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Maruti Suzuki Below our estimate: Higher cost hurts
margin; order backlog strong
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Market snapshot

Equities- India Close Chg .% CY20.%
Sensex 46,874 -1.1 13.5
Nifty-50 13,818 -1.1 13.4
Nifty-M 100 20,990 -0.6 22.4
EquitiesGlobal Close Chg.% CY20.%
S&P500 3,787 1.0 16.3
Nasdaq 13,337 0.5 46.7
FTSE 100 6,526 -0.6 -14.2
DAX 13,666 0.3 21
Hang Seng 11,334 2.7 0.1
Nikkei 225 28,197 -1.5 19.2
Commaodities Close Chg.% CY20.%
Brent (US$/Bbl) 55 -0.3 -17.4
Gold ($/02) 1,843 0.0 215
Cu(US$/MT) 7,880 0.7 27.8
Almn (US$/MT) 1,983 -0.2 11.7
Currency Close Chg .% CY20.%
USD/INR 73.0 0.2 25
USD/EUR 1.2 0.1 8.1
USD/JPY 104.2 0.1 -4.2
YIELD (%) Close  1MChg ?I:SO
10 Yrs GBec 5.9 -0.02 -0.6
10 Yrs AAA Cory 6.6 -0.02 -1.0
Flows(USD b) 28-Jan MTD Cy21
Flls -0.51 2.58 3.09
DllIs 0.24 -1.97 -2.21
Volumes (INRb) 28Jan MTD* YTD*
Cash 768 771 771
F&O 77,232 36,661 36,661

Note: *Average
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than offset operating leverage benefits. Gross margin declined 250bp QoQ
160bp YoY) impacted by RM cost inflation (+3pp Qo0Q), poor mix, and hight
discounts (+70bp QoQ). EBITDA margin fell 70bp-8@bp(QoQ) to 9.5% (v/s
our estimate of 11.3%) due to weaker gross margin and higher staff cost.
Fresh bookings have been positive. The current order backlog stands at
vehicles. Currently, there iorimpact on part supplies.

We lower our FY21E/FY22E EPS by 6%/2% to factor in higher cost, whi
diluted by volume upgrades, lower depreciation, and higher other incom
While MSIL has seen a strong demand recovery, commaodity cost inflatic
delayedmargin recovery. We expect a gradual margin recovery as cost i
absorbed over the next-3 quarters. Strong demand and stable competiti
positioning would drive convergence of P/E towards its-fiear average of
~30x. Maintain Buy.
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Investors areadvised to refer through important disclosures made at the last page of the Research Report.

Motilal Oswal research is available on www.motilaloswal.com/Institution&lquities, Bloomberg, Thomson Reuters, Factset and S&P Capital.



MoOTILAL OSWAL | M hoia In the news today

(% Kindly click ortextbox for the detailed news link

Govt extends ban on US economy shrank 3.5% in 2020 after growing 4% last quar
international flights till Feb Stuck in the grip of giral pandemic, the US economy grew at a 4%
end annual rate in the final three months of 2020 and shrank last year |
The Indiangovernment on the largest amount in 74 years. For 2020 as a whole, a year when
Thursday extended the coronavirus inflicted the worst economic freeze since the end of
suspension of scheduled World War I, the economy contracted 3.5% and clouded the outloc
commercial international flights for the coming year. The economic damage followed the eruption ¢
till 11.59 pm on February 28, the pandemic 10 months ago and the deep recession it triggered, \
2021 in the wake of novel tens of millions of Americans left jobless

coronavirus pandemic. This
restriction, however, will not
apply to internationaX

Airtel adds more subs than
Jio for 4th straight month in
Nov, Vodafone ldea loses
more: Trai

Bharti Airtel added more mobile India could unveil plan to
phone users than market leader boost oilseeds output, cut

Reliance Jio Infocomm for the veg oil imports in Budget
fourth straight month in 2021: Sources
November 2020, signalling that  |qja is likely to announce a five

AlUQa aduAKofthed Ay year plan to cut expensive
customers leaving Vodafone Ide: vegetable oil imports wortl$10
(Vi), which continued to cede billion a year in next week's
ground to its stronger rivalé federal budget by providing
farmers with financial incentives
to switch to oilseeds from grains,
said three senior government
officials. Higher oilseed

NALCO to buy back Rs 740 Sundaram AMC to take over ~ Production in India, the world's -
shares Principal Mutual Fund in biggest buyer of cooking oils, will
Stateowned NALCO will buy India cutlpalm i migents frqm d tri
back Rs 749 crore worth of In a big development, Sundaran iz a_3|/5|adand I;I1done3|_(i1 L
shares, DIPANbecretary Tuhin Asset Management Company Soyoll and suntiower of

purchases from Brazil, Argentina

Kanta Pandey said on Thursda Limited has announced the . )
y Y Russia and Ukraine

The government currently holds  purchase of the asset

51.50 per cent stake in the management businesses of
company and would tender Principal Asset Management PV
shares proportionate to its Ltd. Sundaram will acquire the
holdingX schemes managed by Principal

Asset Managememnt
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3QFY2Results Updaté¢ Sector: Automobiles
Estimate change 1 CMP: INR7,586 TP: INRY;0D®Y0) E
TP change ) . _ :
Rating Cgange - Below our estimate: Higher cost husimargin; order backlog strong
Strong demand environment to enable coabsorption

Bloomberg MSILIMNA a{ L[ Q& ovC,HM 2LISNI dAYy3I LISNF NI
"\Eﬂqgity ?&aéij/&ab) N 322 more than offset operatingleverage benefits. Whilthe demand

.Cap. . R ] q . . .
52Week Range (INR) 8200 ] 4002 environment is strong, cost absorption would be gradual keeping margi
1,6, 12 Rel. Per (%) 2/-1/-6 check for FY22.
12M Avg Val (INR M) 8644 A We lower our FYHAFY2EEPS by 6%/2% to factor in higher ¢ogtich is

Financials & valuation§INR b)

Y/E MARCH 2020 2021E 2022E
Sales 756 708 932
EBITDA 73.0 575 984
Adj. PAT 56.5 49.3 80.5
EBIT Margin (%) 50 38 7.1
Cons. Adj. EPS (INF 188.0 164.5 269.9
EPS Gr. (%) -256.8 -125 64.1
BV/Sh. (INR) 1,603 1,694 1,901
Ratios

ROE (%) 11.7 9.6 14.0
RoCE (%) 146 12.0 17.9
Payout (%) 38 36 37
Valuations

P/E (x) 404 46.1 28.1
P/BV (x) 47 45 40
Div. Yield (%) 08 08 1.3
FCF Yield (%) 00 17 26

Shareholding pattern (%)

As On Dec20 Sep20 Decl9
Promoter 56.4 56.4 56.2
Dl 15.7 16.8 15.6
Fll 23.1 21.9 23.2
Others 4.9 5.0 5.0

Fll Includes depository receipts

diluted by volume upgrades, lower depreciatjiandhigher other income.
MaintainBuywith a TP of INR9,0@8hare (27x Maf3E consoidated EPS)
Higher cost impacts margirgreaterother income suppots PAT
A Revenue/EBIDTA/PAT grew 13%/6%/24&Y irBQFY210
~INR234.5b/INR22.3b/INR19.4the same i®MFY2Xell 19.3%/43%/30%.
A Net sales grew 13.3% to INR234.%ith net realizations flat YoY0(8%
QoQ) to INR473k (visur esimate ofINR475.6k) due to higher discounts
and adverse mix. Discounts increased QoQ to INR20.1k/unit (v/s
INR17.3KINR33k in 2QFYZ23QFY20).
Gross margin declined 250bp QoQ&0bp YoY) impacted by RM cost
inflation (+3pp Qo0Q), poor migand higher discounts (+7pQ0Q).
EBITDA margiiell 70bp YoY-80bp QoQ) to 9.5% (visur estimate of
11.3%) due to weaker gross margin and higher staff cost. EBIT nasgin
30bp YoY (+10bp QoQ) to 6.3% (Wis expectation 0f8%) due to lower
depreciation. Higher other incomeobsted PAT growtby 24% to INR19.4t
(v/s our esimate ofINR20.3b).
Highlights fromthe management commentary
A Post festive demand, better than expected and contrary to its expectati
demand didn't decline. Fresh bookings have also been positive. Currer
order backlog stands at 215k vehicles, with alerinventory at 21k unit:
atil KS 0S3IAYYAYI 2F WEYQHMOD
Currently, there is no impact on part supplies. However, the manageme
monitoring the situation closely as some OEMs are impacted.
Replacement demand (at 19% of sales v/s 26% last year) is yet to see
improvement. Rural markets (over 40% of volumes) and CNG (+18% Y
9MFY21) have done much better.
Capacity utilization isear~100%. 3QFY21 has already seen good oper
leverag benefits. As it adds capacity, MSIL would have a negative imp
the interim. It expects marketing cost to increase from the lows of FY21
Valuation and view
A While MSIL has seerstrong demand recovery, commodity cost inflation
has delayed margin rewery. We expech gradual margin recovery as cos
absorbed ovethe next 23 quarters. Strong demand and stable competi
positioning would drive convergence of/E towarddts 5year ag. of ~30x.
A The stock trades at 28.1x/22.8¥ 22/FY23E consol. EPS. We value the ¢
G HTE al NRHo9 O2ya2f dyedriagP/B V/di25x
earlier to factor in foistrong demand & stable market share). Maint&ay.

b=

b=
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S/A quarterly perf. (INRm)

Y/EMarch FY20 FY21 Fy2C FY21E 3QFY21E
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4QE

Net operating revenue 1,97,19¢ 1,69,853 2,07,06€1,81,987 41,065 1,87,445 2,34,5782,44,8347,56,106 7,07,922 2,35,852

Change (%) -12.2 -23.6 5.3 -15.2 -79.2 10.4 133 345 -121 -6.4 13.9
EBITDA 20,478 16,063 21,021 15,464 -8,634 19,336 22,261 31,880 84,772 64,843 26,592
EBITDAnargin (%) 10.4 9.5 10.2 8.5 -21.0 10.3 9.5 13.0 11.2 9.2 11.3
Depreciation 9,186 9,261 8,580 8,230 7,833 7,659 7,413 8,511 35257 31,416 7,800
EBIT 11,292 6,802 12,441 7,234 -16,467 11,677 14,848 23,370 49,515 33,428 18,792
EBITmargin (%) 5.7 4.0 6.0 4.0 -40.1 6.2 6.3 9.5 6.5 4.7 8.0
NonOperating Income 8,364 9,200 7,840 8,804 13,183 6,025 9,937 4,246 34,208 33,391 7,000
PBT 19,109 15,720 20,064 15,755 -3,457 17,478 24,498 27,450 82,394 65,969 25,562
Effective Tax Rate (%  24.9 13.6 22.0 18.0 27.9 21.5 208 207 17.2 20.6 20.5
Adjusted PAT 14,355 13,586 15,648 12,917 -2,494 13,716 19,414 21,756 68,252 52,392 20,322
Change (%) -27.3 -35.3 5.1 -28.1 -117.4 1.0 241 684 -15.1 -23.2 29.9
Key perf. indicators
Y/E March FY20 FY21 Fy2C FY21E
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4QE
Dom. PV Market Sine (%) 51.6 49.5 51.9 54.4 42.8 50.1 50.7 51.9
Volumes (‘000 units) 402.6 338.3 4374 3844 76.6 393.1 4959 516.9 1,562.6 1,482.6
Change (%) -17.9 -30.2 2.0 -16.2 -81.0 16.2 13.4 34.5 -16.1 -5.1
Discounts (INR '000/car) 16.9 25.8 33.0 19.1 25.0 17.3 20.2 23.9
%of Net Reakations 35 5.1 7.0 4.0 47 3.6 4.3 4.9
Net Realizations (INR
'‘000/car) 489.8 502.1 473.4 4735 536.1 476.8 473.0 473.6 4839 477.5
Change (%) 7.0 9.5 3.2 1.2 9.4 -5.0 -0.1 0.0 4.8 -1.3
Cost Brealup
RM Cost (%f sales) 70.1 71.2 70.9 70.3 71.5 70.0 72.5 70.7 70.3 71.1
Staff Cost (% of sales) 4.4 49 4.2 4.5 17.8 4.4 4.0 35 4.5 4.7
Other Cost (% of sales 15.2 14.4 14.8 16.7 31.7 15.3 13.9 12.9 14.0 15.0
Gross Margin (%) 29.9 28.8 29.1 29.7 28.5 30.0 27.5 29.3 29.7 28.9
EBITDA Margin (%) 10.4 9.5 10.2 8.5 -21.0 10.3 9.5 13.0 11.2 9.2
EBIT Margin (%) 5.7 4.0 6.0 4.0 -40.1 6.2 6.3 9.5 6.5 4.7
E:MOFSlestimates
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Company Updaté¢ Sector: Telecor

Bharti Airtel

e NS % CMP:INR71  TP: INRS50(+14%) Buy

%

dirtel

Bloomberg BHARTI |
Equity Shares (m) 5,456
M.Cap.(INRb)/(USDb)  3114.6/42.¢
52-Week Range (INR) 612 /381
1, 6,12 Rel. Per (%) 10/-21/2
12M Avg Val (INR M) 11275
Free float (%) 43.8

Financials & Valuation@iNR b)

Y/EMarch FY20E FY21F FY22E
Sales 875.41,022.41,097.2
EBITDA 366.1 464.4 544.0

Adj. PAT -40.7 95 238
EBIT Margin (% 41.8 454 496
Adj. EPS(NR) -75 17 44
EPSGr. (%)  -14.6 -123.2 152.1

BV/Sh. (INR) 141.4 114.7 119.1
Ratios

Net D:E 15 2.0 1.9
ROE (%) -55 1.4 3.7
RoCE (%) 3.6 151 6.7
Payout (%) 0.0 0.0 0.0
Valuations

EV/EBITDA (x) 12.2 9.5 8.0
P/E (x) -76.5 329.3 130.6
P/BV (x) 4.0 5.0 4.8
Div Yield (%) 0.0 0.0 0.0

Shareholding pattern (%)
As On Dec20 Sep20 Decl9
Promoter 56.2 56.2 62.7

DIl 21.8 21.7 14.1
Fll 17.8 17.6 16.5
Others 4.2 4.5 6.7

Fll Includes depositomgceipts

Stock Performance (Year)

——Bharti Airtel Sensex - Rebased
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Bharti successfully demonstrates 5G use case

DKENIGA 'ANGSE 2y Hy WHYyQum fFdzy OKSR
Hyderabad on a nosstandalone network basis (i.e. fall back on 4G network) on
1,800MHz. This makes Bharti ready to rollout 5G service. The idea is to showce
its capabilities in 5G and push the 5G ecosystem of app, content, and services.
There is no incremental capex as it would over time offset 4G capex and part of
the investmentwould be fungible. We think 5G deployment for commercial use i
still more than a couple of years away as spectrum availability and ecosystem
development would take much longer, while 4G still has a long way in fulfilling it
true potential.

Keytakeaways

A Plan to tackle RJio and VIDver the past ongear, Bharthas
demonstratedits 5G capability in labs. Ngwt hasdemonstratedthe
sameoveracommercial network. In Hyderabathe service has gone
live in Airtel storesThe company isufly 5Gready across all domains.
Once goernmernt approval is received and thereadequatespectrum
available it can be rokd out to consumers.

Capex outlookThecompany hagovered 400k villagesith 4G. Now
the network is 5G ready. Incremental capex f@ @ould be offset by
4G capex, sthe samewould be limited.

5G use case in Hyderaba8o farit is only available for testingt its
own storesin HyderabadThe companyeeds permission to provide
the sameto customers. In lahdatency and speed is 10x better than,4
with 3Gbps speed achieveDuring thelive demonstrationit achieved
a speed oBOOMbps.

Currently 5Ghas beeraunched orthe 1,800MHz band.

Best band for 5GIn the first phasethe companyneeda larger chunlof
spectrum which is available in 3.5GHa deployon anon-standalone
(NSA) networkwhich would bethe best approactior deployment.
Bharti can starbGoperationswithout 3.5GHzpectrum Butthe latter
would play an important part as the true powef 5Gwould be
achieved only with good quantity of 3.5G$zectrum

Additional mid-band spectrum requirementBharti hasa high presence
in mid-band spectrum. It haalarge chunk of spectrum between
1,800MHzand2,100MHz. It also has stbiga bandgpectrum in almost
all circlesexceptin 7-8 circleswhich can be ovetime re-farmed for
5G.

Best deployment approachNSA deployment can be better as ibwd
complementits existing 4G network. Standalone (SA) network rollout
would requireanew core.Sq initial deployment vould be on NSA and
then for certain pocket# would bedeployed on aSAnetwork.

b=
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Equipment and device partneiEricsson is partnering with Bharti for 5G
implementation. It is partnering with multiple handset OEMsdevices.
Official launch of 5GThe &unch of 5G wuld happen onlywhenatrue 5G
experience can be delivered. Thiswid be dependenbn availability of
reasonable quantiesof spectrum inthe 3.5GHz bandt can also be
implemented byre-farming lower spectrum bands, but it would be premature
to do so at this point of time given the readiness of 4G v/s 5G at preléemid
when enough quantity of spectrum the mid-bandis available, then it can be
rolled out in a matter of months

Caoncerns about local standardt) The ecosystem should be a common global
system so that device prices are lower and interoperableTBgre is a eedfor
an ecosystem of devices, conternd applicatios. 3)Bharti is verking with
partners to make Indi@pecific solutions.

Focus on device pricind®hartihas 1m 5G ready phone customers on its
network, with ahandset cosbf INR20k. However, prices should be in INREK
range forthe masses to adopt il technology.The company woulte working
with all device partnesto bring 5G device® India at affordable prices.
Commercial application5Gwould require anecosystem of innovation. If it is
only used for better speedéi K Sy A (ithedesyuseibthis t&chnology.
With 100x concurrency aragher speed/latency, there can be multiple
alternative use of 5G like VR, AR, Airtel broadbaixi

Role of GRAN:O-RAN is one of the waysr 5Gdeployment. Bharti is trying
open RAN an@engaged with many strategic partnetsis happy to adopt
other technologes that offer thebest experienceat lower cost. Ovetime, the
open interface may becoethe new norm as most network equipmenwid
be interoperable.

Competition with space technologieSpace driven technology are mostly used
in remote areas. It does nobffer the capacity that wiredbGtechnology can
offer. Sqit would at besttomplement5Gtechnology instead of competing.
ARPU uplift with 5GARPU in India is very low and neéalrise toINR20O and
then to INRBOO.

>
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MoTiLAL OSWAL AN 28 January 20:
| M- inoia FLASH 3QFY21 Results FlgsBector: Consume
BSE SENSEX S&P CN; .
46874 13,816 CMP: INR716 Neutral
Beat on all fronts

Conference Call Details Consolidated perf
PNy Date:29" Jan 2021 N onsolidated per orm?nce
W ~ W Time:4:30pm IST A Net sales grew 19.3% YoY to INR23b (est. INR21.8b).

Call® Diakin details- A Revenues for th€onsumer & Bazaar (C&B) segment were up 25.1% Yo

R 91 29 6980 1259 / INR18.5bwith segmental EBIT growing 43.5% YoY to INR6.5b. Segmen

+91 22 7115 8160 EBIT margins expanded 450bp YoY to 34.9%.
A Revenues for th®2Bsegment grew 2.7% YoY to INR4Bith segment

Financials& Valuatiors (INR b) margins down 300bp YoY to 11.7%.
Y/E March 20202021E2022E2023E A  Overall gross margins expanded 100bp YoY to 54.8%.
Sales 729 672 834 948 A |ower employee expenses apercentagef sales (down 90bp YoY to 11.:
EE'I'BTSD?' (%) éé 1;2 ig'é ;i'i and lower other expenses agarcentageof sales (down 190bp YoY to
EBITDA Margin (9 21:6 23:1 22:6 22:6 15.6%) led to EBITDA margin expansion by 380bp YoY to 27.9% (est. 2
Adj. PAT 11.7 10.6 13.0 15.1 A EBITDA grew 38.4% YoY to INR6.4b (est. |NR55b)
Adj. EPS (INR) 23.1 20.8 257 29.8 A PBT grew 32.4% YoY to INR6b (est. INR5.2b).
EPS Gr. (%) 24.5 -10.0 233 16.0 A Adj. PATwas up29.1% YoY to INR4.4b (est. INR4D).
BV/Sh.(INR) 87.7110.0126.5147.1 A 9MFY21 salesETDA/PAT declined 12%/4.3%/17.1% YoY.
Ratios
RoE (%3 27.3 21.1 21.7 218 giandalone performance
ROCE (%) 250 19.6 20.7 208 A Overall sales volume and mix growth stood at 19% YoY, whereas C&B
Payout (%) 30.4 36.0 29.2 252 :
Valuations segment volume and mix grew by 22% YoY
P/E (x) 743 825 669 577 A Netsales grew 17.6% YoY to INR19.6b.
P/BV (X) 19.6 15.6 13.6 11.7 A C&B segment revenues were up 20.4% YoY todblFBegmerdl EBIT grew

EV/EBITDA (x) 54.3 54.4 445 387 33.5% YoY to INR5.9b. Segmental EBIT margins expanded 360bp YoY
Div. Yield (%) 04 04 04 04 B2B segment revenues grew 10% YoY to INR3.8b. Segment margins d
130bp YoY to 15.2%.

Overall gross margins expanded 110bp YoY to 524&BITDA margins
improved350bp YoY to 29.3%.

EBITDA grew 33.4% YoY to INR5.7b.

PBT grew 26.6% YoY to INR5.5b.

Adj. PAT grew 23.9% YoY to INR4.1b.

b=

> > > b=
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Consolidated; Quarterly Earnings Model (INR m)
Y/E March FY20 FY21 FY20 FY21E FY21 Var.
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4QE 3QE (%)
Net Sales 20,166 18,066 19,266 15,447 8,778 18,803 22,990 16,666 72,945 67,238 21,770 5.6
YoY change (%) 10.0 2.8 4.2 -5.8 -56.5 4.1 19.3 7.9 3.1 -7.8 13.0
Gross Profit 10,361 9,644 10,363 8,552 4,694 10,520 12,588 9,627 38,920 37,428 12,191
Margin (%) 514 534 538 554 535 559 548 578 534 557 56.0
EBITDA 4,437 3,682 4,632 3,009 664 5,126 6,408 3,315 15,760 15,513 5,541 15.6
YoY change (%) 16.3 05 375 7.9 -85.0 39.2 384 102 156 -16 19.6
Margins (%) 220 204 240 195 7.6 27.3 279 199 216 231 255
Depreciation 377 402 419 501 461 479 495 531 1,699 1,966 500
Interest 73 83 82 98 91 87 121 39 336 337 85
Other Income 399 558 398 140 200 217 204 297 1,494 918 250
PBT 4,385 3,755 4,530 2,550 312 4,778 5,997 3,042 15,219 14,129 5,206 15.2
Tax 1,444 293 1,084 656 159 1,220 1,548 630 3,477 3,556 1,197
Rate (%) 32.9 7.8 239 257 50.8 255 258 20.7 237 252 230
Adj PAT 2,941 3,462 3,445 1,894 154 3,558 4,449 2,412 11,742 10,573 4,009 11.0
YoY change (%) 224 482 58.0 -23.1 -94.8 28 291 274 251 -100 164
Margins (%) 14.6 19.2 179 123 1.7 189 193 145 16.1 157 184
E: MGrSL Estimates
Standalone Quarterly Performance (INR m)
Y/E March FY20 Fy21
1Q 2Q 3Q 4Q 1Q 2Q 3Q
Sales 17,789 15,717 16,634 13,186 7,724 16,302 19,567
Change (%) 10.6 3.6 4.6 -4.4 -56.6 3.7 17.6
Gross Profit 9,173 8,441 8,976 7,373 4,210 9,213 10,777
Gross Margin % 51.6 53.7 54.0 55.9 54.5 56.5 55.1
Operating Expenses 4,993 4,930 4,682 4,521 3,256 4,494 5,050
% of sales 28.1 314 28.1 34.3 42.2 27.6 25.8
EBITDA 4,180 3,510 4,294 2,852 954 4,719 5,727
EBITDA Margin % 235 22.3 25.8 21.6 12.4 28.9 29.3
Change (%) 16.9 1.3 31.8 8.9 77.2 34.4 33.4
Depreciation 281 303 318 357 348 359 371
Interest 27 36 34 37 34 30 62
Other Income 390 572 391 165 197 225 195
PBT 4,262 3,743 4,334 2,623 769 4,554 5,489
Tax 1,387 280 1,030 657 202 1,162 1,394
Effective Tax Rate (%) 325 7.5 23.8 25.0 26.3 255 25.4
Adj PAT 2,876 3,463 3,304 1,966 567 3,392 4,094
Change (%) 7.7 41.6 47.0 -19.1 -80.3 2.1 23.9
E: MOFSL Estimates
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28 January 202
Results FlashSector: Telecon

Indus Tower

BSE SENSEX S&P CN:
46,874 13,818

CMP: INR41 Neutral

Conference Call Details
Date: 29th Januan2021
W -~ ¥ Time:0230pm IST

W ounin
@ " Diakin details:

-~ +91-11-44449999

Financials & Valuatios(INR b)

INR Billion FY2C FY21E FY22E
Net Sales 201.0 258.2 2715
EBITDA 99.0 121.9 101.3
Adj. PAT 41.7 595 43.6

EBITDA Margin (¢ 49.3 47.2 37.3
Adj. EPS (INR) 225 322 23.6

EPS Gr. (%) 65.7 42.8 -26.8
BV/Sh. (INR) 73.2 93.7 105.5
Ratios

Net D:E 0.1 -04 -06
ROE (%) 29.7 38.6 23.7
RoCE (%) 27.3 356 24.2
Payout (%) 52.0 36.4 49.7
Valuations

EV/EBITDA (x) 44 31 34
P/E (x) 10.8 7.5 103
P/BV (x) 33 26 23
Div. Yield (%) 42 42 4.2

EBITDA up 16% QoQ (8% beat on LTL comparison) on higt
penalty charges

A Proforma consol. revenue increased 5.9% QoQ to INR67 4ibdion LTL
comparison). Rental revenue increased 7.4% QoQ to INR43b (5.4% abc
est.), led by high INR4b epienalty charges and healthy 4.2k tenancy add:
(1.3% QoQ). Energy revenue also improved 3.5% QoQ to INR24b (2.1%
our LTL estimate).

Proforma consol. EBITDA increased 15.6% QoQ to INR35.5b (8% beat (
led by 13% growth in rental EBITDA and reduction in losses in Energy E
Rental EBITDA grew 12.8% QoQ to INR36.1b on INR4b exit penalty che
and healthy margin improvement ah2k tenancy adds. Energy EBITDA lo
also reduced to INR562m v/s INR1.3b in 2QFY21.

The EBITDA margin improved 440bp QoQ to 52.7% on a 400bp improve
in the Rental EBITDA margin (83.7%) and reduction in loss in Energy EE
PBT/PAT was up 21.2%/3% QoQ to INR18.4b/INR13.6b (8.7%/7.7% be:
LTL).

Capex for 3QFY21 stood at INR10.9b (INR8.7b/INR7.2b in 2QFY21/3QF
the QoQ increase was due to the nationwide lockdown; towers added in
3QFY21 stood at 3,416 to 175,510 (v/s 2,464 in 2QFY21).

b~

b~

>

>

>

Key gerating metrics

A Consol net tenancy stood at 4.2k in 3QFY21 v/s 3.5k in 2QFY21. Gross
location exitsvere at 354. Thus, gross adds stood at 4,558. Average shai
factor remained flat at 1.82x in 3QFY21.

Furthemore, notices were receivetbr 4,474 celocation exits, but actual
exitsare yet tohappen.

Rentals per tenant (per month) increased 6.3% QoQ to INR448dtarily
on the inclusion of exit charges. Excludinig, rental per tenant wa-line

(+1% QoQ

>

>

Others

A The board has declared interinivélend of INR17.82/share. Thus, the total
outflow of dividendswould be INR48In FY21.

A The company hdinet debt of INR1.5b/8 INR33b on LTL in 2QFYadda net
cash position of INR13b tife pre-merger entity.
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Quarterly Performance (INR m)
Y/E March FY20 FY21 FY2C FY21E 30
(Consolidated) 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q FY21E Var (%)
Revenue from operations 37,119 36,376 64,432 63,063 60,859 63,591 67,361 66,407 2,00,990 2,58,218 38,173 76.5
YoY Change (%) 1.0 -08 770 752 640 74.8 4.5 5.3 37.8 1,625.7 -40.8
Total Expenditure 18,164 17,593 31,708 34,527 30,279 32,854 31,837 41,341 1,01,992 1,36,311 18,778 69.5
EBITDA 18,955 18,783 32,724 28,536 30,580 30,737 35,524 25,066 98,998 1,21,907 19,396 83.2
YoY Change (%) 247 264 1176 914 613 63.6 8.6 -12.2 65.0 1,669.3 -40.7
Depreciation 7,425 7,453 12,470 13,453 12,681 13,088 14,302 -10,509 40,801 29,562 7,391 93.5
Interest 1,125 1,251 3,012 2,760 3,205 3,297 3,900 3,900 8,148 14,302 1,552 151.3
Other Income 651 349 562 840 339 816 1,056 -49 2,402 2,162 430 145.5
PBT 11,056 10,428 17,804 13,163 15,033 15,168 18,378 31,625 52,451 80,204 10,883 68.9
Tax 2,186 793 4,496 3,299 3,827 3,861 4,778 8,222 10,774 20,688 2,768
Rate (%) 19.8 76 253 251 255 255 26.0 26.0 20.5 25.8 25.4
Reported PAT 8,870 9,635 13,308 9,864 11,206 11,307 13,600 23,403 41,677 59,516 8,115 67.6
Adj PAT 8,870 9,635 13,308 9,864 11,206 11,307 13,600 23,403 41,677 59,516 8,115 67.6
YoY Change (%) 39.0 55.0 1052 623 263 174 22 1373 65.7 669.1 -39.0

E: MGFSL Estimates
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3QFY2Results Updatég Sector: Aviatior

Indigc

CMP:INRL,588 TP: INRB25 (4%) Neutral
Concerns over demand growth and yield surface

Estimate change )

TP change )
Ratingchange -)
Bloomberg INDIGO II
Equity Shares (m) 384
M.Cap.(INRb)/(USDI 611.3/8.4
52-Week Range (INF 1787/ 76¢
1, 6, 12 Rel. Per (%) 5/52/-5
12M Avg Val (INR M 3004
Free float (%) 25.2
Financials & Valuatios(INR b)

Y/E March 2021E 2022E 2023E
Sales 151.3 3455 422.3
EBITDAR 28 788 1029
NP -55.2 174 36.6
EPS (INR) -144 452 953
BV/Sh (INR) 9 488 132.7
Ratios

Net D:E 20.2 -31 -3.2
RoOE (%) -178 156.3 105
ROCE (%) -17.7 197 36.3
Payout (%) 0 12 12
Valuations

P/E (x) -11 35 16.6
P/BV (x) 175.3 324 119
Adj.EV/EBITDAR( 249.3 7.3 4.6
Div. Yield (%) 0 0.3 0.6
FCF Yield (%) 1.7 224 183
Shareholding pattern (%)

As On Dec20 Sep20 Decl9
Promoter 74.9 74.9 74.9
Dil 5.6 7.7 5.7
Fll 17.3 14.8 15.3
Others 2.2 2.7 4.2

Fll Includes depository receipts

A INDIGO reporteih-line ASK15.3b), PLF (72%nd RPK11b) while yield
came inlower than est. at INR3, Tesulting in lowefthan-expected revenue
A The factors highlighted in our repotZ" 5 S O)are at play an increase i
crude oil prices, along with decline in yield, and the slowing of domestic
passenger growth going forward (compared with over the last seven
Y2y GKao ¢2dzZ R AYLI OG O2YLI yASaQ
Passenger denmal and yield were stronger over @t 2 @QH n > 06 d
550Qun 2y NB L2 NI AddiffoRal déBogmers bf ailcraft by
competitors haealso led to pressure on yields
As per daily passenger data published by MoCA, domestic passenger
demandKl & o0l NBf& AYLINRBOSR aza Ay V
6Pka dYpT: AY 5SOQuANO® ! f&az23x F ANJ
WEYQHuM 65SO0Qun al g | RNRLI 2F dH1
Even INDIGO has highlightedncerns over yield. However, the company
expects to maintain better yield with plans such asediying older CEO
aircraftsand replacing theswith NEO aircrafi¢ which are 1Q15%more
fuel-efficientand b) aldingmore domesic routes(added 7 new routes;
improving regional connectivitgiding yield on nommetro routes We build
yield of ~INR3.9 for FY223E (~5% premium tthe last fiveyear average)
We coriinue to believe irthe various preemptive measuresindertaken by
INDIGO to come out strorgfrom the current crisisAlso, the company ha
decided not to raise funds through the approved QIP (curtetati cash of
INRL83.7h, with free cash at INR74.5b).

In-line ASK and RPKield lower than esimated

A In2QFY21, ASKas in line with our est. at 153-41% YoYith PLF at 72¢
(v/s our est. of 73% up from 65% in 2QFY21); thus, RPK stood at 1130t
est.;-51% YoY).

A Yield came in below est. &IR3.7 v/s our est. of INR&% YoY). Thus,
revenue came in at INR49.1448% est.;51% YoYQ RASK was at INR3.2.

A Employee cost was up 8% QoQ (but down 37% YoY) at INR7.4b (in lin
est.)¢ CASK was at INR3.6. EBITDAR was in line with est. at INR9b.

A The company reported PAT loss of INR6.3b v/s our est. loss of INR5.4|

A Capaciy guidance (ASK) for 4QFY21580% YoY.

Valuation and view

A As demand growth remains constraingdn account of the
aforementioned factors and airlines deploy further capacity frorthe
currently constrained 80% (by MoCA), we believe PLF would reratin
~80% in FY22As a resultFY22 RPI§ expectedo be ~7%lower v/s FY20
Despite the current state of uncertainty in the industry, INDIZ®ck
performance over the past one year is up ~1996. value the company at
16x (~33% premium to global peers) FY23E EPS to arfi@egatPrice of
INR1,52%; no significant upside to CMRIaintainNeutral.

b~

b=
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Quarterly performance (INRm)
Y/E March FY20 Fy21 FY2C FY21E FY21 Var.
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 3QE vs est
Net Sales 94,201 81,052 99,317 82,991 7,667 27,410 49,100 67,1463,57,5601,51,323 56,226 -13%
YoY Change (%) 447 310 255 53 919 -66.2 -50.6 -19.1 255 -57.7 -434
EBITDAR 26,522 911 18,042 -127 -15,443 2,806 9,030 6,414 45,348 2,807 8,808 3%
Margins (%) 28.2 11 182 -0.2 -2014 10.2 184 9.6 12.7 1.9 157
Net Rentals 1,288 1,110 1,343 1,226 757 743 642 814 4,967 2,957 1,292 -43%
EBITDA 25,234 -199 16,699 -1,353-16,200 2,063 8,388 5,600 40,382 -150 7,516 12%
Margins (%) 268 -02 168 -1.6 -211.3 75 17.1 8.3 11.3 -0.1 134
Depreciation 9,009 10,287 10,377 10,063 10,964 11,264 11,565 11,906 39,736 45,699 11,264 3%
Interest 4,842 4,235 4,805 4,877 5,097 5,625 5,415 5,362 18,759 21,500 5,625 -4%
Other Income 3,670 4,347 3,986 3,359 3,768 2,878 2,326 3,226 15,362 12,197 3,986 -42%
PBT 15,053-10,373 5,504 -12,934 -28,494 -11,948 -6,266 -8,443 -2,751 -55,151 -5,387 16%
Rate (%) 203 -27 109 325 0.0 0.0 0.0 0.0 9.8 0.0 0.0
Reported PAT 12,005 -10,656 4,905 -8,735-28,494-11,948 -6,266 -8,443 -2,481 -55,151 -5,387 16%
EPS 312 -277 128 -227 -741 -31.1 -16.3 -22.0 -6.5 -1435 -14.0 16%
YoY Change (%) 4,215.7 634 157.0 -248.2 -337.4 121 -227.8 -3.3 -259.1 2,122.5 -209.8
E: MOFSL Estimates
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Estimate changes CMP: INR12 TP: INR9O (+19%) Buy

TP change

Rating change

1
1
-

Impressive topline growth, likely to sustain

Brief overview of 3QFY21 result and stock

Egﬁgﬁgres m) MRESQS A Led by domestic volume growth of 15% (its highest in 34 quarters), MF
M.Cap.(INRb)/(USDt 531.9/7.% exceeded expectations on the sales front, a trend that is likely to contil
52-Week Range (INF 435/ 234 for the next few quarters, with all key segments doing well and a weak
1,6, 12 Rel. Per (%) 2/-8/9 in the next couple of quarters.
12M Avg Val (INR M 1140 4 Strong momentum in key segments, increased confidence, and new
Financials & Valuation§NR b) launches in foods led us to forecast ~12% revenue CAGR between FY
Y/E March 202C 2021t 2022E 2023 FY23E, much higherah the 5% CAGR witnessed over FX0LBAt the sam
Sales 732 787 882 992 time, judicious price increases and expected reduction in commodity ¢
Sales Gr. (%) 0.3 7.0 127 12F from current elevated levels would result in an improvement in operatit
EBITDA 14.7 16.1 18.1 20. margin, which were below expectations in 3QFY21, goingaiat.
EBITDA Margin. 20': 20 20.€ 205 A \while the stock has appreciated nearly 60% since our upgrade to Buy
23}:22;(|NR) 12_'; 1;'; 1;': i‘l‘; al NDHnZ QFfdtdrzya 2F nuEkoconE
EPS Gr. (%) 134 64 131 162 will re-rate further, if the company can elevate its EPS CAGR-20%bove
BV/Sh.(INR) 234 30 317 34: _the nextfew yearsMaintain BUY.
Ratios A
ROE (%) 34c 32 31 34& Slignificant beat on estimates
ROCE (%) 33 302 297 322 A aw/ hQa oons@lidatesnet sales grew 16.3% YoY to INR21V2&
Payout (%) 98.1 88.F 89.E 77.1 our estimate of INR20b). The domestic business grew 16.2% YoY.
Valuations Consolidated EBITDA grew 10.7% YoY to INR4.1b (in line). PBT grew
P/E () 50.6 47.F 42.C 36.2 YoY to INR3.9bn(iine). Adjusted PAT grew 12.9% YoY to INR3.1b (v/s
P/BV (x) 17.€ 13.2 13.C 12.( estimate of INR2.7b).
EVIEBITDA (x) 357 321 285 24t A Consolidated gross margin contracted 220bp YoY to 46(@%our
Div. Yield (%) 1.8 1¢ 21 21 estimate of 48.5%). As a percentage of sales, A&P expenses fell 100b

to 9.1% (absolute A&P spends up 4.39%)Y Other expenses too declinec
Shareholding pattern (%) 80bp to 11.4%. Staff cost marginally increased (60bp) to 7%. EBITDA
As On Dec20 Sep20 Decl9
Promoter 506 596 596 contracted 90bp YoY to 19.5%.
DIl 10.2 10.4 9.7 A Standalone businesd\et sales grew 16.2% YoY. EBITDA/adjusted PA
Fll 243 237 239 5.9%/8.5% YoY. EBITDA margin contracted 180bp YoY to 18.2%. The
Others 6.0 6.2 6.8 domestic business reported volume growth of 15% (v/s our estimate o
Fil Includes depositongceipts 10%).This was the highest quarterly domestic volume growth in the las

34 quarters.

A 9MFY21 sales/EBITDA/PAT grew 3.7%/6.9%/11.4% YOoY.

Highlights from the management commentary

A

>

>

>

In 3QFY21, rural grew 24% YoY, well ahead of the 10% growth in urbe
management expects rural outperformance to sustain.

Aided by strongnomentum and weak base, the company is targeting ~
sales growth, with mideen volume growth, over the next two quarters.
MRCO has taken ~15% price increase in VAHO owing to higher matel
costs, which the management believes is transient.

The managem@ expects copra costs to be flat YoY in FY22. By Ape ¢
it expects segmental marginto returnto Gzt2 @Qun £ SGSTt &

29 January 2021
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Valuation and view

A There is no material change in our EPS forecasts. Ongoing volume growth
momentum in each of its core segments and significantly high growth targets in
the Foods portfolio is encouraging. As highlighted inmmanagement meet
noteAy Wdzy QunX GNIOGA2Y Ay 020K G2LX Ay
earlier fears of an EPS decline i2 EY

A While the jury is still out on the likely success of new product development,
GKAOK g2dz R St S @tb-lorger ®w/edrrings trajeStBrj ainy
valuation multiples, the stock at 42x/36.2x FY22E/FY23E EPS appears to still
provide healthy upsidever next year, with superior outlook than most peers
and a far less volatile international business. We target 43x FY23E EPS, which
gives us a TP of INR490/share, implying a 19% updaietain Buy.
Quarterly performance (INRm)
Y/E March FY20 Fy21 FY20 FY21E 3QFY21E Var.
1Q 2Q 3Q 4Q 1Q  2Q 3Q 4QE (%)
Domestic volume growth (9 6.0 1.0 -1.0 -3.0 -140 11.0 150 154 0.8 6.8 10.0
Net Sales 21,660 18,290 18,240 14,960 19,250 19,890 21,220 17,941 73,150 78,301 19,973 6.2%
YoY Change (%) 69 04 20 -70 111 87 163 19.9 0.3 7.0 9.5
Gross Profit 10,290 9,080 8,960 7,370 9,410 9,550 9,950 8,313 35470 37,223 9,691
Gross margin (%) 475 496 491 493 48.9 48.0 46.9 46.3 48.5 47.5 48.5
EBITDA 4,610 3,530 3,730 2,820 4,670 3,890 4,130 3,446 14,690 16,136 4,104 0.6%
Margin (%) 21.3 19.3 204 189 243 196 195 192 20.1 20.6 20.5
YoY Change (%) 26.0 157 39 -41 1.3 102 107 222 10.9 9.8 10.0
Depreciation 350 350 320 380 340 330 360 370 1,400 1,400 352
Interest 120 130 120 130 90 80 70 46 500 286 102
Other Income 280 350 290 320 190 270 240 252 1,240 952 299
PBT 4,420 3,400 3,580 2,630 4,430 3,750 3,940 3,282 14,030 15,402 3,949 -0.2%
Tax 1,150 880 820 530 1,030 690 820 1,346 3,310 3,886 1,185
Rate (%) 26.0 259 229 202 233 184 208 41.0 23.6 25.2 30.0
Minority Interest 70 50 40 60 90 90 50 110 220 340 80
Adjusted PAT 3,200 2,470 2,720 2,040 3,310 2,970 3,070 1,826 10,500 11,176 2,684 14.4%
YoY Change (%) 255 165 10.6 -3.3 34 202 129 -105 13.4 6.4 -1.3

E: MOFSL estimates
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48,874 13818 CMP: INR,049 TP: INR,135+8%) Buy

Conference Call Detall

ﬁ Date: 29" Jan 2021

-'( 2 3' Time:08:00 AMIST
(8 2

~

Financials & Valuatios(INR b)

Y/EMar 2021F 2022F 2023E
Net Sales 158.2 179.C 194.C
EBITDA 26.C 33t 374
Adj.PAT 10.t 16.€ 20.1
Adj. EPS (INR) 23.5 36.& 44k
EPS Gr. (%) 0.C 58.C 20.¢
BV/Sh. (INR) 292.€ 318.¢ 351.7
ROE (%) 6.€ 10.1 11t
ROCE (%) 354 28.€ 26.:
P/E (x) 45.C 28t 23t
P/BV (x) 3.€ 3.3 3.C

Product mix, lower R&D tax led beat on earnings

Revenues idine with estimates

A

> >

b=

b~

> >

A

[ dzLIAY Qa ovC,Hm NB@SydzSa difeNBomesdid
Formulation(DF)sales were up 5.4% YoY to INR13.7b (35% of sales). Ro)
were up 28.5% YoY to INR1.1b (3% of sales). EMEA (Europe, Middle Ea:
Africa) sales were up 12.3% YoY to INR3.3b (8% of sales). API sales inci
8.4% YoY to INR3.4b (9% of sales). &S gadre inline YoY in CC terms at
USD188m (37% of sales; up 4.4% QoQ).

Growth Market sales declined 5.8% YoY to INR3.3b (8% of sales).

The gross margin (GM) expanded 180bp YoY to 65.8%. This was largely
to a change in the product mix.

The EBITDA mgin expanded at a higher rate o8Gbp YoY to 19.4%, led by
lower R&D/staff/other expenses (down 270bp/210bp/40bp YoY as a
percentage of sales).

R&D expense stood at INR3.5b, i.e., 8.7% of sales in 3Q.

EBITDA was up 66% YoY to INR7.8b (v/s our estifhBN&Ra@b).

Adj. PAT was up 2.4x YwYINR4.4b (our estimate: INR3.2b), aided by lowe
tax rate for the quarter (v/s 3QFY20).

In 9MFY21, sales wereline YoY at INR113.8b. EBITDA was almost flat Y
INR18.7b. Adj. PAT was down 4.6% YdMRY.6b.

Other highlights

A

> >

LPC receivefive ANDA approvalis 3Qand launchedhree products. LPC file
one ANDAduring the quarter.

Capex was INR1.2b for the quarter.

Net debt at the end of 3QFY21 stood at INR12.9b.

Quarterly PerformancgConsolidated) (INR m)
Y/E March FY20 FY21E FY2C FY21E FY21E% Var
1Q 2Q* 3Q 4Q 1Q 2Q 3Q 4QE 3QE
Net Sales 38,777 38,822 37,693 38,457 35,279 38,350 40,174 44,485 153,748 158,287 40,873 -1.7
YoY Change (%) 0.6 -1.7 -4.5 -1.1 -9.0 -1.2 6.6 15.7 4.8 3.0 8.4
Total Expenditure 31,309 32,416 33,002 33,204 30,194 32,538 32,386 37,210 130,200 132,328 33,843
EBITDA 7,468 6,406 4,691 5253 5,085 5812 7,787 7,275 23,548 25959 7,030 10.8
YoY Change (%) 5.5 165 -31.2 -326 -31.9 93 66.0 385 -8.0 10.2  49.9
Margins (%) 19.3 16.5 124 137 144 152 194 164 15.3 164 17.2
Depreciation 2,502 2,526 2,532 2,143 2,146 2,127 2,443 2,199 9,702 8,916 2,200
EBIT 4,967 3,880 2,159 3,111 2,938 3,684 5344 5,077 13,846 17,044 4,830
YoY Change (%) 10.6 36.5 -53.3 -445 -40.8 -5.0 1476 63.2 -6.2 23.1 124
Margins (%) 12.8 10.0 5.7 8.1 8.3 96 133 114 9.0 10.8 12
Interest 844 826 886 1,074 443 336 309 474 3,630 1,562 400
Other Income 666 1,280 936 826 433 250 212 556 3,578 1,450 350
EO Exp/(Inc) 0 5465 3,287 -2,091 204 0 0 0 6,261 204 0
PBT 4,789 -1,131 -1,078 4,954 2,725 3598 5247 5158 7,533 16,727 4,780 9.8
Tax 2,155 695 7,670 1,051 1,643 1,467 835 2,244 11,571 6,189 1,577
Rate (%) 450 -61.5 -7114 212 603 408 159 435 1536 37.0 33.0
Minority Interest -13 27 -64 7 -12 -21 -29 -23 -43 -85 -20
Reported PAT 2,647 -1853 -8,685 3,896 1,069 2110 4,383 2,892 -3,995 10,453 3,183 37.7
Adj PAT 2,807 3,373 1834 2559 1,150 2,110 4,383 2,891 10,572 10,534 3,183 37.7
YoY Change (%) 38.4 26.8 -36.2 -0.1 -59.0 -37.4 139.0 13.0 0.2 -04 735
Margins (%) 7.2 8.7 4.9 6.7 3.3 55 10.9 6.5 6.9 6.7 7.8
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United Spirits

Estimate change | CMP: INB94  TP: INR25(+22%) Buy
;Pt_Cha”ge l Recovery evidentalbeit slower than expected
ating change h

: : A In 3QFY21, United Spirits (UNSP) reported further sequential improve
Bloomberg UNSP II in all parameters on the path to recovery to normalcy. Whilerawle sales
Equity Shares (m) 727 would take a few quarters to normalize;fftome consumption remains
M.Cap.(INRb)/(USDI 431.6/6.4 buoyant.
52-Week Range (INF 7431443 . .
1. 6, 12 Rel. Per (%) 3/-20/-24 Recovery in 3QFY21 was, nevertheless, slower than our expectation

12M Avg Val (INR M 1883 leading to a ~15% cut in FY21 EPS. However, the reduction in FY22 a
EPS forecasts is much lower at ~3% each.

Financials& Valuations(INR b) A a) Gradual demand recovery, b) benign commaodity costs, c) the resun
Y/E March 2021E 2022E 2023E of premiumization, d) stagnant working capital (quashing earlier fears)
Sales 79.0 954 1052 e) continued debt repayments augur well for continued healthy earning
E:IeTsDir‘ (%) '1;"i ig'g ig': growth beyond FY21. Earnings growth has been impressive in the pas
Margin (%) 120 166 188 years at an over 30% CAGR. Comparigd other discretionary peers,
PAT 41 94 124 valuations at 45.9x FY22 EPS and 34.7x FY23 EPS are relatively inex
EPS (INR) 57 129 17.1 Maintain Buy.
EPSGr. (%) -47.6 126.8 325
BV/Sh.(INR) 570 700 871 Recovery trend continues
E:téo(so/o) 100 185 197 /:A Standalone net sales declined.3.6% YoY to INRZQSQUNRZ?.Gb).
RoCE (%) 162 255 o268 A Overallreported volumes declined 0.8@6t. +10%)Prestige & Above
Payout (%) 00 00 00 (P&A)volumes were flat Yg¥Yvhereas Popular volumes declined 2.3% .
Valuations A Gross margin expanded 20bp YoY to 44,@¥vtmarily driven by benign
P/E (x) 1042 459 347 commodities and a continued focus on productivity in 3Q.
P/BV (x) 104 85 68 A TheEBITDA margin contracted 100bp YoY to 15(4%6. 16.8%). As a % ¢
EV/EBITDA (x) 46.0 271 21.6 - .

sales, reported advertising costs were down 30bp YoY, while staff cos
Shareholding pattern (%) ) other expenses were up40bp YoY and 20bp YoY, respectively.
As On Dec20 Sep20 Declg A Reported EBITDA declined 9.5% YoY to INR3.8b (est. INR4.6b).
Promoter 568 568 568 A Onan absolute basis, ad spends were down 6.6% YoY.
DIl 9.8 9.2 7.7 A Reported PBT declined 11.5% YoY to INR3b (est. INR3.7b).
Fil 190 188 224 A Adjusted PAT declined 11.2% YoY to INR2SbINR2.8b).
Others 145 152 131 A 9MFY21 sales/EBITDA/PAT were down 20.2%/53.4%/68% YoY.

Fll Includes depository receipts

Highlightsfrom management commentary

A Excludinghe Andhra Pradesh routo-market impact sales were flatis-a-
vis3.6%decline inreported sales. Thempact of these changewhich
began in 4QFY20w~ould be much lower going forward

A Benefits ofthea O5 2 ¢ S f If ralaéinch@uld be seenin the key state o
Maharashtra from 4QFY21

A The naterial cost outlook remains benign for the next few months

Valuation and view

A Recovery in 3QFY21 was slower tharearlier expeatd, leading toa~15%
cutin FY21 EPSowever, thereduction in FY22 and FY23 EPS forecast
much lower at ~3% each.

29 January 2021 16


http://ftp.motilaloswal.com/emailer/Research/UNSP-20210128-MOSL-RU-PG010.pdf

MoOTILAL OSWAL | M hoia

A Improving growth prospects, premiumization, benign commodity costs, balance
sheet improvementsanimpressive EBITDA and PAT growth track record
relatively inexpensive valuatie4d5.X FY22 EPS ad. 7 FY23 EPS)/g peers
led us toupgrade the stock to Bugarlierthis month We value the company at
45xFY2ZFEPSarriving atTP of INR25¢ a22% upside. MaintaiBuy.

Quarterly Performance (INR m)
Y/E March FY20 FY21 FY20 FY21E FY21 Var.
(Standalone) 1Q 2Q 3Q 4Q 1Q  2Q  3Q 4QE 3QE (%)
Volume growth % 6.0 1.0 -1.8 -13.3 -492 -39 08 140 -1.2 -10.0  10.0
Total revenues 22,184 22,962 25,825 19,938 10,302 21,459 24,887 22,345 90,909 78,993 27,633 -9.9%
YoY change (%) 104 3.2 34 -11.4 536 65 -36 121 12 -131 7.0
Gross Profit 10,497 10,325 11,459 8,408 4,291 9,041 11,102 9,967 40,689 34,401 12,020
Margin (%) 473 450 444 422 417 421 446 446 448 436 435
EBITDA 3,971 4,156 4,240 2,714 -776 2,697 3,838 3,688 15,081 9,447 4,645 -17.4%
Margins (%) 179 181 164 136 75 126 154 165 166 120 16.8
EBITDA growth (%) 664 62 184 43 -1195 -351 95 359 171 -374 9.6
Depreciation 500 573 524 678 638 571 614 625 2,275 2,448 590
Interest 520 452 455 480 499 507 377 352 1,907 1,735 480
PBT From operations 2,951 3,131 3261 1556  -1,913 1,619 2,847 2,711 10,899 5,264 3,575
Other income 101 137 176 41 95 128 194 111 455 528 150
PBT 3,052 3,268 3,437 1,597  -1,818 1,747 3,041 2,822 11,354 5792 3,725 -18.4%
Tax 1,065 1,022 849 510 -415 463 742 859 3,445 1,649 939
Rate (%) 349 313 247 319 228 265 244 304 303 285 252
Adj. PAT 1,987 2246 2,588 1,087  -1,403 1,284 2,299 1,963 7,909 4,143 2,786 -17.5%
YoY change (%) 885 -132 217 -169  -1706 -428 -11.2 806 169 -47.6 7.7

E: MOFSL Estimate
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Colgate

Estimate ch
stmate changes ) CMP: INR,564  TP: INR,810(+16%) Buy
TP change 1
Rating change \— Gross margin expansion leads to beat on estimates
A /2t31103SQa 6/[D¢0O 9.L¢5! |yR t! ¢
Bloomberg CLGT I estimatesg led by the highesguarterly gross margin in the last 10 years
Equity Shares (m) 272 and lowerthan-expected depreciation. Meanwhile, sales and volume
M.Cap.(INRb)/(USDI 425.3/5.¢ growth, currently in the miesingle digits, is yet to show signs of
izg’vigkRRTr‘ge ('o';" 1676(); ;‘/)E;E approaching an elevated trajectory.
12M Avg \?él (ﬁ\:é Ia '12;'0 A As highlighted in aunote in Decembemew launches appear promising ¢
late. However, traction on theseuaches or entry into new categories is
Financials& Valuations(INR b) needed for the company to grow the topline and earnings\abthe low to
Y/E March 2020 2021E2022E2023E mid-singledigit CAGRs seen in the past five years.
Sales 453 483 532 585 A Inthe meantime, a) healthy rural outlook for the next few quarters,
SalesGr. (%) 14 6.7 103 9.9 especially in light of CLGT seeing 40% sales contribution from rural, b
ES:IBQ VTG, (O ;2'2 ;g'g ;gé ;(7)'2 promise of traction in new products, anjlinexpensive valuations of 39.1
rg. (#1 £0. . . . . . .
Adj. PAT 82 98 109 123 FY22E and 34.5x FY23E have led us to maintain our Buy rating on the

Adj. EPS (INR) 30.0 36.1 40.0 45.3
EPSGr. (%) 81 204 107 133 Better-than-expectedsales;significant beat on profitability

BV/Sh.(INR) 586 610 61.0 61.0 A Net sales grew 7.4% YoY to INR12(8bkt. INR12.1b) in 3QFY21. EBITD,
Ratios increased 1B% YoY to INR3.7b (est. INR3.6b). PBT was up 24.5% Yc

izié‘@) Zg; 28‘6‘ ggg ;j: INR3.3b (est. INR3.1b). Adj. PAT grew 24.7% YoY to INR2.5b (est. IN
(1) . . . . ~ . g

Payout (%) 932 935 1000 100.0 A Gross margins expanded 410bp YoY to 69(8%t. 67%}; the highest
vValuation quarterly gross margireportedin the last 10 yeatrs.

P/E (X) 52.1 433 39.1 345 A As a percentage of sales, higher staff costs (up 30bp YoY) and higher
P/BV (x) 26.7 257 257 257 spends (up 360bp YoY) were offset by lower other expenses (down 2

EY/EE?'TDAO (x) 3?'2 233 22'2 zg'g YoY). Thus, EBITDA margins expanded 250bp YoY to 30.1% (est. 29.
Div. Yield (6) : : : — A Absolute ad spends were up 38.3% YoY in 3Q.

Shareholding pattern (%) . .
As On Dec20 Sep20 Decig Highlights from management commentary

Promoter 510 510 51.0 Domestic net sales reported healthy 10.1% gromtBQ

DIl 104 111 104 Through higher advertising spendSLGT continuds investin its brands
Fil 166 157 165 and support new product launches

Others 220 222 221 The company introduced new categories such asiti Soray andOil

Fil Includes depository receipts Pullingunder the Vedshakti franchise.

/ [ D¢ NBOSydGfe fI dzyOKSR | AvRichQtdizesT
Ayurvedic ingredientto helpdiabeticsmaintain good oral health
TheNaturalsToothbrush portfolio was also expandedtivihe launch of
Super Flexi Salt and Zig Zag Turmeric.

CLGT also launched Colgate Magik, a unique toothbrushusest
augmentedrealii 2 Sy Kl yOS OKAf RNByQa Si

> >

>

>

>

>
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Valuationand view

A Changes to the model have resulted in a 5.4%/5.8%/2.1% ipeliea
FY21/FY22/FY23E EPS, largely led by a gross margin surprise anidldower
expected depreciation.

A Inexpensive valuations and the potential benefits of a strong rural presence
have led us to maintain oBuyrating on the stock. This is even as we await
traction on new products, market share gains, and any announcement related to
entry into newer categoes ¢ which would elevate topline growth above the
2.6% CAGR levels and earnings growth above the 7.9% CAGR levels of the last
five years. With a target multiple of 40x FY23E, we arrive at TP of INR13810
16% upside to CMP.

Quarterly Performance (INRm
Y/E March FY20 FY21 FY20 FY21E FY21 Var.
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4QE 3QE (%)
Toothpaste Volume Gr% 4.0 4.0 23 8.0 0.0 4.0 60 17.0 0.6 6.8 45
Net Sales (incldg. OOl) 10,849 12,218 11,472 10,713 10,406 12,855 12,319 12,684 45,251 48,264 12,103 1.8%
YoY change (%) 4.2 4.6 43 71 -4.1 5.2 74 184 1.4 6.7 5.5
Gross Profit 7,145 7,910 7,541 6,926 6,883 8,759 8,594 8,529 29,522 32,764 8,113 5.9%
Gross margin (%) 65.9 647 657 647 66.1 681 698 672 652 679 67.0
EBITDA 2,998 3,230 3,161 2,629 3,080 4,093 3,706 3,877 12,017 14,756 3,576 3.6%
Margins (%) 27.6 264 27.6 245 296 318 301 306 26.6 30.6 296
YoY growth (%) 65 -2.0 05 -15.3 27 267 173 475 -2.8 228 132
Depreciation 499 504 515 462 454 461 456 489 1,979 1,860 520
Interest 23 24 29 20 20 18 19 23 96 80 29
Financial other Income 152 86 58 196 63 76 99 85 492 322 87
PBT 2,628 2,788 2,674 2,344 2,669 3,689 3,330 3,449 10,434 13,138 3,114 7.0%
Tax 937 347 683 302 687 947 847 828 2269 3310 747
Rate (%) 357 124 256 129 257 257 254 240 217 252 240
Adj PAT 1,691 2,441 1,991 2,042 1,982 2,742 2,484 2,621 8,165 9,828 2,366 5.0%
YoY change (%) 1.3 243 3.6 2.1 172 123 247 284 81 204 189
E:MOFSIEstimates
Key Performance Indicators
Y/E March FY20 Fy21
1Q 2Q 3Q 4Q 1Q 2Q 3Q
Realization Gr % 0.2 0.6 2.0 0.9 4.1 1.2 1.4
2Y average growth %
Volumes 4.0 5.5 4.7 -1.5 2.0 4.0 4.2
Sales 5.3 6.1 5.4 0.7 0.1 4.9 5.9
EBITDA 16.6 3.8 5.8 7.2 4.6 12.4 8.9
PAT 11.9 17.4 8.1 1.9 9.2 18.3 14.2
% sales
COGS 34.1 35.3 34.3 35.3 33.9 31.9 30.2
Others 38.2 38.3 38.2 40.1 36.5 36.3 39.7
Depieciation 4.6 4.1 4.5 4.3 4.4 3.6 3.7
YoY change %
COGS 4.3 4.7 2.6 7.4 -4.9 -4.9 5.2
Others 25 9.6 9.1 1.1 -8.3 0.3 11.6
Other income 65.6 -0.1 -26.7 64.4 -58.6 -12.3 70.3
EBIT 3.2 -5.9 -3.4 -20.1 5.1 33.3 22.9

E:MOFSIEstimates
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Financials & ValuationfINR b)
Y/EMAR FY2CFY21EFY22EFY23E
Net Sales 65.1 43.0 59.3 66.4

Sales Gr. (%) 0.5 -34.0 38.0 12.0
EBITDA 88 41 79 98
Margin (%) 135 95 134 148
Adj. PAT 43 13 31 42

Adj. EPS (INR 16.2 49 11.6 15.7
EPS Gr. (%) -24.0 -69.6 135.5 35.7
BV/Sh. (INR) 133.1 137.7 144.9 153.8
Ratios

RoOE (%) 128 3.6 8.2 105
RoCE (%) 127 43 9.1 105
Valuations

P/E (x) 79.3 260.6 110.7 81.5
P/BV (x) 96 93 89 83
EV/EBITDA (x 38.8 82.7 425 35.1
#Figures are inordinately high due to

a very low FY21E Adj. EPS forecast

Performance better than our expectations

3QFY21 performance

A

>

b~

b~

Standalone net sales declined 11.3% YoY to INR1@&/8bourestimate of
INR12.2b). EBITD@Il 11.3% YoY to INR2WE our expectation of
INR1.7b). PBT declined 2.6% YoY to INRUgb\restimate ofINR987m)
AdjustedPATdecreasedl7.3% YoY to INR885wiq ourexpectation of
INR770m).

Gross margin expanded 100bp YoY to 53.9% due to positive State m
faster recovery in higher contributy marketsand benign input costs.
With higher employee costether expenses (up 90bp0bp YoY) a&
percentageof sales, standalone EBITDA margin in 3QFY21 stood flat
15.2% Y/s ourestimate 0f14.1%).

There was an exceptional income of INR5%0irato the sale of leasehold
land. The company also took a roecurring provision of INR230m for
potential expiry of stocks/doubtful debtors. Our EBITDA and PAT nurr
are adjusted for these oneff items.

9MFY21 sales/EBITDA declined 46.9%/81% YoY. 9Meé&tMass stood at
INR218m as againatnet profit of INR3.9b in 9MFY20

Other key highlights

A

> > >

Volumes in 3QFY21 recovered to 85% of 3Qke2(0s, aidedy the
doubling of volume in West Bengahdgrowth in Uttarakhand, Madhya
Pradesh, Jharkhandprtheast, Karnataka, Haryapand Himachal Prades
Tamil Nadu andest of Maharashtra remained flat.

All regionsbarringthe north, recorded strong growtlv/s 2QFY21

The Strong segment registered a quicker recovésyMild.

Higher liquidity resultingfrom cost control, working capital managemer
and recalibrated capexesulted in net positive cash position of INR970
as of 3QFY2énd.

Industry outlook continues to develop positively yet remains volatile
depending on the future trajectory of theOMD-19 pandemic.
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Standalone quarterly earning model (INR m)
Y/E March FY20 FY21 FY20 FY21E .
Variance
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4QE 3QFY21l
Net Sales 20,485 15,786 14,548 14,242 5,069 9,006 12,897 15,988 65,092 42,961 12,221 5.5%
YoY Change (%) 9.8 3.4 0.3 -126 -753 -429 -11.3 12.3 0.5 -34.0 -16.0
Gross Profit 10,314 8,225 7,692 7,248 2,365 4,707 6,948 8,459 33,581 22,479 6,477
Margin (%) 50.3 52.1 52.9 50.9 46.7 523 53.9 52.9 51.6 52.3 53.0
EBITDA 3,289 1,925 2,215 1,323 -957 404 1,965 2,669 8,758 4,081 1,727 13.8%
YoY Change (%) -17.8 -395 -106 -22.8 -129.1 -79.0 -11.3 101.8 -23 534 -22.0
Margin (%) 16.1 12.2 15.2 9.3 -18.9 4.5 15.2 16.7 13.5 9.5 14.1
Depreciation 692 689 736 734 505 612 578 899 2,851 2,594 700
Interest 77 88 99 48 72 60 53 95 287 280 80
Other Income 32 19 35 6 14 326 46 41 69 427 40
PBT 2,552 1,167 1,416 547 -1,519 59 1,379 1,716 5,689 1,634 987 39.7%
Tax 907 16 346 135 -376 18 494 191 1,406 327 217
Rate (%) 35.5 1.3 24.4 247 248 315 35.8 11.1 24.7 20.0 22.0
Adjusted PAT 1,645 1,151 1,070 412 -1,143 40 885 1,525 4,279 1,307 770 14.9%
YoY Change (%) 259 -29.7 -20 -394 -1695 -96.5 -17.3 270.3 -240 -69.4 -28.1
Margin (%) 8.0 7.3 7.4 29 -225 0.4 6.9 9.5 6.6 3.0 6.3
E: MG-SL estimates
b203SY CdzZ tf &SI NJ ydzYoSNE 62y Qii 0685 ddzYYlFGA2y 27F ljdzad NIISNI ASa
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MoTiLAL OSWAL NI 28 January 20
| M INDIA FLASH 3QFY21Results FlashSector: Financial
Shriram Transport Finan:
CMP:INRL,111 Buy
Bloomberg SHTF I :
Equity Shares (m) 227 Steady quarter; asset quality performance healthy
M.Cap.(INRb)/(USDI 281.2/4 i L P .
52Week Range (INF 1332/ 42¢ A { .K NA NJ Y ¢ NJ y alLi NJJ o{l1 ¢CvO QIEIRIY(BW(BP/Q
1,6, 12 Rel. Per (%) 10/37/-9 miss). Operating profit beat our estimate by 3%; however, highan-
12M Avg Val (INR M 3977 expected provisions on the back of COY&lated provisioning of INR2.25
led to the PAT miss.
Financials & ValuationéINR b) ALY ¢paC,umZ {1 ¢CQ& bLL FYR ttht
Y/E March 2020 2021E 2022E decined 24% YoY due to elevated credit costs.
Net Inc. 831 831 916 _ -
PPP 623 633 700 Sharpimprovementin disbursements; spreads up 35bp YoY
PAT 250 257 312 A Disbursements improvedo 110% of YoY levels to INR12603QFY21
EPS (INR) 110 101 123 from 50% of YoY levels BQFY21~97% of disbursements were in the
EPS Gr. (%) 24 81 215 - - -
BV/Sh (INR) 204 869 %0 Used Vehicle Financing segment.
Ratios A As aresult, AUM grew 1% Qd@% YoY to INR1.15Note that the drag
NIM (%) 8.0 7.7 7.9 on AUM growth stems from thidew Vehicles andBusinesd.oans segment
C/I ratio (%) 250 238 235 ¢ the UsedVehicleFnandng segment grew 3% Qol®% YoY to INR1.01t
ROA E%; 2-3 2-; 2.5 The share of used vehilfinancingin total AUM has increased 500bp to
ROE (% 14. 12. 13.4
Payout (%) 54 120 120 _ 88% over the past two years . . .
valuations A Spreads (Cal) increased 35bp YoY to 7.4%, driven by higher yield. Ho
P/E (X) 10.1  11.0 9.0 NIM on AUM was down 25bp due to the drag from higher diqui SHTF
PIBV (x) 14 13 11 has INR134b liquidity on the balance sheet (14% of borrowingeported
Div. Yield (%) 0.4 0.9 1.1

Shareholding pattern (%)

As On Dec20 Sep20 Decl9
Promoter 26.5 26.5 26.3
Dl 5.4 4.4 3.1
Fll 61.7 60.5 64.3
Others 6.4 8.6 6.4

Fll Includes depository receipts

margins on AUM increased 22bp QoQ to 6.88%.

Healthy collection efficiency; GS3 ratio improves sequentially

A In the three months posthe moratorium (Segb 2 3QH N0 > O2 {
efficiencystood at95¢th 12 @ ¢ KA & A YLINROSR (2
Given healthy collection trends, the GS3 ratio improved 15bp to 7.1%.
Note that this excludes the dispensation provided by the SC. The com
shored up its ECL provisionsIb§R2.2b, taking the total buffer to INR25k
Interestingly, at 4.1%, SHTF carries the highest Staged 2 provisions in
our CoverageUniverse.

Additionally, the company looks to restructure around INR22.7b worth
loans (2% of the loan book).

Other higHights
A The company opened 15 branches last quarter and 85 branches lasty

A The C/I ratio was largely stable on a QoQ and YoY basis at 24.6%.

A

b~

Valuation andview

Since the IL&FS crisis, the company has diversified into new borrowing sc
such agetail NCDs and ECBs. The share of ECBs in total borrowasgs h
increased meaningfully from ¥9to 18% YoY. SHTF has also increased ligt
to 14% of borrowingsAUM growth has been weak for the past several
quarters but there are signs of reversal, espdgiat its core segment of Usec
Vehicle Financingdn the asset quality front, SHTF has done a good job of
reducing the GNPL ratio over the past yéidre restructured amount of 2% is
moderately better than the initial mgmt. estimate of ~3%. We look tosewaiut
estimates and TP post the concall or"2@n.
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Quarterly Performance (INR m)
Y/E March FY20 FY21 Act v/s
1Q 2Q 3Q 4Q 1Q 2Q 3Q Fr20  3QFvall Est. (%,

Interest Income 39,721 41,099 41,337 40,922 41,026 42,997 43,815 162,675 43,212 1
Interest expenses 20,112 21,134 21,193 21,589 22,672 22,629 22,363 82,703 22,290 0
Net Interest Income 19,609 19,965 20,144 19,333 18,354 20,368 21,452 79,972 20,922 8
Change YoY (%) 6.1 -3.3 -0.8 0.1 -6.4 2.0 6.5 1.6 3.9
OtherOperating Income 502 1,077 1,524 762 383 480 569 2,949 500 14
Other Income 89 23 22 46 38 35 48 203 55 -14
Net Income 20,200 21,064 21,689 20,142 18,775 20,883 22,069 83,124 21,477 8
Change YoY (%) 7.6 0.4 4.5 1.1 -7.1 -0.9 1.7 3.5 -1.0
Operating Expenses 4,772 5,189 5,382 5,416 3,823 5,125 5,432 20,788 5,307 2
Operating Profit 15,428 15,875 16,307 14,726 14,952 15,759 16,637 62,336 16,170 3
Change YoY (%) 9.8 -2.2 0.7 -2.6 -3.1 -0.7 2.0 1.2 -0.8
Provisions 5,612 6,607 4,444 11,287 10,646 6,555 6,747 27,949 5,500 23
Profit before Tax 9,816 9,269 11,863 3,439 4,306 9,204 9,890 34,387 10,670 -7
Tax Provisions 3,473 1,618 3,072 1,205 1,105 2,359 2,613 9,360 2,732 -4
Net Profit 6,343 7,651 8,792 2,234 3,201 6,846 7,277 25,027 7,939 -8
Change YoY (%) 10.7 255 38.4 -70.1 -49.5 -10.5 -17.2 -2.4 -9.7
Key Operating Parameters (%)
Yield on loans (Cal) 16.2 16.5 16.3 16.0 16.0 16.6 16.7 16.0
Cost of funds (Cal) 9.0 9.3 9.3 9.3 9.6 9.5 9.3 9.1
Spreads (Cal) 7.2 7.1 7.0 6.8 6.4 7.1 7.4 6.9
NIMs (Reported) 7.2 7.2 7.1 6.8 6.4 6.7 6.9
Credit Cost 21 25 1.6 4.1 3.8 2.3 2.4 2.8
Cost to Income Ratio 23.6 24.6 24.8 26.9 20.4 245 24.6 25.0
Tax Rate 35.4 17.5 25.9 35.0 25.7 25.6 26.4 27.2
Balance Sheet Parameters
AUM (INR B) 1,063 1,081 1,089 1,097 1,118 1,133 1,149 1,097

Change YoY (%) 5.8 3.6 4.9 5.0 5.1 4.8 5.5 5.0
Loans(INR B) 988 1,007 1,018 1,022 1,034 1,043 1,059 1,022

Change YoY (%) 4.0 2.1 5.7 5.7 4.6 3.6 4.0 5.7
Disbursements (INR B) 123 133 114 109 10 65 126 479

Change YoY (%) -8.4 -3.7 19.2 9.1 -92.0 -51.2 10.5 -1.3
Borrowings (INR B) 906 906 915 944 953 959 963 944

Change YoY (%) 6.3 2.7 2.2 7.3 5.1 5.9 5.2 7.3
Loans/Borrowings (%) 109.1 111.1 111.2 108.3 108.5 108.8 110.0 108.3
Debt/Equity (x) 5.6 5.3 5.1 5.2 5.3 4.7 4.6 5.2
Asset Quality Parameters (%)
GS 3 (INR B) 89.3 94.0 93.9 91.8 89.3 82.2 81.7
Gross Stage 3 (% on Assets) 8.5 8.8 8.7 8.4 8.0 7.3 7.1
NS 3 (INR B) 60.9 63.8 63.7 59.9 54.9 49.5 48.0
Net Stage 3 (% on Assets) 6.1 6.3 6.2 5.8 5.2 4.7 45
PCR (%) 31.8 32.1 32.1 34.7 38.6 39.7 41.2
ECL (%) 5.3 5.4 5.3 5.8 6.5 6.6 6.7
Return Ratios (%)
ROAA (Rep) 2.3 2.7 3.1 0.8 11 2.2 2.3
ROAE (Rep) 15.8 18.4 20.2 5.0 7.1 14.2 14.1

E: MO’SL Estimates
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MoTILAL OSWALlM F'“N'!’h'lg FLASH Results FIashSector:lgﬁw;ﬁQ;?gazncli
AU Small Finance Ba
BSF SENSEX e CMP: INR69 TP: INR1,100 (+27%) Buy

Conference Call Detall
Date: 29" Jan, 2021
W -~ ¥ Tine:9:30amIST

(*3
) 2

Diakin details:

-~ +91-22-7115 8379

Financials & Valuation§iNR b)

Y/E March  FY2( FY21 FY22/FY23
NIl 19.1 23.C 27.F 34.:
PPOP 12. 225 195 25€
PAT 6.7 135 11.1 14.
NIM (%) 51 51 52 5.2
EPS(INR) 22€ 444 364 49.:
EPSGr. (%) 712 96.% -18.1 35.

BV/Sh. (INR' 142.2

186.¢ 223.C 272.1

ABV/Sh. (INI 138.¢

183.2 218.£ 266.5

Ratios

ROE (%) 18.C 27.C 17.€ 19.¢
ROA (%) 1.8 3C 21 22
Valuations

P/E(X) 38.4 19.€ 23.¢ 17.7
P/BV (X) 61 47 39 3z
P/ABV (X) 6.2 47 40 3.3

Strong operating performance; business growth robu
collection efficiency normalizes

A

b=

b=

b~

b=

b~

b=

>

b~

AUBANK reported 3QFY21 PAT of INR4.79b (+49% QoQ); v/s our estima
INR5.66b) aided by gains of INR4.79b from stake sale in AAVAS. The
management prudently used these gains to create higher provisions. The
grew 5x QoQ to INR2.8b.

NII grew 25% YoY (+13% QoQ) to INR6.3b (11% beat on our estimate) a
expanded 50bp QoQ to 5.6%. Other income grew ~311% YoY/132% Qo(
INR6.6b bosted by the AAVAS stake sale. Excluding AAVAS, other incon
14% YoY.

Operating expenses rose ~19% YoY (~12% QoQ) to ~INR4.2b. C/I ratio ¢
32.7% vis 44.9% in 2QFY21. PPOP grew at 179% YoY (87% QoQ) to INI
while core PPOP growth stood ~20%.

Total AUM grew 11% YoY (9% QoQ) to INR332b, with retail AUM forming
of total AUM. Net advances grew ~14% YoY (11% QoQ). Disbursements
up and grew 34% YoY in 3QFY21, driven by growth across most segmen
Total deposits grew ~25% YoY/~10% QolRR297b. Retail deposits (CAS/
Retail TD) mix increased sharply to 55% of deposits (v/s 43% in 3QFY20
ratio (excluding CDs) increased to 22% v/s 21% in 2QFY21.

On the asset quality front, GNPA/NNPA ratio improved 55bp/21bp QoQ t¢
1%/0.2%. PCR impved to 76% (v/s 71% in 2QFY21).-forona GNPA/NNPA
stood at INR10.2b/INR3.9b (3.29%/1.29%) with a PCR of ~62%. AUBANI
additional provisions of IN1.12b on pro forma slippages and additional
contingent provisions of INR1.41b in 3QFY21.

The managemernindicated that collection efficiency and customer activatic
rates have achieved normalcy across most segments and carries a total
additional provision buffer of INR5.38b (~1.8% of loans). It guided at a tot
restructuring book of ~1.5% of total loansving so far restructured INR2.5:
worth of loans (0.8% of loans).

Other highlights:1) capital adequacy remains strong at 18.8% (22.9% incli
profits), 2) incremental spreads improved to 8.1%, with AUM spread stabl
7.6%.

Valuation and viewAUBANKeported strong earnings, led by robust treast
performance. It prudently utilized these gains to create higher provisions.
Collection efficiency has reached near normalcy, while controlled restruct
and provisions buffer provides comfort over assaality. On the business
front, retail deposit mix continues to improve, while AUM growth has shov
healthy recovery. We will review our estimates and TP post its earnings c
d0KSRdztf SR 2y HdD WIYQHMOD
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Quatrterly performance (INR m)
FY20 FY21 30
10 20 30 20 0 20 30 4QE FY20  FY21E 5 - Visest.

Net Interest Income 3,956 4,516 5,068 5,549 5,159 5,606 6,331 6,334 19,089 22,955 5,720 10.7

% Change (YoY) 38.1 40.7 45.7 43.4 304 241 249 141 42.2 20.3 12.9
Other Income 2,109 1508 1,612 1,831 2,258 2,857 6,634 3,128 7,061 14,877 7,427 -10.7
Total Income 6,065 6,024 6,681 7,381 7,416 8,463 12,965 9,462 26,150 37,832 13,146 -1.4
Operating Expenses 3,157 3,247 3,552 4,223 2,961 3,800 4,237 4,542 14,179 15,540 4,196 1.0
Operating Profit 2908 2,777 3,128 3,158 4,456 4,663 8,728 4,920 11,972 22,293 8,951 -2.5

% Change (YoY) 90.7 58.5 75.1 46.4 53.2 679 179.0 55.8 65.8 86.2 186.1
Provisions 315 610 401 1,506 1,813 574 2,836 373 2,832 5596 2,294 23.6
Profit before Tax 2,593 2,167 2,727 1,652 2,643 4,089 5,892 4,547 9,140 16,696 6,656 -11.5
TaxProvisions 690 447 825 429 635 870 1,102 584 2,392 3,192 998 104
Net Profit 1,903 1,719 1,902 1,223 2,008 3,219 4,790 3,962 6,748 13,504 5,658 -15.3

% Change (YoY) 147.3 88.1 99.5 3.5 55 87.2 1519 2239 76.7 100.1 197.5
OperatingParameters
Deposit (INR b) 1985 2215 238.7 261.6 267.3 269.8 297.1 300.9 261.6 300.9 280 6
Loan (INR b) 231.0 248.1 265.7 269.9 2625 2723 3029 307.3 269.9 307.3 289 5
Deposit Growth (%) 98.5 72.1 62.5 347 347 218 245 150 34.7 15.0 17.4 712
Loan Growth (%) 51.3 369 329 183 13.6 9.8 14.0 13.9 18.3 13.9 8.6 538
Asset Quality
GNPA (%) 21 2.0 1.9 1.7 1.7 15 1.0 2.4 1.7 2.4 2.2 -123
NNPA (%) 1.3 1.1 1.0 0.8 0.6 0.5 0.2 0.7 0.8 0.7 0.7 -48
PCR (%) 405 439 468 525 635 71.0 76.0 70.6 52.5 70.6  68.0 799

Source: MOSL, Comp:

Exhibit 1:Overall AUM grew 11% YoY (+9% QoQ) Exhibit 2:Mix of on-book advances ~91%
On book Adv = Off book Adv

On book Adv (INRb) = Off book Adv (INRb)
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Exhibit 3:PCR improveto ~76%pro forma PCR ~62%  Exhibit 4:Strong traction in deposit mobilization (~24%

with GNPA/NNPA of 3.29%/1.29% YoY); CASA ratio stands ~22%
GNPA (%) NNPA (%) —O—PCR (%) 28 Deposits (INRb) —O—CASA (RHS, %)
76.0 26 22
71.0 24
. 63.5 21 4 21

52.
46.8
36.8 37.6 37.6 37.4 40.5 439
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3QFY21 Results Upddt8ector: Automobils

TVS Motor Compar

Estimate changes

1 CMP: INFB29  TP: INB85(+11% Neutral
TP change t
Rating change - Above est.; beat driven by price hike, mix & better
Bloomberg TVSL I COSt mgmt
Equity Shares (m) 475 Inching toward doubledigit margins; deleveraging balance sheet
M.Cap. (INRb)/(USDI 2512135 & TVS Motor Company{VShs®perating performance wakrivenby price
>2Week Range (INF 585 /240 hikes, . blemix, andlower other expenseg5o00d volume recover
1,6, 12 Rel. Per (%) 11/8/0 IKes, aavora ar P Y,
12M Avg Val (INR M 1271 price hikes, and a continued focus on costnagement would support
profitability.
Financials & Valuation@NR b) A We upgrade our FY21/FY22E EPS by 14.5%/4.2% to reflect for price |
Y/EMarch FY2C FY21E FY22E and astute cost management.adhtainNeutral, with TP of INR585
Sales 164.2 161.9 199.3 . .
EBITDA 135 133 189 F:redlble cost control leads to be;t EBITDA margins in over 15 years
Adj. PAT 62 54 100 A 3QFY21lrevenue/EBITDA/adj. PAT grew 31%/41%/47% to
EPS (INR) 13.0 11.4 21.0 INR53.9b/INR5.1b/INR2.6b. 9MFY21 revenue / EBITDA / adj. PAT col
EPS Gr. (%) 7.8 -125 847 11.7%/18.9%/3.8% to INR114b/INR8.9b/INR3.2b.
BV/Sh (INR) 76.2 833 995 A Netsales grew 31% YoY to INRB&a8volumes increased 20.4% YoY, ar
Eitéo(i/) EEREVERETYS realizationsgrew 8.%6 YoY+2.7% QoQ) to INR54.5k (v/s est. INR§3.4
0 . . . ~ o
ROCE (%) 171 150 23.0 Gross margln.s expar?ded .40bp Qe890bp YoY) to ?3.9% (v/s e§t. 23.7¢
Payout (%) 33.8 370 229 as raw material cost inflation was offset by price hikes and an improve
Valuations mix.
P/E (x) 407 465 252 A |treported an EBITDA margin of 9.5% (v/s €4t, &xpansion of +70bp Yo

P/BV (x) 69 63 53 and +20bp QoQ), supported by higher gross margins and lower other
Egﬁt;;i%(:sz) g; g:; 2:2 expenses, partially offset by high employee cost.

Higher other income and lower interest cost boosted adj. profit by 47%
~INR2.6b (v/s est. INR2.3D).

Shareholding pattern (%)

As On Dec20 Sep20 Dec19 A Ithas anweunced interim dividend of INR2.1/sh (FY21E DPS of INR3.5,
Promoter 574 574 574 A In9MFY21, it generated FCF of ~INR16.2Db, resulting in substantial ba
DIl 215 219 204 sheet deleveraging. Excluding sales tax loans, it is now a net cash cor
i 1tz 106 122 Highlights from management commentary

Others 10.0 10.1 10.0 ~

A Urban retails arereturningto pre-COVID levelsupporting thegradual
uptick in the $ootersegment Rural demand is buoyant withe highest
rabi sowing.

Exportdemand Stability inthe major export regions is driving demand
supported by stable oil pricemnd currencyavailability Core demand for
Indian brands is increasing in these markets. However, conta@heted
issues continue to affect exports.

RM cost It has taken ak:™>  LINR OS KR4 irS3Q &and 1.5% iry P
to partially offset the impact of RM cqdeaving 8@90bps of uncovered R
cost It expects to offsethe remainingRMcost inflationthrough a better
product mix and entinued cost reduction efforts

Other expenseDecline is largely sustainaldsit is shiftingtoward digital
marketing Vs BTL activi.

Fll Includes depository receipts

>

>

>
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Valuation and view

A ¢x{[Qa @2fdzy¥S INRBGGK A& y2¢ FlLifAay3
the portfolio gaps has been filled. However, it is reaping the benefits of
operatingleverage, resulting in EBITDA margins trending toward dedibiée

levels.
A Valuations aR5.2¢19.8xFY22E/FY3E EPS are already reflectimgssive
earningsrecovery .Maintain Neutral, with TP of ~INR585 (~28 | NJERSs
INR52 for NBBC
S/A Quarterly Performance (INR m)
Y/E March (INR m) FY20 FY21E FY2C FY21E FY21E
1Q 2Q 3Q 4Q 1Q 2Q 3Q  4QE 3QE
Vols ('000 units) 923.2 885.8 8215 6329 2669 867.8 9895 857.6 3,2635 29818 989.5
Growth (%) (0.5) (18.6) (17.0) (30.2) (71.1) (2.0) 204 355 (16.6) (8.6) 204
Realn (INR '000/unit) 484 491 50.2 55.0 53.6 531 545 555 50.3 54.3 53.4
Growth (%) 7.7 7.0 6.6 137 10.8 8.1 8.5 0.9 8.2 7.9 6.4
Net Sales 44,686 43,478 41,255 34,814 14,317 46,055 53,914 47,615 1,64,233 1,61,901 52,880
Growth (%) 7.1 (12.9) (11.5) (20.7) (68.0) 59 307 36.8 (9.8) (1.4) 28.2
RM (% of sales) 75.1 73.4 72.2 75.0 75.9 76.5 76.1 76.6 73.9 76.4 76.3
Emp cost ( % of sales) 5.6 5.4 5.7 6.4 13.8 4.7 5.0 5.1 5.7 5.7 4.4
Other exp (% of sales) 11.3 125 133 11.6 13.8 9.5 9.4 9.2 12.2 9.8 10.3
EBITDA 3,558 3,820 3,633 2,449 -488 4,301 5,111 4,351 13,459 13,276 4,752
EBITDA Margin(%) 8.0 8.8 8.8 7.0 (3.4) 9.3 9.5 9.1 8.2 8.2 9.0
Interest 291 285 211 235 523 407 291 276 1,022 1,496 350
Depreciation 1,194 1,241 1,213 1,243 911 1,331 1,329 1,350 4,890 4,920 1,340
Other Income 12 49 9 251 26 111 124 103 321 363 50
PBT before EO Exp 2,085 2,343 2,218 1,222 -1,896 2,674 3,615 2,829 7,867 7,222 3,112
EO Exp 0 -760 760 323 0 0 0 0 323 0
PBT after EO Exp 2,085 3,103 1,457 898 (1,896) 2,674 3,615 2,829 7,544 7,222 3,112
Tax rate (%) 31.8 17.8 16.9 17.8 26.7 26.6 26.5 23.1 21.5 25.2 25.2
Reported PAT 1,423 2,550 1,211 739 -1,391 1,963 2,656 2,174 5,922 5,402 2,328
Adjusted PAT 1,423 1,953 1,808 993 -1,391 1,963 2,656 2,174 6,176 5,402 2,328
Growth (%) (4.6) (7.6) 1.3 (27.8) (197.7) 05 469 119.1 (78) (125) 2838
Key performance indicator (INR m)
Y/E March (INR m) FY2C FY21E FY2C FY21E
1Q 2Q 30 4Q 1Q 2Q 3Q 4QE 3QE
Volumes (*000 units) 923.2 885.8 8215 6329 266.9 867.8 9895 857.6 3,263.5 2,981.8 989.5
Growth (%) -05 -186 -17.0 -30.2 -71.1 -2.0 20.4 35.5 -16.6 11.3 20.4
Dom. 2W Mkt Sh (%) 14.2 14.3 14.3 12.2 14.4 14.3 14.3 4.5 13.8 0.0 11.8
Net Realization 484 491 50.2 55.0 53.6 53.1 545 555 50.3 54.3 53.4
Growth YoY (%) 7.7 7.0 6.6 13.7 10.8 8.1 8.5 0.9 8.2 7.9 6.4
Cost Brealup
RM Cost (% of sales) 75.1 73.4 72.2 75.0 75.9 76.5 76.1 76.6 73.9 76.4 76.3
Staff Cost (% of sales) 5.6 5.4 5.7 6.4 13.8 4.7 5.0 51 5.7 5.7 4.4
Other Cost (% of sales) 11.3 125 133 11.6 13.8 9.5 9.4 9.2 12.2 9.8 10.3
Gross Margins (%) 24.9 26.6 27.8 25.0 24.1 23.5 23.9 234 26.1 23.7 23.8
EBITDA Margins (%) 8.0 8.8 8.8 7.0 -34 9.3 9.5 9.1 8.2 8.2 9.0
EBIT Margins (%) 5.3 5.9 5.9 3.5 -9.8 6.4 7.0 6.3 5.2 5.2 6.5
EMOFSIEstimates
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Mahindra & Mahindra Financ

. CMP: INR164 Bu
Conference Call Details I y
Date: 29 Jan 2021 Elevated provisioning leads to net loss
V... v Time:11:30am- 12:30pmiST 4 MMFS reported a net loss of INR2.7ks our PAT estimate of INR2.3b.
L* Diakin details: While operating profit grew 12% YoY to INR1bile), elevated
= Link for conference ce

provisions of INR13M/s our expectationof INR7.3b drove net los$otal
provisions on the Balance Sheet increased INR10.2b to INR44b (6.6¢

Financials & valuation§INR b) L. .. ..
loans).Thisrisein provisions drove elevatl provisioningn 3QFY21

Y/E March 2020 2021E 2022E

NIl 51.1 562  62.3

PPP 340 415 455 GS 3ratio up 300bp QoQ; restructurimggligible

PAT 9.1 89 114 A (GS2/3 loan ratio increased ~650bp/300bp QoQ to 14.1%/10PE&R on
EPS (INR) 147 73 93  giage 3 was largely stable at 3M@6the 274k customers who had not
EPSCGr.(%) 418 507 219 vy pg | xAy 3t S LI 2 Y.34kiustdnefs)did hobpais
BV/Sh.(INR) 185 124 132 _ N _ e
Ratios 3QFY21 eitherAnother 45k customers did not pay a single EMI during
NIM (%) 8.3 8.7 9.1 3QFY21. These ~90kemts account for 45% ofa a C {ofal customer

C/l ratio (%) 373 299 306 base. Someof these customers are already part of reported NPAs
RoA (%) 13 12 14 A Collection efficiency / 9 0 A YLINE @S R frainB2-8406:in Ock
ROE (%) 83 67 12 hagound 2 KA-1,180bp HelowsYio¥levelsimare @ Ghe n 3
Payout (%) 0.0 23.4 23.4 A = . . 2 A .
Valuations sameAy 5SOQHn ¢l a a4 ,2, tS@Stao
P/E (x) 111 226 17.7 only INR68m. ECLGS disbursements amounted to INR2.4b.

P/BV (x) 0.9 1.3 1.2

Div. Yield (%) 0.0 0.0 11 Disbursemats still ~35% below YoY levelsian book declines QoC
A Contrary toour expectations of neanormal disbursementsthe same

was~65% of YoY levela 3QFY21As a result, loan book declined 4%

QoQ to INR621b.

Spreads were largely stable sequentially and improved 80bp YoY to ¢

Cost of funds durin@QFY2lvas 7.75%. MMFS maintains 15% liquidity

its Balance Sheet.

b~

Other highlights

A Cl/l ratio increased 170bp QoQ to 29.5%.

A The share of MR @uto vehiclesose to 30% from 28%0Q. For other
products, the mix was largely stable QoQ.

A The HFC subsidiary deliver@®AT of INR1.20s INR1.5b YoY.

Valuation and view

¢KS 02 YL} ye Qa3QRRKH rikdisthé fas of COADD.
Disbursements are yet teecover to YoY levels. Asset quality basn
significant deterioration across Stagi3doans. We look to revise our
estimates and TP post the concall on 29Janm
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