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Equities - India Close Chg .% CYTD.% 
Sensex 38,528 1.3 -6.6 
Nifty-50 11,385 1.2 -6.4 
Nifty-M 100 16,660 1.2 -2.6 
Equities-Global Close Chg .% CYTD.% 
S&P 500 3,390 0.2 4.9 
Nasdaq 11,211 0.7 24.9 
FTSE 100 6,077 -0.8 -19.4 
DAX 12,882 -0.3 -2.8 
Hang Seng 10,425 0.4 -6.6 
Nikkei 225 23,051 -0.2 -2.6 
Commodities Close Chg .% CYTD.% 
Brent (US$/Bbl) 44 -0.2 -33.3 
Gold ($/OZ) 2,002 0.9 32.0 
Cu (US$/MT) 6,581 2.0 7.0 
Almn (US$/MT) 1,736 1.0 -2.5 
Currency Close Chg .% CYTD.% 
USD/INR 74.8 -0.2 4.7 
USD/EUR 1.2 0.5 6.4 
USD/JPY 105.4 -0.6 -2.9 
YIELD (%) Close 1MChg CYTDchg 
10 Yrs G-Sec 6.0 0.01 -0.6 
10 Yrs AAA Corp 6.7 0.00 -0.9 
Flows (USD b) 18-Aug MTD CYTD 
FIIs 0.15 3.74 2.30 
DIIs -0.05 -0.93 9.64 
Volumes (INRb) 18-Aug MTD* CYTD* 
Cash 567 628 535 
F&O 14,907 17,721 15,540 
Note: *Average     

Today’s top research theme   Market snapshot  

Chart of the Day: India Strategy (Ownership analysis – DII stake in Nifty-500 hits 5-year high) 

India Strategy: Ownership analysis – DII stake in Nifty-500 
hits 5-year high 
 Benchmark Indices – Nifty-50/Nifty Midcap-100 – have recovered from their 

Mar’20 lows gaining 50%/52%. Further, YTD CY20, Nifty-50/Nifty Midcap-100 
are down 6%/3%, recovering almost all losses for CY20 in tandem with the 
rise in global equity markets.  

 Divergent sequential trends are being witnessed between FII and DII 
purchases. While DIIs increased weights in Telecom/Technology sectors, FIIs 
reduced theirs QoQ. On the hand, FIIs increased weights in Oil and Gas 
(O&G), Capital Goods and Retail, while DIIs trimmed theirs QoQ.  

 Notably, in the Jun’20 quarter, DIIs/FIIs both saw inflows of 
USD1.7b/USD4.2b.  

 In this report, we take a deep dive into the ownership of various 
sectors/companies in the Nifty-500 to see how it has changed during 1QFY21. 

Cos/Sector Key Highlights 
India Strategy Ownership analysis – DII stake in Nifty-500 hits 5-year high 
InterGlobe Aviation Business insights from AR20 
EcoScope Comparing government spending in 2QCY20 across nations 
Petronet LNG Volumes continue to surprise 
Zee Entertainment Ad revenues hit, but earnings recovery on cards 
KNR Construction Earnings beat; Revenue growth a surprise during COVID-19 

 

Change in FII and DII holdings (QoQ)  

 
 

Research covered 

Piping hot news 

Received proposals worth Rs 12 lakh crore under PLI scheme: Ravi Shankar Prasad 
Union Minister Ravi Shankar Prasad on Tuesday said proposals worth Rs 12 lakh crore have 
been received under the new scheme to boost electronics manufacturing, and some 
manufacturing lines have moved from China to India during the COVID-19 pandemic. 

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
https://economictimes.indiatimes.com/news/economy/policy/received-proposals-worth-rs-12-lakh-crore-under-pli-scheme-ravi-shankar-prasad/articleshow/77615213.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
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Govt keen to speed up stake 
sale in four PSU banks this 
fiscal: Report 
Prime Minister Narendra Modi's 
office has asked officials to 
speed up the process of 
trimming government stakes in 
at least four primarily state-
owned banks within the current 
fiscal year, according to two 
officials familiar with the 
discussions… 

 
 

Oxford COVID-19 vaccine: Human trial to start soon in Mumbai 
Two civic-run hospitals in Mumbai — King Edward Memorial Hospital 
Parel, and BYL Nair Hospitals, Mumbai Central — have received 
approval from the Indian Council for Medical Research to start phase 
II and phase III clinical trial of COVID-19 vaccine developed by the 
University of Oxford. At present, Brihanmumbai Municipal 
Corporation (BMC) is looking for volunteers to participate in the 
trial… 

 
 

Indian rupee ends at one-
month high against US dollar 
The Indian rupee strengthened on 
Tuesday to close at a one-month 
high against the US dollar tracking 
firm domestic equities. The 
domestic currency closed at 74.76 
against the US dollar, a level last 
seen on 21 July, up 13 paise from 
its previous close of 74.89. Forex 
traders said positive trend in the 
equity markets, a weak US 
currency and sustained foreign 
fund inflows supported… 

 
 

Government begins talks 
with e-commerce firms to 
promote local products 
The commerce and industry 
ministry and the Department for 
Promotion of Industry and 
Internal Trade (DPIIT) is 
expected to ask top online 
retailers such as Flipkart, 
Amazon and Snapdeal to focus 
on listing and promoting 
geographical indication (GI) 
products to provide visibility… 

 
 

Birlasoft announces global 
strategic cloud partnership 
with Microsoft 
Birlasoft on Tuesday announced a 
global strategic cloud alliance 
with Microsoft. The collaboration 
will allow Birlasoft to support its 
enterprise clients with their cloud 
transformation needs, right from 
infrastructure to business 
applications. The company said it 
intends to grow its Microsoft 
cloud business to $100 million 
with this partnership. Birlasoft 
has been a Microsoft Gold 
partner for 10 years now… 

 
 

Consumer goods firms see value 
in fast-growing, high-margin 
spices biz 
It is uncharacteristic of ITC — 
known to favour building brands 
from scratch — to make a big-
ticket acquisition. But last month, 
the diversified conglomerate 
sealed its biggest acquisition deal 
to date, paying Rs 2,150 crore for 
Kolkata-based Sharma family-
owned… 

 
Serum Institute looking for a 
$1 billion shot to fight covid, 
talks on with Blackstone, KKR 
and others 
Serum Institute of India (SII), the 
world’s largest vaccine 
manufacturer, is in talks with 
private equity investors including 
Blackstone and KKR as well as 
philanthropists and social 
venture funds to raise up to $1 
billion for Covid-19 vaccine… 
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https://www.business-standard.com/article/finance/govt-keen-to-speed-up-stake-sale-in-four-psu-banks-this-fiscal-report-120081801159_1.html
https://www.livemint.com/news/india/oxford-covid-19-vaccine-human-trial-to-start-soon-in-mumbai-hospital-latest-updates-11597758969059.html
https://www.livemint.com/news/india/indian-rupee-ends-at-one-month-high-against-us-dollar-11597745683851.html
https://www.livemint.com/news/india/government-begins-talks-with-e-commerce-firms-to-promote-local-products-11597769954041.html
https://economictimes.indiatimes.com/tech/ites/birlasoft-announces-global-strategic-cloud-partnership-with-microsoft/articleshow/77609019.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://www.business-standard.com/article/companies/consumer-goods-firms-see-value-in-fast-growing-high-margin-spices-biz-120081301965_1.html
https://economictimes.indiatimes.com/industry/healthcare/biotech/pharmaceuticals/serum-institute-looking-for-a-1-b-shot-to-fight-covid-talks-on-with-blackstone-kkr-and-others/articleshow/77603601.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
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Ownership analysis – DII stake in Nifty-500 hits 5-year high 
FII/DII ownership ratio unchanged at 1.4x; FIIs/DIIs raise stakes in Insurance  
 
 Benchmark Indices – Nifty-50/Nifty Midcap-100 – have recovered from their Mar’20 

lows gaining 50%/52%. Further, YTD CY20, Nifty-50/Nifty Midcap-100 are down 6%/3%, 
recovering almost all losses for CY20 in tandem with the rise in global equity markets.  

 Divergent sequential trends are being witnessed between FII and DII purchases. While 
DIIs increased weights in Telecom/Technology sectors, FIIs reduced theirs QoQ. On the 
hand, FIIs increased weights in Oil and Gas (O&G), Capital Goods and Retail, while DIIs 
trimmed theirs QoQ.  

 Notably, in the Jun’20 quarter, DIIs/FIIs both saw inflows of USD1.7b/USD4.2b.  
 In this report, we take a deep dive into the ownership of various sectors/companies in 

the Nifty-500 to see how it has changed during 1QFY21.  
 
FII ownership in Nifty-500 remains near 5-year lows 
 FII holdings in the Nifty-500 remained near 5-year lows in 1QFY21 – it marginally 

increased by 8bp QoQ, but declined 130bp YoY to 20.8%. DII holdings were also 
marginally up in the Nifty-500 by 7bp QoQ/90bp YoY to 14.7%.  

 FIIs have reduced ownership in 68%/74% of Nifty-500/Nifty-50 companies QoQ, 
while DIIs increased stake in 50%/68% of Nifty-500/Nifty-50 companies QoQ. 

 A mixed trend was witnessed in promoter stake holdings – it declined marginally 
by 15bp QoQ, but was up 140bp YoY to 50.6%. Some large companies like HDFC 
Life Insurance, Kotak Mahindra Bank, HDFC AMC, HUL, SBI Life Insurance, and 
Bharti Airtel saw reduction in promoter stake due to stake sale, M&A and 
capital raising exercise. Godrej Industries, Indian Bank, PNB, Mahindra CIE, 
Adani Ports saw an increase in promoter stake QoQ. 

 As a proportion of free float of the Nifty-500, FII ownership stayed flattish QoQ 
to 42.2%, while DII ownership rose marginally by 4bp QoQ/250bp YoY to 29.7%. 

 In 1QFY21, SIP inflows decreased to INR 79.2b in Jun’20 from the high witnessed 
in Apr’20 (INR83.7b). It stood at INR78.3b in Jul’20. The FII-DII ownership ratio in 
the Nifty-500 remained at 1.4x in 1QFY21 (unchanged from the previous 
quarter). 

 In the last one year, an increase in the FII-DII ratio was recorded in the Insurance 
sector. Telecom, NBFC, Private Banks, Cement, Automobiles, Retail, Healthcare 
and Technology were the main sectors to see a decline. 

 

Sector holdings: Institutions record highest QoQ change in Insurance, 
Consumer 
 In the Nifty-500, FIIs have the highest ownership in Private Banks (44%), 

followed by NBFCs (31.6%), O&G (22.4%), Telecom (20.6%) and Real Estate 
(20.5%). DIIs have the highest ownership in Capital Goods (22.1%), Metals 
(21.5%), Private Banks (20.2%), Utilities (18.8%) and Autos (16.3%). 

 Sequentially, FIIs have increased stake in Insurance (+170bp), Consumer 
(+110bp), O&G (+110bp), Auto (+60bp), Healthcare (+40bp), Retail (+30bp), 
Capital Goods (+20bp) and Real Estate (+10bp). In contrast, FIIs reduced stake in 
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https://www.euromoney.com/research-and-awards/surveys-and-awards/asiamoney-brokers-poll/vote-now
http://ftp.motilaloswal.com/emailer/Research/STRATEGY-HOLDINGS-20200818-MOSL-SU-PG014.pdf
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PSU Banks (-220bp), NBFCs (-180bp), Telecom (-110bp), Technology (-40bp), 
Cement (-40bp), Private Banks (-40bp), Metals (-20bp) and Utilities (-20bp).  

 On a QoQ basis, DIIs increased stake in Telecom (+100bp), Auto (+80bp), 
Insurance (+60bp), Consumer (+40bp), and Technology (+30bp). PSU Banks (-
260bp), Capital Goods (-80bp) and Utilities (-70bp) were the major sectors 
where DIIs reduced stake by more than 50bp. 

 

Underperformance in BFSI results in FII allocation decline   
 Financials had a dominant run over the past few years. However, BFSI’s (Private 

Banks, NBFCs, Insurance and PSU Banks) underperformance continued to reflect 
in FII allocation, which was down from 45.2% in Dec’19 to 40% in Mar’20 to 38% 
as at Jun’20 in the Nifty-500. This has resulted in trimming of weight by 200bp 
QoQ/470bp YoY. However, FIIs still remain significantly overweight in BFSI by 
900bp v/s Nifty-500 (BFSI weight in Nifty-500 currently stands at 29.0%).  

 BFSI is followed by O&G with 12.8% weight, up 220bp QoQ/330bp YoY. This is 
majorly due to an increase in FII holding in Reliance from 25.9% in Mar’20 to 
26.6% in Jun’20. O&G is followed by Technology (11.4%) and Consumer (10.1%) 
– both sectors have seen QoQ decline in weight by 80bp and 30bp, respectively. 
Overall, the top-5 sectoral holdings of FIIs in the Nifty-500 account for 77.6% of 
total allocations – these sectors are (a) BFSI (38%), (b) O&G (12.8%), (c) 
Technology (11.4%), (d) Consumer (10.1%), and (e) Auto (5.3%). Healthcare still 
stands at the sixth position in terms of FII allocation despite its recent 
outperformance v/s the market.  

 FIIs are significantly overweight (v/s Nifty-500) in Private Banks/NBFCs and are 
underweight in Consumer, Capital Goods, Healthcare and Technology. 

 On QoQ basis, FIIs have increased weight in O&G, Autos, Healthcare, Telecom 
and Insurance. While NBFCs, Private Banks, Technology, Consumer, PSU Banks 
and Retail have seen a reduction.  

 In terms of absolute holdings, out of total FII holding of USD362b, Private Banks 
is at the top with USD81b investment value. 

 
DIIs overweight in Utilities, Capital Goods, Metals and PSU Banks 
 Using Nifty-500 as the benchmark, DIIs are significantly overweight in Utilities, 

Capital Goods, Metals and PSU Banks and underweight in NBFCs, Technology, 
Private Banks, and O&G.  

 Overall, the top-5 sectoral holdings of DIIs in the Nifty-500 account for 66.4% of 
total allocations – these sectors are (a) BFSI (25.2%), (b) Consumer (13.1%), (c) 
O&G (12%), (d) Technology (9.8%), and (e) Autos (6.3%). Autos and Healthcare 
(6.3%) remain neck-to-neck for the fifth position and are now closing in on 
NBFCs, which is at 6.4%. 

 In 1QFY21, sectors that witnessed increase in weight by DIIs on QoQ basis are 
O&G (+140bp), Automobiles (+100bp), Telecom (+60bp), Healthcare (+50bp), 
Metals (+20bp), Cement (+10bp) and Insurance (+10bp). Consumer, PSU Banks, 
Private Banks, Technology, Retail, NBFC, Capital Goods and Utilities saw 
reduction in weight. 

 Out of total DII holding of USD255b in the Nifty-500, Private Banks is at the top 
with USD37b, followed by Consumer at USD33b and O&G at USD31b. 

  

FII sectoral allocations within 
Nifty-500 (%) 

DII sectoral allocations within 
Nifty-500 (%) 
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Nifty-50: FIIs reduce holdings in 74% of stocks; DIIs increase in 68% of stocks 
 FIIs reduced stake in 74% of Nifty-50 companies on QoQ basis, while DIIs 

increased stake in 68% of Nifty-50 companies. 
 Kotak Bank, HUL, HDFC Life Insurance, L&T and Asian Paints were the top stocks 

to witness an increase of more than 1% in FII holdings on QoQ basis.  
 JSW Steel, SBI, Power Grid, Hero Moto and Bharti Infratel were the top stocks to 

see decline in FII holdings by more than 1.5% QoQ basis.  
 Top increase in DII holdings in Nifty stocks on QoQ basis was seen in Kotak Bank, 

Bharti Airtel, Hero Moto, HUL, Power Grid and M&M which saw an increase of 
more than 1.5%. L&T, Grasim Industries, Cipla and Zee saw declines in DII 
holding by more than 1% on QoQ basis. 

 
FII ownership in Nifty-500 increases marginally from 5-year lows in Mar’20 
 FII holdings have increased 10bp QoQ/-130bp YoY to 20.8% in the Nifty-500 in 

1QFY21. FIIs have reduced ownership in 68% of Nifty-500 and 74% of Nifty-50 
companies QoQ. 

 DII holding in Nifty-500 was up 7bp QoQ/90bp YoY to 14.7% in 1QFY21. DIIs 
have increased stake in 50% of Nifty-500 and 68% of Nifty-50 companies QoQ. 

 Further, promoter’s stake holding declined marginally by 15bpQoQ, although it 
was up 140bp YoY to 50.6% as there was a mixed trend seen from promoters. 
Some large companies like HDFC Life Insurance, Kotak Mahindra Bank, HDFC 
AMC, HUL, SBI Life Insurance and Bharti Airtel saw reduction in promoter stake 
due to stake sale, M&A and capital raising exercise. Godrej Industries, Indian 
Bank, PNB, Mahindra CIE, Adani Ports, etc. saw increase in promoter stake. 

 As a proportion of free float of the Nifty-500, FII and DII ownership stayed 
flattish QoQ to 42.2% and 29.7%, respectively. 
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BSE SENSEX S&P CNX   CMP: INR1,197 TP: INR1,095 (-9%) Neutral 38,528 11,385 
 

 
 
 
 
 
 
 

Stock Info 
Bloomberg INDIGO IN 
Equity Shares (m) 384 
M.Cap.(INRb)/(USDb) 460.4 / 5.9 
52-Week Range (INR) 1911 / 765 
1, 6, 12 Rel. Per (%) 17/-13/-28 
12M Avg Val (INR M) 2721 
Free float (%) 25.1 
 

Financials Snapshot (INR b) 
Y/E March 2020 2021E 2022E 
Sales 357.6 135.8 298.3 
EBITDAR 45.5 -11.9 88.3 
NP -2.4 -62.7 25.0 
EPS (INR) NM NM 65.0 
EPS Gr. (%) NM NM NM 
BV/Sh (INR) 152.5 -10.7 46.5 
Ratios    
Net D:E 0.9 -23.6 -0.6 
RoE (%) -4 -230 363 
RoCE (%) 9.5 -22.5 24.4 
Payout (%) 0.0 0.0 12.0 
Valuations       
P/E (x) -

 
-7.4 18.5 

P/BV (x) 8 -112 25 
Adj.EV/EBITDAR(x) 12.0 -48.1 5.5 
Div. Yield (%) 0.0 0.0 0.5 
FCF Yield (%) -15.8 -9.5 24.9 
 

Shareholding pattern (%) 
As On Jun-20 Mar-20 Jun-19 
Promoter 74.9 74.9 74.9 
DII 7.6 9.2 5.2 
FII 14.8 13.6 15.6 
Others 2.8 2.4 4.4 
FII Includes depository receipts 
 

Stock Performance (1-year) 

 
 

 Business insights from AR20 
 

Economic outlook – Indian economy to remain robust 
 According to the recent IMF estimates (Jun’20), India’s GDP growth for 2021 is 

estimated at ~6.0%, higher than the global economic growth of ~5.4% for 2021. 
 INDIGO has highlighted that medium-to long-term growth prospects for the 

Indian economy remain robust, and the return of normalcy in airline travel 
would depend on multiple factors:  
 Under-penetration of airline travel in India currently 
 Rise in the working-class population 
 Expansion in the middle-income demographic group in the country 

 In FY20, for INDIGO, ASK growth stood at +19% YoY and RPK growth at +18% 
YoY. This resulted in PLFs of ~86% (in line with INDIGO’s LT average). 

 

INDIGO undertaking various COVID-19 pre-emptive measures 
 INDIGO targets additional liquidity of INR50–60b through cost reduction 

initiatives, liquidity enhancement and improvement in the fleet mix. Most of 
the new aircraft would be financed through an operating lessor model, 
generating significant liquidity in FY21-FY22. 

 As of March’20, INDIGO had a total of 27,812 employees – ~4,017 pilots and 
6,573 cabin crew. Employee cost was up 47% YoY to INR47b in FY20. The 
company expects employee cost to be 30% lower v/s pre-COVID-19 levels by 
the end of FY21 with the undertaken payroll control initiatives. 

 Considering the above-mentioned efforts and ASK guidance for 2Q/3QFY21 at 
40%/50–70% of the previous year’s respective quarters, we have built-in loss of 
INR62.7b in FY21, with breakeven expected in 2QFY22. 

 

At the end of Mar’20, total cash increased by ~33% YoY to INR203.8b (free 
cash of INR89.3b and restricted cash of INR114.5b). Total debt was INR227.2b, 
including capitalized operating lease liability of INR202.8b. INDIGO is optimizing its 
working capital management, along with various other cost-control initiatives.  
Also, the company plans on raising equity. For this purpose, it is planning a QIP of 
up to INR40b, which would strengthen it to face unforeseen challenges ahead. 
 

Related Party Transactions: In FY20, INDIGO highlights that all transactions with 
its related parties were in the ordinary course of business. The company had not 
entered into any arrangement/transaction with related parties which could be 
considered material and required the approval of the Board. 
 

INDIGO’s aircraft order snapshot: The Neo brings major benefits 
 INDIGO served ~86 destinations, including 24 international destinations, with 

fleet capacity of 262 aircraft (A320neo: 100, A321neo: 14, ATR: 25, A320ceo: 
123), clocking net additions of 45 aircraft during the year. 

 INDIGO’s net order book stands at ~616 Neo aircraft (136 P&W engines and 
280 CFM engines) as the total delivery of 114 Neo aircraft was taken up to the 
end of FY20. This includes order for 300 A320neo family aircraft (including 
A321 XLRs) placed in Oct’19. 
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InterGlobe Aviation 
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 The company plans to replace (123) A320ceo aircraft with A320/A321neo (15% 
more fuel-efficient) to improve its fuel efficiencies. Moreover, the deployment 
of A321neo at airports with slot constraints would further aid in slot 
maximization. According to our EPS sensitivity, aircraft fuel savings of even 10% 
would translate into an EPS change of ~14% for INDIGO in FY22. 

 Most of the new aircraft would be financed through an operating lessor 
model, generating significant liquidity in FY21-FY22. 

 

Cargo business: A new learning from COVID-19 
 In FY20, passenger ticket revenue grew ~25% YoY to INR314.5b, and ancillary 

revenue saw growth of ~30% YoY to INR39.5b. Additionally, in 4QFY20, 
ancillary revenue growth was at 30% v/s total capacity growth of ~4%. 

 The company has 10 (converted aircraft) cargo planes with up to 20 tonnes of 
flying capacity and is now looking at the Cargo business as a new full vertical. 

 Domestic cargo traffic increased at a CAGR of 8.3% over FY09–16 and 
international freight traffic at 6.9% during the same period. As per IBEF, 
domestic freight traffic is expected to grow at a CAGR of 7.5% over FY16–23 
(v/s international at 7.1%). 

 

Financial performance for FY20  
 In FY20, for INDIGO, ASK growth stood at +19% YoY and RPK growth at +18% 

YoY. This resulted in PLFs of ~86% (in line with INDIGO’s LT average). 
 Total revenue stood at INR358b (+25% YoY), driven by an increase in passenger 

yield and increase in unit ancillary revenue. RASK for the year was up 6% YoY to 
INR3.7. 

 Yield (INR/RPK) stood at INR3.8 v/s INR3.6 in FY19, primarily benefitting from 
higher yields in 1QFY20 led by the cessation of Jet Airways’ operations. 

 Aircraft fuel expenses increased by ~6% YoY to INR126b, against capacity growth 
of 19% YoY, and offset by reduction in ATF prices and increase in the number of 
fuel-efficient NEO (+42) aircrafts. Also, fuel as a % of revenue decreased to ~35% 
in FY20 v/s ~42% in FY19. 

 Employee costs increased by 47% YoY to INR47b. During the year, net 
employees addition was ~4,200+ with ~464 pilots, ~1,384 cabin crew, ~657 
engineers and ~3,007 airport, customer service and security staff graduated. 

 Supplementary rentals increased by ~41% YoY to INR112b (v/s INR79b in FY19), 
on account of reassessment of supplementary rentals during the year. 

 Thus, CASK increased by 6% YoY to INR3.7, while ex-fuel it was INR2.4. 
 Foreign exchange losses increased to INR15.5b (v/s INR4.7b in FY19), primarily 

driven by mark to market losses on the capitalised operating lease liability, as a 
result of IndAS 116. 

 Other Income primarily comprises of financial income on the cash and other 
non-operating income increased ~16% YoY to INR15.4b in FY20. 

 INDIGO reported loss of INR2.4b in FY20 v/s gain of INR1.6b in FY19. 
 Company’s net worth at the end of FY20 stands at INR58.6b. 
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Valuation and view - Aviation space remains preposterous 
 INDIGO in its annual report highlighted that, average daily flights in China had 

recovered by 47% YoY as of May’20, based on recent data published by the Civil 
Aviation Administration of China (CAAC). Recovery was higher for domestic 
flights at 53% YoY in May’20.  

 As per DGCA data (July’20), INDIGO has been the biggest gainer in terms of 
market share post the resumption of operations. Its share climbed to ~60% of 
domestic market share from ~48% over Jan–Feb. The company has gained 
market share from Air India, GoAir, and other operators, while SJET’s market 
share remains consistent at 15–17%. 

 However, we continue to believe that in the long run, Aviation would witness 
continued headwinds in terms of surplus capacity, the lack of confidence 
among passengers to resume travel, and demand in business travel. 

 Aviation industry in India is about to complete its first three months of 
operations post the COVID-19-led operational lockdown, however passenger 
traffic still remains at ~20% of pre-COVID levels (i.e., ~-82.2% YoY in July’20).  

 The fare bands were recently further extended to the end of Nov’20, and we 
believe that (in line with the company’s ideology); the permanent enforcement 
of fare bands could be a huge dampener on the Aviation industry as a whole, 
weakening sentiment for the regulated Aviation market. 

 INDIGO is undertaking various pre-emptive measures to focus and strengthen 
each of its business verticals to emerge stronger from the current crisis. 
However, due to the current uncertainties in the industry, we await further 
developments and clarity on the company achieving its targets. We remain 
Neutral on the stock. 

 Our estimates are highly sensitive to (a) ticket yield, (b) PLF and (c) crude price 
assumption; material change to any of these will impact our estimates. 
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Comparing government spending in 2QCY20 across nations 
Massive differences in fiscal support suggests growth decoupling in the short term  
 
 The COVID-19 pandemic forced governments across the world to support their citizens, institutions and economic activity 

as much as possible. The massive fiscal stimulus implemented across nations, thus, is not surprising. However, the 
difference in the fiscal support to economies is strikingly significant between advanced economies (AEs) and the 
emerging and developing economies (E&DEs) as a group.  

 Based on 7 AEs (accounting for 82% of the entire AEs’ GDP) and 10 E&DEs (accounting for >75% of the entire EMEs’ GDP), 
global fiscal spending (weighted by respective nominal GDPs) grew 51% YoY in 2QCY20, up from 5% in 1QCY20 and the 
previous high of 15% YoY in 2QCY09. Notably though, fiscal spending in AEs almost doubled, while it increased by only 
5% YoY in EMEs. Since government spending declined for the second consecutive quarter in China, growth in fiscal 
spending in E&DEs (excluding China) was 17% YoY in 2QCY20, nothing exceptional compared to the previous quarters. 

 Among AEs, the US government’s spending more than doubled (+130% YoY) in 2QCY20, and was by far, the highest, 
followed by 82% YoY growth in Japan. Among E&DEs, highest fiscal spending growth was posted by Brazil at 52% YoY, 
followed by Russia (30%). China and Mexico are the only two nations, where fiscal spending declined YoY in 2QCY20. 

 This was despite the fact that government receipts declined faster in AEs compared to E&DEs (as a whole group or 
excluding China). Total government receipts in the former declined 29% YoY in 2QCY20, while it fell only 10% in EMEs. 
Excluding China, government receipts declined 23% YoY in E&DEs. Interestingly, government receipts declined the most 
(47% YoY) in India, followed by 40% fall in the US in 2QCY20. Turkey is the only nation in our study, where government 
receipts have increased in 2QCY20. 

 Overall, such substantial differences in fiscal support among AEs and E&DEs confirm the ability and willingness of 
different governments. Eventually, these differences may play a pivotal role in deciding the fate of economic recovery 
over the short term. 

 
Taking stock of government finances in 2QCY20 in the world 
A few months ago, we had compared the fiscal support announced by different 
nations, attempting to separate the wheat from the chaff in our published report. 
We concluded that the actual fiscal stimulus was much smaller than what the 
headline numbers suggested, and in general, the fiscal stimulus in E&DEs was lower 
compared to most AEs.  
 
As the authorities have now published government finances data up to Jun’20, we 
believe it is a good idea to take note of the actual government finances in 2QCY20 in 
different nations. We have used data from 7 AEs (namely, France (FR), Germany 
(DE), Japan (JP), Italy (IT), Spain (ES), the UK and the US, which account for >80% of 
all AEs) and 10 E&DEs (namely, Brazil (BR), China (CN), India (IN), Indonesia (ID), 
Mexico (MX), Russia (RU), South Africa (SAf), South Korea (SKr), Taiwan (TW) and 
Turkey (TR), which account for 75% of all E&DEs). We have prepared aggregate 
estimates, weighted by respective nominal GDPs. Together, these 17 nations 
account for 80% of the global GDP. 
 
 
 

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/ECO-GLOBAL_FISCAL_PACKAGES-20200608-MOSL-ES-PG010.pdf
http://ftp.motilaloswal.com/emailer/Research/ECO-FISCAL_SPENDING-20200818-MOSL-ES-PG006.pdf


 
 

19 August 2020 11 
 

 
Large differences in fiscal support suggest growth decoupling in the short term: 
Given below are the most important findings from actual government finances data 
published by respective authorities for up to Jun’20: 
 

1) Based on data for 17 nations (mentioned above), global fiscal spending grew 
51% YoY in 2QCY20, up from 5% in 1QCY20 and the previous high of 15% YoY 
in 2QCY09 (Exhibit 1). 

2) Government spending in AEs almost doubled (+96% YoY), while it increased by 
only 5% YoY in EMEs in 2QCY20. Notably, China has been an outlier in E&DEs. 
Excluding China, government spending grew 17% YoY in 2QCY20, still nothing 
exceptional compared to the previous quarters (Exhibit 2). 

3) Among AEs, the US government’s spending has more than doubled (+130% YoY) 
in 2QCY20, and is by far, the highest, followed by 82% YoY growth in Japan. 
Among E&DEs, the highest growth in fiscal spending was posted by Brazil at 52% 
YoY, followed by Russia (30%). China and Mexico are the only two nations where 
fiscal spending declined YoY in 2QCY20 (Exhibit 3). 

4) As a group, global fiscal receipts fell by almost a quarter in 2QCY20, compared 
to the previous worst fall of 17% YoY in 2QCY09 (Exhibit 4). 

5) Government receipts have also contracted faster in AEs compared to E&DEs. 
While it has declined 29% YoY in AEs, government total receipts have fallen only 
10% YoY in E&DEs. Again, China is an outlier with a contraction of only 7.4% YoY 
in 2QCY20. Excluding China, the fall in government receipts in E&DEs was 23% in 
the last quarter (Exhibit 5). 

6) A look at individual states confirm that government receipts declined the most 
in India (47% YoY), followed by the US (40%). Turkey is the only nation which 
saw growth in government receipts in the last quarter (Exhibit 6). 

 
Overall, such large differences in fiscal support among different nations confirm the 
ability and the willingness of various governments to handle the economic fallout of 
COVID-19. Eventually, we believe this will play a pivotal role in deciding the fate of 
economic revival in the short term. And it appears that the AEs will witness a much 
quicker recovery compared to E&DEs.  
 

 
Government spending has almost doubled in AEs in 2QCY20… 

 
GDP-weighted aggregates 

…while it has grown only modestly in E&DEs, even excluding 
China 

 
Source: CEIC database, Various national Sources, MOFSL 
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Bloomberg PLNG IN 
Equity Shares (m) 1,500 
M.Cap.(INRb)/(USDb) 386.9 / 5.1 
52-Week Range (INR) 296 / 171 
1, 6, 12 Rel. Per (%) -6/5/4 
12M Avg Val (INR M) 877 

 
Financials & Valuations (INR b) 
Y/E March 2020 2021E 2022E 
Sales 354.5 287.7 376.3 
EBITDA 39.9 46.4 50.7 
Adj. PAT 27.7 28.6 31.9 
Adj. EPS (INR) 18.5 19.0 21.3 
EPS Gr.  (%) 28.5 3.1 11.7 
BV/Sh.(INR) 73.0 78.7 85.1 
Ratios       
Net D:E -0.4 -0.5 -0.6 
RoE (%) 26.4 25.1 26.0 
RoCE (%) 25.4 22.0 23.8 
Payout (%) 43.2 70.0 70.0 
Valuations       
P/E (x) 14.0 13.6 12.2 
P/BV (x) 3.5 3.3 3.0 
EV/EBITDA (x) 9.5 7.9 7.0 
Div. Yield (%) 2.7 4.3 4.8 
FCF Yield (%) 7.3 7.8 9.6 

 
Shareholding pattern (%) 
As On Jun-20 Mar-20 Jun-19 
Promoter 50.0 50.0 50.0 
DII 7.9 7.8 10.3 
FII 29.2 29.3 27.0 
Others 13.0 12.9 12.7 
FII Includes depository receipts 
 

 

 CMP: INR258                   TP: INR336 (+30%)                           Buy 
 

Volumes continue to surprise; Utilization rate back to pre-COVID levels 
 In 1QFY21, Petronet LNG’s (PLNG) better-than-estimated volumes at 190tbtu (v/s 

est. +5%), led to marginal EBITDA beat at INR9b.  
 PLNG has given an update on its current operations, highlighting that post lifting 

of the lockdown, RLNG demand has recovered gradually. Since the first week of 
Jun’20, the (a) Dahej terminal is operating at 100% capacity of 17.5MMTPA 
(63mmscmd) v/s Jan-Feb’20 average of 92% capacity of ~58mmscmd, and (b) 
Kochi terminal is operating at 20% capacity of ~3.57mmscmd. Various power 
plants are switching off coal due to the current lower spot gas price environment, 
resulting in higher gas offtake and imports. 

 Negotiations with Qatar Gas over LNG pricing are ongoing. PLNG has indicated 
that a final decision on the MOU with Tellurian could be reached in FY21. 

 To promote LNG as an alternative fuel for trucks, PNGRB has permitted any entity 
to set up an LNG station in any geographical area (GA)/anywhere in the country. 
Small Scale LNG (ssLNG) has a potential of 8-9mmtpa of LNG for trucks over the 
next 8-10 years. 

 Also, the NGT’s actions against severely/critically polluted industrial clusters 
would lead to higher adoption of gas from industries. 

 PLNG expects utilization to remain healthy at ~100% going into the year, further 
aided by the Power sector demand. Maintain Buy. 

 

Better-than-estimated volumes lead to marginal EBITDA beat 
 1QFY21 EBITDA stood at INR9b (v/s est. +5%; -11% YoY and +30% QoQ). The 

lower interest cost was offset by lower other income. 
 Lower interest cost/other income was due to current lower repo rates, and 
 Other expenditure was down by ~INR0.7b – after adjusting for depreciation 

and finance charges.  
 Reported PAT stood at INR5.2b (v/s est. +4%; -7% YoY and +45% QoQ). 
 Total volumes stood at 190tbtu (v/s est. +6%; -16% YoY and -13% QoQ). 
 Utilization at Dahej was better than expectations at 82% (v/s est. 75%, 114% 

in 1QFY20 and 93% in 4QFY20). 
 Utilization at Kochi was lower than expectations at 14% (v/s est. 20%, 14% in 

1QFY20 and 21% in 4QFY20). 
 In Apr-May’20, the company claimed force majeure on 8 cargoes from Qatar 

and one from ExxonMobil under the contractual clause of the global 
pandemic. The revocation is expected to settle in favor of PLNG. 

 In Jul’20, the company received all the planned 23 cargoes. 
 
Capex guidance and key developments 
 Dahej – USD350m for tanks and jetty expansion: Two more tanks and a 

jetty are being developed at Dahej (in addition to the existing 6 tanks and 2 
jetties) with completion targeted by end-FY23. With introduction of the third 
jetty, Dahej should serve as a full-fledged LNG hub on the western coast. 

 
  

 
 
 

18 August 2020 

1QFY21  Results Update | Sector: Oil & Gas 

Petronet LNG 

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/PLNG-20200818-MOSL-RU-PG010.pdf
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 LNG terminal on eastern coast (USD700-800m): ~20km from Angul-Srikakulam 
pipeline that GAIL is constructing. 

 Sri Lanka LNG terminal – USD175m (of the total USD350m) in the near term: 
With a change in Sri Lanka’s political scenario, talks related to the LNG project 
have gained momentum. Also, the terminal would enjoy proximity to a power 
plant, aiding gas off-take and supporting utilization rates. 

 Small-scale LNG (ssLNG) stations on highways – USD100m (of the total 
USD500m) in 2-3 years: PLNG plans to set up ~50 ssLNG stations on 5 highways 
over the next 2-3 years (under Phase I). It has entered into a MoU with GUJGA 
to set up 5 stations on the Delhi-Mumbai highway. IGL would also set up 3 
stations on the highway, taking the total count to 8. Another MoU has been 
signed with IOC for setting up 5 LNG stations in southern India. 

 Until there is further clarity/affirmation on capex plans, the company has 
guided to keep improving the dividend policy and payout (at ~70%). 

 
Valuation and view 
 The current low spot price environment bodes well for the government’s plan to 

bring about major reforms in the gas sector, including the revival of gas-based 
power plants.  

 The three concerns on PLNG – (a) competition, (b) usage of cash, and (c) long-
term growth – are well answered by the management (as mentioned above). 
Also, NGT’s actions against severely/critically polluted industrial clusters could 
provide a huge boost to gas consumption in the country. 

 The stock trades at 12.2x FY22E EPS of INR21.3 and 7.0x FY22E EV/EBITDA, with 
expected EBITDA CAGR of ~15% over FY20-22E. We value PLNG on DCF basis to 
arrive at a fair value of INR336 (upside of 30%). Reiterate Buy. 

 
Standalone - Quarterly Earning Model                  (INR Million) 
Y/E March FY20 FY21 FY20 FY21E FY21 Var. v/s 
  1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q     1QE Est. 
Net Sales 86,134 93,612 89,102 85,672 48,836 68,170 72,627 98,084 3,54,520 2,87,716 64,887 -25% 
    YoY Change (%) -6.1 -12.9 -11.8 2.2 -43.3 -27.2 -18.5 14.5 -7.7 -18.8 -24.7 

 EBITDA 10,239 11,605 11,076 6,975 9,099 11,405 12,356 13,565 39,895 46,425 8,707 5% 
    Margins (%) 11.9 12.4 12.4 8.1 18.6 16.7 17.0 13.8 11.3 16.1 13.4 

 Depreciation 1,899 1,960 1,960 1,942 1,936 2,048 2,048 2,160 7,761 8,191 2,048 -5% 
Interest 1,005 1,051 940 1,035 881 1,072 1,072 1,263 4,032 4,288 1,072 -18% 
Other Income 1,044 975 842 865 684 1,056 1,056 1,429 3,726 4,226 1,094 -37% 
Extra-Ord expense 0 721 0 0 0 0 0 0 721 0 0 

 PBT 8,379 8,848 9,017 4,863 6,966 9,341 10,292 11,571 31,107 38,171 6,681 4% 
    Rate (%) 33.1 -24.7 25.1 26.2 25.3 25.2 25.2 25.1 13.3 25.2 25.2 

 Reported PAT 5,603 11,031 6,752 3,590 5,202 6,987 7,699 8,664 26,976 28,552 4,997 4% 
Adj PAT 5,603 11,752 6,752 3,590 5,202 6,987 7,699 8,664 27,697 28,552 4,997 4% 
    YoY Change (%) -4.5 108.8 19.4 -18.4 -7.1 -40.5 14.0 141.3 28.5 3.1 -10.8 

     Margins (%) 6.5 12.6 7.6 4.2 10.7 10.2 10.6 8.8 7.8 9.9 7.7 
 Key Assumptions   

   
  

   
      

 Total Volumes (Tbtu) 226.0 250.0 233.0 219.0 190.0 234.4 251.2 254.5 928.0 930.1 178.5 6% 
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Estimate changes    CMP: INR 174 TP: INR190 (+9% ) Neutral 
TP change  
Rating change  

 
Bloomberg Z IN 
Equity Shares (m) 961 
M.Cap.(INRb)/(USDb) 167.1 / 2.2 
52-Week Range (INR) 376 / 114 
1, 6, 12 Rel. Per (%) 6/-23/-53 
12M Avg Val (INR M) 4930 
 
Financials & Valuations (INR b) 
 Y/E March FY20 FY21E FY22E 
Sales 81.3 72.3 85.8 
EBITDA 16.3 13.8 21.7 
Adj. PAT 9.4 9.1 14.5 
EBIT Margin (%) 20.1 19.1 25.3 
Cons. Adj. EPS (INR) 5.5 9.4 15.1 
EPS Gr. (%) -66.6 71.9 60.7 
BV/Sh. (INR) 97.3 103.1 114.7 
Ratios       
Net D:E 0.0 0.0 0.0 
RoE (%) 10.3 9.4 13.9 
RoCE (%) 9.0 9.3 13.8 
Payout (%) 65.7 38.2 23.8 
Valuations       
P/E (x) 31.9 18.5 11.5 
P/BV (x) 1.8 1.7 1.5 
EV/EBITDA (x) 10.0 11.9 7.5 
Div. Yield (%) 1.7 1.7 1.7 
FCF Yield (%) 0.6 1.0 2.0 
 
Shareholding pattern (%) 
As On Jun-20 Mar-20 Jun-19 
Promoter 4.8 4.8 35.8 
DII 9.8 11.1 11.4 
FII 67.3 68.3 47.1 
Others 18.1 15.9 5.8 
FII Includes depository receipts 
 

 Ad revenues hit, but earnings recovery on cards 
 1QFY21 revenue declined 35% (v/s est. decline of 45%) as ad revenue 

plunged 65% YoY. Subscription revenue grew 5% YoY, leading to better-
than-expected EBITDA of INR2.2b. ZEE5’s OTT witnessed healthy traction 
during the lockdown and formed 13% of subscription revenues. 

 We have revised revenue/EBITDA estimates upwards by 7%/27% for FY21E 
and 13%/74% for FY22E. This is due to the positive management 
commentary for 2HFY21 and positive ad recovery over 2HFY20.  

 However, we remain watchful of losses from OTT, challenging ad economic 
environment and new governance norms. Maintain Neutral with TP of 
INR190.   

 

Subscription revenues remain intact, lower opex supports EBITDA   
 ZEE’s consolidated revenues declined 35% YoY to INR13.1b (16% above 

est.; MOFSL est.: -45%), led by strong beat in advertisement revenues. 
 Ad revenues plunged 65% YoY to INR4.2b (v/s est. 75% due to drop in ad-

spends owing to the COVID-19 impact). Subscriptions grew 5% YoY to 
INR7.4b, majorly driven by OTT platform – ZEE5. Revenues from 
sales/services grew 30% YoY to INR1.5b on movie sale rights to the OTT 
platform. 

 Total operating expenses dropped 19% YoY to INR10.9b, due to fall in 
production/SG&A expenses, as production activities ceased during 1QFY21.  

 EBITDA, thus, plummeted 67% YoY to INR2.2b (165% beat). The company 
also reported FV loss of INR1.1b due to change in market price of 
redeemable preference shares. 

 Finance expenses/other income declined 78%/75% YoY to 
INR45m/INR264m.   

 Adjusted PAT plunged 73% YoY to INR1.4b. Reported PAT declined 94% to 
INR304m. 

 
Highlights from management commentary 
 Purchase of movie rights should moderate from FY21. Working capital and 

inventory is expected to decline from FY21. 
 ZEE is targeting to grow ad revenues from 2HFY21. Domestic subscription 

growth should moderate in FY21. 
 Management remains committed to a target >50% PAT to FCF conversion 

from FY22E. 
 Sugarbox investments are delayed due to the COVID-19 impact. 

 
  

 
 

 

18 August 2020 

    1QFY21 Results Update | Sector: Media  

Zee Entertainment 

Motilal Oswal values your support in the 
Asiamoney Brokers Poll 2020 for India 
Research, Sales and Trading team. We 

request your ballot. 

http://ftp.motilaloswal.com/emailer/Research/Z-20200818-MOSL-RU-PG014.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


 
 

19 August 2020 15 
 

Valuation and view 
 Typically, ad growth is a lagging indicator to economic growth which remains 

challenging in the current environement. Further risk of margin pressure 
remains from over INR1.5b quarter loss in OTT investments.  

 However, since 4QFY20, management has highlighted that it is highly committed 
to bring in increased governance/higher transparency toward investment in 
financial assets, working capital and high governance (including a robust and 
independent board). 

 We continue to remain watchful of the evolving business situation and 
governance measures, including the admission of new board members over the 
next few months and increase in financial disclosures for investors.  

 We have raised our FY21/22E revenues estimates by 7%/13% building FY22E ad 
revenues at par with FY20. This was due to management hinting at recovery in 
the ad market and minimum impact from NTO 2.0 on subscription revenues.  

 We have factored in EBITDA margin at 25% for FY22E, despite management 
guidance of 30%. We have factored in 19% revenue growth and 10% operating 
cost increase in FY22E, while considering inflationary cost increase in operating 
cost and ~12% increase in production cost.  

 Thus, we expect revenue/EBITDA/PAT CAGR of 3%/15%/24% over FY20-22E. The 
stock trades at FY22E EPS of 11.5x and we value ZEE at 13x FY22E EPS of INR15. 
The challenging ad revenue environment in the near term and uncertainty over 
NTO 2.0 regime, leads us to maintain Neutral with a target price of INR190. 

 
Consolidated - Quarterly Earning Model 

       
    

 
(INR m) 

Y/E March FY20 FY21E FY20 FY21 

1Q v/s 
  1Q 2Q 3Q 4QE 1Q 2Q 3Q 4Q FY21E Est (%) 
Revenue 20,081 21,220 20,487 19,511 13,120 17,405 19,926 21,836 81,299 72,288 11,293 16.2 
    YoY Change (%) 13.3 7.4 -5.5 -3.4 -34.7 -18.0 -2.7 11.9 2.5 -11.1 -43.8   
Total Expenditure 13,484 14,291 14,829 22,349 10,921 13,989 15,516 18,033 64,953 58,459 10,464 4.4 
EBITDA 6,598 6,929 5,658 -2,839 2,199 3,416 4,410 3,804 16,346 13,828 830 165.1 
    EBITDA Margin (%) 32.9% 32.7% 27.6% -14.5% 16.8% 19.6% 22.1% 17.4% 20.1% 19.1% 7.3% 9 
Depreciation 690 583 656 778 719 684 684 650 2,706 2,736 684 5.0 
Interest 205 180 200 864 45 120 120 195 1,449 481 120 -62.4 
Other Income 1,039 681 710 407 264 325 325 386 2,836 1,300 325 -18.8 
Fair Value through P&L gain/(loss) 679 -88 -401 -2,787 -1,123 0 0 0 -2,597 -1,123 0   
PBT before EO expense 7,420 6,760 5,110 -6,860 576 2,936 3,930 3,345 12,430 10,787 350 64.5 
Extra-Ord expense  0 1,706 0 1,137 0 0 0 0 2,843 0 0   
PBT 7,420 5,054 5,110 -7,997 576 2,936 3,930 3,345 9,587 10,787 350 64.5 
Tax 2,146 921 1,622 -372 284 739 989 842 4,317 2,854 88 221.9 
    Rate (%) 28.9 18.2 31.7 4.7 49.2 25.2 25.2 25.2 45.0 26.5 25.2   
MI & P/L of Asso. Cos. -31 1 -6 42 -11 1 -6 42 5 25 -31   
Reported PAT 5,306 4,132 3,494 -7,667 304 2,197 2,947 2,461 5,265 7,909 293 3.6 
Adj PAT 4,596 5,616 3,889 -4,671 1,416 2,197 2,941 2,503 9,429 9,057 262 440.3 
    YoY Change (%) 32.2 37.4 -25.9 -257.4 -69.2 -60.9 -24.4 -153.6 -40.2 -3.9 -94.3   
E: MOFSL Estimates 
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BSE SENSEX S&P CNX   CMP:INR240     Buy 38,528 11,385 
 

Conference Call Details 
Date: 19th August 2020 
Time: 03:30pm IST 
Dial-in details: Registration Link 

 
 

Financials & Valuations (INR b) 
Y/E Mar 2020 2021E 2022E 
Sales 22.2 23.5 30.6 
EBITDA 4.7 4.4 5.8 
PAT 2.0 1.7 2.8 
EBITDA (%) 21.1 18.5 19.0 
EPS (INR) 14.5 11.8 20.2 
EPS Gr. (%) -18.3 -18.4 70.7 
BV/Sh. (INR) 115.5 126.1 145.1 
Ratios    
Net D/E 0.1 0.1 -0.3 
RoE (%) 13.4 9.8 14.9 
RoCE (%) 13.9 10.3 15.1 
Payout (%) 6.8 10.1 5.9 
Valuations    
P/E (x) 16.6 20.3 11.9 
P/BV (x) 2.1 1.9 1.7 
EV/EBITDA (x) 7.6 8.1 4.9 
Div Yield (%) 0.4 0.4 0.4 
FCF Yield (%) 5.6 8.2 9.5 
 

 Earnings beat; Revenue growth a surprise during 
COVID-19  
 Revenue grew 3% to INR4.8b. The positive growth comes as a surprise, 

and overall, was 60% ahead of our expectations. 
 EBITDA was up 5% to INR943m (2x of our expectation). 
 Lower depreciation and interest income aided profitability, although it 

was slightly offset by lower other income and higher tax rate. 
 Thus, KNR reported adj. PAT of INR398m (-16% YoY), which was much 

better than our expected loss of INR82m. 
 
 
 
 

 
Quarterly performance                       (INR m) 
Y/E March FY20 FY21E FY20 FY21E MOSL   
  1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q     1QE Var (%) 
Net Sales 4,646 5,232 5,579 6,756 4,794 5,000 6,500 7,240 22,212 23,534 3,000 60 
    YoY Change (%) -13.9 25.7 24.3 -5.6 3.2 -4.4 16.5 7.2 4.8 5.9 -35.4   
Total Expenditure 3,746 4,154 4,335 5,287 3,850 4,100 5,200 7,981 17,522 19,180 2,550   
EBITDA 900 1,078 1,244 1,469 943 900 1,300 -741 4,691 4,354 450 110 
    Margins (%) 19.4 20.6 22.3 21.7 19.7 18.0 20.0 -10.2 21.1 18.5 15.0   
Depreciation 389 475 517 538 331 500 525 701 1,918 2,057 500   
Interest 90 98 142 145 102 120 100 116 474 438 130   
Other Income 168 36 70 73 61 80 90 135 346 366 70   
Extra-Ord expense 0 280 -67 0 0 0 0 0 213 0 0   
PBT 589 541 655 859 571 360 765 -1,423 2,644 2,225 -110 NA 
Tax 112 120 186 187 173 91 193 103 605 560 -28   
    Rate (%) 19.0 22.1 28.4 21.8 30.3 25.2 25.2 -7.3 22.9 25.2 25.2   
Reported PAT 477 701 402 672 398 269 572 -1,526 2,252 1,665 -82 NA 
Adj PAT 477 421 469 672 398 269 572 -1,526 2,039 1,665 -82 NA 
    YoY Change (%) -16.6 -6.5 -10.0 -29.0 -16.6 -36.0 21.9 -327.1 -18.3 -18.4 -117.2   
    Margins (%) 10.3 8.0 8.4 9.9 8.3 5.4 8.8 -21.1 9.2 7.1 -2.7   
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BALAJI AMINES: Expecting 7-10% growth from pharma segment; 
D RAM REDDY, MD 
 Expecting 7-10% growth from pharma segment. Capacity utilisation at 80-85% 

currently. 
 Taken up greenfield project for production of ethyl amines, to be operational by 

end of month 
 RM prices stable so far. 
 Expect chemicals SUB to be profitable by year end. Demand in segments other 

than pharma & agrochem back to pre-COVID levels.  
 
AMBER ENTERPRISES: ROOM AC industry has recovered to 65-
70%; JASBIR SINGH, CEO 
 ROOM AC value addition at 25-30% in India, can go to 85-90% with policy aid 
 ROOM AC industry has recovered to 65-70%. Expect business to turnaround by 

September. 
 Bagged orders worth INR 1.15bn for metro AC & railways. 
 New customers are talking to company because of “VOCAL FOR LOCAL”. +ve on 

rural market outlook going ahead. 
 China +1 strategy bringing more MNC clients in room AC’s. Company likely to 

see some growth post Q3/Q4  
 
KANSAI NEROLAC: See strong demand from tier 2 & 3 cities; 
HM BHARUKA, MD 
 Company seeing good traction In rural India. See strong demand from tier 2 & 3 

cities.  
 Demand has been improving every month. Demand for decorative paints better 

than pre-COVID levels. 
 Autos continue to be a concerning area for company. 
 Not lost market share despite high competitive intensity.  
 
DLF LIMITED: Expect Q2 to be better than Q1, normalcy by Q3; 
ASHOK TYAGI, GROUP CFO 
 Retail Malls worst hit segment. Expect slow revival. 
 Mall segment seeing 30-40% bounce back from lows. 
 Expect Q2 to be better than Q1, normalcy by Q3. 
 Construction activity at 65-70% of Pre-COVID levels. Office collections at 95% 

mark, individual tenants asking for renegotiation.  
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MARKETS’ TRYST WITH DESTINY IN NEW INDIA 
 While India is an ancient civilisation, it is a young nation and on a per capita 

basis still largely poor. But in constant 2010 US dollars terms, India’s per capita 
GDP did increase from $330 in 1960 to $581 in 1990 to $2169 in 2019. Assuming 
$2000 for 2020, it has gone up six times in 60 years with most of the increase in 
recent decades. Yet this is only the beginning. Ignore the gloom and doom about 
India that you have no doubt been hearing, which has been further exacerbated 
because of the pandemic. Long term factors such as demographics and 
technological innovation, mid-term factors such as improvements in 
governance, and relatively short term factors such as a weaker dollar are going 
to be massive tailwinds for the India story. India is likely to have the largest 
group of people aged between 25 and 65 years around 2030. In that group, 
India has around 670 million compared to China at 820mn. Over the next 25 
years, India’s working age population is likely to increase to around 920mn and 
China’s will decrease to 720mn. That is a relative shift of a third of a billion 
people! The age group of 0-24 years is 45% of our total population and the 
dependency ratio (the young and the old divided by the working age population) 
would improve from around 100%to 85% by 2040 for India while China’s 
dependency ratio could worsen from 70% to 95%during the same period. It is 
not just quantity, but also quality. The literacy rate for women over the age of 
25 is 58%, while the literacy rates of females in the age group of 15-24 years is 
90%. This is close to the 93% literacy rate among males of the same age group. A 
correlation is seen between the working age population ratio and gross 
domestic savings as a fraction of GDP. In the last few years this has not 
happened because of a general slowdown.  

 
 
WARREN BUFFETT SOURS ON BANKS AND LIKES GOLD 
 Dumping bank shares and investing in a gold miner? It certainly doesn’t sound 

like a Warren Buffett move, but that’s exactly what the investing guru’s 
company did in the second quarter, according to a regulatory disclosure Friday. 
It’s not a good sign for markets.  Buffett, the fifth-richest person in the world, 
has loved few things more in his life than sweets, soda and compound interest 
— but banking stocks have come pretty close. Buffett was there to boost them 
during and after the last crisis, and he’s remained a top shareholder in most of 
the big U.S. banks. That’s why it’s so jarring that Buffett’s Berkshire Hathaway 
Inc. sold 62% of its stake in JPMorgan Chase & Co. and cut 26% of its Wells Fargo 
& Co. holdings last period amid the Covid-19 crisis. The conglomerate also pared 
back positions in other financial-services firms including PNC Financial Services 
Group Inc., M&T Bank Corp., Bank of New York Mellon Corp., Mastercard Inc. 
and Visa Inc. Berkshire all but exited Goldman Sachs in the first quarter — in the 
first of Buffett’s worrying signals — and finished the deed in the second.  
Berkshire also did away with its leftover airline positions — a move Buffett 
previously disclosed — and a stake in Burger King parent Restaurant Brands 
International Inc. Perhaps most telling was that Berkshire’s only new purchase 
was Barrick Gold Corp., a gold-mining giant. 

  

From the think tank 

https://www.livemint.com/opinion/online-views/opinion-markets-tryst-with-destiny-in-new-india-11597458155080.html
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