided not to distribute dividend received from HZL. 

 

Valuation and view 
 The company has achieved a reduction in aluminum CoP through higher captive 

bauxite and linkage coal. However, as economic activity revives, coal availability 
could get constrained, thereby increasing CoP.  

 High debt at VEDL (ex-HZL) and VEDL’s parent entity remains a concern. 
Maintain Neutral, with an SOTP-based TP of INR114/share. 

 
Quarterly Performance (Consolidated)               INR m 

Y/E March FY19 FY20 FY19 FY20   vs Est. 
  1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q     4QE % 
Net Sales 2,22,060 2,27,050 2,36,690 2,34,680 2,13,740 2,19,580 2,00,840 1,97,550 9,20,480 8,31,710 1,95,793 1 
    Change (YoY %) 21.4 5.2 -2.8 -15.1 -3.7 -3.3 -15.1 -15.8 0.2 -9.6 -16.6  
Total Expenditure 1,60,910 1,74,970 1,80,240 1,73,330 1,61,760 1,75,350 1,48,460 1,52,030 6,89,450 6,37,600 1,50,152 1 
EBITDA 61,150 52,080 56,450 61,350 51,980 44,230 52,380 45,520 2,31,030 1,94,110 45,641 0 
    Change (YoY %) 25.5 -8.1 -16.5 -21.7 -15.0 -15.1 -7.2 -25.8 -8.1 -16.0 -25.6  As % of Net Sales 27.5 22.9 23.8 26.1 24.3 20.1 26.1 23.0 25.1 23.3 23.3  
Finance cost 13,590 15,710 13,580 14,010 13,410 13,400 12,320 10,640 56,890 49,770 13,820 -23 
DD&A 17,960 19,310 22,070 22,580 21,550 23,950 22,910 22,520 81,920 90,930 23,335  Other Income 4,000 5,920 13,980 16,280 3,800 8,560 6,470 6,270 40,180 25,100 5,923  
PBT (before EO item) 33,600 22,980 34,780 41,040 20,820 15,440 23,620 18,630 1,32,400 78,510 14,409 29 
EO exp. (income) 0 -3,200 0 0 -4,190 3,660 -13,850 1,71,320 -3,200 1,56,940 0  
PBT (after EO item) 33,600 26,180 34,780 41,040 25,010 11,780 37,470 -1,52,690 1,35,600 -78,430 14,409  Total Tax 11,120 7,180 11,460 8,860 5,570 -15,530 10,820 -31,860 38,620 -31,000 4,323  % Tax 33.1 27.4 32.9 21.6 22.3 -131.8 28.9 20.9 28.5 39.5 30.0  
Reported PAT 22,480 19,000 23,320 32,180 19,440 27,310 26,650 -1,20,830 96,980 -47,430 10,086  Profit from Asso. 0 0 0 0 0 -10 0 0 0 -9 1  Minority interest 7,150 5,570 7,580 6,030 5,930 5,720 3,170 4,380 26,330 19,200 5,480 -20 
Adjusted PAT 17,042 10,976 17,462 23,519 7,811 4,470 12,419 7,916 68,998 32,617 4,607      Change (YoY %) 11.8 -42.4 -21.0 3.3 -54.2 -59.3 -28.9 -66.3 -12.8 -52.7 -82.4  
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Estimate change  
TP change  
Rating change  

 
Bloomberg PI IN 
Equity Shares (m) 138 
M.Cap.(INRb)/(USDb) 219.7 / 3 
52-Week Range (INR) 1649 / 974 
1, 6, 12 Rel. Per (%) -5/22/58 
12M Avg Val (INR M) 238 

 
Financials & Valuations (INR b) 
Y/E Mar 2020 2021E 2022E 
Sales 33.7 44.8 53.7 
EBITDA 7.2 9.8 12.5 
PAT 4.6 6.4 8.4 
EBITDA (%) 21.3 21.9 23.3 
EPS (INR) 33.1 46.1 61.2 
EPS Gr. (%) 11.3 39.1 32.8 
BV/Sh. (INR) 190 228 281 
Ratios    
Net D/E 0.1 0.1 0.1 
RoE (%) 18.6 22.0 24.0 
RoCE (%) 17.3 19.5 21.8 
Payout (%) 14.7 17.2 13.0 
Valuations    
P/E (x) 48.1 34.5 26.0 
EV/EBITDA (x) 31.1 22.7 17.7 
Div Yield (%) 0.3 0.4 0.4 
FCF Yield (%) (0.1) 0.4 1.7 

 
Shareholding pattern (%) 
As On Mar-20 Dec-19 Mar-19 
Promoter 51.4 51.4 51.4 
DII 21.6 20.5 19.0 
FII 12.2 13.9 13.3 
Others 14.8 14.3 16.3 
FII Includes depository receipts 
 

 

 CMP: INR1,591                   TP: INR1,835 (+15%)                       Buy 
 

Entry into pharma value chain – a key positive  
Earnings below estimates; COVID-19 disrupts operations 
 Operating performance of PI Industries (PI) was subdued due to the COVID-

19 pandemic, resulting in deferment of revenue. This in turn, led to decline 
in domestic agrochemicals’ segment with some growth moderation in 
Custom Synthesis and Manufacturing (CSM) business. 

 PI has successfully marked its entry into the pharma value chain, which it has 
worked on since the last 4-5 years. The company has tied up with a few large 
pharma companies in Japan and India (supplies should start from 1QFY21), 
which we believe is a commendable feat. 

 We maintain our estimates for FY21/FY22E and value the stock at 30x FY22E 
EPS to arrive at a TP of INR1,835, implying 15% upside. 

 
CSM saves the day 
 4QFY20 revenue of INR8.6b (v/s est. INR9.6b) was up 6% YoY (incl. Isagro’s 

performance, which was absent in the base quarter). EBITDA stood at 
INR1.86b (v/s est. INR2.08b), up 7% YoY; EBITDA margins expanded 20bp 
YoY to 21.8% (v/s est. 21.6%). However, adj. PAT declined 12% YoY to 
INR1,107m (v/s est. INR1,478m). This was on account of lower other income 
and increase in depreciation and interest cost, which was offset by lower tax 
rate. 

 FY20, revenue/ EBITDA/PAT grew 19%/25%/11% YoY. 
 4QFY20 exports/CSM revenue increased ~12% YoY (to INR6.8b) on proactive 

raw material inventory management and capacity planning. This, despite the 
unavailability of one multi-product and disrupted global supply chain. The 
COVID-19 pandemic disrupted operations and movement of goods, resulting 
in partial deferment of revenue to 1QFY21. 

 Domestic agrochemicals’ revenue declined 12% YoY (to INR1.7b) due to 
product positioning plans getting impacted by COVID-19. 

 There was no major impact on financials due to COVID-19, barring the 
shortfall in 4QFY20 revenue by INR1b (mainly domestic agrochemicals) and 
EBITDA impact of INR220m; the shortfall should recover in 1QFY21. 
Excluding the above impact, revenue/EBITDA would have grown 19%/20% in 
4QFY20. 

 For FY20, CFO grew 79% YoY to INR7b on the back of better operating 
performance and release of working capital. Decrease in debtor days and 
increase in payable days was partly offset by increase in inventory days. 

 
Highlights from management commentary 
 FY21 capex stands at INR6b, majority of which is toward organic growth. PI is 

evaluating inorganic acquisition opportunities – likely in pharma. 
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 PI has tied up with few large pharma companies in Japan and India, and supplies 
should start from 1QFY21. PI has successfully developed and scaled up advance 
intermediate for a COVID-19 drug. This marks PI’s entry into the pharma value 
chain. Revenue contribution from pharma is expected at 11-15% over the next 
few years. 

 The company has guided for 20%+ revenue growth in FY21 (including the Isagro 
acquisition).  

 Order book stood at ~USD1.5b (v/s USD1.4b as at 3QFY20), which provides high 
visibility of sustainable growth over the next 3-5 years. 

 
Valuation and view  
 PI closed FY20 on a strong note with revenue/EBITDA growth of 19%/25% YoY, 

mainly driven by 31% revenue growth in the CSM business. For FY21, 
management remains confident of achieving 20%+ revenue growth.  

 We believe the company has levers in place for sustaining growth momentum in 
the near term due to (a) its recently commenced two multi-purpose plants 
ramping up operations, (b) revenue from the Isagro acquisition, (c) sustaining 
growth momentum in the CSM business on the back of strong USD1.5b order 
book, and (d) product launches in the domestic market (2-3 every year), thereby 
providing earnings visibility. 

 Additionally, PI has successfully marked its entry into the pharma value chain by 
tying up with a few large pharma companies in Japan and India, thus garnering 
an additional growth lever. 

 We maintain our estimates for FY21/FY22E and value the stock at 30x FY22E EPS 
to arrive at a TP of INR1,835, implying 15% upside. 

 
Quarterly Earning Model                        (INR M) 
Y/E March   FY19   FY20   FY19 FY20 FY20 Var 
    1Q 2Q 3Q 4Q   1Q 2Q 3Q 4Q       4QE (%) 
Net Sales  6,056 7,230 7,075 8,048  7,541 9,074 8,498 8,552  28,409 33,665 9,645 -11 
    YoY Change (%)   9.5 28.9 31.6 28.7   24.5 25.5 20.1 6.3   24.8 18.5 19.8  
Total Expenditure   4,875 5,881 5,583 6,313   6,027 7,149 6,633 6,689   22,644 26,487 7,561  
EBITDA  1,181 1,349 1,492 1,735  1,514 1,925 1,865 1,863  5,765 7,178 2,083 -11 
    Margins (%)   19.5 18.7 21.1 21.6   20.1 21.2 21.9 21.8   20.3 21.3 21.6  
Depreciation  220 229 235 245  294 317 319 436  930 1,367 320  Interest  17 14 9 10  26 25 38 84  50 170 45  Other Income   102 124 147 221   123 109 191 68   594 489 200  
PBT before EO expense  1,046 1,230 1,395 1,701  1,317 1,692 1,699 1,411  5,379 6,130 1,918  Extra-Ord expense   0 0 0 0   0 0 0 0   0 0 0  
PBT  1,046 1,230 1,395 1,701  1,317 1,692 1,699 1,411  5,379 6,130 1,918  Tax  229 284 318 444  309 461 487 312  1,277 1,572 440      Rate (%)   21.9 23.1 22.8 26.1   23.5 27.2 28.7 22.1   23.7 25.6 22.9  
Minority Interest & Profit/Loss of Asso. Cos.   0 0 0 0   0 -1 1 -8   0 -8 0  
Reported PAT  817 946 1,077 1,257  1,008 1,232 1,211 1,107  4,102 4,566 1,478  Adj PAT  817 946 1,077 1,257  1,008 1,232 1,211 1,107  4,102 4,566 1,478 -25 
    YoY Change (%)  -18.4 17.9 33.6 19.2  23.4 30.2 12.4 -11.9  12.0 11.3 18.8      Margins (%)   13.5 13.1 15.2 15.6   13.4 13.6 14.3 12.9   14.4 13.6 15.3  
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Estimate changes    CMP: INR221 TP: INR300 (+36% ) Buy 
TP change  
Rating change                          

  
Bloomberg GUJS IN 
Equity Shares (m) 564 
M.Cap.(INRb)/(USDb) 124.9 / 1.6 
52-Week Range (INR) 263 / 146 
1, 6, 12 Rel. Per (%) 6/16/33 
12M Avg Val (INR M) 130 

 
Financials & Valuations (INR b) 
Y/E March 2020 2021E 2022E 
Sales 19.4 20.6 22.9 
EBITDA 15.7 16.7 18.4 
PAT 11.1 10.2 11.2 
EPS (INR) 19.7 18.0 19.9 
EPS Gr.  (%) 39.5 -8.3 10.4 
BV/Sh.(INR) 119.2 134.8 152.3 
Ratios       
Net D:E -0.6 -0.7 -0.7 
RoE (%) 17.8 14.2 13.9 
RoCE (%) 17.5 14.8 14.4 
Payout (%) 12.2 13.3 12.1 
Valuations       
P/E (x) 11.4 12.4 11.3 
P/BV (x) 1.9 1.7 1.5 
EV/EBITDA (x) 8.3 7.3 6.0 
Div. Yield (%) 0.9 0.9 0.9 
FCF Yield (%) 11.5 8.6 10.6 

 
Shareholding pattern (%) 
As On Mar-20 Dec-19 Mar-19 
Promoter 37.6 37.6 37.6 
DII 33.9 33.9 32.0 
FII 15.8 15.9 16.5 
Others 12.7 12.6 13.9 
FII Includes depository receipts 
 

 

 LNG terminal capacity to underpin volume growth 
 Lower-than-expected volumes and implied tariff led to an EBITDA miss, while 

lower tax rate helped GSPL’s PAT (in-line) during 4QFY20. The QoQ volume decline 
was primarily led by lower gas offtake from various fertilizer and refining/petchem 
units due to the nationwide COVID-19 led lockdowns. 

 Despite the COVID-19 impact, FY20 transmission volumes were up 9% YoY to 
37.8mmscmd with implied tariff at INR1,379/scm (v/s INR1,455/scm in FY19). 

 The company is a direct beneficiary of the (a) upcoming LNG terminals in Gujarat 
(the state tops India’s gas energy mix at 25%), and (b) renewed focus on reducing 
industrial pollution by the NGT (Gujarat has five geographical areas (GAs) 
identified as severely/critically polluted – like Morbi). 

 There are concerns over tariff reduction for the company, which is in line with the 
revised new tax rate and over-utilization of the pipeline. However,  the increase in 
capex (due to capacity expansion) should ensure lesser impact on its tariff. We 
maintain Buy on the stock. 

 

EBITDA miss led by lower volumes and tariff 
 Transmission volume for the quarter stood at 36.8mmscmd (-6% est., +14% YoY), 

with Implied tariff at INR1,284/scm (-8% est., -12% YoY). 
 Thus, net sales came in at INR4.4b (+1% YoY) and EBITDA at INR3.6b (+8% YoY), 

both lower than est. by 8% for the quarter. 
 Lower interest rate led to PBT of INR2.8b. Tax rate for the quarter was lower at 

19.3%, clocking in-line PAT at INR2.3b (+47% YoY). 
 For FY20, EBITDA was up 2% YoY at INR15.8b with PBT at INR12.8b (+6% YoY). Tax 

rate for the year stood at 13.3%, resulting in PAT of INR11.1b (+40% YoY). 
 The company had written back tax in the previous quarter as it moved to the new 

lower tax regime. 
 

Key operational highlights – Strong volume growth in CGD continues 
 Growth in volumes were led by CGD growing +36% YoY to 11mmscmd (+3% QoQ) 

and Power growing +89% YoY to 5.5mmscmd (-7% QoQ). 
 Refinery/Petchem volumes declined 11% YoY to 10.7mmscmd (-10% QoQ), along 

with fertilizer volumes at -13% YoY to 3.7mmscmd (-9% QoQ). 
 Others stood at 5.5mmscmd (+14% YoY, +36% QoQ). 
 The company is envisaging enhancement of its capacity in lieu of the upcoming 

LNG terminals in Gujarat. 
 

Valuation and view 
 Apart from the recently commissioned Mundra LNG terminal (which is currently 

running at 3.5mtpa out of 5mtpa), Swan Energy (Jafrabad-FSRU) and HPCL-
Shapoorji (Charra LNG terminal) are expected to come up with 5mtpa capacity 
each over the next 2-3 years. 

 Apart from this, Petronet LNG is also expanding its Dahej LNG terminal by 2mtpa 
to 19.5mtpa, which should be completed in another two years. 
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 The company has already received approvals from PNGRB for developing 
connectivity for an upcoming RLNG terminal at Chhara.  

 All these factors provide GSPL with huge potential to carry additional 13.5mtpa 
of gas on its grid (i.e. ~49mmscmd v/s current yearly volumes of ~38mmscmd).  

 Even considering the more imminent incremental volumes (PLNG’s utilization 
track record along with strong JV affiliations and ramp-up at Mundra to full 
capacity), additional volumes of ~3.5mtpa (i.e. ~12.6mmscmd – ~33% growth on 
current volumes), are likely in the near term. 

 The company currently has pipeline capacity of ~42mmscmd and considering 
the above volumes, capex is inevitable. 

 In FY20, GSPL’s debt reduced by INR7.4b. The company generated ~10% FCF 
yield, which is likely to continue in FY21/FY22E as well. The company plans on 
using the excess cash flow for capacity expansion, and thus, would try and keep 
implied tariffs at the same level (as IRR is based on gross block). 

 According to our interaction with the company, the volumes that dipped to 
~27mmscmd in Apr’20 are up ~37mmscmd currently, and further jump to ~40-
42mmscmd is expected once GUJGA’s volumes stabilize. 

 We model in volume of 37.75mmscmd for FY21 (flat YoY) and 42mmscmd for 
FY22E, with implied tariff of INR1,470/scm (v/s INR1,410/scm for 9MFY20). 
However, we highlight that for a 10% change in implied tariff, EBITDA and EPS 
both change by 15% for FY21/22E. 

 The stock trades at 12.4x FY21 EPS of INR18 and 7.3x FY21 EV/EBITDA, ~38% 
discount to its last 5-year averages. We value the stock at 8x FY22E EPS of 
INR19.9 and add investments to arrive at a TP of INR300. 

 GSPL’s investment in GUJGA and Sabarmati Gas constitutes ~63% of its  CMP, 
implying 4x FY22E P/E for the standalone. 

 
Standalone - Quarterly Earning Model               (INR Million) 
Y/E March FY19 FY20 FY19 FY20 FY20 Var. vs 
  1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q     4QE est. 
Net Sales 3,912 5,983 4,538 4,339 5,126 5,411 4,524 4,388 18,773 19,449 4,782 -8% 
    YoY Change (%) 32.0 78.7 29.6 23.8 31.0 -9.6 -0.3 1.1 41.0 3.6 10.2   
EBITDA 3,438 5,163 3,532 3,293 4,020 4,371 3,800 3,557 15,426 15,749 3,883 -8% 
    YoY Change (%) 24.6 80.8 18.9 13.9 16.9 -15.3 7.6 8.0 34.4 2.1 17.9   
    Margins (%) 87.9 86.3 77.8 75.9 78.4 80.8 84.0 81.1 82.2 81.0 81.2   
Depreciation 448 436 440 475 489 498 497 483 1,800 1,966 526 -8% 
Interest 579 557 551 505 479 438 383 346 2,192 1,645 436 -21% 
Other Income 54 384 76 79 77 454 52 67 594 649 71 -6% 
PBT 2,466 4,553 2,618 2,392 3,129 3,890 2,972 2,795 12,028 12,786 2,992 -7% 
Tax 1,021 1,319 882 859 1,068 -659 751 539 4,081 1,699 754 -28% 
    Rate (%) 41.4 29.0 33.7 35.9 34.1 -16.9 25.3 19.3 33.9 13.3 25.2   
Reported PAT 1,444 3,233 1,736 1,533 2,061 4,549 2,221 2,256 7,947 11,087 2,238 1% 
    YoY Change (%) -5.3 82.7 -4.4 -2.6 42.7 40.7 28.0 47.1 18.9 39.5 46.0   
    Margins (%) 36.9 54.0 38.2 35.3 40.2 84.1 49.1 51.4 42.3 57.0 46.8   
Key Operating Parameters 

   
  

   
          

Transmission Volume (mmscmd) 36.5 35.0 34.5 32.4 38.2 39.2 36.9 36.8 34.6 37.8 39.3 -6% 
Implied Tariff (INR/mscm) 1,141 1,810 1,420 1,460 1,434 1,461 1,331 1,284 1,455 1,379 1,389 -8% 
E: MOFSL Estimates                         
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Financials & Valuations (INR b) 
 Y/E Mar 2020 2021E 2022E 
Net Sales 34.1 32.9 41.8 
EBITDA 5.8 5.0 7.8 
EBITDAM % 16.9 15.2 18.7 
Adj. EPS (INR) 32.5 9.6 42.8 
EPS Gr.  (%) -14.1 -70.5 346.5 
BV/Sh. (INR) 285.0 292.1 332.5 
Ratios       
Net D:E 0.5 1.0 0.8 
RoE (%) 12.4 3.3 13.7 
RoCE (%) 11.3 7.7 13.6 
Payout (%) 0.0 25.1 5.6 
Valuations       
P/E (x) 35.4 120.1 26.9 
P/BV (x) 4.0 3.9 3.5 
EV/EBITDA (x) 10.7 13.8 8.6 
EV/Sales (x) 0.0 0.2 0.2 

 
 

 Hammered by COVID-19, revenue/EBITDA plunge 23%/73% YoY 
 4QFY20 consol. revenue declined 23% YoY (down 30% QoQ) to INR6.5b (in-

line), mainly due to closure of cinemas during the last few days in Mar’20 
owing to the COVID-19 crisis. Thus, at consol. level, footfalls declined 29% YoY 
to 19.5m while occupancy stood at 30.6%. Average ticket price rose to INR204 
(4.6% YoY) along with an increase in spend per head to INR96 (5.7% YoY). 

 On pre Ind-AS 116, EBITDA declined 73% YoY to INR428m (v/s est. INR108m). 
Margin contracted 1,260bp to 6.6% as revenue declined more than operating 
expenses.  

 The company reported loss of INR344m (v/s est. loss of INR945m) from 
INR749m profit in 4QFY19. 

 Net loss came in at INR388m (v/s PAT of INR484m in 4QFY19 and INR708m in 
3QFY20). After adjustment, net loss stood at INR369m. 

 Standalone revenue (without SPI asset) stood at INR6.2b (v/s INR8.3b in 
4QFY19 and INR8.8b in 3QFY20). 

 Standalone PAT (excluding SPI asset) reported loss of INR756m (v/s INR477m 
profit in 4QFY19). 

 Net debt stood at INR7.8b. The company had liquidity of INR3.2b as at Mar’20 
and INR2.3b as at 7th Jun’20, which includes undrawn committed bank lines. 
PVR is also planning to raise INR3b from rights issue. 

 On consolidated basis, total screen count increased to 845 in 4QFY20 from 763 
in 4QFY19, a growth of 11%. 

 
COVID-19 Impact 
Quarter impact 
 The company started closing its cinemas from 11th Mar’20 according to the 

government regulation, and within a few days, most of its cinemas were shut. 
Thus, PVR is not generating any revenue while it continues to incur committed 
cash flows that include employee expenses, overheads and payments for older 
working capital. 

 This has had and would continue to have significant negative impact on 
profitability and liquidity during the lockdown, and even later, till business 
returns to normalcy. 

Recovery to be slow – most hit sector 
 Once cinemas are allowed to open, the company’s revenue and cash flow 

might remain subdued as cinemas may not be allowed to operate at normal 
capacity utilization due to social distancing norms. 

 PVR has also recognized one-time perishable inventory write-offs of INR18.3m 
in Mar’20 on account of spoilage due to closure of cinemas. 

 Cinemas are in the third phase of the Central government’s guidelines for 
reopening of lockdowns. The dates of the third phase would be decided after 
assessment of the situation. 
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Measures taken for COVID-19 
 PVR is trying to mitigate the impact of COVID-19 on three fronts – (a) 

implementing cost reduction, (b) enhancing liquidity, and (c) cash flow 
management. 

 Cost reduction strategies: With all the cost rationalization measures (mentioned 
below), the company expects to reduce fixed cost by 70-75% during the cinema 
closure. Therefore, average monthly fixed cost of INR1.5-1.7b cost could reduce 
to INR400m. This could be coming from: 
 Reduction in rental and common area maintenance cost: The company has 

requested developers to waive off rental/common area charges during the 
lockdown. It is also in discussion with many developers for rental reduction 
post reopening. Further, it has invoked the force majeure clause. 

 Employee expense: Implemented salary cut across various levels during the 
lockdown with deferment of increments. It has reduced headcount via 
layoffs. 

 Electricity charges: Electricity and water charges have reduced significantly 
due to closure of cinemas; certain state governments have agreed to waive 
off the minimum load charges. 

 Other expenses: Other overheads have also reduced drastically as contracts 
such as security/housekeeping are suspended until cinemas reopen. 
Further, all discretionary spends like advertisements are kept on hold. 

 Cash flow management: The company is negotiating an alternative payment 
schedule for working capital. Further, it has put all capex on hold and has 
also availed the relief offered by the RBI for moratorium on interest and 
principal repayment between Mar’20 and Aug’20. 

 It has INR2.3b additional liquidity and is looking to raise INR3b rights issue to 
reduce leverage. 

Rights issue 
 The board has approved rights issue of INR3b. 
 Assuming the issue at 20% discount to CMP of INR1,151, we estimate 6% equity 

dilution, which would provide >20% EPS accretion due to the lower interest cost. 
 

Quarterly Performance                       (INR M) 
Y/E March FY19 FY20 FY19 FY20 FY20 Est. Var 
  1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q     4QE (%) 
Net Sales 6,963 7,086 8,431 8,376 8,804 9,732 9,157 6,451 30,856 34,144 6,610 -2 
    YoY Change (%) 9.4 27.6 51.3 43.2 26.4 37.3 8.6 -23.0 32.2 10.7 -21.6 

 Total Expenditure 5,591 5,845 6,788 6,768 7,217 7,788 7,355 6,023 24,992 28,383 6,501 -7 
EBITDA 1,372 1,240 1,643 1,608 1,587 1,944 1,802 428 5,863 5,762 108 294 
    YoY Change (%) 22.5 37.0 61.9 70.4 15.6 56.8 9.7 -73.4 45.9 -1.7 -96.3 

 Depreciation 401 448 514 549 549 598 563 614 1,913 2,324 565 
 Interest 208 298 379 395 414 390 392 325 1,280 1,521 570 
 Other Income 43 61 143 85 68 62 82 167 331 378 82 
 PBT before EO expense 805 555 893 749 691 1,018 929 -344 3,002 2,294 -945 -64 

PBT 805 555 893 749 691 1,018 929 -344 3,002 2,288 -945 -64 
Tax 283 212 337 265 104 258 221 44 1096.6 627.4 -238 

     Rate (%) 35.2 38.1 37.8 35.3 15.1 25.4 23.8 -12.8 36.5 27.4 25.2 
 Reported PAT 523 330 518 467 586 757 708 -389 1,838 1,665 -707 -45 

Adj PAT 523 330 518 467 586 757 708 -369 1,838 1,665 -707 -48 
    YoY Change (%) 17.6 29.3 79.3 78.6 12.1 129.4 36.7 -179.0 47.0 -9.4 -236.7 

 E: MOFSL Estimates 
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L&T: DON'T EXPECT ANY MAJOR PRIVATE INVESTMENTS IN 
INDIA OVER NEXT 1-1.5 YEARS; S N Subrahmanyan, CEO 
 All the factories are back in operation. On the project size, have at a given time 

about 950 odd sites and about 90 percent of the sites have started working. 
 Currently the company has only 1,20,000 labourers compared to the 2,20,000 in 

the pre-COVID period. To get back to normal working we need about 220 
thousand labourers. Would guess another 15-30 days labour availability should 
be there and it should get back to some kind of normality. 

 May have to give some incentives to bring labour back. 
 Some billing has taken place in April and May but not to that extent, so June - 

hope to catch-up something. To overall put it across, say company has backlog 
of 15,000 crore of sales... so in the balance 9-10 months of the year need to 
catch that up and see how to make it up. 

 When you look at India, don’t see any private investments for the next one and 
a half years or so. It is maybe a tough statement to make, but that is the way I 
look at it. Existing capital expenditure on projects that are already in play will 
move on, but I don’t see any fresh capital induction. 

 
 
  

In conversation 
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HOW GOVERNMENT BACKSTOPS CAN BEST EASE CREDIT FLOWS 
TO MSMES 
 The Indian government has set into motion the implementation of several 

schemes that are aimed at improving both the liability and asset sides of the 
balance sheets of banks and non-banking financial companies (NBFCs), so that 
lending to the real economy can increase. The most recently introduced are four 
schemes. The first guarantees 100% of fresh loans to existing micro, small and 
medium enterprises (MSME) borrowers up to a total of ₹3 trillion. The second 
guarantees 10% of existing eligible loans of NBFCs or housing finance companies 
(HFCs) originated before the lockdown and purchased by banks. Both these are 
for ticket sizes up to ₹5 crore. The third guarantees 100% of fresh and existing 
investment-grade paper of NBFCs up to ₹30,000 crore through direct purchases 
by the Reserve Bank of India (RBI). The fourth guarantees 20% of public sector 
banks’ purchases of fresh issuances of lower or unrated debt of NBFCs/HFCs, 
including micro finance Institutions, in the next three months. months. The 
largest among these schemes is the 100% Emergency Credit Line Guarantee 
Scheme (ECLGS) in the form of a guaranteed emergency credit line (GECL) 
facility. This scheme consists of a four-year credit line with a price cap to be 
extended by lenders willing to lend their existing MSME borrowers fresh money 
up to 20% of the loan outstanding, if such a loan is extended any time before 
the end of October 2020, or until the overall ₹3 trillion limit is reached. Whether 
or not the borrower can repay, the lender can rest assured that its loan book 
won’t take a hit. 

 
 
 
  

From the think tank 
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