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transcripts
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Voices 
   
 

BFSI and Automobiles drive earnings; a broad-based beat! 
In this report, we present the detailed takeaways from our 2QFY24 conference calls with 
various company managements as we refine the essence of India Inc.’s ‘VOICES’.  

 Financials and Autos drive 2QFY24 earnings: Corporate earnings in 2QFY24 ended 
on a buoyant note with widespread outperformance across aggregates driven by 
margin tailwinds. Domestic cyclicals such as Automobiles, BFSI, and Cement drove 
the beat. 

 Banks guided for a steady loan growth trajectory primarily driven by continued 
traction in the Retail, Business Banking and SME segments along with better 
utilization of sanctions in the corporate sector. Deposit growth was also healthy 
mainly due to the growth in term deposits. However, CASA mix remained 
sluggish across the industry, contributing to a sequential rise in funding costs 
across the sector.  

 Most NBFCs (except HFCs) pointed to: 1) higher delinquencies and/or stress in 
small-ticket personal loans, 2) higher propensity for NIM to bottom out for the 
vehicle financiers, 3) temporary slowdown in lower-ticket mortgages and urban 
affordable segment, and 4) irregular and erratic monsoons in certain parts of the 
country (that had resulted in a decline in collection efficiencies in certain pockets), 
leading to higher slippages for MFI players like Fusion. 

 A majority of the Automobile companies reported healthy double-digit volume 
growth across all categories, except tractors. All PV OEMs pointed to weakening 
demand in the lower-end segments, but demand for high-end SUVs remains 
strong, aided by execution of existing order backlogs. In 2Ws, management 
expects a continued recovery in domestic volumes as festival retails indicated a 
recovery in the rural demand, which has been subdued during the last two 
years.  

 IT managements, across the sector, remained cautious on account of a 
slowdown in key verticals and geographies. Management indicated that the 
reprioritization of projects and execution deferrals on discretionary areas 
continue to put significant pressure on revenue conversion.  

 Consumer companies highlighted that rural demand continues to face 
challenges due to inflation and erratic monsoons, impacting performance for 
the quarter. Despite the ongoing struggles, there is potential for a rural recovery 
led by moderating inflation. Positive signs in real rural wages are contributing to 
the overall improvement, supported by the government’s focus on rural 
development and continued investment.  

 In Healthcare, the US generics-focused companies indicated a notable decrease 
in the rate of price erosion that has been occurring over the last few months. 
Management reiterated that in 2QFY24, pricing pressure has reduced to mid-to-
high single digits from double digits. Additionally, the growth was led by 
increased niche launches and better traction for existing products in the base 
portfolio. Domestic-focused companies witnessed HSD growth, and the adverse 
impact continued due to the inclusion of products in NLEM. 

 In the ferrous Metals space, managements across companies pointed to: 1) 
improvement in ASP for 3QFY24; 2) higher coking coal costs; and 3) 
development of captive raw material mines. Though a better performance from 
Indian operations backed by strong domestic demand should aid volumes and 
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margins in the near term, managements believe that global uncertainties might 

pose challenges to international steel, base metal, and raw material prices in the 

short term. In the non-ferrous space, managements maintained their volume, 

CoP and EBITDA guidance for FY24.  
 For Cement, most of the companies remained positive about cement demand, 

led by demand from the government’s infrastructure projects, real estate, 
private and industrial capex, and housing demand from tier-II/III/IV cities. 
Cement prices were up across markets during Sep-Oct’23. 

 
Autos 
  A majority of the Automobile companies reported healthy double-digit volume 

growth across all categories, except tractors. All PV OEMs pointed to weakening 

demand in the lower-end segments, but demand for high-end SUVs remains 

strong, aided by execution of existing order backlogs. In 2Ws, management 

expects a continued recovery in domestic volumes as festival retails indicated a 

recovery in the rural demand, which has been subdued during the last two 

years. Export demand continues to grow sequentially; however, broad-based 

recovery is still away due to the macro uncertainties. CV OEMs retain their 

volume growth guidance of 8-10% for MHCVs while LCV and tractors volumes 

are expected to be better in 2HFY24 vis-à-vis the first half. The major benefits of 

a moderation in RM costs are factored into 2QFY24 with partial benefits on the 

margin front expected to come from operating leverage in the coming quarters. 
 

Cement 
 For Cement, most of the companies remained positive about cement demand, 

led by demand from the government’s infrastructure projects, real estate, 

private and industrial capex, and housing demand from tier-II/III/IV cities. 

Cement prices were up across markets during Sep-Oct’23. The all-India average 

cement price increased 4.5% MoM (INR16 per 50kg bag) in Oct’23. However, the 

sustainability of these price hikes should be monitored. Fuel consumption costs 

for cement players declined 7-20% QoQ to INR1.58-INR2.18/Kcal in 2QFY24. 
 

Chemicals Specialty 
 Chemical companies, predominantly export-oriented, suffered from destocking. 

The companies focused on the domestic market highlighted that aggressive 

pricing by Chinese suppliers, who dumped products at cheaper rates, reduced 

their pricing power. Some firms experienced declining input costs, leading to 

lower product prices eventually. Management anticipates recovery by the 

second half of FY24, although some projects have been postponed further. 
 

Consumer 
  Stagnant volume growth in consumer companies persists, mainly due to 

ongoing rural weakness. Market prices are plateauing as companies pass on 

lower input costs. Intense competition prevails, with companies returning to 

historical levels of advertising. Management highlighted that rural demand 

continues to face challenges due to inflation and erratic monsoons, impacting 

performance for the quarter. Despite the ongoing struggles, there is potential 

for a rural recovery led by moderating inflation. Positive signs in real rural wages 

are contributing to the overall improvement, supported by the government’s 

focus on rural development and continued investment. 
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Financials 
Banks 

 Most banks guided for a steady loan growth trajectory primarily driven by 

continued traction in the Retail, Business Banking and SME segments along with 

better utilization of sanctions in the corporate sector. Deposit growth was also 

healthy mainly due to the growth in term deposits. However, CASA mix 

remained sluggish across the industry, contributing to a sequential rise in 

funding costs across the sector. While most banks have experienced a NIM 

stagnation or decline, management anticipates the rising cost of funds to lead to 

further moderation in margins over the next few quarters. Banks, especially 

PSUs, reported better treasury performance; however, opex ratios remained 

elevated on account of wage provisions for PSU banks and continued 

investments in branch expansion and technological advancements. SMA pool 

remains low, while slippages from the restructuring book have been controlled, 

which, coupled with healthy PCR and contingency buffers, will keep a check on 

credit costs, thus supporting earnings. Provisioning expenses continued to 

remain benign for most banks, and while the turn in the delinquency cycle with 

respect to unsecured loans keeps us watchful, we nevertheless expect credit 

costs to stay under control over the coming quarters. 

NBFC 

 Within the NBFC/HFC sector, managements pointed to: 1) higher delinquencies 

and/or stress in small-ticket personal loans with typical ticket sizes of <INR50K; 

2) higher propensity for NIM to bottom out for the vehicle financiers now and 

start exhibiting a stable to an improving trajectory. For diversified lenders such 

as BAF, NIM will further exhibit a compression in 2HFY24; 3) temporary 

slowdown in lower-ticket mortgages and urban affordable segment particularly 

in ticket sizes between INR1.5m-3.0m, 4) irregular and erratic monsoons in 

certain parts of the country (that had resulted in a decline in collection 

efficiencies in certain pockets of Punjab, Haryana, Gujarat and Rajasthan), 

leading to higher slippages for MFI players like Fusion. 
Insurance 

 APE growth for life insurance companies was in line with our estimates for 

2QFY24. VNB margins contracted YoY for all companies and missed our 

estimates for most players.  The miss was mainly due to the product mix, with a 

lower share of non-par products on a YoY basis, while the share of ULIP and 

protection products increased. Competitive pressures have led to compression 

in product-level margins, especially for group products. General insurance 

players have seen a 12% YoY growth in premiums, underpinned by the strength 

observed in auto sales, upward adjustments in health insurance premiums, and 

the expansion of commercial lines in alignment with overall economic growth. 

While loss ratios in the motor segment improved, claims ratios in the health 

segment increased led by high incidences of respiratory and fever infections. 

 

Healthcare 
 In Healthcare, the US generics-focused companies indicated a notable decrease 

in the rate of price erosion that has been occurring over the last few months. 

Management reiterated that in 2QFY24, pricing pressure has reduced to mid-to-

high single digits from double digits. Additionally, the growth was led by 

increased niche launches and better traction for existing products in the base 

portfolio. Domestic-focused companies witnessed HSD growth, and the adverse 

impact continued due to the inclusion of products in NLEM. This HSD in DF has 

been going on for the past five quarters. Due to a muted flu season, respiratory 
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and anti-Infective therapies witnessed muted growth. However, 

cardiac/gastro/Ophthal witnessed robust growth during the quarter. Companies 

also pointed to reduction in RM costs and operational expenses that led to an 

improvement in profitability. Overall, the better outlook is expected to sustain 

over the coming quarters, according to management commentaries. Hospital 

companies indicated that the growth was majorly led by improving operational 

parameters such as ARPOB/occupancy. This was also due to favorable 

seasonality during the quarter. Further, they continue to focus on brownfield 

expansion to improve return on investment. 

 

Logistics 
 In the Logistics space, demand kicked off with the onset of the festive season. 

Though the delay of the festive season by a month impacted economic activity 

during 2QFY24, the same is expected to reflect positively in 3QFY24. 

Managements expect improvement in operational performance in 2HFY24 with 

stable operating costs ahead and a continued focus on capacity enhancement. 

In the long term, companies remain optimistic on sector growth, driven by the 

benefits of e-way bills, GST implementation, the expansion of routes on the 

Dedicated Freight Corridor (DFC), and the enhanced connectivity of major ports. 

These factors are expected to steer businesses towards the organized sector. 

 

Metals 
 In the ferrous Metals space, managements across companies pointed to: 1) 

improvement in ASP for 3QFY24; 2) higher coking coal costs; and 3) 

development of captive raw material mines. Though a better performance from 

Indian operations backed by strong domestic demand should aid volumes and 

margins in the near term, managements believe that global uncertainties might 

pose challenges to international steel, base metal, and raw material prices in the 

short term. In the non-ferrous space, managements maintained their volume, 

CoP and EBITDA guidance for FY24. 

 

Oil & Gas 
 RIL expects that global oil demand is likely to remain robust, led by 

transportation fuel, although there could be short-term headwinds in the 

downstream chemical margin. Various major expansions for OMCs are getting 

over in the next two years, which should see robust growth going forward. 

Volumes remain a worry for CGDs led by lower-than-expected Morbi pick-up 

and the onslaught of EVs. Domestic demand for gas remains robust, and 

managements expect a ramp-up in transmission volumes from hereon. 

Upstream companies also stand to benefit from the new wells being explored 

for production. 

 

Real Estate 
 Amid a steady macroeconomic environment and a growing preference for 

quality players, the listed companies are witnessing strong demand for housing. 

Companies are of the view that the sector is in third year of upcycle, which 

could last longer than previous cycles. They continue to remain confident of 

achieving 15-20% growth over the medium term and are developing a project 

pipeline that can support their growth ambitions. New project launches by listed 

companies are gradually picking up, as most of the players currently have ~12 

months of inventory. Management commentaries indicate that key big-ticket 



 

November 2023  7 

Voices | 2QFY24 

launches for all companies would materialize in 2HFY24, and most of them are 

confident in either achieving or exceeding their pre-sales guidance. 

 

Retail 
 Retail: Sector-wide management commentary indicated that the continued 

demand slowdown and shift of festive and wedding dates hit the revenue for 

the quarter. This, however, is likely to see a reversal in 3QFY24 with the onset of 

the festive period. 
 QSR: Management commentaries in the QSR segment indicated that 2QFY24 

demand remained weak. While the early 3QFY24 is also stated to have seen a 

moderate response due to the shift in Navratri, this trend is likely to see some 

reversal as people look to move out during the festive period. 

Technology 
 IT managements, across the sector, remained cautious on account of a 

slowdown in key verticals and geographies. Management indicated that the 

reprioritization of projects and execution deferrals on discretionary areas 

continue to put significant pressure on revenue conversion. Weak growth in 2Q 

was due to the continued softness in key verticals, with BFS, Retail, 

Communication, and Hi-Tech seeing major declines. Although the deal signing 

activities were strong in 2Q, management expects the meaningful pick-up in 

volume from large deals to come only in FY25, which led to trimming the FY24 

revenue guidance. Management also indicated that despite the slowdown in 

revenue growth, it is comfortable to sustain margins in FY24. 

 

Telecom 
 Managements expect earnings growth to remain moderate due to slow market 

share gains and limited tariff hikes. Capex was low in 2QFY24 owing to 

seasonality; however, expect 2HYFY24 capex to be elevated due to 5G rollout 

and rural coverage. 
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Key takeaways from management commentary 
 

 

 
 A majority of the Automobile companies reported healthy double-digit volume growth across all categories, 

except tractors. All PV OEMs pointed to weakening demand in the lower-end segments, but demand for high-
end SUVs remains strong, aided by execution of existing order backlogs.  

 In 2Ws, management expects a continued recovery in domestic volumes as festival retails indicated a recovery 
in the rural demand, which has been subdued during the last two years. Export demand continues to grow 
sequentially; however, broad-based recovery is still away due to the macro uncertainties. CV OEMs retain 
their volume growth guidance of 8-10% for MHCVs while LCV and tractors volumes are expected to be better 
in 2HFY24 vis-à-vis the first half. The major benefits of a moderation in RM costs are factored into 2QFY24 
with partial benefits on the margin front expected to come from operating leverage in the coming quarters. 

 

KEY HIGHLIGHTS FROM CONFERENCE CALL  
 FY24 Outlook /Festival demand  EVs 

  FY24 demand outlook: M&HCV industry is likely to grow 8-
10% YoY with the 2HFY24 outlook positive. This momentum 
should also continue for FY25. LCVs volumes grew 2-2.5% 
YoY in 1HFY24, which was lower than the annual guidance 
of 4-5% YoY growth. However, this is expected to be 
heathier in 2HFY24 due to green shoots in underlying 
sectors it is serving.  

 Switch Mobility: Currently, it has an order 
book of 1,100 buses and LOIs of over 10k 
units of e-LCV. Expect delivery of first e-LCV 
batch from 4QFY24. 

   India 2W outlook:  The industry expected to grow 12-15% 
YoY during the festival season, with BJAUT outperforming 
the industry.  

 Export 2W outlook: Retails and shipments are improving 
sequentially; however, macros remain challenging.  

 Electric 3Ws- The company has received an 
encouraging response in Agra and garners a 70% 
market share. It plans to expand to 40 cities in 
the next six months. This is an EBITDA-margin 
positive business, with PLI playing a crucial role 

in profitability. 
 

 
 The company saw a growth of 13-14% during the festival 

period. This growth was evenly spread across all regions. 
 The retails in the export markets are doing well. Despite 

challenging situations in export markets, RE has been able 
to protect its market share at 8%/9%/9% in the 
America/APAC/ EMEA. 

 The electric prototype of the Himalayan 
motorcycle, showcased at the EICMA show, is 
unlikely to go into production. It was showcased 
to exhibit the company’s capability in the EV 
space. The cost of the electric motorcycle would 
be 3x (vs. ICE counterpart) if launched. It would 
not be entering the mass market. 

 

 Festival demand- Within the first 17 days, HMCL has 
grown 15% compared to the previous festive season. 
Furthermore, the industry as a whole is thriving. Rural 
demand has picked up as well. After the festivals, increased 
demand owing to the marriage season is expected to fuel 
growth for HMCL. 

 Electric 2W- EVs are holding a 5% volume share 
even in the festive season, which indicates 
increasing adoption of EVs in rural areas. Vida 
has breached the milestone of 2k units in 
monthly sales. This figure is anticipated to rise 
even further in the coming months.  

 

 Automotive- There has been a healthy double-digit growth 
during the festive season. Bookings have been consistent. 
Demand momentum has been strong for higher-end 
products (priced over INR1.3m). XUV300 and Bolero have 
underperformed vis-à-vis other products.  

 Tractor/FES - Expect FY24 volumes to be flat YoY. The 
monsoon spread in southern regions, and Maharashtra was 
not favorable, leading to weakness in demand. Demand in 
the northern states is better off. Navratri was largely as per 
expectations. November is expected to see healthy volume 
growth. 

 Last Mile Mobility- EV penetration in L5 
category is ~10.5% in 2QFY24 (~7.2% in 2QFY23). 
EV penetration in passenger and cargo stands at 
10.1% and 12.5%, respectively. MM holds a 
dominant position in the market and anticipates 
sales of 74k units in FY24E 

 EVs- Born EVs will operate as a distinct entity 
within a separate company, emphasizing the 
desire to showcase the EV business 
independently. The transition is expected to take 
an additional 1.0-1.5 years to complete. 

 

 Management expects ~18% YoY industry growth during 
the festive season and 5-7% growth for FY24. MSIL should 
grow ahead of the industry. Overall demand has been 
stable. The central region (Delhi, NCR, Rajasthan, and MP) is 
doing well; the southern market is stable, while there is a 
weakness in the eastern markets. The weakness in the 
lower-end segment remains, while the SUV is doing better. 

 

AUTOMOBILES 

Ashok Leyland 

Bajaj Auto 

Eicher Motors 

Hero MotoCorp 

M&M 

Maruti 
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 CV outlook: Management expects double-digit growth in 
3Q, while 4Q is expected to be flat or see marginal growth 
due to a high base of previous year. 

 PV outlook: Management expects the domestic PV industry 
to grow by a single digit in FY24 due to a high base of last 
year. Expects strong volume for TTMT in 2H. The 
management has indicated 30% volume growth for TTMT 
since the start of Navratri. 

 Improvement in EV margins will be driven by 
cost reduction efforts, including cell costs (down 
15-20% in 2Q), and non-cell costs (pack minus 
cell) due to localization. Moreover, the use of 
new generation and compact aggregates will 
also reduce the cost. The company reported an 
EBITDA margin of -5% in 2QFY24 vs. -9% in 
1QFY24. 

  Domestic: Ongoing festivals have started on a 
positive note, and TVSL believes that growth should 
continue for the coming period as well. Rural should 
possibly do well while growth in urban has continued. 
Inventory levels stood at 25-30 days 

 Exports: International markets, including Africa, are settling 
down, and retail is picking up. TVSL does not have much stock 
in the market. After Africa, the company is now focusing on 
the LATAM market with the right set of products, leveraging 
Apache, Raider and Ntorq. 

 IQube: Ramped up production to ~25k units per 
month; TVSL is planning to take this to the next 
level. It has strong bookings and now the 
company plans to launch a series of products in 
the range of 5kW to 25kW over the next one 
year. It has started supplying iQube in 
international markets, and the product will be 
available in more markets (including Europe) 
over the next 2-3 quarters. 

  Engineering division- Expects a growth rate of 12-15% over 
the next three to five years. The company has successfully 
gained market share, and it will continue to look for 
opportunities for growth. While there were some challenges 
in the export market until the last quarter, there has been 
sequential growth in exports. However, there was a decline 
in exports on a YoY basis. 

 EVs: Seeing MoM growth in volumes of e3Ws. 
Cumulatively, the volumes have been doubling 
up every month. However, there are challenges 
in the supply chain for EV components. 
Currently, the company has an order book 
stretching over 1.5 months. The company has 
expanded its dealership in Northern regions such 
as Kanpur, Dehradun, and Lucknow. Expect to 
have dealer strength of 72-73 by the end of the 
year, vs. 42 dealers now. 

  Outlook- i) CVs: Positive outlook for the India business while 
it is expected to remain flattish for the US business next year, 
ii) Industrials: the US business is likely to remain flattish next 
year. In India, while the outlook is expected to remain 
positive, there are structural challenges for businesses such 
as wind energy and some softness in construction mining.  

 

  Outlook: BIL expects to sustain a stable trajectory, with 
2HFY24 being better. As a result, it expects a slight decline 
in volumes in FY24. 

 

  Domestic: Management believes OE and replacement will 
continue to grow by double digits, wherein the later would 
be better in 2HFY24 vis-à-vis 1HFY24. Exports declined 
~40% YoY while it grew 7% QoQ. However, it is also 
showing signs of improvement. 

 Europe outlook: Demand is expected to remain sluggish in 
the near term, and the focus will be on cost control 
measures. However, demand is expected to recover from 
the current level.  

 

 
 

 

Amara Raja Energy  Neutral 
Current Price INR 655 

 Outlook- Expect 6-7% YoY growth in the aftermarket for 4W and a robust 12-

13% growth in the aftermarket for 2W. Additionally, there is steady growth 

trend of 7-8% YoY in the industrials sector. Furthermore, there has been a 

noticeable uptick in demand within the telecom segment due to ongoing 

expansion efforts.  

 Revenue from LAB grew 6.4% YoY, led by 4W/2W volume growth of ~7%/9% 

YoY and inverters batteries declining ~11% YoY, while substantial portion was 

supplied through trading (~11% of revenue).  

 4W- Revenue for the aftermarket grew 8% YoY, while OEM/exports grew 3-4%. 

Export activities experienced delays due to a name change, causing certain 
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customs processes to be delayed. However, these issues are expected to be 

resolved in the coming quarters, leading to a resumption of regular export 

activities.  

 2W- Aftermarket grew 12-13% YoY, while OEM revenue grew 2-3% YoY  

 Exports are witnessing growth despite the reasonable base of 2QFY23.  

 New energy business- Revenue has doubled on a YoY basis. The company 

reported revenue of INR2.4b in 1HFY24 and INR1.5b in 2QFY24.  

 The division witnessed healthy volume growth in both chargers and battery 

packs, being supplied to 3Ws and for other storage requirements.  

 Currently seeing margins in the range of 7-8%. Expects to sustain the margin in 

pack business as the volume increases going forward.  

 EBITDA margin improved 100bp QoQ, led by better realizations and savings on 

RM cost.  

 However, other expenses during the quarter increased due to higher insurance 

premium, consultancy charges of INR100m for cost reduction processes, and 

provision toward warranty expenses.  

 No price hike was implemented in the last quarter in the aftermarket segment 

as RM remained stable in 2Q. Although there might be some negative impact 

due to the increase in lead prices and currency depreciation, the company has 

indicated that this impact will not be significant or material.  

 EBITDA margin of 15-16% is achievable even if lead prices stays around 175-

180k/ton levels (vs 200k/ton now). Previous margins of 16-17% were employed 

to lead prices in the range of 135-150k.  

 Capex- For new energy, there are three major projects- i) setting up a research 

hub (near Hyderabad), ii) customer qualification plant, iii) First 2GW hour NMC 

line (starting the commercial production some time in FY26).  

 The initial outlay over the next 2-3 years is INR15b. Land acquisition has been 

successfully concluded, and construction has recently commenced. The 

company plans to incur a capex of INR 5-6b in the next year for equipment 

purchase and various other activities. A similar expenditure is also expected in 

FY26.  

 LAB- Continue to have regular capex of INR1.5b and another INR2-3b for line 

expansions in the existing facilities.  

 Li-ion- It has laid out the plan for two major chemistries- NMC and LFP. The 

company is currently engaged in in-house development efforts related to NMC, 

while also collaborating with external partners for the development of LFP.  

 Plans to go for commercial production in FY26 with the first 2GWH line.  

 NMC would be used in 2Ws/3Ws. These are reasonably fungible; LFP is expected 

to have a market share of ~60%, 30-35% for NMC, and the rest for others.  

 Recycling plant- It is expected to commence production in the first phase. 

Overall capacity of the plant is planned in 2 phases of about 1.5L metric tons. 

The first phase is for 100k metric tons and is expected to commence in 1QFY25.  

 This production output will be utilized for captive purposes within the company. 

The plant is projected to fulfill 25-30% of the total requirement, leading to 

significant cost savings ranging between 1-2%.  

 Completed acquisition of Amara Raja power system Ltd (charger 

manufacturing unit). Also entered into tech development agreement for other 
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range of chargers for 2W and 3W and storage applications. It will help increase 

local value addition.  

 Plastic business integration started 10 months ago and is almost at its fag end, 

expected sometime in November, after which, the company will complete the 

integration of plastic component business.  

 Market share- Last year, the company’s market share stood at around 35-36% 

and the management expects it to remain the same this year as well.  

 Lubricant business- The company is currently engaged in trading activities for 

2Ws, 4Ws, trucks, and tractors. There is minimal capex planned for this 

segment.  

  

Apollo Tyres  Buy 
Current Price INR 425 

 India outlook: It is seeing healthy growth in OE and replacement segments 

while exports too are showing signs of a pick-up.  

 Exports declined ~40% YoY while the same grew 7% QoQ. OE/replacement grew 

by double-digit YoY.  

 Management believes OE and replacement will continue to grow by double 

digits, wherein the later would be better in 2HFY24 vis-à-vis 1HFY24.  

 Europe outlook: Demand is expected to remain sluggish in the near term, and 

the focus will be on cost control measures. However, demand is expected to 

recover from the current level.  

 Despite the sluggish demand environment, APTY gained ~10bp YoY market 

share in the PCLT segment and ~160bp YoY market share in the OHT segment. 

UHP mix was ~40% for the quarter.  

 In the EU, APTY is a tier-2 brand at present. However, it is not looking at gaining 

market share through lower pricing. Focus is on building the brand.  

 RM basket is expected to increase 2-3% sequentially in 3QFY24. However, it will 

be partially offset by cost optimization, product mix and price hikes if required.  

 RM basket in 2Q declined ~2% QoQ. Price of key commodities: NR- INR160/kg, 

SR- INR145/kg, Carbon Black- INR114/kg.  

 If RM goes up by ~5%, the company might take a price increase of 3% depending 

on the competition.  

 Capacity utilization for India/EU stood at 73%/75% in 2QFY24. TBR/PCR’s 

utilization in India stood at 75%/80%. The company has maintained its capex 

guidance for FY24.  

 Annualized ROCE based on 1HFY24 stood at 16%. The company may look 

forward to raising its earlier guidance of 12-15%.  

 OHT segment: The EU and US OHT business is negative (-30% YoY over last 

year). The company is holding back investments in this business. Focus is on 

sustaining the market and it will gradually look at investing in the segment.  

 OHT mix in EU and India was ~12% and 13%, respectively.  

 Focusing on improving the product mix and going for tyre size of 14” and 

upwards. The segment is gaining traction due to traction in SUVs and APTY is the 

market leader.  

 12” tyres used to form a major share of sales but now the market has moved to 

14” tyres that form 30% of the volumes. Currently, the share of 16” inch is just 
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5-6% which was negligible a few years back. Share of 17-18” tyres is at low-

single digit.  

 In the EU, UHP mix is now 40% vs. 20% six years back.  

 In 2Ws, APTY has invested in the high-end bias and radial tyres as the company 

aims to move up in technology rather than in the high-volume segment.  

 Rifen: 2QFY24 revenue stood at EUR38m (vs. EUR55m in 1QFY24) with EBITDA 

margin at breakeven level (vs. 4.5% in 1Q).  

   

Ashok Leyland  Buy 
Current Price INR 178 

 MHCVs: Management retains its FY24 growth guidance of 8-10% YoY for MHCV 

volumes. While the 2HFY24 growth outlook appears positive, it believes the 

momentum should continue even in FY25. During 1HFY24, MHCV volumes grew 

10% YoY while tractors/Tippers grew 50%/20% YoY, supported by core sectors 

and containerized movement of goods.  

 LCVs: Volumes grew 2.0-2.5% YoY in 1HFY24, which was lower than the annual 

guidance of 4-5% growth. However, this is expected to be healthier in 2HFY24 

due to visible green shoots in segments such as e-commerce, agri, consumer 

durables, and private consumption.  

 Buses: The order pipeline is strong. AL has won large tenders for diesel buses, 

and some of these will spill over to FY25. TIV for the bus industry has grown 46% 

YoY in 2Q vs. AL’s growth of 95% YoY. Market share in the bus segment has 

increased to 37.8% now from 28.3% last year.  

 E-buses: The industry was worried about the payment security mechanism 

earlier. There have been discussions between the government and industry on 

this. Government is actively working on establishing a proper payment 

mechanism, which will further drive the growth in overall volumes.  

 Price hike: The company might take a price hike of ~1% in 3QFY24, if required. 

There were significant price increases taken by peers in 3Q (by ~3%).  

 Switch: AL currently has an order book of 1,100 buses and LOIs of over 10k units 

of e-LCV. Management expects the delivery of the first e-LCV batch in 4QFY24. It 

is keen on getting external investments, but at the right valuations and with the 

right strategic partner. Till then, AL will support future funding if required.  

 Switch India is expected to be cash-positive at operating level going forward. 

Any capex in future will be small and will be towards R&D and product 

development. However, it would be self-sufficient to fund that.  

 The EU market is still not going strong and more investments will be required in 

FY25.  

 Ohm: AL has already put an equity of INR3b. The future funding will depend on 

the kind of order pipeline it would be able to generate.  

 Commodity: Management believes the commodity softening trend to continue.  

 Gross margin was ~4.5% higher YoY due to lower metal cost and on account of 

realization. Steel prices (40-45% of the vehicle), declined 8% YoY between 1Q 

and 2QFY24. Further, pricing in the industry has been improving by 1.5-2.0% per 

quarter and this trend will continue. The cost reduction program has helped 

save INR6.0-6.5b last year. It has worked on new materials, consolidating 

vendors, and optimizing design, and the efforts will continue to help even in the 

coming period.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/AL_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/AL-20231111-MOSL-RU-PG012.pdf


 
 

November 2023  13 

AUTOMOBILE | Voices 
 

 Capex guidance of INR6b for FY24. AL has incurred a capex of INR2b in 1HFY24. 

It is focusing on: i) de-bottlenecking, ii) improving productivity, and iii) reducing 

operating costs.  

 Tax rate: Management expects ~25% tax rate in FY25; however, for the 

remaining quarter of this year, it should be ~35%. 1QFY24 was lower due to 

credit on deferred tax of INR1.72b.  

 HLF: Listing is expected in 4QFY24. Total book for HLF stands at INR420b. AL is 

not looking to invest in HLF. Its capital adequacy stands at ~21%.  

  

Bajaj Auto  Neutral 
Current Price INR 5,685 

 Domestic demand outlook- While the company expects better growth in the 

festive season, the outlook going forward will depend on the sustainability of 

demand after the festive season. BJAUT believes EVs will not stop growth in 

ICEs.  

 Festive volume growth (for 33 days) is expected to be 12-15% for 2W industry; 

BJAUT should outperform  

 BJAUT’s retails grew ~22% YoY in 2QFY24 on the back of 36% YoY growth in the 

125CC category. The company’s market share in the 125CC-plus segment is now 

30% and the segment accounts of 65% of BJAUT’s volume.  

 3W business- The company reported record volumes in 2Q at 132k units and 

crossed 50k units in Sep’23. This translates to 34% QoQ/81% YoY growth, with 

an 80% market share in Sep’23. About 90% of business is financed, and the need 

for mobility has started coming back. It is seeing a migration from diesel to CNG.  

 BJAUT’s market share stands at ~93% in CNG and 80% in diesel.  

 The government plans to add 4,000 CNG stations, which should support 

demand. Growth will sustain but it will not be very high.  

 Exports still at 66% of peak volumes in FY22: The macro environment, along 

with new geopolitical challenges, has remained subdued, but improving FX 

availability has helped. Currency-led inflation continued to dampen the pace of 

recovery.  

 8-10% QoQ growth in both retail and shipments across all regions: i) Africa saw 

double-digit improvement, led by Nigeria on QoQ basis; ii) Asia/MENA/ LATAM 

saw single-digit improvement. BJAUT expects the recovery to continue at this 

gradual pace.  

 3W exports- The recovery is slow. In terms of making a deficit for Egypt, the 

company has about 11 markets under active business development. If market 

improves, it will see materialization.  

 EV 3W- EBITDA margin on par with ICE portfolio. The company has completed 

the quarter of pilot and it has been received well as BJAUT has 70% market 

share in Agra. It has commenced phase-II with an aim to expand to 40 cities in 

the next six months. The company has already entered 10 cities and a major 

push will happen in FY25. BJAUT aims to expand in markets where Autos are not 

permitted. There are many regions where ICE autos are banned in North and 

East.  

 EV 2W- Chetak- It is present in 120 cities and 140 exclusive stores and 75% of 

the high-speed markets. Its market share has increased from 4% in FY23 to 11% 

in Sep’23. The company plans to increase its network to 180 cities by FY24 end. 
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It plans to get 10k units per month this quarter and then build on it in the next 

quarter. New product launches: Once the festival is over, we will launch new 

products in Chetak. At a stage, where we will expand the retail network and the 

range.  

 The company has delivered 8k units in 2Q; It is increasing monthly production 

capacity to 10k units from 5-7k currently by the end of FY24. The company is 

building system capacities in front-end and back-end. BJAUT will expand to 100 

cities by FY24 end from 20 cities now.  

 Dividend policy- There would be multiple routes to pay back to shareholders, 

including dividends, buybacks or any other profitable routes that might look 

good in future. The slabs have been proposed but not fundamentally altered. 

The first slab is similar to the previous one. The second slab is for over 70% if the 

surplus is in excess of INR150b (vs. >90% earlier).  

 RM costs to remain stable in 3Q- There has been a slight uptick in RM costs. 

Looking ahead in 3Q, since other commodities, especially noble metal, have 

corrected significantly, 3Q is expected to be flat in terms of commodity costs.  

 Other financial items- i) 2Q exports stood at INR33.5b, ii) Finance penetration 

stood at 77% for motorcycles and 90% for 3W; share of Bajaj finance was 43% of 

total retail; iii) Spares revenue stood at INR12-12.5b.   

 

Balkrishna Inds  Neutral 
Current Price INR 2,467 

 Demand: In 2Q, export markets were affected by heat waves and recessionary 

pressures. The management feels that the worst is over for export markets and 

that it is monitoring new geopolitical tensions. Inventory in the export markets 

has normalized, but the confidence level in the distribution channel remains 

moderate (dealers carrying 2-3 months of inventory). Dispatches to global 

markets are marginally lower, with a slow and gradual recovery expected. On 

the contrary, India business is on a strong footing thanks to the government’s 

support for infrastructure and growth in agriculture.  

 Outlook: BIL expects to sustain a stable trajectory, with 2HFY24 to be better. As 

a result, it expects FY24 volumes to decline marginally.  

 BIL’s India business currently holds a market share of 4-5%, considering it 

started just six years ago. The company aims to increase its India market share 

to 10%, in line with its target for a global market share. Its global market share 

of 10% would be driven by new product launches like solid track tyres, etc.  

 EBITDA margin guidance remains unchanged at 26-28% (vs. ~24.4% in 2Q): With 

an uptick in natural rubber and oil prices, RM costs may rise in the coming 

quarters. It will evaluate price hikes to pass on cost inflation. However, with 

favorable EUR/INR (FY25E 25-30% exposure is hedged at 93-94 level vs. 88.25 in 

1HFY24) and a better mix, it has maintained medium-term EBITDA margin 

guidance at 26-28%.  

 ASP improvement sequentially in 2Q was due to a better hedge rate and a 

better mix. The EUR-INR hedge rate stood at 89 in 2Q. It is expected to be 

around 89-90 in FY24 and 93-94 in FY25 (30% covered till now). BIL expects ASPs 

to remain stable at these levels.  

 Capex guidance of INR9b in FY24 (vs. INR6b declared earlier): BIL plans to set 

up a brownfield mould manufacturing facility at its Bhuj plant, given growth 
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prospects. It presently makes moulds at Dombivali. Mould capacity will be 

utilized for SKUs of large tyres for agri/OTR purposes. It may do some small 

brownfield expansions at the Bhuj plant, but it is yet to be finalized. BIL has 

already spent a majority (~INR6b) of its INR9b capex in 1HFY24. Maintenance 

capex would be INR2.5-3b in FY24.  

 About 6-7% of total sales would be the sale of carbon black to other suppliers. 

Its advanced carbon black plant would be commercialized by 2HFY25 and would 

contribute INR4-6b to incremental revenue at full capacity.  

 1HFY24 working capital improvement was due to normalization of inventory, 

and the company expects to sustain it at this level.  

 Gross debt stood at INR28.3b as on 30th Sep’23, with 75% of it contributing to 

working capital requirement. Cash on the balance sheet stands at INR2.3b.  

 
 

Bharat Forge  Buy 
Current Price INR 1,078 

 Outlook- i) CVs: Positive outlook for the India business while it is expected to 

remain flattish for the US business next year, ii) Industrials: the US business is 

likely to remain flattish next year. In India, while outlook is expected to remain 

positive, there are structural challenges for the businesses such as wind energy 

and some softness in construction mining.  

 Sales grew 21% YoY during the quarter driven by i) ~39% YoY growth in PV 

exports and ii) ~50% YoY growth in domestic industrials led by execution of 

defense orders that has started since the last two quarters.  

 PV exports are now one-fourth of the total exports led by market share gains, 

increasing value additions and geographical expansion. The growth is expected 

to continue as there were multiple business wins. Some of them have ramped 

up and some got affected by the current problems in the US.  

 Domestic CVs underperformed due to destocking at certain CV OEMs.  

 BHFC has won INR5b of new business in 2QFY24 for the industrials and CV 

divisions. Order wins for 1HFY24 stood at INR7.4b, including INR3b for e-

mobility platforms.  

 The company incurred SA capex of INR1.7b in 1HFY24. Consol. capex was INR3b 

over SA business largely allocated towards defense, EVs, aluminum casting and 

forgings.  

 Overseas subsidiaries (combining both the US and EU) reported EBITDA of 

INR90m in 2QFY24 vs. operating loss of INR340m in 2QFY23. The EU subsidiaries 

reported EBITDA of INR350m (down sequentially due to holiday season in the 

EU), while the US operations posted operating loss of INR260m.  

 The company aims to achieve a breakeven at EBITDA level and then breakeven 

at PBT level, which will be driven by improved utilizations.  

 Capacity utilization for the Aluminum business in the US and EU stood at 50% 

and 70%, respectively. Breakeven level is the US business can be achieved at 75- 

78% without pricing being adjusted. After the second phase, there is a possibility 

to bring it down further.  

 In the aluminum business, it aims to take EBITDA margin to mid-teens. Steel is a 

10-11% EBITDA margin business, which the company aims to improve led by 

new products and value additions. It aims to achieve this by FY25E.  
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 Defense business: Won orders worth INR11b for multiple products and 

customers that will be executed over the next two years. The order book is 

increasing and includes products such as artillery systems, unmanned vehicle 

components, and solutions for naval forces & unmanned systems. The SA 

business revenue stood at INR2b.  

 JS Auto: Won a new business worth INR550m in 2Q. It has witnessed ~28% YoY 

growth in revenue, ~38% YoY growth in EBITDA and includes INR40m acquisition 

expenses towards ISML, which have been charged to P&L.  

 E-mobility: The business continues to make progress; however, the 2W business 

has been affected by a reduction in FAME subsidy.  

 Global EV orders: Currently, the company has INR3b orders from the global 

companies manufacturing EVs (not for 2Ws/3Ws).  

 Repowering business: Getting good traction as they are completely made in 

India. Test trucks have covered 200k km of test runs and 20k km of actual 

loaded customer load case.  

 M&A- It has executed three deals over the last three years with a cumulative 

outlay of INR5b focused on industrials and new technology. The focus will 

continue to be on domestic industrials with a potential of healthy exports.  
 Indian subsidiaries: It has a target to achieve a 25% EBITDA margin for both 

domestic industrials and defense and should reach close to the target by FY25.  

BOSCH  Neutral 
Current Price INR 20,728 

 Segmental performance: 2QFY24 remained a mixed bag as PV/CV production 

grew YoY but tractors/2Ws declined. 

 In autos, powertrain segment solutions grew 12.3% YoY (outperformance when 

compared to broader industry, driven by increased content per vehicle, mainly 

of exhaust gas treatment (EGT) components). The 2Ws business segment grew 

18% YoY (v/s industry decline of 1% YoY) mainly on account of BOS’s greater 

presence in premium motorcycles (v/s commuter motorcycles) which grew due 

to easing of chip shortages. 

 The non-auto segment grew ~8% YoY, led by 10% YoY growth in consumer 

products and building technologies growth of 4% YoY. Going forward, BOS 

expects the upcoming festival season to see healthy volume growth across 

categories along with exports recovery. 
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CEAT  Buy 
Current Price INR 2,115 

 2QFY24 volume grew 7% YoY, driven by 4%/10%/7% YoY growth in 

replacement/OEM/exports.  

 Replacement - 2Q is a seasonally weak quarter. The T&B segment witnessed a 

low single-digit growth, whereas the agricultural segment demonstrated robust 

growth. 2W/3W segments, as well as PCR segment, showed healthy mid-single 

digit YoY growth.  

 Overall volume grew 3.5% QoQ; replacement growth was flattish; domestic 

volumes grew by double digits and exports declined marginally.  

 Segment wise- OE volumes for 2W remained relatively stable, with a slight 

decline; 4Ws performed strongly and the truck segment showed signs of 

recovery in 2Q, growing by single digits YoY.  

 Exports- Expect overall demand to improve from the end of 3Q.  

 Headwinds continue in Europe specially in the agri segment. However, it has not 

had any significant impact on CEAT in the PCR/TBR category due to low market 

share base. The company has added 40+ SKUs in 2Q for off-highway.  

 LatAm- Volumes declined because of increased duty on TBR tyres; however, it is 

expected to do well in 3Q.  

 Africa and Asia- Already started normalizing; expect to sustain healthy 

performance in 2H.  

 US- The company will start supplying PCR/TBR tyres from 4QFY24/1QFY25 

onwards.  

 Sri Lanka- Better quarter in terms of revenue and EBITDA. Volumes have started 

growing, leading to improvement in profitability.  

 RM costs declined 2.5-3% vs 1Q. RM basket to increase by 4% in 3Q vs 2Q: 

Crude prices have increased to USD90-95 from USD75-80, adversely impacting 

the cost of commodities in 3Q.  

 Capex- Incurred INR8b in FY24 (vs. earlier guidance of INR7.5b).  

 This includes INR2b for routine capex. The remaining INR6b will be distributed 

as follows: INR1b for TBR and INR2.5b for OTR projects. The remaining funds will 

be utilized for expanding PCR/2W capacity in Nagpur, along with minor 

debottlenecking initiatives at Halol.  

 The OH tyre capacity at Ambernath will increase from 105 tons per day to 160 

tons per day. The plant will be ready by next year.  

 Incurred INR1.7b capex in 2Q. Overall capex incurred in 1H stood at INR3.9b.  

 Current production utilization stands at 80%, wherein TBR is over 90%, Farm 

radial is 65% (Lower as the first round of expansion has recently been 

completed). 2W/PCR utilization stands at 80%.  

 The company currently has a revenue potential of INR140b, excluding the 

upcoming capacities. With the addition of these capacities, there is a potential 

incremental opportunity of INR20b.  

 Net debt stands at INR18.9b as of Sep’23 (-INR1.03b vs 1Q). Debt/Equity stands 

at 0.2x and debt/EBITDA at 0.5x. The company has no plans to bring it down 

below INR10b.  

 Expect ROCE to improve further and should sustain at around 14-16% in 

FY25/26.  
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 Market share- The company has successfully gained market share in the 2W 

segment, benefitting from a positive trend in the replacement market over the 

last 4-5 months. Market share remained stable for PCR/TBR tyres, while the 

company gained in the TBB/Farm segments. In the EV market, the company 

achieved a market share of 40% in 2W and a high double-digit market share in 

Passenger cars.  

 

CIE Automotive  Buy 
Current Price INR 494 

India business  

 3QCY23 sales grew ~1% YoY, while 9MCY23 sales grew ~6% YoY, without taking 

into account the impact of a 3% drop in steel prices. Production growth for 

underlying OEM was ~4% YoY in 9MCY23. 

 There is still a scope for EBITDA margin improvement, driven by better internal 

efficiencies, the execution of many delayed projects in the coming quarters and 

the addition of new complex products. The gap between India and overseas 

operation is still very high and the company expects margin for India business to 

reach close to CIE's margin. 
Europe business:  

 Revenue for EU operations grew ~7% YoY as gains on INR were offset by the 

impact of commodity. This growth was in line with the industry growth. On QoQ 

basis, the company’s revenue declined ~15% vs. a decline of ~17% for the 

underlying industry.  

 IHS has guided for flat growth in the light vehicle industry for next four to five 

years at ~17m vehicles. However, the new project allocation in EVs will help CIE 

to outperform the industry.  
Metalcastello:  

 It is currently at the bottom of the cycle and expects to suffer a drop for the 

next couple of quarters. 3Q revenue declined 15-20% YoY and a similar decline 

is expected even in 4Q due to a cyclical slowdown in the US.  

 A recovery is expected to happen next year, specifically from 2Q/3Q onward. 

However, any weakness in the business will be offset by growth in EVs. The 

ramp-up of EV will happen next year.  
Other highlights:  

 EV orders- Metalcastello has 2 orders amounting to INR28-30m. The other 

orders are for CIE forgings, steel plates and aluminum forgings. All these 4-5 

orders should start ramping up from CY24-

orders contribute ~74% of total orders. In Metalcastello, 50% of the orders are 

for EVs. New EV orders in Metalcastello will have better margin due to high 

value add. New orders in EU are mostly for the replacement of existing ICE 

components.  

 In India, 10% of the orders are for EVs.  

 The ramp-up of these orders would be key, as orders for new EVs have been 

delayed by customers.  

 Net debt stood at INR1.1b in Sep’23. Cash from the sale of German operations 

will be received in Oct’23, which will be used to reduce debt.  

 The company has incurred annual growth capex of INR2-2.5b in India for last 2-3 

years. All of this is against the committed orders, which have not yet ramped up 

completely and are expected to see a full ramp-up in the coming period.  
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 M&A- It is an integral part of the business and the company is looking for an 

opportunity in India, including in areas such as 4W aluminum, new customers, 

etc.  

 Aluminum forging- The company is already doing it in Europe. These are for 

chassis parts, which are being done from the same machineries but using 

different process. In India, its use is very limited. If production of premium cars 

increases in India, then the need for aluminum forged parts will also increase.  

 Plastic- The company will go through the M&A route. It is already seeing success 

in composites, especially in the EV 3W segment.  

 The impact of a strike at Ford, Stallentis and General Motors in the US was very 

limited in Sep’23. So far in Oct’23, the impact has been just 10% for customers. 

CIE India- There is some impact on forging activity in Mexico for supplies to GM 

through Tier-1.  

 
 

Craftsman Automation Buy 
Current Price INR 5,115 

 Powertrain business: Expects the segment to grow in high single digits to low 

double digits over the next two years due to a high base of FY23. It should start 

growing at a rapid pace in FY26. It is working with one of the largest customers 

globally for an export order, which is expected to start in FY26. Value addition 

for new orders would be 60-70% of the gross block. Utilization improved to 70% 

in 2Q (vs. 60% in 1Q). Also, the company is building in more capacities to cater 

to demand for the off-highway segment.  

 Aluminum die-casting: The company is in a ramp-up phase. All order wins over 

the last two years are translating now. Utilization stood at 80% for SA business 

and ~85-90% for DRAIPL.  

 DR Axion- Finalized a new order for Hyundai for its new Talegaon plant, which is 

going to be operational by FY25. This will add another 5-10% to revenue growth 

for DRAIPL.  

 Industrials- There was a pause in the storage solution business in 1HFY24, but 

2H is looking strong. It has an order book of INR1b in automated storage. 

Revenue from the storage division in 1HFY24 was INR1.64b, of which 27% came 

from automated storage.  

 Incurred capex of INR2.6b in 1HFY24 and guided for INR4.8b for the full year. 

This includes INR1.5-1.6b for greenfield. Incremental greenfield capex would be 

INR1b in FY26. The company is looking to house all the segments, mainly 

powertrain, aluminum and some backward integration.  

 Location is very close to the mother plant in Coimbatore, which is 40km away. 

The company has 48-acre land there and it will create one premise for each of 

the three segments for future expansion, which is a mixture of the similar 

business and possibly backward integration (5-10% of total requirement).  

 Localization opportunity- i) China+1: Foundry capacity in China is 10x bigger 

than India. India has 10 different foundries, equivalent to China’s single foundry.  

 Hence, the intent of increasing localization will lead to adding scale in India, ii) 

geopolitical situations, iii) GDP growth in India.  

 Brazil business- The business is protected until FY28-29. The economy is not 

doing well. 1H sales are ~30% lower for deemed exports to Brazil. It should pick 

up in 4QFY24.  
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 Debt has increased because of cash outflow of INR3.75b towards DR Axion and 

might further increase because of greenfield capex. However, the company aims 

to maintain it at 1.5x of EBITDA.  

 The company reported 2Q export revenue of INR570m, mainly contributed by 

powertrain/Aluminum div/industrials at INR90m/130m/350m.  

 Value add across segments- Powertrain/Aluminum division/DRAIPL/Industrials- 

62%/42%/40%/35%.  

  
 

Eicher Motors  Neutral 
Current Price INR 3,843 

 The company saw a growth of 13-14% during the festival period. This growth 

was evenly spread across all regions. The Classic 350 saw the highest growth 

during the festive period. Hunter volumes also grew on the high base of last 

year. EIM expects this growth momentum to sustain going forward. Its 1HFY24 

market share stood at 32% in the >125cc segment and 7.4% in the overall 

motorcycle segment, similar to FY23 levels.  

 The retails in the export markets are doing well. Despite challenging situations in 

export markets, RE has been able to protect its market share at 8%/9%/9% in 

America/APAC/EMEA. It is focusing on new launches (e.g.: Super Meteor that 

was just launched in America two weeks back). It expects wholesales to remain 

tepid in the near term and should be normalizing going forward.  

 EIM launched the Himalayan 452cc motorcycle on the new Sherpa platform just 

three days back and the initial response from the press/media has been 

encouraging. The new engine setup has a power/torque output at 65%/20-30% 

more than the outgoing 410cc engine and comes loaded with the latest features 

such as TFT display paired with Google navigation. RE expects Himalayan 452cc 

to be a growth driver for the company both in the domestic and export markets, 

especially at a time when the competition has launched two newer bikes (Harley 

X440 and Triumph Speed 400) in the same category.  

 The new Bullet 350 launched on the J-series platform has seen an overwhelming 

response, and the traction is greater than the outgoing model. Exports would 

commence in the near future.  

 Gross margin expansion, despite a weaker mix (lower exports), was due to 

moderating commodity costs (1% savings) and the effect of the price hikes taken 

in May’23 that was fully reflected during the quarter.  

 RE presently has three platforms: J-series (for the 350cc engines), Sherpa (on 

the Himalayan 452cc) and the platform on the 650cc engines. There would be 

further launches in the 350cc and 650cc segments on these platforms.  

 The accessories market for RE is growing as it has launched 587 accessories in a 

row, and customers are preferring them. Over 80-90% of the customers prefer 

RE genuine accessories and are satisfied with them.  

 The electric prototype of the Himalayan motorcycle, showcased at the EICMA 

show, is unlikely to go into production. It was showcased to exhibit the 

company’s capability in the EV space. The cost of the electric motorcycle would 

be 3x (vs. ICE counterpart) if launched. Hence, the company is studying the 

Network- EIM added four new large-size stores in India with a total network of 

2,017 dealers, and also added 11 in international markets with a total network 

Click below for  
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of more than 1,050 outlets. The international market includes 217 exclusive 

stores and 836 multi-brand outlets. 

 Capex would be 2-3% of the overall revenue going forward. 
 VECV: The company recorded its highest ever 2Q sales. It has been able to gain 

market share by growing its network and product portfolio across different 

verticals. It has also been ranked as no.1 in the FADA dealer’s survey.  

Endurance Technologies Buy 
Current Price INR 1,608  

India business  

 Demand outlook- Rural demand is likely to improve. While 3W has already been 

growing, premium 2W is also seeing healthy growth. New models such as Harley 

Davidson and Triumph have witnessed sharp growth since their launches.  

 New orders- The company has won orders worth INR7.77b from OEMs so far 

(other than Bajaj), which should peak in FY26. The total 4W business win to date 

is INR1.17b. It has received INR19.16b worth of requests of quotes.  

 New business wins in 2Q: TVS- INR266m for inverted front fork and rear 

monoshock suspension; Ather- INR115m for brake business; Suzuki- INR253m 

for new scooter; HMSI- INR40m for EV casting business.  

 EV orders- Cumulative orders of INR6.19b (including Bajaj Auto). The new 

business win in 2Q was from TVS of INR266m for its inverted front fork and rear 

mono shock suspension business and Ather’s brakes business of INR115m.  

 BMF assembly surface- Mounted technology line will start operations in Feb’24. 

The peak business value will be INR1.2b per annum for the battery management 

system by FY25.  

 Ramping up EV scooter business to 240k sets per annum for eight parts of EV 

battery pack and motor housing. Total value to start at INR1b per annum and 

will reach the peak in FY25.  

 Since FY20, ENDU has won INR36.6b of business, of which ~INR25.7b is new 

business and the balance is replacement. The new business is expected to peak 

in FY25, which is mainly for suspension, castings and braking systems.  

 Aluminum forging: Increasing the capacity from 280k parts per annum to 600k 

parts at an additional business value of INR800m. The business has started and 

will reach its peak value in FY25. It has added JLR for EV passenger cars with an 

export business value of INR240m.  

 Aftermarket sales stood at INR1.25b (vs. INR1.04b in 2QFY24). Aftermarket 

exports grew 12.6% YoY to INR450.6m.  
EU business  

 Demand: Outlook remains weak. Recessionary pressure in Europe is hurting 

order intake. However, despite an increase of 3.7% in production in EU, revenue 

for ENDU grew 10% in 2Q. ENDU is confident of managing the situation over the 

next two quarters as it focuses on starting new projects.  

 ENDU overseas reported a turnover of EUR62.8m (vs EUR57m in 2QFY23), with 

EBITDA margin of 14.8% (vs 11.5% in 2QFY23).  

 In 1HFY24, the company has won EUR19.76m business (vs ~80m in FY23), 94% 

of this are attributable to EVs. Out of the total orders of EUR104m won in last 18 

months, EUR60m orders are towards EV battery market.  

 In 9MCY23, battery EV penetration in EU has increased to 15% vs. 12%/9% in 

previous 2 years.  
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Maxwell  

 Won BMS business of INR1.29b in FY23 and INR883m till 1HFY24. It currently 

has RFQs of INR810m. Since FY22, the company has won business worth 

INR37.4b, which is expected to fully realize in FY26.  
 Focus on bringing down the component cost and other costs and becoming 

profitable by FY25.  

Escorts Kubota Neutral 
Current Price INR 3,262  

 Domestic demand- FY24 volume growth to remain flattish (+/-2% growth YoY) 

led by festive mismatch, high base of last year and erratic rainfall. Believe 3Q 

growth would be slightly positive despite October being negative and 4Q would 

see a marginal single digit growth. Demand from commercial segment is 30-35% 

of overall sales and has been stable over last 18 months.  

 Regional growth- South has de-grown in the festivals while observed some 

growth in Northern markets; MH has dropped; Gujarat has surprised positively 

led by subsidies; east has de-grown; central and north has grown; UP has been 

flat.  

 Exports- Expect industry volumes to de-grow 10-15% YoY in FY24 led by Due to 

recessionary pressure in EU and product related challenges. However, expect 

20-30% YoY growth in FY25. Aims to start exports in US market from FY26 as the 

company is currently working on product developments. Contribution of exports 

through Kubota channel was 32%.  

 Managed to pass through entire inflation till now- Company took 2 price hikes 

in 1HFY24- first in 1Q followed by second hike in Mid-Sep, cumulatively of 1.7%. 

Despite some increase in commodity basket, don’t expect it to move 

significantly higher.  

 Inventory currently stands at 4.5-5 weeks which is expected to come down to 4 

weeks by November end. Believe this is the healthy level. It was 5-5.5 weeks at 

the beginning of the festive.  

 Capex guidance lowered to INR2.-2.5b for FY24 vis-à-vis earlier guidance of 

INR3-3.5b. However, part of the capex will move to FY25.  

 Farm equipment- Aspiration to grow this to INR10b topline business. Kubota 

has strong presence in harvester and transplanters. The company is still in the 

process of developing some products and some good business is expected to 

come from next year to Escorts. It will become a sizeable business post the 

merger. Sales JV in Kubota has close to INR3b top line coming from the farm 

equipment side. And Escort is still ~INR0.5-0.6b.  

 TREM-V expected to get delayed: It should have started from Apr’24, however 

it should see a delay now as TREM-IV got delayed by 18 months. Cost impact 

would be substantial on <50HP as there would be transition from TREM-3 to 

TREM-5, expected it to be ~INR125k. All tractors would be moving to TREM-V 

norms. 8-10% would the price impact from TREM-III to TREM-V norms (v/s 4-5% 

from TREM-IV to TREM-V).  

 Construction Equipment division- FY24 will look similar to 1H growth. Volumes 

grew ~72% YoY in 2QFY24. Growth driver is on track led by government’s thrust 

on faster execution of ongoing projects coupled with higher bank credits and 

positive macros.  
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 Railway division- Believe to maintain double digit growth this year and next 

year as well. The company is trying to get into new type of rolling stocks which 

are being used in Vande Bharat. Also, in terms of margins the company aims to 

maintain it in the range of +/-100-200bp.  

 The company has successfully completed field trials for EMCBS i.e. Electric 

microprocessor controlled brake system. And qualified as a developer source in 

the last quarter.  

 Order book for the division at the end of the quarter was INR8.7b. Orders have 

come back to the pre-COVID level while the execution has been faster. New 

product contribution to overall revenue was at over 60%.  

Exide Inds  Buy 
Current Price INR 286  

 Revenue growth was largely driven by volumes and calibrated pricing strategies. 

Exports currently account for 9% of standalone business.  

 Automotive division witnessed demand uptick both from OEMs and in the 

replacement market. Large-scale capex across sectors is driving volumes and 

sales growth in the industrial division.  

 Lead prices increased ~4%, which in turn negatively impacted RM by ~2%. 

Despite that, gross margin improved QoQ due to cost optimization. It aims to 

return to the EBITDA margin range of 14.5-15% in future.  

 Aftermarket division: Replacement demand usually kicks in after three years of 

OEM supplies. Hence, the company is still facing the impact of Covid-related 

slowdown. However, it is seeing an uptick in replacement for both 2W and 4W.  

 Industrials: Huge scope thanks to smart city initiatives, data centers, telecoms, 

power plants, growth in public sector and gradual pickup in private segments. 

Seeing growth across telecom, solar UPS, power, project sector. EXID is the 

market leader in all the segments, except Telecom.  

 Exports present a promising opportunity in both auto and industrials. It is 

already supplying traction battery to Germany. In auto exports, there was anti-

dumping duty in Middle East and UAE; however, it has configured products that 

are outside the ambit of antidumping, and supplies have started now.  

 Li-ion business: The project is expected to start by the end of FY25 and it should 

take a few months to stabilize.  

 Started having a discussion with 4W, 2W and telecom customers in the 

stationary space. Hence, the company will get the first-mover advantage. 

Homologation of Li-ion products takes ~18 months. Hence, the early-mover 

advantage is crucial. The company will initially start with both LFP and NMC.  

 The homologation process has already started. Capex requirement for phase-1 

is INR45-50b, which will be largely done through equity infusion. It can look for 

external borrowings if required, which can be later paid through cash flows from 

core business. So, liquidation of investment is not needed.  

 The order book for the segment is INR6-7b, which has remained stable 

sequentially, but the timeline has changed due to PLI-related issues. This order 

book also includes a high share of stationary applications like telecom.  

 Advantages of sourcing locally: OEMs have to go through a huge working 

capital cycle due to high RM inventory of li-ion batteries vs. lead, which was 
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earlier used to work on time basis. Advantage of having local suppliers will help 

OEMs get back to previous working capital cycle. Also, dialogues between OEMs 

and suppliers will improve. Along with this, the company is confident to 

manufacture the products at international pricing.  

Hero MotoCorp Buy 
Current Price INR 3,379  

 Festival demand- Within the first 17 days, HMCL has grown 15% compared to 

the previous festive season. Furthermore, the industry as a whole is thriving. 

The company has devised a comprehensive strategy encompassing its entire 

product portfolio. Rural demand has picked up as well.  

 Demand outlook- Momentum is building up. Following the festive season, the 

demand from the marriage is anticipated to fuel growth for HMCL. Over the last 

2-3 years, there has been a slight shift in the market mix toward urban areas. 

However, the current balance suggests a recovery in rural markets. In terms of 

exports, the company’s primary markets include Bangladesh and Colombia. 

Additionally, there are promising prospects in emerging markets such as Nigeria, 

Mexico, and Turkey. While 2Q showed sequential improvement, geopolitical 

challenges need to be watched out for.  

 Premium: HD/Karizma has order backlog of 25l/14k units respectively.  

 Started delivery of HD across 100 stores and has delivered 2k units so far. The 

current order book is over 25k units. This is expected to be served over the next 

four months.  

 Hero 2.0- Currently, it has 200 stores (from 20 stores in march) in seven 

months and plans to get to 500 stores in the next 6 months. Expects more 

product launches over the next 4-6 quarters.  

 Planning to ramp up production capacity between Harley and Karizma to 

10k units per month by phase-1. Profitability in the segment is better as the 

segment is expected to add higher merchandizing revenue in the future.  

 Electric 2W- EVs are holding 5% volume share even in the festive season, which 

indicates increasing adoption of EVs in rural areas.  

 Vida has breached the milestone of 2k units in monthly sales. This figure is 

anticipated to rise even further in the coming months. The company’s 

objective is to extend its presence to more than 100 cities by December’23 

and diversify its product offerings by introducing new models at various 

price points in FY25.  

 Current production run rate is ~1k units/week. Infrastructure development 

is happening at a rapid pace. The company is also bringing its exclusive Vida 

dealership starting from Pune.  

 Believe industry is in the Margin recovery phase-  

 The company has not taken price hikes higher than the industry. Margin 

expansion will be aided by operating leverage and it will be deployed 

toward new launches.  

 2Q ICE margin was 15% and 90bp was deployed toward EV. As of now, EV is 

not positive even at the gross profit level.  

 Ather- HMCL currently holds 37.5% stake. It is working on different synergies. 

The company has collaborated in the development of a two-wheeler fast 
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charging connector, which has now become a widely accepted industry 

standard. Also, it is working on improving the supply chain area.  

 Others operating items  

 XTec mix is a 20% of overall volumes and ~33% in Xtec variants.  

 Spare parts, accessories, and merchandise business reported a revenue of 

INR13.54b. This growth is coming from parts business, oil, and some new 

addition in tyres. The company is also working on expanding the 

distribution. Also, reported sales of INR5b in October.  

 Channel stock is expected to come down to 4-6 weeks after the festive 

season.  

 Adhering to annual capex guidance of INR10b.   

Mahindra & Mahindra Buy 
Current Price INR 1,560  

 Autos: Demand momentum strong for higher-end products (priced over 

INR1.3m).  

 Festive- There has been a healthy double-digit growth. Bookings have been 

consistent. XUV300 and Bolero have underperformed vis-à-vis other products.  

 Capacity of 49k units per month will be ready by the end of Mar’24. Anticipating 

an expansion in capacity upon reaching the current peak, the company will try 

to keep capacities fungible between ICE and EVs.  

 Open bookings at 286k units, including ~70k/76k/119k open bookings for 

XUV700/Thar/Scorpio-N, respectively. Cancellation rate is less than 8%. Average 

inventory stood at ~30 days in 2QFY24.  

 Tractor/FES - Expect FY24 volumes to be flat YoY. Monsoon spread in Southern 

regions and Maharashtra was not healthy, leading to weakness in demand.  

 Demand in northern states is better off. Navratri was largely as per 

expectations. November is expected to see healthy volume growth.  

 MM gained market share of 150bp YoY to 41.6% in 2QFY24.  

 Farm Machinery- Revenue for 2QFY24 stood at INR2.23b and expect FY24 to 

end at 45% YoY growth. Market share in Rotavator stood at 21.5% in 1HFY24 

(vs. 17.9% in 1HFY23).  

 Last Mile mobility- EV penetration in L5 category is ~10.5% in 2QFY24 (~7.2% in 

2QFY23). EV penetration in passenger and cargo stands at 10.1% and 12.5%, 

respectively.  

 TCO- There is a benefit of ~INR300k over CNG and ~INR500k over diesel. 

Charging infrastructure is not very important as the coverage is very limited. In 

the long run, EBITDA margin between ICE and EVs will be similar.  

 MM holds a dominant position in the market and anticipates sales of 74k units 

in FY24E.  

 EVs- Born EVs will operate as a distinct entity within a separate company, 

emphasizing the desire to showcase the EV business independently. The 

transition is expected to take an additional 1-1.5 years to complete.  

 XUV400- Looking to conclude backend sales by the end of FY24, as the company 

aims to implement a series of upgrades before initiating the ramp-up phase.  

 Hybrid products incur relatively higher costs, and their efficiency is dependent 

on increased usage. While the company may explore hybrid programs at a later 

stage, the current primary focus is solely on EVs.  
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 Mahindra Finance- Structural improvement in asset quality will result in lower 

credit costs over time.  

 A provision of INR 3.45b was reversed last year, attributable to a notable 

decrease in GS2% + GS3%, leading to a substantial INR 6.21b swing in provisions. 

This reversal significantly contributed to the reduction in PAT.  

 NIM was 30bp lower than budgeted, due to higher borrowing cost and customer 

mix. FY24 provision was budgeted at INR2.76b.  

 It is on track to achieve ROA of 2.5% in the next 1.5 years.  

 The company generated a net cash of INR48.9b in 1HFY24. Gross debt stood at 

INR15b and cash balance at INR16.2b as on Sep’23.   

Maruti Suzuki  Buy 
Current Price INR 10,531  

 Demand outlook: The industry has grown 20% YoY during the festive season so 

far. Management expects ~18% YoY industry growth throughout the festival 

 is 

anticipated to grow 5% YoY in FY24, while MSIL is likely to outperform with 

~10% YoY growth for the year.  

 Overall demand has been stable. The central region (Delhi, NCR, Rajasthan, and 

MP) is doing well; the southern market is stable, while there is a weakness in the 

eastern markets.  

 Rural growth was slightly better than the urban. There is a sustained weakness 

in lower-end models, which is also reflected in the reduction in first-time buyers 

by ~10%.  

 Order book at end-2QFY24 was 288k units (~355k units in 1QFY24), which has 

further declined to 250k units now, as supply side issues are largely normalized. 

MSIL has been cautiously optimistic about the availability of semiconductors. 

After eight quarters of production losses, the company finally did not witness 

any losses in 2Q.  

 Of the total order book, 130k is for CNG, and ~74k for Ertiga while most of the 

remaining order book is attributable to the SUVs. There are no longer any 

constraints for CNG.  

 Inventory is slightly higher than one month. The company believes this is a 

healthy level, considering the festival season.  

 Exports volume grew 9.7% YoY to 69k units in 2Q. The top-3 models in exports 

are Baleno, Dzire and Spresso. The goal is to triple exports to 0.75m units per 

year by FY31. Grand Vitara and Brezza too have started contributing, while 

exports of the 5-door Jimny have commenced to LatAm and Africa.  

 The company is currently exporting to 150 countries. It will continue to focus on 

LatAm, the Middle East, Africa, and South East Asia.  

 Export revenue for the quarter grew 27% YoY to INR43.3b. Export ASPs are 

marginally higher than domestic.  

 The 2QFY24 reflects all the tailwinds. The sequential decline in commodity 

prices contributed to significant EBITDA margin expansion. This was further 

supported by favorable mix, employee cost (1Q had a one-off), and operating 

leverage.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Some benefits of the decline in precious metals should accrue in 3QFY24, while 

increasing steel prices may limit the gains. Contribution from a favorable FX 

should also accrue, as Yen is depreciating against the USD.  

 Discounts for 2QFY24 stood at INR17.7k/unit (vs. INR16.2k/unit in 1QFY24).  

 Capex guidance for FY24 is INR80b, while it is yet to be evaluated for FY25. The 

capex towards SMG production enhancement will be incremental to this and 

the quantum will be decided after completing the budget.  

Others  

 The company reported 23% market share in SUV in 2QFY24.  

 MSIL currently has 17 models and it aims to take it to 28 models by end of the 

decade, following the strategy to enrich the portfolio in the growing segment.  

 

Motherson Wiring  Buy 
Current Price INR 60  

 EBITDA margin is likely to improve in the coming quarters, driven by the ramp-

up of new models where there is potential for increased efficiencies, as well as 

some RM cost pass-through mechanisms. This coupled with other activities such 

as cost reduction, localization, and customer recoveries should help margins. 

 Increase in RM- There is a pass-through arrangement in place with the 

customers, operating with a quarter lag, and it is anticipated to be settled 

regularly going forward. 

 New facilities- A few have been ramped up to 70-80%, while others are ramping 

up at a few locations. 

 Maintained a capex guidance of 1.25b for FY24. Incurred capex of INR0.26b 

1HFY24. 

 The EV program contributes to 3.5-4% of the total revenues, encompassing 

covering all segments including PVs, CVs, and 2Ws. 

 

 

 

 

 

Samvardhan Motherson Buy 
Current Price INR 88  

 2QFY24 performance- The growth in India & China is offset by temporary 

slowdown in production in North America due to labor strikes and in Europe on 

account of the annual summer holiday shutdowns at OEMs.  

 Revenue growth of 25% was contributed by a) organic growth (18%), and b) 

completed M&A transactions (10%) in the quarter (SAS, Ichikoh, Saddles and 

Roll-on) amounting to INR18.51b and EBITDA of INR1.8b.  

 The company currently has booked business of USD77b as of Sep’23 (vs 

USD69.1b in Mar’23) for its automotive vertical. Share of EVs is ~22% in the 

booked business. Non-Auto booked business includes USD1.3b of Aerospace, 

after the closure of AD Industry acquisition.  

 Capex guidance for FY24 has been revised upwards to ~INR45b vs earlier 

guidance of ~INR33b (+/5%). The increase is on account of capex of newly 

acquired assets and support

new facilities in India is increased to ten from six announced earlier.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 The company incurred a capex of INR12.96b in 2QFY24 vs INR7.67b in 1QFY24, 

which includes growth capex to support customer needs in emerging markets.  

 Net Debt to EBITDA ratio is at 1.9x, well below the stated financial policy of 2.5x. 

Net debt stood at INR134.16b as of Sep’23 vs. INR83.11b in Jun’23. The increase 

in debt was led by: i) ~INR38b for M&A payouts for transactions closed during 

the quarter, ii) higher capex to support the impending growth in emerging 

markets, and iii) dividends paid during the quarter.  

 Closed four acquisitions (SAS, Saddles, Roll-on and Ichikoh) during 2QFY24.  

 The company has done 15 acquisitions since Sep’22. Combined pro forma 

gross/net revenue was USD6.4b/USD2.6b from new acquisitions.  

 Acquisition of Dr. Schneider Group was completed in Oct’23 and will be 

consolidated in 3Q results  

 RoCE for 1HFY24 was at 16%, excluding acquisition and Greenfield plant (vs 12% 

in FY23).  

SONA BLW Precision  Neutral 
Current Price INR 585  

 BEV contributed 27% of the revenue at INR2.07b in 2QFY24, resulting in 58% 

YoY growth. Revenue from BEV grew ~12% QoQ, due to the successful ramp up 

of one large program for traction motor during the quarter.  

 Added two new EV programs and one new EV customer  

 The new order book has increased to INR221b at the end of 2QFY24 vs. INR220b 

at the end of 1QFY24, with EVs accounting for 78% of the total.  

 Secured a INR1.7-b order from a North American EV customer for Rotor-

embedded differential sub assembly. SOP from 2QFY25.  

 Another order from an existing customer has been placed for the Mid-drive 

traction motor designed for electric 3W, with an order size of INR3.7b. The SOP 

for this order is scheduled from 3QFY25.  

 Added seven new future products to the roadmap during the quarter  

 It has added two products in the driveline business (light weight differential and 

robotics gears), two in motor business (non-auto mobility motors and integrated 

motor controller), and three in newly acquired sensors business (zone 

monitoring sensors, 360-degree short-range radar sensors, and in-cabin 

sensors).  

 These products are under development in the R&D centers at Gurugram and 

Chennai.  

 Vision to expand into non-auto mobility. The current share of non-auto is ~10% 

of the revenue, which includes farm equipment, off-highway and construction 

equipment. The company is strategically expanding into various sectors of 

mobility, aligning with its new vision of focusing on mobility in general. The 

company is actively engaged in the development of drive motors tailored for 

non-automotive mobility solutions.  

 EU geography is doing fairly well. Expect EU to see better growth from FY25 

onwards, as two new products are being launched with two major EU OEMs.  

 Impact of UAW strike- If there had not been a strike, revenue in the second 

quarter may have exceeded INR8b. Recently, 2 more plants have been struck. 

The longest strike in the history was for 113 days, 78 years ago and the most 

recent was 45 days. The current strike has so far crossed 40 days.  

 Market share of differential gear is expected to be ~10% in 9MCY23 (vs 7.2% in 

CY22).  
 

Click below for  
Detailed Concall Transcript & 

Results Update 
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Tata Motors  Buy 
Current Price INR 681  

 JLR expects gradual improvements in supply chain to continue in 2HFY24. Chip 

and other supply constraints continued to ease in 2Q, along with the benefit of 

agreements and relationships with key suppliers. 3Q/4Q production and 

wholesale volumes are expected to improve further.  

 The order book has fallen sharply as supplies improved. It aims to bring it down 

to the pre-Covid level of ~110k units.  

 The order book remained strong with over 168,000 client orders, with RR, RR 

Sport and Defender accounting for 77% of the order book.  

 Production of RR and RR Sport averaged 2,800 units per week in 2Q and reached 

the peak weekly volume of 3,250 units after the shutdown. It expects to see 

further increase as a new body shop starts at 3Q end.  

 JLR’s EBIT margin target for FY24 has been increased to ~8% from 6%+. The 

company continues to expect FCF of over GBP2bn in FY24 and expects to reduce 

net debt to less than GBP1bn by the end of FY24. Investments are expected to 

go up in 2H for the planned capex and new investments.  

 It is going to invest GBP15bn in its transition to EVs over the next five years:  

 Over the next five years, the company will invest more than GBP1.4bn in JLR’s 

Halewood plant in Merseyside and Solihull plant in the West Midlands, UK, to 

produce next-generation EV models. JLR’s Nitra plant in Slovakia also confirmed 

to build next-generation EVs.  

 GBP250m investments in JLR Future Energy Lab at Whitley Engineering Centre, 

Coventry, UK, to develop electric drive units (EDUs) in-house.  

 JLR partners with Wykes Engineering to develop one of UK’s largest second-life 

battery energy storage schemes.  

 The tax rate was higher as it was not able to recognize deferred tax assets due 

to earlier losses. There is unrecognized deferred tax asset of GBP1b. Guides for a 

25-29% tax rate in the long term.  

  

Tube Investments  Buy 
Current Price INR 3,197  

Volume grew 13-14% YoY during the quarter,  
 encompassing both the engineering and metal business. Revenue had some 

pass-through effect of steel price change. The growth was primarily driven by 

both PV and CV segments, while 2W demand remained subdued. Additionally, 

the company’s focus on non-auto sectors and exports contributed significantly 

to the growth. Exports is currently 14-15% of the revenue, similar to that in 

FY23.  

 Steel price is a pass through. The company has an arrangement with OEMs, 

allowing for settlements based on these price movements.  

 Exports-  The company has grown QoQ. Expect further improvement in the 

coming quarters.  

 EBITDA margin expanded 70bp QoQ due to operating efficiencies, product mix, 

and focus on light weighting and exports.  

 Engineering division- Expect a growth rate of 12-15% over the next three to five 

years. The company has successfully gained market share and it will continue to 

look for opportunities for growth. While there were some challenges in the 

export market until the last quarter, there has been a sequential growth in 

exports. However, there was a decline in exports on a YoY basis.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Mobility- The business is going through a bit of a slump in terms of demand. 

Whole business needs to be reoriented and will focus more on the exports. 

Factors such as China+1 and anti-dumping will aid the growth.  

Metal formed-  
 Railways is yet to pick up; currently working on building capabilities. The 

railways have released tenders, and the company is participating in the bidding 

process. As a result, there are expectations of significant growth in the coming 

quarters for the company.  

 Door frame project- The company is likely to participate in the western region 

project of Hyundai, which has already been published in India. 

 EV- Seeing MoM growth in volumes of e3Ws. Cumulatively, the volumes have 

been doubling up every month. However, there are challenges in the supply 

chain for EV components. Currently, the company has an order book stretching 

over 1.5 months. Believe to overcome the supply challenge in the coming 

period. 

 The company has expanded its dealership in Northern regions such as Kanpur, 

Dehradun, and Lucknow. Expect to have dealer strength of 72-73 by the end of 

the year vs. 42 dealers now. Branding strategy will largely remain consistent. 

 HCVs- The order book of INR10b in the HCV segment was based on the Opex 

model and now the company has moved to the Capex model, wherein the 

customer pays for the entire asset up front. Additionally, significant effort has 

been invested in re-engineering the product. The company commenced shipping 

the revamped product last quarter and volumes have begun to ramp up. The 

sales cycle is longer in the capex model as customers typically first undergo a 

trial period before making a purchase decision. 

 Tractors- The company will get it homologated (27HP equivalent) in 4QFY24 and 

then start selling from 1QFY25. 

 Reported EBITDA loss of INR520m for EV products in 2QFY24. Consol EBITDA 

losses is expected to increase for a few quarters with growth in the EV segment. 

However, it should not increase significantly, as most of the plant-build outs 

have already been completed, with the exception of the small commercial 

vehicle. Hence, the product is anticipated to stabilize in terms of EBITDA losses. 

 Large part of the capex will be used for TI1 and TI2 opportunities. The company 

has identified a list of pipeline opportunities that represent potential areas for 

deploying available cash. The TI-1 and TI-2 would consume capex of over INR4b 

annually. 

 Success rate of projects in TI2 would be over 50%. However, the company 

expects PAT CAGR of ~20% over the decade. 

 TI-3- Continue to monitor different targets; right now, valuations are very high 

and the company does not want to overpay in any assets. The company prefers 

3rd quartile assets. 

Other businesses- 
 Optic lens- The company has got the product approval and is currently in the 

middle of discussions in terms of volume and pricing. If it materializes, the 

company will have to invest more. 

 CDMO- The lab is getting ready. The company’s application for the facility is 

pending and expected to be approved in the next 10 days. The primary objective 
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is to launch the FTE business model. The strategic approach involves engaging in 

both contract manufacturing and APIs. Additionally, the company plans to 

introduce a degree of differentiation by incorporating platform technologies. 

The lab would house 120-130 employees, while currently it has 15-16 people. 

 Lotus- Grew 30% QoQ in 2QFY24; also looking for backward integration to 

increase the operating margins. It will need capex to support its supply chain. 

 

TVS Motors  Neutral 
Current Price INR 1,725  

 Domestic: Ongoing festivals have started on a positive note, and TVSL believes 

that growth should sustain for the coming period as well. TVSL has 

outperformed the industry during the Dussehra period.  

 Rural should possibly do well while growth in urban has continued. The 

monsoon deficit is more than 35% in a few markets. Infrastructure investment 

by the government should help bring demand back gradually in rural.  

 Inventory levels stood at 25-30 days.  

 Exports: International markets, including Africa, are settling down and retail is 

picking up. TVSL does not have much stock in the market. Management is 

confident about African and Asian markets moving towards EVs.  

 The entire European market is going through less growth and high inflation 

phase which is hurting demand. Interest rates are in the range of 5-6%. TVSL is 

confident that investments in e-bikes are going towards the right direction.  

 After Africa, the company is now focusing on the LATAM market with the right 

set of products leveraging Apache, Raider and Ntorq.  

 EVs: The company sold ~58k units of EVs in 2QFY24 vs. 16k units in 2QFY23. It 

currently has 337 touchpoints.  

 IQube: Ramped up production to ~25k units per month; TVSL is planning to take 

this to the next level. It has strong bookings and now the company plans to 

launch a series of products in the range of 5kW to 25kW over the next one year.  

 It has started supplying iQube in the international markets and the product will 

be available in more markets (including Europe) over the next 2-3 quarters.  

 iQube has positive contribution even after FAME-II subsidies cut.  

 The company has guided for a capex of INR10b in FY24 largely towards EVs. 

TVSL has incurred investments of INR6.2b in 1HFY24 and will be looking at INR8-

9b for FY24. It has made investments of INR1b towards TVS Credit, INR1.8b 

towards Norton, INR1.9b for SMEG and some investments towards TVS Digital.  

 TVS Credit- Book size stood at INR235b as of 2QFY23, with a well-diversified 

portfolio covering tractors, used vehicle, consumer durable, MSME besides 2W. 

PBT for the quarter grew 39% YoY to INR1.8b in 2QFY24.  

 Two product launches happened at the global level- TVS X and TVS Apache 

RTR 310. Deliveries of TVS X will start from 3Q onwards. India will be the first 

potential market. Received positive feedback for TVS X in Indonesian market.  

 Announced start of production of BMW CE-02, and the product launch is 

expected by March-April next year.  

 The company reported exports revenue of INR20.08b in 2QFY24 and spares 
revenue of INR7.65b. USD-INR stood at 82.5.  
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 For Cement, most of the companies remained positive about cement demand, led by demand from the 
government’s infrastructure projects, real estate, private and industrial capex, and housing demand from tier-
II/III/IV cities. Cement prices were up across markets during Sep-Oct’23.  

 The all-India average cement price increased 4.5% MoM (INR16 per 50kg bag) in Oct’23. However, the 
sustainability of these price hikes should be monitored. Fuel consumption costs for cement players declined 7-
20% QoQ to INR1.58-INR2.18/Kcal in 2QFY24. 

 

KEY HIGHLIGHTS FROM CONFERENCE CALL  
 Insights and future outlook FY24 Capex plans 
  Cement demand remained strong across regions. 

However, there was a slight decline in demand in 
the East during Sep’23, attributable to heavy rains. 
Industry demand is expected to grow between 9% 
and 11% YoY in FY24. 

 Cement prices have increased in the past few 
months. Currently, the all-India price is 7-8% higher 
vs. Jun’23-exit. The price increases are holding well 
as of now, but the sustainability of these price hikes 
should be monitored. 

 Average fuel cost was INR2.18/kcal vs. INR2.34 in 
1QFY24.  

 The total expansion under Phase-II, including bottlenecking, 
will be 28.4mtpa, bringing the grinding capacity to 159.65 
mtpa by 1HFY26. The company will announce further capex 
plans before the end of CY23. 

 Capex stood at INR43.4b in 1HFY24. It maintains capex 
guidance of INR60-70b each in FY24/25. Working capital 
increased by INR6b, due to a higher coal inventory. It 
continues to operate at a negative working capital.  

  The company’s consolidated volume grew 2% YoY. 
The volume growth was partly impacted in its two 
key markets, Himachal Pradesh and Central India, 
due to floods and supply chain disruption. However, 
it has seen strong recovery in volumes, growing by 
double digits in Oct’23. 

 It targets a cost reduction of INR400/t through 
reduction in energy, freight, and other costs. 

 Kiln fuel cost fell 34% YoY to INR1.79/Kcal 
(INR2.07/Kcal in 1QFY24) and is expected to further 
come down, led by fuel mix and source 
optimization. 

 The management maintains its guidance of doubling grinding 
capacity to 140mtpa by FY28. 

 In ACC (subsidiary), clinker capacity of 3.3mtpa has been 
commissioned at Ametha, Madhya Pradesh, and grinding 
capacity of 1.5mtpa is estimated to be commissioned in 
3QFY24. 

 Consolidated capex stood at INR14.6b in 1HFY24 and total 
capex (consolidated) in FY24 is estimated to be INR75b. Out of 
this, INR50b pertains to ACEM and the remaining INR25b is 
for ACC. 

  Cement demand is expected to remain robust in the 
mid-term on account of rising expenditures on 
infrastructure and housing. Volume growth is 
estimated at ~12% in FY24.  

 Cement realization increased 1%/2% YoY/QoQ to 
INR4,843/t in 2QFY24. As per the management, 
realization is higher by INR200/t in Oct’23 vs. 2Q. 

 Average fuel consumption cost (in Kcal) stood at 
INR2.05 vs. INR2.8/INR2.34 in 2QFY23/1QFY24. 
Management estimated the average fuel cost to be 
INR1.90 for the next six months. 

 The Greenfield expansion at Nawalgarh (Rajasthan), having 
clinker/grinding capacity of 3.8mtpa/3.5mtpa, is delayed by 
three months and is now expected to be commissioned in 
4QFY24. 

 The company announced a brownfield grinding capacity 
expansion of 3.4mtpa at Baloda Bazar in Chhattisgarh at an 
estimated capex of INR5.5b. 

 It expects grinding capacity to increase to 56mtpa/ 62mtpa by 
Mar’24/Mar’25 from 49.9mtpa currently. SRCM targets to 
increase domestic grinding capacity to 80mtpa in the next 

three years.   

  The company’s volume grew 7% YoY, with ~6% YoY 
volume growth in core markets after adjusting for 
the Central region’s volume (0.3mt).  

 In the East, prices have risen by INR40-50/bag. With 
the demand improving, the company has 
implemented a price hike of INR30/bag in the 
southern markets. 

 Fuel consumption cost stood at INR1.58/Kcal vs. 
INR1.98/Kcal in 1QFY24. Coal price has increased to 
USD130-135/t after correcting till USD105-110 in 
Jul’23. There should be a marginal reduction in fuel 
cost, in the coming quarters. 

 The company commissioned 2.0mt Greenfield grinding unit at 
Satur, Tamil Nadu, and completed clinker debottlenecking of 
0.5mtpa at Ariyalur, Tamil Nadu.  

 Grinding capacity has increased to 43.7mtpa and will further 
increase to 46.6mtpa by Mar-24 through organic expansions 
(primarily in the South).  

 It announced brownfield expansion of 0.5mtpa at its Bihar 
plant at an estimated capex of INR910m and this is expected 
to be completed during FY25. 

 Capex stood at INR6.1b/INR15b in 2Q/1HFY24. It maintains a 
capex guidance of INR65b (including INR37b for JPA cement 
asset acquisition) in FY24E. 

  Cement demand has been strong throughout the 
quarter and is mainly fueled by infrastructure 
projects by the government. Volume growth in the 
South region was higher during the quarter. Sales 
volume in 2H should remain similar to or better 

 The company has acquired limestone-bearing lands in Andhra 
Pradesh (AP) and Karnataka for long-term augmentation of 
mining reserves (140mt limestone), which is a continuous 
process. This was done strategically, as it is near the existing 
production facilities of the company. 

UltraTech 
Cement 

Ambuja 
Cements 

Shree Cement 

Dalmia Bharat 

The Ramco 
Cements 



 

November 2023  33 

CEMENT | Voices 
 

than that of 1HFY24. 
 Cement prices increased in Oct-23, and are 

currently sustaining at higher levels. 
 Blended coal consumption cost was USD148/t 

(INR1.75/kcal) vs. USD199/t (INR2.58/kcal) in 
2QFY23. Energy costs in 3QFY24 are expected to 
remain at similar level of 2Q.  

 The grinding capacity at Haridaspur, Odisha, is being 
increased from 0.9mtpa to 1.8mtpa. This project is expected 
to be completed in Jan’24. 

 Capex in 2QFY24 was INR9.41b and further INR3-3.5b will be 
spent in 2HFY24. The balance capex for ongoing projects has 
been INR2b. 

  Demand is healthy and has not seen a major decline 
in Oct’23. However, due to the festivals and state 
elections, there could be some disruption in 
supplies and demand. Management believes it will 
bounce back in Dec’23.  

 Prices have increased in the North (~4-5%) in the 
later part of 2QFY24; while in the South, prices have 
increased in Oct’23 (~5-7%). In the central region 
also, prices have increased marginally. On an 
average, cement price is up ~3-4% for the company 
vs. 2QFY24 average.  

 Fuel cost was INR1.9/kcal in 2QFY24 vs. 
INR2.4/INR2.2 in 2QFY23/1QFY24. This should 
decline by INR0.1/kcal (~5% QoQ) in 3QFY24E. 

 Greenfield grinding units at: 1) Ujjain with a capacity of 
1.5mtpa is likely to be commissioned in Nov-Dec’23; and 2) 
Prayagraj with a capacity of 2mtpa is likely to be 
commissioned in 2HFY25.  

 The increase in Panna’s kiln capacity to 10,000tpd from 
8,000tpd is completed, and this is under a trial run.  

 Capex guidance has been maintained for FY24/FY25 at 
INR14b/INR7b. Capex stood at INR5b in 1HFY24. It is 
reviewing various options for the next phase of expansion, 
and after the Board’s approval, it will soon announce its 
expansion plans. 

  Cement volume growth (consolidated) should be  
12-15% YoY in FY24 (earlier guidance of 19%). 
Clinker sales are likely to be higher in the coming 
quarters due to the commissioning of a new clinker 
line at UCWL.  

 Cement prices have increased in key markets at 
different points in time. Prices increased in mid-
Sep’23 and then in Oct’23. Management expects 
average realization to improve by INR50-100/t QoQ 
in 3QFY24  

 Udaipur cement works, subsidiary of the company, 
commissioned 1.5mtpa clinker capacity in Oct’23. Further, 
2.5mtpa cement capacity is on full swing, and is estimated to 
be commissioned by Mar-Apr’24.  

 It announced a brownfield expansion of 1.35mtpa grinding 
capacity at its GU in Surat, Gujarat. The capex for this project 
amounts to INR2.25b, with an estimated completion within 
the next two years. 

 Standalone capex is estimated to be INR5b in FY24/FY25 
(each). 

  Demand during 3QFY24 might be impacted for a 
short period due to state elections. However, 
demand momentum will continue, led by positive 
traction in the housing sector and central 
government infrastructure spending. Capacity 
utilization should be +90% in 2HFY24.  

 Cement prices have remained range-bound overall, 
and this trend should be seen in the future too. 
There has been price improvement in Maharashtra 
markets, which will help realizations improve. 

 The ramp-up of the Mukutban plant (Maharashtra) is as per 
the initial targets, and the capacity utilization was at 40% in 
1HFY24. Exit-FY24 capacity utilization should be at 65-70%. 
There has been a 50% reduction in variable costs since the 
start of operations at this plant.  

 A Greenfield grinding unit of 1.4mtpa will be set up in 
Prayagraj, Uttar Pradesh with an investment of INR4b. This 
unit should be commissioned by 1QFY26. 

 The major clinker expansion in the next phase will be mostly 
in Maihar, MP. Earlier, the plan was to complete this plant in 
FY25; however, it will mostly be completed in FY26 now. 

 
 

Ambuja Cements  Neutral 
Current Price INR 420  

Capacity expansion and capex guidance  
 The management maintains its guidance of doubling grinding capacity to 140mtpa 

by FY28. Orders have been placed for 4mtpa clinker capacity at Bhatapara, 

Chhattisgarh. Civil work has commenced (commissioning by 2QFY26). Orders have 

also been placed for corresponding GU at Sankrail (2.3mtpa capacity) and Farakka 

(4.6mtpa capacity) to an EPC vendor and the piling work has started. These units 

are expected to get completed by 3QFY25.  

 The Letter of Intent has been issued to an EPC vendor for establishing a 4mtpa 

clinker capacity at Maratha. Site development and pre-project work have 

commenced. Environmental clearance is expected to be received in 3QFY24 and 

the project is scheduled for completion by 4QFY26. It will be associated with 

grinding units of 2mtpa each in Jalgaon and Amravati. The expected time of 

completion for these plants is yet to be defined.  

Click below  
Results Update 
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 Apart from that, the company is adding grinding capacity of 1.3mtpa at Bhatinda 

(through debottlenecking), which is expected to be completed by 3QFY25 and 

2.4mtpa at Marwar (through brownfield expansion), which is expected to be 

commissioned by 4QFY25. It is also adding grinding capacity of 4.6mtpa (in two 

phases) at Mundra (a Greenfield expansion), which is likely to be completed in 

2Q/3QFY26.  

 In ACC (subsidiary company), clinker capacity of 3.3mtpa has been commissioned 

at Ametha, Madhya Pradesh, and grinding capacity of 1.5mtpa is estimated to be 

commissioned in 3QFY24. ACC is adding grinding capacity of 1.6mtpa at Sindri 

(brownfield expansion), which is expected to be commissioned by 2QFY25 and 

2.4mtpa at Salai Banwa (greenfield expansion), which is expected to be completed 

by 1QFY26.  

 Consolidated capex stood at INR14.6b in 1HFY24 and total capex (consolidated) in 

FY24 is estimated to be INR75b. Out of this, INR50b pertains to ACEM and the 

remaining INR25b is for ACC. Cash and cash equivalent (consolidated) stood at 

INR117b vs INR119b as of Jun’23.  

 The company proposed acquisition of Sanghi Industries (SNGI) at an enterprise 

value of INR50b. This acquisition is expected to be completed by 3QFY24. Though, 

the management refrains from giving any guidance/strategy update regarding 

SNGI, it mentioned that SNGI would help to achieve its long-term capacity target 

ahead of its guidance. Further, the company will continue to have only two 

brands under the Adani Cement, i.e., Ambuja and ACC.  

Operational highlights  
 The company’s consolidated volume grew 2% YoY. The volume growth was partly 

impacted in its two key markets Himachal Pradesh and Central India due to floods 

and supply chain disruption. However, it has seen strong recovery in volumes, 

growing by double digits, in Oct’23.  

 It reiterated its cost reduction target of INR400/t through reduction in energy, 

freight, and other costs. WHRS capacity will increase to 170MW by Mar’25 vs. 

90MW currently (70MW as of Mar’23). It will also add 200MW of renewable 

power by end-FY24. It aims to be self-sufficient in coal requirement with the help 

of captive coal mines. Its captive coal mines at Gare Palma and Dahegaon Gowari 

will meet 40-45% of current coal requirements. 

 For freight cost reduction, key initiatives are reduction in lead distance, 

warehouse footprint optimization, and rail: road mix optimization. It targets to 

reduce average primary road lead distance to about 100km (reduced to 165Km in 

2QFY24 from 170Km in the previous year). Lead distance for ACEM/ACC 

(standalone) was 174Kms/153Kms in 2QFY24. It has increased direct dispatches to 

49% from 44% in 2QFY23. It has ordered 25bulk rakes, which will enable cost-

effective transportation of input raw materials. 

 The company runs cement business of ACC/ACEM as a single entity with a single 

executive team and has also streamlined employee hierarchy. This eliminates 

redundancy in roles between both ACC and ACEM. 

 It has secured limestone deposits by participating in auctions and these mines 

have a combined limestone reserves of 584mt. These mines are in 

Maharashtra/Odisha/Madhya Pradesh (one each), Gujarat (two mines), and 

Rajasthan (five mines). 
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Birla Corp  Buy 
Current Price INR 1,304  

Highlights of the Mukutban operations  
 The progress at this plant is as per initial plans, and the ramp-up is happening 

every month. Capacity utilization of this plant was 40% in 1HFY24 and FY-24 exit 

utilization should be at 65-70%. There has been a 50% reduction in variable costs 

since the start of operations at this plant. Premium products contributed to 40%+ 

of total volumes of this plant.  

 Sales volume from this plant reached at 0.15mt in Sep-23, and 65-70% of the sales 

volume was contributed by Maharashtra markets. The company is able to cater to 

a large area of South Madhya Pradesh (MP) from this plant, along with a few 

areas of Gujarat and Chhattisgarh. The company will continue to sell 65-70% of its 

volumes into Maharashtra markets even when volume increases.  

 The lead distance to serve Gujarat markets is higher at 750-800kms vs. 250-

300kms for Maharashtra markets. However, the contribution from Gujarat 

markets is higher as prices there are better than Maharashtra and MP markets. 

The average lead of this plant is 350-400km.  

Cost savings and other initiatives  
 “Project Shikhar” has yielded ~INR50/t of cost savings during 2QFY24 through 

process improvements in the areas of power and fuel consumption, fly ash 

absorption, limestone costs, and plant overheads. Phase 2 of this project will start 

now and benefits are expected to accrue after six months.  

 "Project Unnati" has been launched with a view to increasing the efficiency of the 

company's "Go-to-Market" operations, with a focus on sales, logistics, and 

marketing domains. It aims to expand the market footprint and increase the 

intensity of coverage in core geographies by improving reach and penetration.  

 The impact is already visible in the company gaining market share in almost all key 

markets, except Bihar. Its sale of premium products has increased 13% YoY in 

these markets and contributed to 54% of total volumes.  

 Perfect Plus, the flagship brand, has registered a growth of 23% YoY led by higher 

volumes in Uttar Pradesh and Madhya Pradesh.  

Demand and pricing outlook  
 Demand during 3QFY24 might be impacted for a short period due to state 

elections in MP and Rajasthan. However, demand momentum will continue, led 

by central government infrastructure spends and positive traction in the housing 

sector. Capacity utilization should be +90% in 2HFY24.  

 Cement prices have remained range-bound overall, and this trend should be seen 

in future too. There has been price improvement in Maharashtra markets, which 

will help realizations improve.  

 EBITDA/ t target is ~INR850/t in FY24. Better geo-mix, cost reduction and higher 

sales of premium products will help improve profitability in 2HFY24. The 

expectation is of ~3% realization improvement in 2HFY24, led by internal efforts.  

Operational data points  
 Blended cement sales stood at 86%/87% of total volumes in 2QFY24/1HFY24 v/s 

90%/91% in 2QFY23/1HFY23.  

 Premium products contributed to 54% of total volumes in 2QFY24 and 1HFY24 v/s 

51%/49% in 2QFY23/1HFY23.  

Click below for  
Detailed Concall Transcript & 

Results Update 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/BCORP_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/BCORP-20231109-MOSL-RU-PG008.pdf
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 The company switched from grid power to captive power plants and captive units 

contributed 60% of the power requirements of integrated units was v/s 22% in 

2QFY23.  

 The share of renewable power was 23% (highest-ever) v/s 21% in 2QFY23.  

 Fuel costs are expected to remain at similar levels of 2QFY24 in 3Q.  

Capacity expansion and incentives  
 A Greenfield grinding unit of 1.4mtpa will be set up in Prayagraj, Uttar Pradesh 

with an investment of INR40b. This unit should be commissioned by 1QFY26. The 

company already has land for this plant and construction will start immediately 

after all the approvals are received.  

 This unit will also be eligible for state government incentives. Incentives for its 

plant in Kundanganj, Uttar Pradesh will be over by FY24-end.  

 The Mukutban plant is eligible for state government incentives for its sales in 

Maharashtra, which is estimated at INR600/t. BCORP is eligible for 100% SGST 

incentive upto 100% of project cost, which is available for the next 20 years.  

 The major clinker expansion in the next phase will be mostly in Maihar, MP. 

Earlier, the plan was to complete this plant in FY25; however, it will mostly be 

completed in FY26 now.   
 

Dalmia Bharat  Buy 
Current Price INR 2,212  

Demand and pricing outlook  
 The company’s volume grew 7% YoY, with ~6% YoY volume growth in core 

markets after adjusting for Central region’s volume (0.3mt). The company lost 

market share in North Bihar and West Bengal due to specific pricing decisions that 

did not yield the intended results. However, it successfully gained market share in 

the South and Northeast markets. The capacity utilization stood at ~60% during 

the quarter. Despite these challenges, the company anticipates outpacing industry 

growth moving forward.  

 The company is benefiting from a robust increase in cement prices, particularly in 

the East, where prices have risen by INR40-50/bag. Additionally, with the demand 

improving, the company has implemented a price hike of INR30/bag in the 

southern markets. It remains watchful for the sustainability of such a sharp price 

hike.  

Operational highlights and cost insights  
 The cost of raw materials increased 2% YoY to INR785/t due to a 5%/10% increase 

in fly-ash/slag prices. Further, collaborations with JPA resulted in a rise in the 

procurement of traded goods, leading to an overall increase in total raw material 

costs.  

 Power and fuel cost declined, due to softening fuel prices and higher renewable 

energy share (29% vs. 18%/27% in 2QFY23/1QFY24). Fuel consumption cost stood 

at INR1.58/Kcal (USD127/t decline of USD60 on YoY) vs. INR1.98 in 1QFY24. Even 

though, coal cost has increased to USD130-135/t from the bottom of USD105-110 

in Jul’23; there should be a marginal reduction in fuel cost in the coming quarters.  

 Lead distance reduced to 277Kms vs. 308Kms/284Kms in 2QFY23/1QFY24. Higher 

QoQ decline in freight cost was on account of 1) lower lead distance, 2) removal 

of busy season surcharge by Indian railways for Aug-Sep months, and 3) the 

impact of higher inter-regional movement due to plant shutdown in 1QFY24.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Dalmia_Bharat_Q2FY24.pdf
https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://ftp.motilaloswal.com/emailer/Research/DALBHARA-20231016-MOSL-RU-PG010.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=1. Results 2QFY24 (a. HDFC Bank; b. Dalmia Bharat; c. Federal Bank; d. Cyient DLM) 2. Metal Weekly (Global macro scenario and upcoming festive season keep metal prices in check)&ListId=116
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 Blended cement sales stood at 88% vs. 83% in 2QFY23. C:C (clinker to cement 

conversion) ratio stood at 1.71x, similar to the trend seen in the last five quarters. 

Trade volumes have improved and trade share has gradually increased to 68% in 

the southern region. Premium products sale slightly increased to 22% of sales 

volume from 21% in 1QFY24.  

Expansion plans and capex  
 Capex stood at INR6.1b/INR15b in 2Q/1HFY24. The company maintained a capex 

guidance of INR65b (including INR37b for JP acquisition) in FY24E.  

 The company commissioned 2.0mt greenfield grinding unit at Satur, Tamil Nadu 

and completed clinker debottlenecking of 0.5mtpa at Ariyalur, Tamil Nadu.  

 Grinding capacity has increased to 43.7mtpa and will further increase to 46.6mtpa 

by Mar-24 through organic expansions (primarily in the South). 

 The approval process for the JPA acquisition from various banks is pending and is 

taking longer than anticipated. However, the management remains optimistic 

about finalizing this transaction by FY24-end. 

 The company announced brownfield expansion of 0.5mtpa at its Bihar plant at an 

estimated capex of INR910m and this is expected to be completed during FY25. 

Debt and other key highlights 
 Gross debt increased by INR9.1b to INR52.9b as of Sep’23. Net debt increased by 

INR2.9b to INR15b. Net debt to EBITDA is at 0.59x as of Sep’23. Net debt is 

expected to increase with the conclusion of the JPA deal and expects net-debt to 

EBITDA to increase to around 1x (net debt of around INR30-40b). 

 The company will invest in Brand building campaigns and targets to increase its 

premium product share in the coming quarters. 

 Under the Dalmia 2.0 initiative, the management has categorized priorities into 

four key areas: Growth, financial performance, sustaining trust, and organizational 

development (this includes endeavours in leadership development and digital 

transformation).  

Grasim Industries Buy 
Current Price INR 1,977  

VSF segment  
 VSF plants’ operating rate in China improved to 85% vs. 82% in 1QFY24, with a 

decline in inventory days (12days in 2QFY24 vs. 23days/16days in 

2QFY23/1QFY24). The global demand remained muted due to macroeconomic 

challenges and the export demand across the value chain remained weak, 

particularly from major overseas markets. However, the festive season spurred an 

increase in domestic demand.  

 Globally, the demand for textiles has been subdued, contributing to significant 

inventory holdings by brands. The market may require additional time to achieve 

stabilization. The decrease in VSF inventory in China was on expectation of a 

demand pickup during the holiday season. However, recent indications suggest a 

potential slowdown in the Chinese economy once more.  

 International VSF prices declined 7% QoQ to USD1.6/kg in 2QFY24. This in turn, 

put pressure on domestic VSF prices. There was some improvement in VSF prices 

during 2Q in China; but there has been some decline in prices recently. Pulp, coal, 

and caustic prices were down in 2Q and now stabilizing at slightly higher levels. It 

is difficult to comment on the margins in this scenario.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Grasim_Q2FY24.pdf
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 VFY business faced margin pressure as China’s aggressive pricing policy led to 

necessary price adjustments in the domestic markets.  

 Anti-dumping duties have not yet been levied on VFY, with only a 

recommendation from DGFT at present. The demand for VFY remained subdued 

throughout the quarter and the anticipated recovery during the festive season did 

not materialize as expected.  

 The company sold 90% of VSF volumes in domestic markets vs. 94%/88% in 

2QFY23/1QFY24. Specialty fibres contributed 19% of total volumes vs. 18% each 

in 2QFY23/1QFY24.  

Caustic Soda and advance material business  
 International Caustic Soda spot prices (CFR SEA) remained relatively stable at 

USD417/t vs. USD415/t in 1QFY24. Prices had declined to USD383/t in Jul ‘23, but 

later recovered to USD470/t in Sep’23. The margins in the Specialty Chemicals 

business were hit by lower realizations as compared to 1QFY24.  

 Continued over supply of chlorine coupled with slowdown in chlorine consuming 

industries has also adversely impacted the ECU realizations. ECU realization was 

down 35% YoY; in line with the fall in the global prices.  

 Epoxy volumes grew 35% YoY in 2Q and profitability growth was in line with the 

volume growth. The company is doubling the capacity of Epoxy (from 123ktpa to 

246ktpa), and it is expected to become operational in 3QFY24.  

 Chlor Alkali demand grows in line with the GDP growth rate. The company is 

continuing to invest in chlorine derivatives, with a particular focus on chlorine 

integration projects.   
 

JK Cement Buy 
Current Price INR 3,523  

Demand and pricing trends  
 Demand is healthy and has not seen a major decline in Oct’23. However, due to 

the festivals and state elections in two key markets (Rajasthan and Madhya 

Pradesh), there could be some disruption in supplies and demand. However, 

management believes it will bounce back in Dec’23.  

 Prices have increased in the North (~4-5%) in the later part of 2QFY24; while, in 

the South, prices have increased in Oct’23 (~5-7%). In Central region also, prices 

have increased marginally. On an average, cement price is up ~3-4% for the 

company vs. 2QFY24 average.  

Operational highlights  
 Debottlenecking at the Panna clinker line from 8,000tpd to 10,000 has been done 

and this is under trial run production. It is expected to start regular production 

from 4QFY24. EBITDA/t at this plant is in line with the grey cement EBITDA of 

other plants. Profitability will further increase with stabilization of WHRS (22MW 

capacity) and increase in AFR usage.  

 Green energy usage/thermal substitution rate stood at 48%/14.2% in 2QFY24 vs. 

45%/15.6% in 1QFY24. It targets to increase green energy/TSR to 75%/35% by 

FY30.  

 Fuel cost was at INR1.9/kcal in 2QFY24 vs. INR2.4/INR2.2 in 2QFY23/1QFY24. This 

should decline by INR0.1/kcal (~5% QoQ) in 3QFY24E.  

 Lead distance declined to 418Kms vs. 426Km in 1QFY24. The rail: road mix stood 

at 11:89 in 2QFY24 vs. 14:86 in 1QFY24.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

https://ftp.motilaloswal.com/emailer/Research/JKCE-20231107-MOSL-RU-PG010.pdf
http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/JKCE_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/GRASIM-20231115-MOSL-RU-PG010.pdf
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 Blended cement sales stood at 69% vs. 68% in 1QFY24 and trade sales stood at 

69% vs. 66% in 1QFY24. Premium products sales as a % of trade sales stood at 

13% vs. 11% in 1QFY24.  

Capacity expansion and Capex update  
 The company is expanding its grey cement capacity by setting up greenfield 

grinding units - 1) at Ujjain with a capacity of 1.5mtpa, which is likely to be 

commissioned in Nov-Dec’23 and capex YTD stands at INR2.3b; and 2) at Prayagraj 

with a capacity of 2mtpa, which is likely to be commissioned in 2HFY25 and capex 

YTD stands at INR610m. Foundation stone was laid in Aug’23 & orders for main 

equipment have been placed. Further, civil & mechanical contractors have been 

mobilized at the site and civil work has started.  

 Capex guidance has been maintained for FY24/FY25 at INR14b/INR7b. Capex 

stood at INR5b in 1HFY24. It is reviewing various options for the next phase of 

expansion and after the Board’s approval, it will soon announce its expansion 

plans.  

 The company is still awaiting approval for allotment of mining lease for Toshali 

Cement acquisition.  

Debt and other highlights  
 Net debt at INR30.4b as of Sep’23 is estimated to have peaked out. The net debt-

to-EBITDA ratio stood at 2.08x vs. 2.21x in Mar’23.  

 During the quarter white cement volume includes a one-off big order (~40k ton 

shipment) to Australia from its UAE subsidiary. Hence, this volume number will 

not be there in the coming quarter. 

 In Putty market, the industry witnessed growth of ~10% and the company’s 

growth was in line with the industry growth. However, Putty market is quite 

competitive as Paint companies are very aggressive leading to lower pricing. 

Prices are not expected to decline materially from hereon in Putty business. 

 Paint business revenue stood at INR700m and reported EBITDA loss of INR70m in 

1HFY24. Revenue target for the Paints business is at INR1.5-2b in FY24 and JKCE 

estimates an operating loss of ~INR200m in FY24. It expects to achieve break-even 

in the Paints business from FY25-exit. 

  
 

JK Lakshmi Cement Buy 
Current Price INR 805  

Demand and pricing  
 The Eastern region saw the highest YoY growth, followed by the north-west 

during the quarter. The Eastern region is estimated to continue to grow in double 

digits (8-10%) as demand in this market is mainly driven by the IHB segment.  

 Clinker/cement capacity utilization (standalone) stood at 100%/73% in 2QFY24. 

Cement volume growth (consolidated) should be at 12-15% YoY in FY24 (earlier 

guidance of 19%). Clinker sales are likely to be higher in the coming quarters due 

to the commissioning of new clinker line at UCWL. Additional clinker will be 

utilized for internal purposes initially, followed by allocation to outsourced 

grinding units in Gujarat and North regions. Any remaining clinker will be sold 

externally.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/JKLC_Q2FY24.pdf
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 Cement prices have increased in key markets at different points of time. Prices 

have increased in mid-Sep’23 and then in Oct’23. Management expects average 

realization improvement by INR50-100/t QoQ in 3QFY24.  

Operational highlights  
 Standalone sales volume was up 10% YoY at 2.53mt. UCWL’s sales volume 

(including clinker) was up 27% YoY to 0.56mt. Consolidated sales volume (after 

eliminating inter-company sales) grew 14% YoY to 2.88mt.  

 Non-cement revenue stood at INR1.30b vs. INR1.16b in 2QFY23. RMC revenue 

was INR600m vs. INR520m in 2QFY23. EBITDA margin was low in the non-cement 

business at ~3%.  

 Average fuel cost was at INR2.04/Kcal vs. INR2.23/Kcal in 1QFY24. It is expected to 

decline up to INR1.9/Kcal in 3QFY24. JKLC’s fuel mix in 2QFY24 was 46% petcoke, 

38% coal (imported and domestic), and the remainder for others. The company is 

carrying fuel inventory of ~90 days. In 2Q, green power share stood at ~35%.  

 Blended cement share stood at ~65%, while trade sales share increased to ~62% 

(vs. 58% in 1Q). Lead distance was 387km (declined from 400Km in 1QFY24).  

 Premium products sales stood at ~23% (of trade volume) in 2QFY24 vs. 27% in 

1QFY24.  

 The company maintains its EBITDA/t guidance, aiming to achieve INR1,000/t 

within the next 18-24 months through a combination of realization improvement 

and cost efficiency measures.  

Capacity expansion and capex plans  
 Udaipur cement works (UCWL), subsidiary of the company, commissioned 

1.5mtpa clinker capacity in Oct’23. Further, 2.5mtpa cement capacity is on full 

swing, and is estimated to be commissioned by Mar-Apr’24.  

 It announced brownfield expansion of 1.35mtpa grinding capacity at its GU in 

Surat, Gujarat. The capex for this project amounts to INR2.25b, with an estimated 

completion within the next two years. The Surat location provides access to both 

the Mumbai and South Gujarat markets, with promising demand prospects. 

Moreover, this market has relatively higher pricing, leading to better profitability 

for the company.  

 Standalone capex is estimated to be INR5b in FY24/FY25 (each). The company had 

received approval to set up a railway siding at its Durg, Chhattisgarh (east) plant in 

1QFY24. While approval for the conveyor belt is expected in the current quarter. 

Following the approval, it will take 8 to 9 months to install the conveyor belt and 

about 12 months to establish the railway siding. Once the necessary steps are 

taken for setting up the railway siding and conveyor belt, the company will 

announce its expansion plans for the Durg plant. Additionally, the company is 

evaluating options for establishing a split-location grinding unit in the eastern 

market to support its potential clinker capacity expansion at the Durg plant.  

 In UCWL, capex is estimated to be INR7b/INR1b in FY24/FY25.  

Other highlights  
 Standalone net cash stood at INR1.4b, while consolidated net debt stood at 

INR11.8b vs. INR10b as of Jun’23. Peak net debt (consolidated) is estimated at 

INR18b by Mar’25, while at standalone, it will continue to be net cash positive.  

 It commissioned the AAC block plant at Aligarh and achieved capacity utilization of 

75% (producing 11k cubic meter monthly). While, greenfield Wall putty at Alwar is 

https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://institution.motilaloswal.com/emailer/Research/JKLC-20231106-MOSL-RU-PG008.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=2QFY24 RESULUTS (1. Varun Beverages; 2. Divi’s Laboratories; 3. Bharat Forge; 4. Gland Pharma; 5. Emami; 6. Gujarat State Petronet; 7. Data Patterns; 8. Godrej Agrovet; 9. J K Lakshmi Cement; 10. Indigo Paints; 11. Barbeque Nation)&ListId=116
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delayed due to construction ban in Delhi-NCR (target to start trial run by end-

3QFY24). It targets revenue from value-added business to increase to INR10b in 

the next five years (by FY28) from INR5b currently.   

 
  

Shree Cement Neutral 
Current Price INR 25,928  

Cement demand and pricing  
 Cement demand is expected to remain robust in the mid-term on account of 

rising expenditure on infrastructure and housing. Capacity utilization stood at 76% 

in 2QFY24 vs. 66%/80% in 2QFY23/1QFY24. In East India, capacity utilization stood 

at ~74% during the quarter (vs. 92% in 1QFY24), due to heavy rains in some areas. 

Also, the commissioning of new Grinding unit in Purulia, West Bengal resulted in 

lower utilization on an average basis. Volume growth is estimated at ~12% in FY24 

(volume grew 14% YoY in 1HFY24).  

 Cement realization increased 1% YoY and 2% QoQ to INR4,843/t in 2QFY24. As per 

the management, realization is higher by INR200/t in Oct’23 vs. 2QFY24.  

Operational highlights  
 Average fuel consumption cost (in Kcal) stood at INR2.05 vs. INR2.8/INR2.34 in 

2QFY23/1QFY24. Management estimated the average fuel cost to be at INR1.90 

for the next six months. The company’s alternative fuel share stood at ~10% in 

2QFY24.  

 Green power share stood at 58.6% vs. 50.8%/56% in 2QFY23/1QFY24. Green 

power share is estimated to increase to 62-63% in the next six to eight months.  

 The company is witnessing some delay in achieving its TSR target of ~15%.  

 Trade sales stood at 80% in 2QFY24 and blended cement share stood at 75%. 

Sales of premium products stood at 9.5% vs. 7.5%/8.8% in 2QFY23/1QFY24. It is 

targeting to increase this to ~12% in the next six months.  

 Lead distance increased to 472Km vs. 456Km in 1QFY24. Higher lead distance was 

led by increase in volume to Orissa and West Bengal markets.  

 Revenue from the power business stood at INR3.43b and EBITDA was at INR300m 

(8-9% margin). The company sold ~400m units. In 1HFY24, power business 

revenue stood at INR8.22b and EBITDA was around INR750m. The company uses 

entirely imported fuel (comes from the Gujarat port) for power generation, which 

is costlier.  

Capacity expansion and strategic diversification  
 The Greenfield expansion at Nawalgarh (Rajasthan), having clinker/grinding 

capacity of 3.8mtpa/3.5mtpa, is delayed by three months and is now expected to 

be commissioned in 4QFY24. The Guntur (Andhra Pradesh) plant, equipped with a 

clinker/grinding capacity of 1.5mtpa/3.0mtpa, is anticipated to be operational in 

March-April 2024. Concurrently, the work on other expansions announced in 

1QFY24, has commenced and is on track to be completed as scheduled.  

 The company announced brownfield grinding capacity expansion of 3.4mtpa at 

Baloda Bazar in Chhattisgarh at an estimated capex of INR5.5b. The project is 

estimated to be completed by 2QFY26. It expects grinding capacity to increase to 

36mtpa/62mtpa by Mar’24/Mar’25 from 49.9mtpa currently. SRCM targets to 

increase domestic grinding capacity to 80mtpa in the next three years.  

 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/SRCM_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/SRCM-20231108-MOSL-RU-PG008.pdf


 

November 2023  42 

CEMENT | Voices 
 

The Ramco Cement Neutral 
Current Price INR 982  

Capex and project update  
 The company has acquired Limestone-bearing lands in the states of Andhra 

Pradesh (AP) and Karnataka for long-term augmentation of mining reserves 

(140mt limestone), which is a continuous process. This was done strategically as it 

is near to the existing production facilities of the company.  

 The grinding capacity at Haridaspur, Odisha is being increased from 0.9mtpa to 

1.8mtpa. This project is expected to be completed in Jan’24.  

 3MW of WHRS was commissioned at the Kurnool, AP plant during Aug’23. 

Thermal power plant of 18MW will be commissioned during Dec’23 and railways 

siding will be commissioned during Jun’24.  

 Commissioning of dry-mix mortar plants (capacity: 80tons/hour for each plant) in 

Andhra Pradesh and Odisha will be completed during Dec’23.  

 Capex in 2QFY24 was INR9.41b and further INR3-3.5b will be spent in 2HFY24. The 

balance capex for ongoing projects has been INR2b. It may plan to install WHRS in 

Tamil Nadu also, which may entail a capex of INR1-1.5b.  

 Clinker expansion will be announced soon and expansion at Kurnool unit will be 

the first priority. The second phase of expansion can be done at a capex of US$35-

40/t as basic infrastructure has already been created. It has enough limestone 

available at both Jayanthipuram and Kurnool plants for future expansions.  

 Debottlenecking of few kilns is being considered, which will help capacity increase 

of ~1mtpa. Clinker to cement conversion (1.3x at present) can also be increased. It 

can produce 22-23mt cement.  

Demand and pricing  
 Cement demand has been strong throughout the quarter and is mainly fueled by 

infrastructure projects by the government. Volume growth in the South region 

was higher during the quarter. Sales volume in 2H should remain similar to or 

better than that of 1HFY24.  

 Cement prices increased in Oct-23 and currently are sustaining at higher levels.  

Operational highlights  
 Cement capacity utilization stood at 82% v/s 66%/79% in 2QFY23/1QFY24, 

respectively. Dry-motors sale volume surged 2.1x YoY and 15% QoQ.  

 Share of premium products was at 30% v/s 28% in 2QFY23 in the South region. In 

the East region, share of premium products was at 20% v/s 15% in 2QFY23.  

 OPC cement contributed 31% of volumes in 2QFY24 v/s 26%/32% in 

2QFY23/1QFY24.  

 Blended coal consumption cost was at US$148/t (INR1.75/kcal) v/s US$199/t 

(INR2.58/kcal) during 2QFY23. Energy cost in 3QFY24 is expected to remain at 

similar level of 2QFY24. It used 53% pet coke during the quarter.  

 Green energy contributed 38% of power requirements v/s 22% in 2QFY23. Green 

power share is likely to reach to 40% in FY24 and 45% in FY25. This may further 

increase to 52% by FY25-end or FY26 post-commissioning of WHRS at the Tamil 

Nadu plant.  

 

 

 

Click below for  
Results Update 

 
 

https://ftp.motilaloswal.com/emailer/Research/TRCL-20231109-MOSL-RU-PG008.pdf


 

November 2023  43 

CEMENT | Voices 
 

Ultratech Cement Buy 
Current Price INR 8,704  

Demand and pricing outlook  
 Cement demand remained strong across regions. However, there was a slight 

decline in demand in the East during September, attributable to heavy rains. Its 

volume in the East has been better than the industry. Industry demand is 

expected to grow between 9% and 11% YoY in FY24. Nevertheless, demand 

growth in the eastern region is estimated to be lower at around 4%-5%.  

 Cement prices have increased in the past few months. Currently, all-India prices 

are 7-8% higher vs. Jun’23-exit. 2QFY24 average price was up only 1-1.5% as 

compared to 1Q average. Current prices as compared to Jun’23-exit is up 7-8% in 

east/Maharashtra, 6-7% in North, and ~5% in South, while it is flat in the Central 

region. The price increases are holding well as of now, but sustainability of these 

price hikes should be monitored.  

Operational highlights  
 The C:C (clinker to cement conversion) ratio improved 2% YoY (flat QoQ) to 1.44x. 

Its blended cement share stood at 70% vs. 71%/70% in 2QFY23/1QFY24. Trade 

sales share stood at ~67% vs. 68% in 1QFY24. Premium cement share was up 3% 

YoY to 21.7%.  

 The company commissioned 30MW of WHRS and 83MW of renewable power (RE) 

capacity taking total WHRS/RE capacity to 262MW/429MW. It keeps on investing 

in WHRS and green power and targets to increase green power share to 60% by 

FY26.  

 In 2Q, fuel consumption cost stood at USD162/t vs. USD178/t in 1QFY24. It is 

currently carrying inventory of 60days and expects to bring down the inventory to 

normal levels of 45days by Mar’24-end.  

 Fuel mix for 2Q was 39% imported pet coke (vs. 42% in 1QFY24), 51% imported 

coal, 6% domestic coal, and the rest AFR. Average fuel cost stood at INR2.18/kcal 

vs. INR2.34/kcal in 1Q.  

 Lead distance (including inter-clinker transportation) stood at 403Km vs. 410km in 

1QFY24. Lead distance is expected to decline further post completion of Phase-II 

expansion (24.4mtpa). Lead distance for outward dispatches of cement was 

270km vs. 281km in 4Q.  

 White cement volume rose 11% YoY to 0.42mt, whereas revenue grew 9% YoY to 

INR5.9b. RMC revenue increased 31% YoY to INR11.6b.  

 High maintenance cost (as 24 kilns were under maintenance) and one-time bonus 

to employees (INR400m) led to higher cost by ~INR700 during the quarter.  

Expansion and debt position  
 In addition to the ongoing capacity expansion of 22.6mtpa in Phase-II, the 

company plans to increase capacity by 4mtpa through debottlenecking and add 

1.8mtpa of slag capacity. Therefore, the total expansion under Phase-II, including 

bottlenecking, will be 28.4mtpa, bringing the total cement capacity to 159.65 

mtpa by 1HFY26. The company will announce further capex plan before the end 

of CY23.  

 Capex stood at INR43.4b in 1HFY24. It maintains capex guidance of INR60-70b 

each in FY24/25. Working capital increased by INR6b due to higher coal inventory. 

However, it continues to operate at negative working capital.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Chemical companies, predominantly export-oriented, suffered from destocking. The companies focused on 

the domestic market highlighted that aggressive pricing by Chinese suppliers, who dumped products at 
cheaper rates, reduced their pricing power. 

 Some firms experienced declining input costs, leading to lower product prices eventually. Management 
anticipates recovery by the second half of FY24, although some projects have been postponed further. 

 
KEY HIGHLIGHTS FROM CONFERENCE CALL  

      Outlook for FY24   Quarterly snapshot 

  The commercial production in the subsidiary is 
scheduled to commence in 4QFY24. Asset turn 
would be 2.5-2.8x and optimal utilization of 
80% should be reached in 2-3 years. 

 Projects worth INR1.7b are expected to be 
announced in the next couple of quarters. The 
company has INR 2.5b in cash reserves on its 
books. 

 Clean Science (CLEAN) missed our 2QFY24 EBITDA 
estimate, with a gross margin of 65.9% (vs. expected 
59.2%). EBITDAM expanded to 41.3% (vs. 39.4% in 
2QFY23) with moderation in RM prices and improved 
profitability from newer products. 

 FMCG Chemicals grew QoQ in 2QFY24, while 
Performance Chemicals and Pharma & Agro 
Intermediates declined. 

  The management is taking strategic measures 
to elevate its growth momentum in the long 
run through several backward and forward 
integration projects, which would be 
commissioned over the next 1-1.5 years 

 Domestic demand and consumption remain 
intact. The management expects normalized 
performance in 4QFY24. 

 Deepak Nitrite (DN) delivered an overall beat in 
2QFY24, led by a stronger-than-expected performance 
in the Phenolic segment, partially offset by weakness in 
the Advanced Intermediate (AI) segment. 

 The strong performance in the Phenolic segment was 
driven by a sharp increase in volumes of Phenol, 
Acetone and IPA and an improvement in capacity 
utilization to 137% 2QFY24 (vs. 129% in 2QFY23). 

  Management is confident of achieving volume 
growth in the upper band of the guided range 
of 6-8% but remains cautious about any 
adverse supply-led shocks. 

 The company has guided that moderating raw 
material prices, freight rates, and a recovery in 
developing markets would aid Performance 
Surfactant volumes. 

 Galaxy Surfactants (GALSURF) reported EBITDA/kg of 
INR19.2, down 14% YoY (our estimate of INR21.5). 
Inventory destocking continued in North America in 2Q, 
but intensity seems to be lower than in 1Q. 

 The company achieved a total volume growth of ~10% 
YoY to 65.1tmt (our est. of 61.1tmt) with growth across 
markets. Subsequently, EBITDA stood at INR1.2b (down 
5% YoY), while PAT came in at INR774m (down 8% YoY). 

  The HPP and the Specialty Chemicals segments 
would drive robust growth (at 31% CAGR each 
over FY23-25), with increasing use of fluorine in 
the Pharma and Agro space, battery chemicals, 
and performance materials. 

 Agrochemical molecule capex is on track and 
should be completed by FY24-end (earlier 
guidance of Dec’23). 

 The company has guided that the easing raw material 
prices, freight rates and recovery in developing markets 
would aid Performance Surfactant volumes. 

 The Specialty Chemical segment disappointed in 2Q 
primarily due to the deferment of sales of two 
molecules from 2Q to 3QFY24, led by production 
problems in Dahej. 

  Optimal capacity utilization for the expanded 
capacity is uncertain due to an uncertain global 
macro environment. 

 Some positive volume growth could be seen in 
FY24 on a full-year basis. 

 NOCIL's EBITDA/kg stood at INR34.3 in 2QFY24, down 
34% YoY, in line with our estimate. However, sales 
volumes increased 9% YoY to 12.9tmt. 

 Aggressive dumping from China persisted in 2Q. 
Volumes in the domestic market remained flat.  

  Management expects a muted performance in 
ATBS in FY24 (to be partially offset by revenue 
from AOs). 

 Management expects a revenue contribution of 
~INR1b in FY24 on a consolidated basis from 
3QFY24. The full benefit is to be seen in FY25. 

 Vinati Organics (VO)’s 2QFY24 revenue came in line 
with our estimate due to a lower off-take of ATBS as 
destocking continues in the product segment. 

 Management highlighted that volumes declined, while 
the per-kg margin remained intact. Gross margin 
expanded 170bp YoY to 46.7%, while EBITDAM was 
down 150bp YoY at 24.7%. EBITDA was at INR1.1b  

  Alcohol prices are expected to remain at 
elevated levels for the next year, and AACL has 
not been able to pass on the price increase 

 Alkyl Amines (AACL)’s 2QFY24 revenue was lower than 
our expectation and declined 14% YoY, primarily due to 
increased Chinese dumping amid the company’s 
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completely to customers. 
 Capex for FY25E is at the same levels of FY24E, 

which would be mainly in the specialty business 
going forward. 

aggressive pricing in 2-3 products. 
 Management highlighted that demand from the 

domestic market is decent enough, although some 
pressure exists in the agrochemical and pharma 
sectors. 

 

Alkyl Amines Neutral 
Current Price INR 2,131  

 ACL’s 1HFY24 has been difficult in terms of margin, largely due to some 

domestic competition and significant competition from China in 2-3 products  

 However, on the positive side, volumes have grown more than 15% in 1H  

 AACL has maintained its market share, if not gained, in most of the products  

 Domestic market seems to be doing alright. Some pains in agrochemical and 

pharma sectors are visible.  

 Europe and META (Middle East, Turkey, Africa) regions are going through a 

more difficult time than historically they have been.  

 Alcohol prices are to remain at current levels in the next year as well  

 The company hasn’t been able to pass on the price increase completely to the 

customers  

 AACL is sacrificing margin in order to gain market share  

 Steady progress in ethyl amines (newly commissioned) to be seen  

 Initially, intends to run at a lower capacity than 100tpd (15ktpa)  

 Demand has been growing at 5-7% every year and it is at 28-30ktpa currently, 

with some exports as well  

 70% market share for AACL in Ethyl amines, 25% of competitor and 5% would be 

imports  

 Power & Fuel costs are included in other expenses. Forms about 20% of the 

total expenses  

 Commissioning a solar capacity in the next few days in Dahej  

 Savings could be ~INR100-200m in FY25  

 A new boiler has been commissioned  

 Management is in the process of applying for an ADD  

 ACN CIF prices currently at USD1.4/kg  

 1HFY24 utilization levels stood at 63-65%; expected utilization for 2HFY24 to be 

maintained at the same levels  

 Pharma industry comprises a large amount of the ethyl amine market  

 Rubber chemicals have also gone through a tough phase  

 Customers are talking about seeing light at the end of the tunnel  

 No overcapacity in Methyl Amines with two other competitors in India – Balaji 

Amines and RCF.  

 A couple of derivatives of AACL has done well but Methyl has not been a worry 

in the overall scheme of things  

 It has some headroom for growth in terms of capacity  

 No additional capacity requirements by FY25  

 Capex of INR850m mostly in ethyl amines, capex of INR500m in 2HFY24 

expected  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Capex for FY25E at same levels of FY24E that would be mainly in the specialty 

business going forward  

 Sales mix in 1HFY24 was 50% for Amines, 30% for derivatives and rest was for 

other speciality chemicals. 

 Total capacity was ~200ktpa with utilization at 50-55%, this is the optimum 

utilization for some plants. 

Clean Science Technology Neutral 
Current Price INR 1,339  

 Market continued to be a buyers’ market rather than a sellers’ market in 2Q.  

 Overproduction in China has led to aggressive pricing of products.  

 This has adversely impacted the prices of the company’s products  

 Demand in the US was unusually low.  

 Strong recovery in demand was not seen in 2Q  

 Improved sales volumes were offset by weaker prices  

 The company experienced a 15% decline in realization, but there was an 11% 

growth in volume during the quarter  

 On a YoY basis, decline was 50% each because of volume and realization  

 Destocking continued to happen in 2Q.  

 Sales of non-flagship contributed to 25% of overall revenues  

 TBHQ and DCC sales included in the above  

 Product and geographical diversification has started to reflect in the 

performance  

 Limited impact of negative operating leverage  

 Pharma lower sales of Guaiacol because of ongoing issues in the cough syrup 

market  

 Would take another quarter for the demand to return to normal levels  

 HALS770 and 701- progressive improvement in the products  

 40-50tpd being sold right now (HALS770)  

 First European container order received today (HALS770) – the first Indian 

company to do so.  

 HALS701: got first order from China  

 The commercial production in the subsidiary is scheduled to commence in 

4QFY24  

 Asset turn would be 2.5-2.8x and optimal utilization of 80% should be reached in 

2-3 years  

 State-of-the-art pilot facility in the next four weeks  

 Capex of INR2b would be in Ago & Pharma Intermediates that was announced in 

the last quarter  

 The company is investing INR300m in capex for establishing a dedicated 

production line for a single product. This initiative is currently underway.  

 Would generate revenue of INR1b and would cater to the Indian market  

 Pharma product and has multiple applications (in pharma itself) and expected to 

come online in the next nine months  

 There are still lingering issues in P-BQ  

 Projects worth INR1.7b are expected to be announced in the next couple of 

quarters.  

 The company has INR 2.5b in cash reserves on its books.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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Deepak Nitrite Neutral 
Current Price INR 2,125  

 Demand for AI remained intact, with stable market share remaining.  

 Positive uptick in sales volumes in AI segment  

 Seeing many ann ouncements from end-user industries to increase 

investments in debottlenecking of capacities in Indian and Asian capacities 

outside China  

 DASDA performance has bottomed out and would start to see uptick going 

ahead  

 PNT: significant correlation with DASDA and goes mainly into dyes and 

pigments. Situation will not get worse from here but how fast it would improve 

is the question.  

 Sodium Nitrite: would continue to be the market leader with new capacities 

being added in Oman  

 Uptick in phenol production led by robust demand  

 Increase volumes, improvement in margin owing to the advanced process 

controls put in place  

 Gradual improvement in demand  

 Higher utilization continues to be a key factor  

 Had three weeks of low production in DPL in 1Q, which affected EBITDA % and 

on absolute terms as well  

 Downstream demand of Phenol, Acetone and IPA to remain robust, as per the 

management  

 Normalized performance in 4QFY24  

 Domestic demand and consumption remain intact  

 All projects are progressing well and would be commissioned over the next few 

months  

 All brownfield expansions to be completed within next six months  

 Hydrogenation brownfield project to be commissioned in the next eight months  

 MoUs signed with the Gujarat government are for specific products and 

technology and are progressing well.  

 To be invested over the next four years. 
 

Galaxy Surfactants Buy 
Current Price INR 2,810  

 Volume growth across the board in all regions across product segments  

 Improved performance in AMET and RoW markets  

 Uptick being seen in the Egypt market  

 Remains confident on India demand, with double-digit growth story remaining 

intact.  

 Barring any macro headwinds, the management expects that 2H would be 

better than 1H.  

 EBITDA/kg to decline in FY24 and to stay between INR19.5-20.5  

 Uptick in premium specialties remains key to uptick in EBITDA/kg  

 No signs of a slowdown because of the Israel-Hamas issue  

 Supply chains and logistics are normal with no signs of concerns  

 Needs monitor the situation closely  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Specialty volumes in India are picking up, albeit at a small pace (less than 10% of 

overall Specialty volumes)  

 Developed markets key to uptick in specialty care products  

 Europe market is a significant market for GALSURF in Specialty Care products 

and therefore being closer to the market would help  

 Destocking may not be completely over in specialty segment. 

 
 
 

Navin Fluorine Neutral 
Current Price INR 3,626  

Spec Chem  
 The Specialty Chemical segment disappointed in 2Q primarily due to the 

deferment of sales of two molecules from 2Q to 3Q led by production problems 

in Dahej.  

 New molecules – the total impact stood at INR340m on revenue, which would 

accrue in 3QFY24.  

 Five products to be launched in 3Q from Dahej  

 Would remain a high-growth business in the future as well for the company  

 INR300m capability capex is on track and would start accruing revenue from 

FY25  

 Agrochemical molecule capex is on track and should be completed by FY24-end 

(earlier guidance of Dec’23).  

 50% of the volume was tied up in long-term contract, while another 50% was 

open for spot contracts.  

HPP  
 Unplanned shutdowns in Jun’23 and Jul’23 in the HFO plant  

 Production in 2Q was more than in 1Q and the same would be higher than 2Q in 

the next quarter  

 Commissioned R32 plant in 2Q and stabilized by mid-Sep’23  

 Expect the plant to run at optimum utilization from 3Q  

 Demand for R22 in international markets remained muted, but demand to pick 

up from Jan’24-end  

 AHF project is progressing well and as per schedule  

 Significant merchant sales of HF reduced due to constraints right now for 

captive consumption  

CDMO  
 The entire CDMO revenue came from new molecules  

 Detail engineering of CGMP4 is as per schedule  

 Sales from one campaign deferred from 2Q to 3Q due to last moment change in 

specification by the customer (INR180m)  

 Target of USD100m revenue by FY26/27 would be gradual  

 Business would continue to remain lumpy  

 Focusing more on the late stage opportunities, which gives the management 
confidence of achieving the target of USD100m revenue.  
 
 
 
 

 

Click below for  
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NOCIL Neutral 
Current Price INR 242  

 Aggressive dumping from China persisted in 2Q 

 Lack of domestic demand from China and subdued demand from China’s export 

market have negatively impacted the company’s performance 

 Volumes in the domestic market remained flat 

 The PV segment has posted positive growth; CV have posted subdued 

performance YoY. 

 Subdued monsoon and higher BS norms affected the performance of CV 

 The latex industry continues to remain subdued 

 Operating at 50% of peak levels observed in CY21 and CY22 

 High competition from Chinese suppliers 

 There is lower demand from the tyre market in Europe 

 20-25% of exports would be in Europe; 50% in Asia and the remaining in RoW 

(Americas contribute 25% of exports today) 

 Management believes that they are ahead of China Sunsine on per kg basis 

 The latex market, which used to account for 30% of export sales, has now 

decreased and stands at 12-15% 

 Non-latex sales in the export market was 70%, and it has now increased to ~85-

88% 

 Lost volumes in latex has been offset by an increase in non-tyre sales 

 Some positive volume growth could be seen in FY24 on a full-year basis 

 Specialty as % of total revenue currently stands at 12-15%. 
 
 

Click below for  
Detailed Concall Transcript & 
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 Stagnant volume growth in consumer companies persists, mainly due to ongoing rural weakness. Market 
prices are plateauing as companies pass on lower input costs. Intense competition prevails, with companies 
returning to historical levels of advertising. Management highlighted that rural demand continues to face 
challenges due to inflation and erratic monsoons, impacting performance for the quarter.  

 Despite the ongoing struggles, there is potential for a rural recovery led by moderating inflation. Positive signs 
in real rural wages are contributing to the overall improvement, supported by the government’s focus on rural 
development and continued investment. 

 

KEY HIGHLIGHTS FROM CONFERENCE CALL 
 

Salient takeaways from the 2QFY24 performance  Outlook for FY24 
 

 Asian Paints reported 6% volume growth in the India 
Decorative business.   

 A moderation in revenue was due to subdued consumer 
sentiment and emphasizing the sensitivity of demand 
growth to unpredictable rainfall patterns.  

 The rural and urban centers showed different behaviors, 
with urban centers performing better in the current quarter. 

 The distribution footprint expanded, reaching over ~1.6 lakh 
retail touchpoints, with an addition of 2,500 in 2QFY24. 

 It maintained an EBITDA margin band guidance of 18-20%. 
 The company currently operates 50 Beautiful Home stores 

nationwide. 
 Brownfield investments, including plant expansions in 

Khandala and Ankleshwar, are on track with the 
Ankleshwar expansion projected to conclude by Dec’23. 

 

 Volume growth remained stagnant due to the rural market 
slowdown and local competition. 

 Despite a 1.5% price cut from a 22% inflation-induced 
increase, overall prices still exceed 20% growth. 

 BRIT's four INR 10b+ brands contribute INR 97b to total 
turnover, with innovation accounting for 10% of revenues. 

 BRIT now covers 2.73 Mn outlets, a notable increase from 21 
lakhs in Sep’23. Total distribution has grown to 6.6 Mn from 
5.4 Mn, primarily driven by direct distribution. 

 BRIT expanded in Bihar with a second factory featuring 
three product lines. They've also successfully entered UP 
and Tamil Nadu, both operating efficiently. The flagship 
Ranjangaon factory, fulfilling 15% of total capacity, is set 
to add more production lines.  

 Capex for FY24E would be ~INR4-4.5b. 

 

 

 Total volumes increased by 3%, or ~5% excluding beverages, 
in 2QFY24. 

 The HPC portfolio grew 5.8% YoY. Home care saw a robust 
15% YoY growth, driven by double-digit increases in Odomos 
and Odonil.  

 Direct reach is now at 1.4m outlets, set to reach 1.5m by 
fiscal year-end. Village coverage: 0.11 Mn villages, supported 
by 13,000+ yodhas.  

 Legal costs for Namaste LLC were around INR300-350m per 
quarter in the first half. Moving forward, it will be capped at 
INR200-220m per quarter. 

 Management expects volume growth in the mid-single to 
high-single digits in FY24. 

 Investing INR 300m-400m in PET bottles for coconut water 
launch, aiming to address response gaps faced with Tetra 
Pak in the first two quarters. 

 Distribution changes in international markets have been 
resolved, and the company anticipates healthy double-
digit growth in FY24. 

 

  GCPL volumes rose 10% YoY. The India business grew 9% YoY 
led by 11% volume growth.  

 The Home Care volume growth was in mid-single digit and 
Personal Care (Organic) was in low-single digit. 

 Indonesia had a strong quarter despite another round of 
down-stocking in modern trade. Volumes grew 11% YoY 
(14% CC). 

 RCCL shows strong sequential sales growth at 1,420m. The 
integration is nearly complete, anticipating cost synergies in 
2HFY24. Good EBITDA is expected despite higher media 
investments.  

 GCPL's EBITDA margin, currently in the near 20%, is poised 
for further improvement. Margins in GAUM and Indonesia 
are below potential, and structural cost savings are 
expected in India.  

 GCPL anticipates stronger 2H margins, driven by a 
favorable product mix, and expects this seasonality to 
continue in FY2024E. Despite a robust base, decent 
earnings growth is projected in 2HFY24. 

  

 

 
 

 HUVR’s volume growth for the quarter was 2%, while 
FMCG’s industry volumes grew in high-single digit. 

 Competitive intensity is rising as the share of smaller players 
increases in certain categories, driven by lower inflation. 

 The rural market's two-year average decline rate is still at 
1%, indicating that it has not fully recovered the lost volume 
levels. 

 The management expects a marginal impact on prices if 
commodity prices remain at their current levels. The 
primary focus remains on fostering competitive volume 
growth, intensifying investments in brands, and sustaining 
a healthy EBITDA margin.  

 The ETR for FY24 is expected to be around 26.5%, slightly 
higher than the 26% recorded in FY23. 

Asian Paints 

Britannia 

Dabur 

Godrej Cons. 

Hindustan 
Unilever 
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 MRCO’s domestic volume growth at 3% YoY in 2Q. The 
revenue growth was subdued, attributed to domestic price 
cuts and currency headwinds in the overseas business. 

 Gross margin hit a 26-quarter high of 50.5%, driven by softer 
input costs. Accordingly, management has raised its margin 
expansion guidance to 350-400bp for FY24. 

 In FY24, gross margin is expected to improve ~350-400bp. 
 MRCO is on course to achieve its FY24 revenue targets, 

with Food and Premium Personal Care contributing 20% to 
the domestic business in 2Q.  

 The management expects to maintain a dividend payout 
ratio of 80-90%. 

  The underlying volume growth was ~8% YoY despite 
monsoon-related disruptions.  

 PIDI ventures into retail lending, earmarking INR1b 
investment over two years using a mix of equity and debt. 

 VAM’s consumption cost in 2QFY24 was USD1,000/t vs. 
USD2,500/t in 2QFY23. 

 PIDI launched retail lending for ecosystem growth, utilizing 
debt-free NBFC Pargro Investments Private Limited from 
the Promoter Group. It was not engaged in lending 
operations as of Oct'23. 

 EBITDA margin would be in the range of 20-24% for FY24.  

 

  The demand is weak due to geopolitical tensions, high fuel 
prices, and persistent inflation, affecting consumers who 
prioritize value.  

 LFL sales/volume growth stood at 12%/1%. The 11% 
difference was due to the price mix. 

 The company has seen a deceleration and festive pick-up is 
also not as buoyant as seen previously. Some volume 
pressure has also been seen in Central India during the 
quarter. 

 The company maintains a target of a +15% EBITDA margin 
for FY24. 

 UNSP has good cash reserves and generates healthy free 
cash flow. It has a business development team, which 
continues to explore inorganic opportunities. 

  

  

Asian Paints Neutral 
Current Price INR 3,132   

Performance and outlook  

 The top-line displayed moderate growth in the quarter, influenced by weak 

consumer sentiment.  

 The unpredictability of rainfall adversely impacts overall demand and retail 

sentiment, influencing stocking decisions and creating multiple factors that 

contribute to the evaluation of the affected demand.  

 Volume growth slowed to 6%, a significant deceleration from the previous 

quarter's double-digit figures. Despite this, the half-yearly performance showed 

a rebound with 8% growth, approaching double digits.  

 The company maintains its commitment to a double-digit volume trajectory 

over a four-year CAGR basis, supported by strong CAGR levels of about 15% for 

both volume and value, with specific segments exhibiting even higher growth at 

~16%.  

 Rural and urban centers showed different behaviors, with urban centers 

performing better in the current quarter.  

 The current product mix is dominated by a larger economy range, although 

there is notable traction observed in premium and luxury products, especially in 

Sep’23.  

 Strong growth in waterproofing in both retail and projects segments.  

 Painting service, including safe painting and trusted contractor service, doubled 

in size, becoming globally the largest run by any company.  

 Projects and institutions business remained strong despite disruptions from 

monsoons.  

 The company is focused on innovation with new products contributing 11% to 

overall revenue.  
Segmental highlights  

 Home decor revenue currently accounts for 4% of the decorative revenue and 

now reached to ‘50 Beautiful home stores’  

 The company recently launched new wallpapers in both the smart economy 

range and high-end luxury collections, including a range designed by Tilla Studio.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

Marico 

Pidilite 

UNSP 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/APNT_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/APNT-20231026-MOSL-RU-PG012.pdf
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 The kitchen and bath business experienced a slower performance this quarter 

due to weak demand conditions and the lingering impact of last year's price 

increase. The focus is now on building overall profitability in the kitchen and 

bath segment through operational efficiencies.  

 White Teak, specializing in decorative and designer lights, and Weatherseal, 

known for uPVC windows and doors, showcased strong performance. 

Weatherseal saw significant growth with network expansion, doubling its 

business value.  

 The company introduced new products, such as System Aluminum, in the home 

decor segment.  

 Industrial business, including auto refinishes and protective paints, maintains a 

strong growth trajectory.  

 Overall coatings register a 1.1% growth in Q2, aided by industrial performance. 

The company has demonstrated consistent growth in the industrial business 

over the past three and a half years.  
Cost and margins  

 Material deflation of about 4% in the recent quarter contributed to strong 

margins. Gross margins stood at 43.9%, highest in the last 10 quarters.  

 There has been a significant deflation in the last two quarters, with a 2% 

deflation in Q1 and a 4% deflation recently. This has had a positive impact on 

margins.  

 The company is committed to maintaining EBITDA margins within the 

established band of 18% to 20%. This commitment is upheld through a steady 

and strategic approach involving price adjustments, discounts, and overall 

spending management.  
Capex plans  

 The company's significant Capex for capacity expansion and backward 

integration is progressing well, with a focus on achieving planned goals in the 

next two to three years.  

 Progress on the white cement project in Fujairah UAE, remains on schedule, 

covering permissions, land acquisitions, and agreements. Equipment ordering is 

underway, and the project is expected to conclude by December 2025.  

 Advancements are noted in the VAM and VAE project, with initial work on 

consultants, layouts, and permissions. The project is anticipated to be 

completed in the fourth quarter of 2026.  

 Brownfield investments, including plant expansions in Khandala, and 

Ankleshwar, are on track, with the Ankleshwar expansion projected to conclude 

by December of the current year.  
International Business  

 The international business reported a sales de-growth of 3.9% in INR terms, but 

demonstrated a growth of 1.9% in constant currency (CC) terms.  

 All regions in the Middle East exhibited strong performance, achieving double-

digit growth, and there was notable improvement in Sri Lanka.  

 Persistent high inflation and currency devaluation in Egypt continued to exert 

pressure on the business.  

 Sales in Nepal remained muted due to liquidity crunch, and there is an 

anticipation of ongoing macro uncertainty continuing to affect Bangladesh.  
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Other Points  

 The organized industry is gaining traction as the customers seeking the 

assurance and comfort associated with established brands.  

 Post-COVID, the unorganized sector has been notably affected, initially by 

supply chain disruptions and subsequently by a shift toward organized brands 

from the customer perspective.  

 Erratic rainfall affects both interior and exterior painting segments, as customers 

tend to avoid painting during unpredictable weather conditions.  

 B2B projects, especially for larger buildings, may experience delays as builders 

prefer painting during clear periods.   

  

Britannia Inds  Neutral 
Current Price INR 4,697  

Operating environment  

 FMCG growth in the urban market was faster than rural market growth. 

However, rural markets remain in focus for companies.  

 Overall biscuit consumption occasions increased to 370 times in FY23 from 303 

times in FY18.  

 Volume growth was flat (+20bp) in 2Q.  

 Revenue growth was muted mainly due to a high base, a slowdown in rural 

markets and competition from local players.  

 BRIT gained market share in 2Q through price cuts in certain SKUs.  

 It has reduced prices by 1.5% from the peak level after increasing them by 22% 

during the inflationary environment. Hence, overall price growth is still above 

20%.  

 Overall commodity costs softened YoY in 2Q as flour prices inched up and prices 

of sugar, palm oil, laminates and corrugated boxes declined.  

 On the softening of commodity prices, the premium charged by the market 

leader company should be in a band, otherwise it will lose market share.  

 Spending on advertisement and promotion increased by 1.5% in 2Q.  

 The NPD revenue contribution on annualized basis is over ~INR2bn.  

 Advancements in renewable energy, reductions in fuel consumption, and 

improvements in line throughput and efficiencies have led to a significant boost 

in cost efficiency programs, escalating from 1x to 7x in 2023 and 2024."  

 Growth in Focus States declined in 2Q. As these are mainly rural-focused 

markets, overall rural growth is down during the year. The management 

believes that rural growth will come back when sentiment improves.  

Segmental Performance  

 Revenue from BRIT’s four brands crossed ~INR10b and their cumulative revenue 

contribution stood at ~INR97b, with biscuits making up 40% and other brands 

accounting for the rest.  

 The market share of cake is 35%, Rusk is 23-24% and dairy portfolio share only 

13-14%.  

 Biscuits, bread and rusk have high household penetration, ranging from 82% to 

94%. Growth potential lies in consumption-led expansion. As there is under-

penetration in cakes, dairy drinks, wafer cream biscuits, cheeses and croissants, 

growth will be driven by the increase in penetration in these categories.  

 The new innovations in Cake continue to outperform.  

Click below for  
Detailed Concall Transcript  

& Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/BRIT_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/BRIT-20231102-MOSL-RU-PG010.pdf
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 Rusk saw competitive intensity from local players, which led to a decrease in 

revenue growth. Growth will be driven by its focus on distribution and 

differentiation.  

International markets  

 The Middle East & Africa are growing in high-double digits with improved 

margins. Egypt continues to perform well.  

 The newly established operation in Kenya is facing initial challenges but holds 

promising prospects in the future.  

 There is double-digit growth in the rest of world, mainly led by America.  

 The profit trajectory should continue in Nepal.  
Other points  

 Direct reach now stands at 2.73m outlets, with total reach at 66.2m outlets.  

 BRIT plans to enhance capacity in its mega food park in Ranjangaon, which 

accounts for 15% of its total capacity requirements.  

 The new greenfield project in Bihar was commercialized during the quarter.  
New product category - salty snacks  

 The company is cautious about entering the challenging category of salty snacks 

and is currently testing the market to gather necessary data. They recognize the 

complexities and continuously learn from the ongoing test markets.  

 A national launch will only happen if the company is comfortable with the 

marketing mix and believes it has a strong chance of success.  

 While the branded F&B space includes salty snacks and chocolates, BRIT 

currently focuses on baked snacking and plans to expand strategically into other 

snacking areas.  
 For the last three years, the company has been testing salty snacks and fine-

tuning the product before a potential national launch. It may also explore 

alliances and joint ventures for chocolates, exploring various avenues for entry.   
 
 

Dabur Buy 
Current Price INR 541 

Environment and outlook  
 Despite the overall positive trajectory of macroeconomic indicators in the 

quarter, the unequal distribution of rainfall and a deficient monsoon adversely 

affected rural consumption in Q2.  

 Uneven rainfall, particularly in North India, significantly affected the beverage 

portfolio of the Indian business. Despite this, Ex Beverages, Dabur India's 

business, witnessed a 6% YoY growth., driven by a 5% YoY increase in volume.  

 The current direct reach is 1.4m outlets, set to rise to 1.5m by the end of the 

fiscal year. Village coverage stands strong at 1.07lakh villages, backed by the 

support of over 13,000 yodhas.  

 In the southern region, rural areas are more affected by rainfall, followed by the 

western region, and lastly, the northern and eastern regions.  

 The entry of a new player into the market, particularly in the coconut water 

segment, had an effect on market shares in modern trade channels. To counter 

this, Dabur is investing in a CapEx of approximately INR 300-400m for the 

upcoming season, aiming to compete with pet bottles in the real coconut water 

serving domain.  

 
 

Click below for  
Detailed Concall Transcript  

& Results Update 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Dabur_Q2FY24.pdf
https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://ftp.motilaloswal.com/emailer/Research/DABUR-20231102-MOSL-RU-PG012.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=2QFY24 RESULTS: 1. Tata Motors; 2. Dabur; 3. Godrej Properties; 4. Indraprastha Gas; 5. LIC Housing Finance; 6. Clean Science & Technology; 7. Syrma SGS Technology; 8. MAS Financial Services&ListId=116
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Cost and margins  
 The gross margin experienced a robust expansion of approximately 300bp, 

driven by material deflation observed during the quarter.  

 There has been a 43% increase in A&P investments, emphasizing the importance 

of media investments for long-term sustainable growth and maintaining market 

leadership.  

Additional segmental highlights  
 During the quarter, HPC portfolio grew 5.8%. Home care saw a robust 15% 

growth, driven by double-digit increases in odomos and odonil.  

 Odomos captured a 65% market share in mosquito repellents, gaining 560bp. 

Additionally, air freshener portfolio gained 160bp.  

 Dabur Red experienced high single-digit growth, while the newly launched 

Dabur Red Bae Fresh Gel is gaining momentum in the market.  

 The toothpaste category also witnessed a 20bp increase in market share.  

 Hair Care achieved high single-digit growth, with hair oils gaining 140bp, 

reaching 17%.  

 The Healthcare portfolio grew 5.4%, and Dabur secured increased market shares 

in Health Supplements, including a 45bp gain in chyawanprash and a 64bp 

improvement in Dabur Honey.  

 The Digestive category experienced an 18.1% YoY growth, driven by the strong 

performance of the hajmola franchise.  

 OTC portfolio saw an 8.4% YoY growth during the quarter, fueled by Lal Tail, 

Honitus, and Dabur Health Juices.  

 The Ethical portfolio recorded an 8% YoY growth.  

 Baby Care sales doubled, and the therapeutics division achieved double-digit 

growth.  

 The beverage business experienced a 10% YoY decline in the quarter, while the 

food business, especially under the homemade brand, thrived with a remarkable 

40% growth.  

International business  
 With moderation in inflation and distribution changes in the international 

business, a robust recovery has been witnessed, resulting in a significant 23.6% 

constant currency growth.  

 This growth is attributed to substantial increases across regions, including the 

MENA region at 18.4%, Egypt business at 35%, Turkey at 78%, and Bangladesh 

recording an 11% YoY growth.  

Litigation US-based step-down subsidiary Namaste LLC  
 Litigation has been initiated against the US-based step-down subsidiary 

Namaste LLC. It's important to note that this legal matter does not pertain to 

any Dabur brands or products.  

 The lawsuit involves multiple players in the hair relaxer industry, including 

L’Oréal, Godrej, Soft Sheen, Carson, Namaste Labs, Avalon, and Revlon.  

 Allegations suggest that the use of these products may have adverse health 

effects.  

 Namaste Labs disputes these claims and firmly asserts the safety of its products.  

 Namaste business, valued at approximately USD45-50m, includes a relaxer 

segment that constitutes around 25% of the total business. Currently, it is only 

the relaxer business that is facing continuous impact.  
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 The case is founded on an incomplete and inconclusive study, lacking legal 

merit.  

 The implicated portfolio represents less than 1% of the consolidated revenue, 

and Dabur has product liability insurance in place.  

 Legal costs were around INR 300-350m per quarter in the first half. Moving 

forward, it would be capped at INR 200-220m per quarter.  

 

Emami Buy 
Current Price INR 495  

Performance and Outlook  
 There is a slowdown in the market. A recovery in the rural market is expected to 

be driven by the winter season and elections.  

 In 2QFY24, E-commerce achieved a remarkable 50% growth, while MT grew 17-

18%. MT/E-commerce contributed 11%/13% to total sales.  

 Margin in Modern Trade and E-commerce was lower than GT margin, which 

provides a scope for margin improvement in these channels.  

 The management expects high-single digit sales growth in FY24.  

Cost and Margins  
 GP margin expanded on lower input costs and a price hike.  

 EBITDA margin is likely to expend by 200bp-250bp in FY24.  

Segmental Information  
 The company has forayed into the juice category by acquiring a 26% stake in 

Axiom Ayurveda.  

 BoroPlus, Kesh King and the male grooming portfolio reported declines due to 

lower demand from price-sensitive customers.  

 In the Zandu D2C care portfolio, ten new products were launched, which should 

help in leverage the opportunity in the healthcare portfolio.  

 Kesh King saw muted sales growth but may bounce back in 3Q. Growth will be 

driven by consumer promotion spending.  

 Competition from Dabur is seeing in cool oil.  

 The Man Company and BRILLARE grew 63% YoY in 2QFY24, led by new product 

launches and premiumization; expanded to MT and GT in addition to E-

commerce. The total contribution of both brands to total sales is 5%.  

 The Man Company is now at a breakeven, but BRILLARE is seeing margin 

erosion.  

 The OTC and medical business was stagnant in 2Q. The management expects 

high-single digit growth in 3Q.  

Other Points  
 The company has a good cash balance even after the buyback of INR2300m.  

 The promoters’ stake declined to 15% after the disinvestment of a majority 

stake in AMRI hospital.  

 The international market delivered a good performance driven by the SAARC 

and MENAP despite the currency fluctuation in certain markets and import 

restrictions.  

 ‘Project Khoj’ is completed and has reached to 60,000 villages. It reaches to the 

1,25000 chemist through new initiatives.  

   
 

Click below for  
Detailed Concall Transcript  

& Results Update 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Emami_Q2FY24.pdf
https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://institution.motilaloswal.com/emailer/Research/HMN-20231106-MOSL-RU-PG010.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=2QFY24 RESULUTS (1. Varun Beverages; 2. Divi’s Laboratories; 3. Bharat Forge; 4. Gland Pharma; 5. Emami; 6. Gujarat State Petronet; 7. Data Patterns; 8. Godrej Agrovet; 9. J K Lakshmi Cement; 10. Indigo Paints; 11. Barbeque Nation)&ListId=116
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Godrej Consumer Buy 
Current Price INR 1,001  

Performance and outlook  
 GCPL posted 10% growth in reported volume, with organic volume up 6%. 

Although volumes came in slightly below our expectations, particularly in India, 

in the Household insecticide category.  

 The structural savings, a quicker-than-anticipated integration of RCCL, and a 

favorable cost environment for palm oil led the profit growth of business.  

 Revenue growth was lower than volume growth, primarily attributed to lower 

prices in personal wash, translation impact in Nigeria, and hyperinflation 

accounting in Argentina.  

 The hair color category typically sees a decline in July, coinciding with the month 

of Shravan when consumers in the north and west regions refrain from cutting 

or grooming their hair. In FY24, an additional month of Shravan (after FY19) 

further affected demand.  

 In the category development, GCPL increased its media spends by 33% in 2Q. 

Presently, the company allocates ~10% of turnover to A&P, marking a 200bp 

QoQ and a 400bp YoY increase.  

 Organic volume growth has increased from a five-year CAGR of ~4% to a current 

range of between mid and high single digits.  

 EBITDA margin has reached 20%, and GCPL expects continuous enhancement 

through strategic structural cost reduction initiatives.  

 The dividend payout ratio to average about 50% of annual PAT of the company.  

International Markets  
 Indonesia recorded a robust quarter, with an impressive 11% growth in volume. 

Beyond favorable macroeconomic conditions, the household insecticide 

business showed notable resilience, responding positively to a substantial 

enhancement in product efficacy implemented a few quarters ago.  

 In Africa, USA & Middle East business, volumes grew 3%. Latin America and 

SAARC had an excellent quarter and grew UVG at 28%.  

 As part of the ongoing efforts to streamline the GUM business, there are plans 

to reorganize the hair fashion segment in small East African countries, including 

Kenya.  

 Operations in GUM countries will transition to an asset-like royalty model, with 

GCPL's primary focus shifting to marketing and R&D.  

 In international markets with lower gross margins and high overhead costs, such 

as the hair fashion business, GCPL finds it more suitable to operate through a 

distributor model. This approach, already successful in Angola and Uganda, is 

now being implemented in Kenya and Tanzania to enhance profitability.  

 In Africa, there is an initial direction to simplify operations in select countries, 

specifically focused on dry hair or hair fashion. Over the next few months, GCPL 

will finalize the details of this simplification, including the disposal of certain 

assets.  

RCCL business updates  
 The integration of Raymond's consumer segment has been successfully 

completed. After a phase of inventory reduction and transition, GCPL achieved 

record-breaking results in Sep’23.  

Click below for  
Detailed Concall Transcript  

& Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/GCPL_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/GCPL-20231101-MOSL-RU-PG012.pdf


 

November 2023  58 

CONSUMER | Voices 
 

 RCCL’s distribution network has been fully integrated with GCPL’s network. On 

average, this integration results in GCPL realizing savings of approximately 

400bp to 500bp basis points on distributor margins, as GCPL's distributor 

margins were lower than RCCL’s. 

 RCCL distributors, on average, maintained a stock level of 75 days, whereas 

GCPL distributors are operating with a significantly lower stock level of 20 days. 

The reduction in SKUs has likely contributed to a decrease in trade stock as well. 

 GCPL successfully lowered stock levels, streamlined RCCL’s SKUs, and saw a 

highly favorable September. The outlook for Q3 is equally promising. 

 RCCL has substantially increased its advertising efforts, reaching levels where 

the share of voice surpasses the share of the market. 

 After integrating the business, ~30% of RCCL positions have been assimilated 

into RCCL-related roles in GCPL. Another group has transitioned into various 

other roles within GCPL. As a result, ~70% of overheads have been effectively 

reduced. 

 GCPL is in the process of devising and implementing a new, consolidated 

chemist system. Most of the groundwork has already been completed, 

establishing a unified and robust chemist operation for both GCPL and RCCL 

products. 

Other points 
 The management sees consistent EBITDA margin improvement, driven by 

fundamental enhancement in low GAUM margins, expected margin 

improvements in Indonesia, and potential structural cost savings in India. 

 GCPL is gaining market shares across both volume and value metrics. The only 

exception is in the household insecticide segment, where there is a slight 

decline in market share, attributed to ongoing competition from incense sticks. 

 While there is no significant issue in the hair color segment, there is substantial 

local competition in soaps, especially in certain regions, such as parts of eastern 

Madhya Pradesh, Bihar, and Orissa, where local players have a notable 

presence. 

 In the deodorant category, the usage of deodorants in India is currently 

minimal. As the category expands, all players stand to gain. It's a sector worthy 

of investment, with the potential for growth in the high teens or even 20%.  

Hindustan Unilever Buy 
Current Price INR 2,505  

Operational environment  
 FMCG market volumes saw high-single-digit YoY growth after a mid-single-digit 

decline in the previous period, resulting in flat volumes over two years.  

 Urban and within that modern trade led FMCG market growth, while rural 

demand, although subdued, demonstrated a notable 8% growth in 2QFY24, 

marking a notable recovery from a 6% decline for the overall market in 2QFY23.  

 Rural volumes saw a notable growth of 8% in 2QFY24, showcasing a significant 

recovery compared to the overall market's decline of 6% in 2QFY23.  

 Despite the robust growth in the current quarter, the rural market's two-year 

CAGR average is still at -1%, indicating that it has not fully recovered the volume 

levels. However, this represents an improvement from the previous quarter, 

when the two-year CAGR was -4%.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/HUL_Q2FY24.pdf
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 FMCG players are passing on lower input costs to consumers as reflected in a 

sequential reduction in market price growth (3% in Sep’23 quarter vs. 8% in 

Jun’23 quarter). 

 Deflation is yet to be experienced, explaining the gradual volume recovery. Over 

the past three years, there has been a substantial 25% increase in prices. 

 Competitive intensity is rising, marked by the resurgence of small and regional 

players outpacing large players in growth in specific categories. 

 Media deployment in the FMCG category has increased by over 20%, adding to 

market challenges. 

Costs and margins 

 Gross margin has recovered to a level seen before the onset of the high inflation 

cycle. 

 In 2QFY24, the company highlighted two categories where sequential price 

decreases were implemented: 1) skin cleansing, 2) laundry soap detergent. 

 Increased A&P investments by 420bp to counter heightened competitive 

intensity, maintaining a range of 11-12%. One-third is allocated to digital media, 

while two-thirds are dedicated to traditional media, emphasizing advertising-

driven strategies. 

Performance: 

 Market faced challenges, but the company posted a resilient quarter with 4% 

underlying sales and 2% volume growth. 

 A one-off credit impacted underlying sales growth; excluding it, underlying 

growth would have been 3%. 

 The company's market share performance is competitive, with ~60% of its 

business securing value shares. Furthermore, the company consistently gains 

volume shares in over 75% of its operations. 

 The company holds market leadership in over 85% of business categories. It 

boasts a diverse portfolio with 50+ brands, including 19 brands with annual 

turnovers exceeding INR10bn. 

 Directly reaching about 3m outlets, with 2.3m covered through a distributor 

network and the remainder served by three entrepreneurs in rural areas. 

Segmental highlights 

Home care 

 It grew 3% with mid-single digit growth in volume. 

 Fabric wash volume grew in mid-single digits, while household care grew in high 

single digits. 

 Prices have been reduced in both Fabric wash and Household care. 

 New launches: Vim Pure range with plant-based actives and Comfort Intense 

Fabric Conditioner 

Beauty and personal care 

 The segment grew 4% with mid-single-digit growth in volume. 

 Skin care and color cosmetics grew in double digits, led by new demand spaces 

and channels. 

 Hair Care delivered high-single digit UVG, led by Indulekha and Clinic Plus. 

 Skin Cleansing posted low single-digit volume growth, with Lux and Hamam 

continuing to outperform and price reduction in soaps. 

 Oral Care delivered mid-single digit growth led by Closeup. 

https://ftp.motilaloswal.com/emailer/Research/HUVR-20231019-MOSL-RU-PG012.pdf
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 New launches - Vaseline moisturizers, Lakme serums and cosmetics, Pond’s 

serum, Indulekha Anti-Dandruff Oil and Shampoo 

Food & Refreshment 

 Tea saw modest growth as the category continued to witness consumer 

downtrading. 

 Coffee delivered double-digit growth driven by pricing. 

 Health food drinks delivered a mid-single-digit price-led growth. 

 Foods and Ice Cream both grew in mid-single digit on a high base. 

 New launches- Horlicks Strength Plus, Slow Churn Ice Cream and new blends of 

Lipton Green Tea. 

Outlook 

 The management expects a marginal impact on prices if commodity prices 

remain at the current levels. The primary focus remains on fostering competitive 

volume growth, intensifying investments in brands, and sustaining a healthy 

EBITDA margin. 

 Short-term growth drivers include easing overall inflation, festive demand, 

resilient economy. Potential challenges could come from factors like monsoons, 

volatile commodity prices and geopolitical issues. 

Other points 

 The ETR for FY24 is expected to be around 26.5%, slightly higher than the 26% 

recorded in FY23. 

 

Indigo Paints Buy 
Current Price INR 1,506  

Performance and outlook  
 Sales grew at more than 3x-4x the industry growth rate, indicating significant 

market share gain. Management expects the gap between the company and 

industry growth rate to widen further.  

 Sales growth at Tier1, 2 cities continues to outstrip the growth at Tier3, 4 cities 

and rural areas.  

 During the quarter, volume growth outpaced value growth across all categories. 

This trend can be attributed to the faster growth of the economy category 

compared to the premium segment.  

 The premium category primarily consists of exterior paint, which was adversely 

affected in Q2 due to the monsoon season.  

 Exceptionally good sales witnessed in Oct’23 with timely monsoon withdrawal 

and long festive seasons.  

 The growth of Enamels is muted in the quarter while Emulsions registered good 

growth.  

 The company does not expect any slowdown in rural areas. Growth rate is the 

same in both rural and urban markets.  

 It does not lose any market share due to any local players.  

 The company is in the process of building a team to enter project sales. Initially, 

it has focused on 8 states where its retail presence is strong, with plans to 

gradually expand its operations on an all-India basis.  

 In project sales, prices are more competitive; however, there is no dilution in 

the quality of products.  

 

Click below for  
Detailed Concall Transcript & 

Results Update 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Indigo_Paints_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/INDIGOPN-20231106-MOSL-RU-PG012.pdf


 

November 2023  61 

CONSUMER | Voices 
 

Costs and margins  
 The Advertisement and promotion spends increased 7.74% to INR157.8m in 

2QFY24 in absolute terms. However, as a percentage of sales, it has declined.  

 It launched a new advertisement campaign using MS Dhoni & Mohan Lal 

together (in Kerala) to promote the most premium emulsion “Dirt & Waterproof 

Exterior Paint”.  

 The share of premium category will be higher in Q3 and Q4 compared to 

economy. Therefore, GP margin will significantly higher in Q3 and Q4, which led 

the EBITDA expansion.  

 Depreciation is increasing due to commissioning of Pudukkottai plant in Tamil 

Nadu.  

Apple Chemie (Acquired entity)  
 Apple Chemie is a strong B2B player in construction chemical and waterproofing 

in Maharashtra with clients such as L&T, Shapoorji Pallonji, and BG shrike.  

 New sales force is employed to push the sales outside Maharashtra after the 

acquisition. Now, it has sales office in 8-10 states in India outside Maharashtra.  

 In the B2B business, obtaining product approvals can be a time-consuming 

process, even with the same vendors like L&T and Shapoorji in other states. The 

company is required to get the product approved at each specific location.  

 The company has started getting its approvals and orders from these new 

geographies.  

 In FY24, Apple Chemie is to achieve a turnover of INR ~550-600mn, with an 

expected growth rate of 40-50%.  

Distribution Network  
 The company is focused on improving throughput per active dealer; it currently 

has 17,148 active dealers and 9,114 tinting machines in operation.  

 It added two more depots, one each in west India and East India, to improve the 

distribution efficiency.  

 INDIGOPN tinting machine is different from those of other paint companies due 

to its unique design, which incorporates an embedded computer within the 

tinting machine itself. In contrast, with other companies, dealers are required to 

use a separate computer alongside the tinting machine.  

Other points  
 Civil works have commenced for the new water-based paint plant in Jodhpur, 

which is expected to become operational within the next 18 months.  

 Commercial production of water-based paint products began at the new plant in 

Tamil Nadu on Sep18, 2023.   

Jyothy Labs Neutral 
Current Price INR 448  

Performance and outlook  
 The product portfolio has consistently shown growth across various channels. 

The input prices that were previously fluctuating have now stabilized.  

 Despite this positive trend, there's a noticeable rise in the competitive pressure 

as companies strive to boost their volumes and maintain their growth rates.  

 During the quarter, the company witnessed a YoY growth of 11%, encompassing 

a 9% YoY increase in volume and a 2% YoY rise in value.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/JYL_Q2FY24.pdf
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 The company has achieved a direct outreach to 1.1m outlets, contributing to a 

combined total of 2.8m outlets, which are on an upward trajectory.  

 The portfolio has experienced an expansion in market share.  

 The liquid portfolio is expected to perform exceptionally well, particularly in 

urban cities, metros, and through channels such as Modern Trade and e-

commerce.  

 The management anticipates a double-digit sales growth trajectory, driven 

primarily by volume, for FY24.  

Costs and margins  
 The expenditure on A&P has increased 36% this quarter. The company is 

directing its efforts toward product innovation and expanding its reach to new 

geographical markets.  

 The company aims to sustain its historical EBITDA margin, ranging between 16% 

and 17% for FY24.  

Segmental details  
Fabric Care  
 In 2QFY24, Fabric Care sales surged 10.6% compared to 2QFY23 with sales 

improvements observed across all brands in the segment.  

 The company’s emphasis lies on providing value in the Detergent category while 

also concentrating on the premium portfolio of Liquid Detergent.  

 The company remains committed to expanding its distribution efforts, aiming to 

enhance its footprint in the mass category of the detergent powder segment, 

including brands such as Mr. White and Moonlight.  

Dishwashing  
 In 2QFY24, Dishwashing sales witnessed a 10% YoY increase, propelled by the 

robust performance of the two-brand portfolio, Exo and Pril. Both brands have 

successfully attracted new consumers through Loyalty and User Purchase 

programs.  

 The company is directing attention to consumers in search of larger packs in the 

dish-wash liquid category, thereby reinforcing overall brand equity and 

capturing a larger market share.  

 Exo gel is currently exclusive to Kerala, undergoing market testing with valuable 

learnings.  

Household Insecticides  
 In 2QFY24, sales of Household Insecticides recorded a 3.4% increase, 

showcasing a steady recovery for the company after a challenging previous year.  

 The Liquid Vaporizer portfolio has demonstrated positive growth, driven by 

sustained efforts in distribution and consumer engagement activities.  

 The business is yet to achieve EBIT profits, with the portfolio contributing only 

6%-7% to the top line. However, the coils business has faced challenges, 

prompting a shift towards the liquid segment.  

Personal Care  
 In 2QFY24, Personal Care Sales surged 22.3% compared to the corresponding 

period last year.  

 The Neem-based Margo soap portfolio remains a top choice among consumers, 

valued for its authenticity.  

 The introduction of Margo Neem Naturals, featuring three new variants, has 

contributed to the brand's continued success.  

https://ftp.motilaloswal.com/emailer/Research/JYL-20231107-MOSL-RU-PG010.pdf
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 Despite robust sales, Personal Care margins have remained flat in this quarter 

due to the introduction of new variants, leading to higher A&P expenditures. As 

palm oil prices stabilize, a rebound in margins within this category is anticipated.  

Other points  
 The company has successfully reduced its working capital days to a net of five 

days, ensuring heightened efficiency across the supply chain and operations. 

Looking ahead, in the medium to long term, the company envisions a 

normalized working capital cycle of 10-20 days.  

 There’s heightened competition from local regional players, adding to the 

existing competitive landscape. The current scenario reflects increased intensity 

in the market.  
 

Marico Buy 
Current Price INR 527  

Business environment and outlook  
 Urban sentiment improved sequentially, while the rural recovery was slower 

than expected due to higher food inflation and uneven rainfall distribution.  

 The management expects a better performance in 2HFY24 with the onset of the 

festive season, controlled retail and food inflation, and increased government 

spending ahead of elections.  

 A possible easing in deflation in 2HFY24 may also lead to improvements.  

 In India business, discrepancies were seen between reported volume and off-

take growth due to lower realization, which impacts the distributor ROIs.  

 The reduction in credit availability to retailers led to a drop in their retail 

inventory levels.  

 There is increased participation from small local players in specific mass 

categories, mainly in the VAHO portfolio.  

 Volatility was seen in edible oil prices, but trade inventory remained low.  

 MT and e-commerce grew in high-double digits (20%+), while GT declined in 

low-single digit.  

 NCD and exports reported 18% growth.  

 The management is on course to achieve FY24 revenue targets, with Food and 

Premium Personal Care contributing 20% to the domestic business in 2QFY24.  

 The management expects to maintain a dividend payout ratio of 80-90%.  

Material costs, margin and guidance  
 A better-than-expected gross margin expansion was led by incrementally softer 

input costs.  

 The management increased its gross margin expansion expectation to 350-

400bp in FY24.  

Segmental performance  
Parachute coconut oil  
 Volume was up 1%, while value declined 1%.  

 With pricing cuts coming into the base, value growth should mirror volume 

growth in 3Q.  

 Volume growth is expected in off-seasons owing to a gradual pickup in loose-to-

branded conversions due to cost advantages.  

Saffola edible oil  
 Edible oil posted low- single digit volume growth on a high base despite volatility 

in vegetable oil prices.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://institution.motilaloswal.com/emailer/Research/MRCO-20231031-MOSL-RU-PG010.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=2QFY24 RESULTS: 1. TVS Motor Co.; 2. BPCL; 3. Marico; 4. P&G Hygiene; 5. APL Apollo Tubes; 6. Petronet LNG; 7. Fine Organic (Downgrade to Sell); 8. Mahanagar Gas; 9. Mahindra Lifespaces; 10. Spandana Sphoorty; 11. Indostar Capital Finance&ListId=116
http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Marcio_Q2FY24.pdf
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 Foods business delivered a steady performance with 25% YoY value growth.  

 Saffola oats grew in double digits, with honey and soya nearing INR1b in annual 

revenue run rate.  

 The management continues to focus on scaling up its foods business with 

investments in market development, strengthening the cost structure, and 

refining the supply chain and GTM strategies.  

 The management plans to optimize operations and accelerate food growth 

beyond 30% next year.  

VAHO  
 VAHO value growth was only 1%, indicating a slower recovery in personal care 

categories.  

 Focus on market share gains in the mid-segment and expanding presence in 

premium segments through innovation.  

Premium-personal care  
 On track to contribute ~10% of domestic revenue in FY24.  

 The Digital-first portfolio reported annual recurring revenue of ~INR3.5bn+ in 

2QFY24.  

 Digital business will deliver EBITDA levels similar to India business in the next 

three years.  

International business  
 International business delivered strong growth of 13% in CC terms amid the 

challenging operating environment.  

 Bangladesh registered 2% CCG amid ongoing macroeconomic headwinds, 

anticipating economic improvement in the next calendar year.  

 Vietnam grew 13% in CCG terms, with a steady performance in both the HPC 

and Foods portfolios.  

 MENA delivered 34% CCG with both the Gulf region and Egypt growing in 

double digits. Egypt showed a good performance in the hair oil category.  

 South Africa posted 23% CCG, led by the ethnic haircare segment.  

Page Inds Neutral 
Current Price INR 37,673  

Performance and demand environment  
 The management observes positive consumer demand in the economy and rural 

sectors due to festivities, but no notable improvements in urban and mid-

premium segments.  

 Due to macro headwinds and challenging market conditions, revenue/volume 

declined 8.4%/8.8% in 2Q.  

 In 1HFY24, revenue declined 7.6% and volume fell 10.2% YoY.  

 There is a recorded decline in volume growth at the EBO channel level.  

 Excess inventory accumulation in the industry has led to unsustainable business 

practices, impacting the overall ecosystem.  

 The slowdown has affected all categories, with no noticeable improvements in 

the urban and mid-premium segments. However, women's innerwear, 

particularly the innerwear and bra category, performed relatively better.  

 The management focuses on amplifying general trade distribution, expanding 

large format stores and exclusive brand outlets, expanding D2C business, 

enhancing customer experience, and fortifying product portfolio.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/PAGE_INDS_Q2FY24.pdf
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 The quantity and ticket size of purchases have decreased, mirroring the 

industry-wide pressure on volumes. Overall industry spending has risen, 

especially in healthcare and education, without a substantial increase in salaries.  

 The e-commerce channel experienced a significant 31% growth, reflecting 

evolving consumer purchasing habits and a commitment to expanding online 

presence.  

Distribution channels and supply chain  
 Distribution network expansion aligns with company plans, boasting 110,000 

MBOs, 1,370 EBOs (addition of 40 In Q2), and 2,400+ large format stores as of 

Sep’23. Strategic focus areas include metros and tier two/three cities.  

 There are total 1,372+ EBOs with 52/78 exclusive for woman/children.  

 Presence over 118k+ MBOs.  

 Expanding its footprint to 2,791+ cities/Towns.  

Costs and margins  
 Margin improvement in the quarter is attributed to rigorous cost control 

measures, despite prolonged price stability. While raw material prices have 

decreased, the weighted average cost basis means it will take time for these 

benefits to reflect in the P/L statement.  

 Advertising expenses would be in the usual range of 4%-5% in the second half, 

with the first half on the lower side and the second half on the higher side.  

 The management has upheld the EBITDA margin guidance range of 19% to 21%.  

Other points  
 The base quarter numbers are restated due to the outsourcing partner 

supplying raw materials, converting them into finished goods, and sending them 

back to the company.  

 Previously considered as income from operations, it is now netted off against all 

associated costs. 

 Inventory duration reduced to 105 days by Sep’23 end, down from 150 days in 

4QFY23. 

 The decline align s with industry trends, and the company has not lost any 

market share to its peers. 
 

Pidilite Industries  Neutral 
Current Price INR 2,494  

Demand environment and outlook  
 Revenue growth in 2Q was driven by robust underlying volume growth of 8.2%.  

 Domestic C&B delivered UVG of 8% (4yr CAGR: 14%) and domestic B2B recorded 

UVG of 20% (4yr CAGR: 11%).  

 The company is optimistic about the near-term growth outlook, with tailwinds 

coming from the extended festive season, increase in construction activity and 

the government’s focus on capex.  

 A pick-up in the construction and real estate business benefits the company.  

 Growth in rural markets remained higher than in urban markets.  

 Araldite consistently delivered 20% volume growth since the acquisition by PIDI. 

Before the acquisition, it posted 6-8% volume growth.  

 The ratio of core vs. new category products is 65:35 currently. It will reach to 

60:40 by FY24 end.  

 The core business is growing ahead of GDP.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 PIDI has taken a 3% weighted price cut in the last nine months from the peak 

level.  

 The management expects double-digit growth in volume in FY24.  

 The volume and value gap will be bridged in the next six months.  

 Waterproofing paint market is growing at a faster pace. Therefore, the company 

will not lose market share due to new players.  

Cost and margin  
 VAM’s consumption cost in 2QFY24 was USD1,000/t vs. USD2,500/t in 2QFY23.  

 Ad-spending has doubled in 2QFY24 vs. 2QFY23.  

 EBITDA margin would be in the range of 20-24% for FY24.  

Lending business  
 PIDI has set up a lending business to provide small retail loans to its domain 

ecosystem's business growth. To facilitate this, it has identified Pargro 

Investments Private Limited, an NBFC in the Promoter Group, which is debt-free 

and currently not involved in lending operations as of Oct’23.  

 Pargro will be acquired by the company through a wholly-owned subsidiary, as 

per a share purchase agreement (SPA) by 31st Mar’24. The acquisition valued at 

up to INR100m aligns with Pargro's liquid investments as of Oct’23, based on an 

independent valuation.  

 In the next two years, PIDI plans to invest up to INR1b in the new business, 

utilizing a balanced mix of equity and debt in staggered tranches.  

 PIDI is doing itself as it has strong information base. It has credit and buying 

capacity informa tion pertaining to of dealers within the route to market 

spectrum including carpenters, masons, tile layers, plumbing contractors and 

others. Dealers will benefit as they will get credit from company.  

 A separate experienced team will be assigned to this business. PIDI 

management would not be affected by this.  

Others  
 In 2QFY24, PIDI has commissioned four new plants, which, together with the 

four that were commissioned in 1QFY24, takes the total to eight new plants in 

1HFY24.  

 In Oct’23, it commissioned a regional distribution center in Hyderabad to 

strengthen the supply chain ecosystem.  

 PIDI continues to focus on distribution expansion and has reached to 12,000 

stores and 8,000+ villages under the ‘Pidilite ki Duniya’ program. It will add 

1000-1500 stores every quarter.  

 PIDI’s paint business is currently running in Andhra Pradesh, Odisha and 

Telangana, only in towns with a population below 50,000.  

 International subsidiaries, excluding Pidilite USA Inc., reported moderate sales 

growth amid uncertain global economic conditions, inflation, and currency 

devaluation challenges in certain countries.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://ftp.motilaloswal.com/emailer/Research/PIDI-20231109-MOSL-RU-PG012.pdf
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Tata Consumer Products Buy 
Current Price INR 927  

India Packaged Beverages  

 The India Packaged Beverages business witnessed revenue growth of 5% YoY in 

2QFY24 (four-year revenue CAGR of ~9%), backed by 3% volume growth. 

Premium brands outperformed popular and economy brands.  

 Tea: The segment witnessed a market share loss of 95p YoY. The blip in market 

share was primarily due to declining tea prices. However, the prices have 

stabilized, and management expects to make up for the lost share going ahead.  

 TATACONS launched various value-added tea products during the quarter, 

including ‘Tetley Premium Black Leaf Tea’.  

 Coffee continued its strong performance, with a revenue growth of 17% YoY in 

2QFY24.  
India Foods business  

 The business registered 16% YoY revenue growth in 2QFY24. The segment 

recorded a volume growth of 6% YoY during the quarter.  

 Tata Sampann portfolio witnessed another strong quarter with 47% YoY growth 

aided by robust volume growth (four-year revenue CAGR of ~36%). Growth in 

Sampann was aided by higher inflation, especially in pulses.  

 Dry fruits witnessed another strong quarter with over 70% YoY growth.  

 Pulses and staples commanded ~30% share in the e-commerce channel during 

the quarter.  

 TATA Soulfull launched ‘Ragi Bites Choco Sticks’ (a millet-based wafer sticks with 

chocolate filling) during the quarter.  

 Soulfull has completed its breakfast range and is now expanding to snacking.  

India Salt  

 The salt portfolio grew by 8% YoY growth during the quarter (four-year CAGR of 

16%) on a high base of last year (2QFY23 growth of 27%). However, the 

company has lost ~44bp of market share YoY.  

 Value-added salt accounted for ~6.6% of total sales revenue.  

 Salt business, despite steep price increases taken over last year, has seen 

volume growth and consistent premiumization at play.  

 Going ahead, management is expecting volume-led growth in 2HFY24.  
Tata Coffee (including Vietnam ex EOC)  

 Revenue grew 1% YoY (constant currency growth) because of 11% growth in the 

extractions business led by Vietnam operations.  

 The Vietnam business continued to deliver strong sales with improved 

profitability driven by higher sales of premium products.  

 Revenue from the plantation declined ~11% YoY for 2QFY24, on account of 

lower coffee volumes.  
NourishCo  

 NourishCo witnessed revenue growth of ~25% YoY to INR1.7b in 2QFY24, 

despite unfavorable weather conditions. The growth was broad-based across 

products and markets.  

 Profitability improved significantly on YoY basis, led by cost controls and 

operating leverage.  

 The company has launched a pilot project for its energy drink brand ‘Say Never’ 

at INR10 per cup in select North and South Indian markets.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 TATACONS cup format resulted in lower packaging and freight costs. This, 

coupled with lower quantity, helps it price its products very competitively.  

JV: Starbucks  

 Tata Starbucks revenue grew 14% YoY in 2QFY24. The business remained 

profitable at EBIT-level despite a rapid expansion of its store network.  

 The company added 22 new net stores in 2QFY24, taking the total count to 

~370. Starbucks entered two new cities during the quarter, taking the overall 

presence to 49 cities.  
Distribution  

 The company expanded its total reach to 3.8m outlets as of Sep’23  

 It also continued to strengthen its distribution, with all 50k+ population towns 

now being serviced by a direct distributor.  

 There is a decent shift of festive seasons from 2Q to 3Q leading to lower growth 

in 2QFY24 for modern trade. However, the company expects 3QFY24 to be 

stronger.  

 New launches (which are exclusively online) are driving e-commerce sales for 

the company.  
Guidance  

 Going ahead, the company will continue to focus on double-digit growth and 

improved EBITDA margins.  

 Traditional businesses are likely to grow volumes by mid-single-digit, while 

growth businesses will grow substantially faster than traditional business  

 The company is targeting revenue of ~INR9-10b within Sampann and revenue of 

~INR10b within the NourishCo segment. Soulfull is also on a strong trajectory.  

US business  

 Coffee: Revenue declined 10% YoY (constant currency) in 2QFY24. The company 

has released its new ad campaign ‘Coffee Craze’, which will run online and 

through social platforms.  

 Tea: Revenue declined 9% YoY (constant currency) during the quarter. Tetley 

continued its outperformance vs. the mainstream hot black tea category.  
Canada business  

 Revenue grew 8% YoY (constant currency) in 2QFY24 driven by healthy pricing.  

 Tetley outperformed both the regular tea and the specialty tea categories 

during the quarter  

 Live Teas 2.0 has confirmed listings in leading retailers such as Metro, Walmart, 

LCL, and Sobeys.  
UK business  

 Revenue grew 13% YoY (constant currency) in 2QFY24. Reported revenue grew 

25% YoY.  

 The rollout of the revamped Tetley Tea continued through the quarter and 

consumer response has been positive  

 The company launched a millet-based muesli range under the brand name 

Joyfull, in over 430 Tesco stores across the UK.  

Other highlights  

 Management is witnessing stable demand trends in India business and remains 

cautiously optimistic going ahead.  

 However, the branded tea and the branded coffee categories continue to face 

demand headwinds within the International markets.  
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 Growth businesses continued their strong trajectory and have increased their 

contribution significantly, in line with the portfolio transformation ambitions of 

the company.  

 NourishCo, Soulfull and Smartfoodz will have EBITDA margins equivalent to the 

India base business. Margins in Sampann will be lower than the rest of the 

growth businesses pack.  
 The pricing actions and structural interventions have helped improve margins 

within the international business in line with the simplification agenda, 

TATACONS is amalgamating its wholly-owned subsidiaries, viz. NourishCo 

Beverages Ltd., Tata Consumer Soulfull Pvt. Ltd., and Tata SmartFoodz Ltd. with 

the parent entity. This is expected to result in synergies and savings for the 

company.  

United Breweries  Sell 
Current Price INR 1,582  

Environment and outlook  

 UBBL continues to focus on category growth and driving premium through 

brands like Heineken Silver and Kingfisher Ultra.  

 The premium grew by 10% with good growth in the Ultramax and positive 

feedback for the Heineken Silver portfolio.  

 The company increased prices in Rajasthan, UP, Karnataka and Maharashtra.  

 The markets were affected by the RTM showing coming back and the impact will 

be visible in Nov’23.  

 Haryana experienced a YoY volume decline, signs of recovery were observed 

towards the end of the quarter.  

 Despite a positive 7% volume growth in the second quarter, the management 

remains cautious about the potential momentum of future volumes.  

 In 1HFY24, volume declined 4% due to challenges in 1Q, supply chain issues, and 

route-to-market changes.  

 In addition to the premium beer segment, the management is optimistic about 

its regular beer brand Kingfisher despite it being a low-margin product.  

 The company holds around 50% market share in the beer industry in India and 

has seen good recovery in the 2QFY24 compared to 1QFY24.  

 Production of oxide and silver in Africa is set to begin, anticipating increased 

traction in that region.  

 The management expects competition intensity to remain strong, and it will 

increase commercial spending to build the brand image.  

Costs and margins  

 Net sales growth was driven by volume growth and price increases in several 

states.  

 GP margin expanded QoQ on lower barley costs and cost-control initiatives.  

 The management expects gross margin improvement going forward, but there is 

volatility due to the commodity price fluctuation.  

 Employee expenses increased by 18% YoY, attributed to one-time items and the 

recycling of a few provisions from the Q1.  

 Bottling prices continue to face pressure, underscoring the necessity for 

collaboration with suppliers to tackle these challenges.  

 UBBL is emphasizing the importance of returnable bottles not just for profits but 

as a central focus in their sustainability efforts.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 The management emphasizes driving top-line growth through revenue 

management activities as part of the strategy to enhance overall margins.  

Other points  

 Capex of INR 3.5bn are earmarked for expansion throughout this year and into 

the next. The company plan to invest in the supply chain and other commercial 

investments.  
 Regional volumes: North (+1%), East (+11%), South (+11%), West (+2%).   

United Spirits  Neutral 
Current Price INR 1,053  

Operational environment and outlook  

 The demand environment remains volatile amid geopolitical tensions, rising fuel 

prices and stubborn inflation, which continues to impact value-sensitive 

consumers. 

 LFL sales/volume growth stood at 12%/1%. The 11% difference was due to price 

mix. 

 Price mix remains strong, driven by continued premiumization and other 

revenue growth management initiatives. 

 The company has taken a 4.5% price hike during the quarter. 

 UNSP delivered 12.2 % LFL growth despite double ‘Shraad’ during the quarter 

and a delay in the festive season. 

 The company has seen a slowdown and festival pickup is also not as buoyant as 

seen previously. Some volume pressure has also seen in the central India during 

the quarter. 

Costs and margins  

 GP margin expanded due to full price realization of price hike taken earlier and 

the benefits from the  monocarton initiatives. 

 The MSP hike in the green portfolio is affecting the ENA prices and the company 

sees inflation there. 

 Sequential stability was seen in the glass cost. 
Brands/New launches/re-launches  

 Royal Challenge and American Pride continued to witness healthy growth rates. 

90% of customers who tried American Pride will be repeating it.  

 Johnnie Walker benefiting from a favorable base and continued consumer 

recruitment by the scale up of Johnnie Walker Blonde, along with Black and 

White.  

 Johnnie Walker Blonde, which was launched in Dec’22, has now been scaled up 

across all key markets in the country and has been really well received by 

consumers.  

 Black and White growth momentum also remains intact as it continues to be the 

preferred Scotch and casual occasion.  

 BIO, BII and the luxury category like Black Dog saw healthy growth.  

 It launched the global brand Tequila trademark, Don Julio, in India.  
Others  

 The company is a title partner of Zero Festival of Music, India's largest and eco-

friendliest festival.  

 McDowells No. 1 is back on TV after three years as a strategic choice for the 

MacPrestige audience.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/UNSP_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/UNSP-20231109-MOSL-RU-PG012.pdf
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 During the quarter, the brand was associated with the India-West Indies Cricket 

Series.  

 The sales ratio in Jan-Jun/Jul- Dec is 45:55.  

 The company has good cash reserves and generates healthy free cash flow. It 

has business development team which continues to explore inorganic 

opportunities.  

 

Varun Beverages  Buy 
Current Price INR 1,038  

Operating performance  

 Consolidated sales volumes registered a solid growth of 15%, making a strong 

comeback after the unseasonal rains in 2QCY23 in India.  

 Both Indian and international markets contributed to healthy volume growth.  

 The margin improvement during the quarter was led by: 1) softening of PET Chip 

prices; 2) an increase in Sting mix resulting in better gross margins; and 3) 

limited discounts in the market.  

 The management is confident of maintaining the current EBITDA margins (~21%) 

in the next few quarters.  

 VBL has been able to register strong growth vs. other FMCG players mainly due 

to the aggressive expansion of its go-to-market and distribution reach deep into 

the rural markets (i.e., putting visi-coolers aggressively).  

 Gatorade grew 17-18% in 3Q. Sting is also growing at a strong pace, including 

the newly launched Blue Sting.  

Juices and value-added dairy  

 Juices segment posted flat growth in 3Q, as the April-June quarter, which is 

usually a strong quarter for juices, saw a washout in CY23 due to unseasonal 

rains.  

 Dairy segment also saw a muted quarter as capacity constraints restricted 

growth this year. However, with new capacity coming in next year, the 

management expects good growth in the dairy segment. 

New and upcoming plants  

 The greenfield facility in DRC is progressing well and is slated to be 

commissioned in the upcoming months.  

 The company is also enhancing its capacity for juices and value-added dairy 

beverages to align with evolving consumer demands.  

International business  

 The increase in realization was led by improvement from international markets.  

 Go to market for the company is improving. Currently, in all this market VBL has 

low market share and as the market share and mix is improving the realization is 

improving.  

 After exiting in 2016, VBL has re-entered the Africa region by forming a 

subsidiary in Mozambique, Africa, as the market is witnessing robust growth 

over the last few years.  

 VBL will have operations near the Zambia-Mozambique border, so it can utilize 

the capacity from its Zambia plant for distribution.  

 In DRC (Congo), it has a greenfield plant and the capacity (~35-40m cases) will 

be ready for production by Apr-May'24.  
 
 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/VBL_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/VBL-20231106-MOSL-RU-PG010.pdf
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Capex  

 The company capitalized ~INR20b in 9MCY23 for setting up a new greenfield 

facility in Bundi (Rajasthan) and Jabalpur (MP) each (INR8.5b) and brownfield 

expansion in India and international markets.  

 Of this capitalization, the total cash outflow was INR8b in 9MCY23 and the 

balance INR12b was spent in CY22 as advance.  

 CY24 capex target of ~INR25b has been expedited with ~INR16b spent in 

9MCY23 for three greenfield plants in India – UP, Maharashtra, Orissa, and one 

in DRC. The remaining INR9b will be split between 4QCY23 and 1QCY24.  

 The cash capex for the rest of CY23 will be INR5b.  

 All the plants will be under production before Mar’24. VBL will expand its India 

capacity by 45% over CY22 before the CY24 summer season.  

Others  

 The company is working with PepsiCo and will launch one more energy drink 

next year.  

 ESG: As part of the long-term vision and in line with PepsiCo's global PEP+ 

objectives, the company is making investments that emphasize using green 

energy as well as reuse of PET, which will be instrumental in mitigating the 

environmental impact. The company is getting recycling PET and has entered 

into JV with Indorama. 
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 Most banks guided for a steady loan growth trajectory primarily driven by continued traction in the Retail, 
Business Banking and SME segments along with better utilization of sanctions in the corporate sector. Deposit 
growth was also healthy mainly due to the growth in term deposits. However, CASA mix remained sluggish 
across the industry, contributing to a sequential rise in funding costs across the sector. While most banks have 
experienced a NIM stagnation or decline, management anticipates the rising cost of funds to lead to further 
moderation in margins over the next few quarters.  

 Banks, especially PSUs, reported better treasury performance; however, opex ratios remained elevated on 
account of wage provisions for PSU banks and continued investments in branch expansion and technological 
advancements. SMA pool remains low, while slippages from the restructuring book have been controlled, 
which, coupled with healthy PCR and contingency buffers, will keep a check on credit costs, thus supporting 
earnings. Provisioning expenses continued to remain benign for most banks, and while the turn in the 
delinquency cycle with respect to unsecured loans keeps us watchful, we nevertheless expect credit costs to 
stay under control over the coming quarters. 

 

KEY HIGHLIGHTS FROM CONFERENCE CALL 
 Outlook for FY24   Asset quality and collection efficiency 

  The bank has guided for a cost-to-asset ratio of ~2% by 
FY25 (excluding CITI Bank’s expenses and integration 
costs), which currently stands at 2.1%. The total 
reported cost-to-asset ratio was 2.4% in 2QFY24. 

 The bank expects the LCR ratio to be ~115-120% going 
forward. 

 COD grew 17bp QoQ to 4.8% in 2QFY24 and the bank 
expects this to rise further in the upcoming quarters. 

 Management expects to add ~500 branches in FY24. 

 GNPA improved 23bp QoQ to 1.73%; Net NPA rose 5bp 
QoQ to 0.36%. 

 Fresh slippages came in at INR32.5b (INR39.9b in 
1QFY24) due to lower CBG slippages. Recoveries from 
written-off accounts amounted to INR6.6b in 2QFY24. 

 Restructured loans stood at 0.20%. The bank carries 
21% provisioning on these loans. 

 

 
 About 83-85% of deposits were retail. A change in mix 

towards more retail would lead to better margins going 
forward. 

 RoE/RoA stood at 16.2%/2% in 2QFY24 and are expected 

to improve going forward.  
 The CRB book continued to see healthy momentum at 

29.5% YoY, while the Corporate and other wholesale 
books grew 33.8% YoY in 2QFY24. 

 GNPA/NNPA ratios increased by 17bp/5bp QoQ to 
1.34%/0.35% as of 2QFY24. 

 HDFC Bank reported a credit cost of 49bp in 2QFY24 vs. 
87bp in 2QFY23. The decline in credit costs will enable 
continued investments in technology and branches. 

 The bank reported a 32bp slippage ratio, amounting to 
INR78b for 2QFY24. 
 

  In FY23 the banks saw an increase in NIMs due to the 
increase in rates. With deposit costs rising, the bank 
expects NIMs to moderate but sees them sustaining at 
similar levels of FY23. 

 The bank added 353 branches in 1HFY24. The bank will 
look at an opportunity in the micro-market and plans to 
assess markets in each geographical area. The branch 
expansion is more aligned with growth aspirations.  

 International NIMs are improving, as the bank has a 
short-term trade finance portfolio. The bank looks at an 
appropriate spread in this segment. 

 GNPA/NNPA ratios stood at 2.5%/0.43% in 2QFY24. 
 The provision coverage stood at 82.6% as of Sep’23 vs. 

82.4% in 1QFY24 and 80.6% in 2QFY23. 
 Gross additions stood at INR46.9b, including INR43.6 

from retail, rural, and business banking. Corporate and 
SME additions stood at INR3.23b. 

 There was a sale of NPAs of INR1.79b in 2QFY24 vs. 
INR0.94 in 2QFY23. 

  Loan growth is expected to be ~18-23% by FY26 
vs. 21% in 2QFY24. 

 Branch network is likely to expand to ~3,250-
3,750 by FY26 vs. 2,631 in 2QFY24. 

 The customer base should rise to over 50m by 
FY26 vs. 37m in 2QFY24. 

 The C/I ratio stood at 46.9% in 2QFY24 and is 
expected to moderate to 41-42% as efficiency 
kicks in. 

 

 Slippages are expected to be ~INR48b-INR51b going 
forward. 

 The bank expects to build a contingency buffer going 
forward and expects not to further utilize any buffer. 

 Credit cost fell to 123bp in 2QFY24 and is expected to 
be ~110-120bp by FY24 

 IIB has made an additional SR provision of INR1.4b 
during 2QFY24. 
 

  The RBI has approved the appointment of Ashok 
Vaswani as the next MD & CEO of the bank. 

 The bank has received approval from the RBI for 
acquisition of MFI Sonata Finance.  

 Unsecured retail advances as a % of net advances stood 
at 11% as of 2QFY24 vs. 8.7% in 2QFY23, and the 
portfolio continues to hold well. 

 GNPA/NNPA ratios improved 5bp/3bp to 1.72%/0.37% 
in 2QFY24. 

 The bank reported slippages amounting to INR13.1b as 
of 2QFY24 while upgrades stood at INR3b. 

 The bank has maintained restructuring provisions 
higher than the regulatory requirement of INR1.4b in 
2QFY24. 

Axis Bank 

HDFC 
Bank 

ICICI 
Bank 

IndusInd 
Bank 

Kotak 
Mahindra 
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  NII increased 12.3% YoY. Domestic NIM stood at 3.43%. 
SBIN expects NIMs to moderate 3-5bp going forward due 
to a rise in the deposit cost.   

 Wage provisioning has been raised for a potential hike of 
14% vs 10% earlier, and hence it has provided for a back-
dated book since Nov’22 (incremental INR34b in 2Q24). 

 On the overall book mix, 38% is linked to MCLR, 27% to 

EBLR, 31% is fixed, 14% is T-bill linked. 

 The GNPA/NNPA ratios moderated to 2.55% (lowest in 
10 years)/0.64% in 2QFY24. PCR declined 247bp to 
79.45%. PCR for the corporate book rose to 99.55%. 

 The slippage ratio improved 16bp YoY to 0.7%. Credit 
costs stood at 0.22% in 2QFY24. 

 
 
 

AU Small Finance Bank Buy 
Current Price INR 720  

Balance sheet and P&L related  
 Festive demand continues to thrive, and consumer spending remains strong. On 

the liability side, the bank competitive.  

 On boarded 3.6lac new customers and the total base now stands at 44.3 lac.  

 The bank has experienced a CASA growth of 6% QoQ; however, there has been 

pressure in CASA mobilization, leading to a 4% decline in CASA ratio since Mar-

23.  

 The bank has recently established a new banking unit and launched “Swadesh”, 

a dedicated initiative aimed at focusing on the rural sector.  

 Deposits rates increased 25bp in Q2. CoF increased 12bp QoQ; avg H1 rate is at 

6.64%. Yields have remained flat, putting pressure on margins. This flattening of 

yields appears to be structural in nature. NIM stood at 5.5%. The bank is moving 

toward lower yield products, resulting in lower margins. However, this move is 

enhancing asset quality and maintaining a healthy RoA. NIMs are being 

managed within the guided range.  

 Advances grew 2% QoQ; the gross securitization book grew 5% QoQ, with 63% 

of the book as fixed and the rest being floating rates. The bank has observed a 

continuous increase in disbursement yields, experiencing a 27bp uptick in 2Q.  

 The C/I ratio stood at 61%, indicating the bank’s continued focus on efficiency. 

The bank is expected to maintain the same C/I ratio as in FY23.  

 The bank has a CAR of 22.4% in 2Q.  

 Core PPOP grew 28% YoY, supported by ‘other income’ and third party 

distribution income.  

 Divided the bank into five business group – 1st is urban market, 2nd is Swadesh, 

with focus on the rural sector, 3rd is retail asset group (wheels, micro business 

loans), 4th is Commercial banking (Agri, Real estate and NBFC, trade), and the 

5th is digital transaction banking group.  

 Announced partnership with Max Life and Bajaj finserv for the banca channel.  

 Has increased disbursement yields, leading to a shift in the business structure. 

Lower yield products how constitute 31% of the portfolio, primarily driven by HL 

and SBL. Lower yields in this segment do not translate to lower RoA due to 

significantly reduced credit costs and lower opex.  

 The credit cost, which previously ranged from 80bp-1%, is anticipated to 

decrease further, stabilizing within the range of 50-60bp in the long run.  

 During the Covid pandemic, the bank ventured into the Wheels and Small 

Business Loans (SBL) segments resulting into lower yields. The portfolio is 

expected to gradually decrease, potentially leading to an uptick in yields in the 

future.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

SBI 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/AU_Small_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/AUBANK-20231030-MOSL-RU-PG016.pdf
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 The fee income line remains sustainable, with a continued focus on the 

insurance business and credit cards. Additionally, upon acquiring the AD1 

license, the bank anticipates a healthy income stream from this source and 

sustaining the same. Although the bank did not sell any PSL in the second 

quarter, but post-merger, there will be a significant boost in PSL income.  

 Securitization serves multiple purposes, relieving the team from the pressure of 

seeking funds from the liability side while also freeing up capital. The bank’s 

guidance indicates a growth of 25-26% in advances, with the liability side driving 

asset expansion.  

Asset quality  
 Out of 15bp QoQ increase in GNPA, 8bp were attributable to the securitization 

effect. The bank has not identified any specific pockets of stress in any segment 

sector. The increase in GNPA is due to seasonality factors.  

 The current quarter’s slippage of 2% is consistent with the figures from the past 

few quarters. The bank’s credit cost have started to normalize and a portion of 

these costs can be attributed to write-offs in credit card accounts.  

 The bank has INR0.96b of provision against contingency and standard 

restructured asset.  

 The credit card book saw INR0.24b of write-offs in 2Q. The bank is quite 

comfortable in this book and follows the w-off policy of 180 days’ policy. The 

bank expects the book to be seasoned in the next six months.  

 The run rate of write-offs will be in the range of INR0.3b.  

Merger related  
 The bank has come a long way, evolving from an NBFC to becoming the largest 

SFB in the country. Fincare has experienced remarkable growth, positively 

impacting the life of millions of people at the bottom of pyramid. Both entities 

share core values, a common goal, and a shared vision.  

 The merger deal is an all-stock merger and shares will be issued to all Fincare 

SFB in the disclosed share swap ratio.  

 Fincare SFB has a strong and experienced management team. It has a deep 

understanding of the MFI segment.  

 Fincare will help improve the Pan-India network; 49% of Fincare branches are 

located in the South; Fincare has healthy presence in the states of UP and Bihar.  

 Will convert the touch points of Fincare SFB into the AU SFB touchpoints and 

branch.  

 MFI as a segment has seen a strong CAGR of 35% over the past decade. With 

improved regulations in place, the bank has made the decision to explore 

opportunities in this segment.  

 The merged bank intends to keep 10% of the book as MFI; currently, it stands at 

8% of the book as MFI in merged entity. Further, it expects 2.5-3% of the credit 

cost in the MFI business.  

 Gold loan book for the Fincare SFB stands at INR110b.  

 Rajeev Yadav will be deputy CEO of the AU SFB post-merger.  

 AU SFB has a stable and strong franchise; overall asset deposit or asset franchise 

is in shape. AU SFB were missing in the MFI segment. The bank needed to evolve 

with the market, as the MFI business registered a healthy CAGR of 35%.  
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 Fincare's established presence in the South will not only expand the company’s 

product range but also enhance its geographical reach. The bank believes that it 

has the ability to effectively manage this type of transaction.  

 The competition in the deposits sector is fierce, compelling the bank to offer 

attractive rates for deposits. While the management expects a few challenging 

quarters due to the merger, it believes that it will be beneficial in the long run.  

 Through Fincare amalgation, the employee addition will be 15,000, of which 

2/3rd of the base is working in the MFI segment. The bank has created five 

business units, which will be seamlessly integrated into the merger process. The 

bank believes that this integration will not impede its growth trajectory. Fincare 

bank will operate as a dedicated unit within this framework, maintaining its 

focus on business expansion.  

 The merger will not result in any additional cost, except for the transition cost 

and some minor cost relating to employee wages. The management expects 

some merger synergies to play out in the 2-3 year time frame.  

 AU has pursuing a strategy of geographic expansion, and this approach will 

persist in the future. The merged bank plans to capitalize on the existing 1300 

touchpoints. Although challenges related to bandwidth and costs may arise, the 

bank is confident in its ability to effectively manage these issues during the 

merger process.  

 The bank has had a long standing position of refraining from entering the MFI 

segment, conducting thorough evaluations of this strategy over time. With MFI 

business now more regulated, and significant growth within the MFI business, 

the bank recognizes the need to reevaluate this stance and consider entering 

the MFI segment.  

 The merger will give an opportunity to understand the market of the south. 

Fincare is well governed and the size of the bank is also neither too big nor too 

small.  

 Slippages on the MFI have been cyclical, as the MFI business goes through the 

cycle. Even though, the business cycle is volatile, it believes that it can generate 

the better RoA going ahead.  

 FAU believes that the merger will take some more time.  

 Fincare has strategically planned a capital infusion of INR7b to meet its 

increased capital requirements. The capital infusion of Fincare is not intended to 

clean-up the book, given that the GNPA is already at 1.6%. The bank has also 

conducted write offs and even engaged in ARCs transactions to sell off w-off 

books. Fincare follows a write-off policy of 180 days.  

 The bank is not expecting a higher integration cost. There will be a minimal cost 

of integration and it is already baked into the merged bank’s RoA.  

 The bank will need approach the regulator for executing the merger; it believes 

that the regulator will support this merger. The bank will put its best foot 

forward to merge this.  

 For the holdco structure, the holdco shareholders will probably get the shares of 

the AU SFB, but is too early to judge.  

 There are PEs at the holdco level. The bank will be issuing the shares to the 

holdco. The holdco will have to go through a liquidation process, and as a result 
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the NCLT process will take a longer time. Share swap will include all the 

shareholders, including the ESOPs.  

 Over the years, the AU bank has cultivated a strong lending culture. Fincare 

shares a similar mindset, aligning with the ethos of AU Small Finance Bank. 

Expanding into the MFI segment is imperative for the AU SFB. The bank firmly 

believes that the merged entity will sustain its asset quality resilience.  

 The bank will be getting INR24b of net worth and will allow to leverage on the 

money. The bank will maintain its CAR above the 18% mark.  

 There is no tenor lock-in for the Fincare management team; it has already 

appointed AON as a consultant for the better integration.  

 The INR7bn of the capital infusion by Fincare SFB will be at the same valuations 

as the merger deal.  

 Fincare had the higher write-off in FY23; the performance of 1H is more on a 

sustainable basis. Fincare is recovering INR0.1b monthly from the write-off pool.  
  
 

Axis Bank Buy 
Current Price INR 992  

Business performance, balance sheet and P&L  
 The bank continues to focus on its GPS strategy and gain market share in select 

segments.  

 It has gained incremental market share of 6.2% in the last three years.  

 AXISB added 207 branches in 2QFY24, increasing its total branch count to more 

than 5,000.  

 About 13.4% growth in deposits came from Bharat Banking, with 2,373 Bharat 

banking branches as of 2QFY24.  

 1.67m retail term deposits acquired in 2QFY24. The bank is on its way to launch 

Axis Neo cards for corporates as well.  

 The share of low-yielding RIDF bonds declined to 2.1% as % of total assets.  

 14.1% period end market share for credit cards in force and 11.5% spends 

market share in 2QFY24.  

 The salaried segment makes up 100% of PL and 75% of Credit Cards.  

 ETB mix in retail portfolio: Personal loan-83%, LAP-75%, Auto loan-66%, credit 

card-47%, SBB-38% in 2QFY24.  

 About 93% of fee is granular. Fee to total asset stood at 1.53% in 2QFY24.  

 51% of opex was for technology and growth-related business.  

 19.8% of total loans were INR-denominated loans. Yields on interest earning 

assets improved 11bp QoQ in 2QFY24.  

 RWA to total assets stood at 67%. The bank expects to maintain ~18% RoE with 

this level of RWA intensity.  

 52% increase in the number of districts over the last 3 years and 1.48m new SA 

accounts acquired in 2QFY24.  

 31% of the bank book is fixed rate, which will re-price within the next 1 year. 

Floating book consists of 17% MCLR linked, 46% Repo linked (large part of 

increase is from SME side).  

 88% of the CBG book is PSL-compliant and meets most of the PSL requirement 

for the banks.  

 79% of book is rated SME3 or better.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 LCR stood at 118% as on 2QFY24 vs. 123% in 1QFY24.  

 Fee income grew 29% YoY to INR49.6b, which included 38% YoY growth in retail 

banking fees, 17% growth in corporate and commercial banking fee.  

 SBB+SME+MC book grew ~2x the overall book growth, with over 680bp 

improvement in contribution mix from 14.2% to 21.0% over last 3 years.  

 Citi business will be ROE accretive, while the cost ratios will be higher due to 

retail business of Citi.  

 MSME remains the focus segment (up 23% YoY/9.5% QoQ), while the Corporate 

and Retail book grew by 23% each.  

 Retail: Corporate book stood at 58:42 as on 2QFY24. 76% of retail book is 

secured.  

 Within Retail, Cards and PL book grew 74%/25% YoY and rural loans grew 24% 

YoY in 2QFY24.  

 CD ratio stood at 93.9% in 2QFY24 vs. 91.2% in 1QFY24.  

 Opex grew 6% QoQ due to higher technological expenses, integration expenses, 

9% linked to volume, and high network expenses. A large part of these was 

attributed to cards business.  

 Technological expenses formed 8.5% of total operating expenses in 2QFY24.  

Asset quality  
 GNPA improved by 23bp QoQ to 1.73%; Net NPA increased 5bp QoQ to 0.36%.  

 PCR moderated 14bp QoQ to 79.5%.  

 Fresh slippages came in at INR32.5b (INR39.9b in 1QFY24) due to lower CBG 

slippages. Recoveries from written off accounts amounted to INR6.6b in 

2QFY24.  

 2QFY24 net credit cost (annualized) stood at 42bp. Gross credit stood at 70bp, 

and should be monitored.  

 Restructured loans stood at 0.20%. The bank carries 21% provisioning on these 

loans.  

Guidance  
 AXISB has guided for a cost-to-asset ratio of 2% by FY25 (excluding CITI bank 

expenses and integration costs), which currently stands at 2.1%. Total reported 

cost-to-asset ratio was 2.4% in 2QFY24.  

 The bank expects LCR ratio to be ~115-120% going forward.  

 COD grew 17bp QoQ to 4.8% in 2QFY24 and expects this to increase further in 

the upcoming quarters of FY24.  

 It expects recoveries and upgrades to decline going forward.  

 The bank expects to add ~500 branches in FY24.  

Subsidiaries performance  
 Axis Finance: It has been investing in building a strong customer-focused 

franchise. Its overall assets under finance grew 31% YoY. Retail book grew 49% 

YoY and constituted 44% of total loans.  

 Axis AMC: Quarterly average AUM grew 5% YoY to INR2.6t. 1HFY24 PAT stood at 

INR1.9b.  

 Axis Capital: Axis Capital completed 48 investment banking transactions in 

1HFY24.  

 Axis Securities: Broking revenues for 1HFY24 grew 36% YoY to INR4.57b. 1HFY24 

PAT grew 14% YoY to INR1.13b.   
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Bank of Baroda Buy 
Current Price INR 196  

Balance sheet and P&L  
 Retail book grew 22% YoY, while Corporate/ MSME /Agri book grew by 

17%/12%/14%.  

 In the retail book, home loans grew 16% YoY, Auto loans grew 21% YoY, 

Personal loans grew 67% YoY and Gold loans grew 65% YoY.  

 The bank expects Personal loan growth to moderate ahead. Growth of 

wholesale deposits is expected to continue.  

 BOB has maintained its ROA guidance of more than 1% for FY24 (1.12% in 

2QFY24).  

 The cost of deposits is high given the liquidity scenario, and the bank expects 

this scenario to continue for some more time, with yields remaining flat, which 

has led to NIM compression.  

 Initiatives (products) taken by the bank, such as BoB lite, Bob grow, bob parivaar 

account and Baroda NRI account, will boost CASA deposits and optimize NIMs.  

 Due to a higher rate in term deposits, there was an impact on the cost of 

deposits, which is not expected to continue. On the treasury side, yields are not 

expected to go up further.  

 The percentage of investments in SLR Securities to NDTL was at 27.41% in 2Q.  

 Domestic investment book comprises 69.20% of HTM, 30.57% of AFS and 0.23% 

of HFT.  

 About 52% of the book is linked to MCLR and less than 30% of book is still to be 

repriced. MCLR, if realigned, will lead to higher yields on advances.  

 The bank expects fee income to grow significantly in coming quarters. Fee 

income mainly comes from the corporate channel.  

 The bank expects repricing to happen in retail deposits, and if the rate reversal 

happens next year, then some repricing is expected in bulk deposits also.  

 The bank is on track to on-boarded the same number of customer as it did past 

many years.  

 The average duration of term deposits stood at 1.2 years as of Sep’23.  

 FY24 NIM is expected to be ~3.15%. Rising COD will put pressure on margins and 

most of the repricing has already been completed.  

Asset quality  
 GNPA/NNPA ratios improved by 18bp/2bp QoQ to 3.3%/0.8%.  

 Fresh slippages increased to INR43b in 2QFY24 vs. INR24.5b in 1QFY24. PCR 

moderated 88bp QoQ to 77.6%.  

 PCR under NCLT accounts stands at 98.5% in current quarter.  

 BOB has provided 100% of non-guarantee aviation account in the current 

quarter.  

 Adjusted for 1H profits, CET-1 would have been 12.47% and CRAR 16.20%.  

 International slippages also increased due to one real estate account in the 

Middle East.  

 Recovery from written-off accounts expected in next quarter as well (10% here 

and there); expected to be ~INR20b in 2HFY24.  

 One aviation account has slipped in the current quarter; its provisions have been 

transferred to provisions for NPA accounts.  

 Collection efficiency (excluding agriculture) stood at 99% as on 2QFY24.  

Click below for  
Results Update 
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 SMA 1&2 (>50m) stands at 22bp of advances as on 2QFY24.  

Guidance for FY24  
 The bank expects the retail segment to grow by 3-4% higher than the industry 

average.  

 Growth in total advances is expected to be 14-16% in FY24:  

 12%-13% growth in corporate book  

 20%-22% growth in retail book  

 International book is expected to grow at 15% YoY  

 Full year NIM Guidance stood at ~3.15% for FY24.  

 The bank expects the C/I ratio to be ~45% by end of FY24.  

 Deposits growth is expected to be ~12-13% for FY24.  

  
 

Bandhan Bank Neutral 
Current Price INR 214  

Balance sheet related  
 Advances grew 12.3% and 4.3% QoQ, driven by an uptick in demand across all 

verticals. The growth in Q2 was primarily concentrated in the month of 

September, and as a result not reflected in NIMs. 

 Bank’s Retail book grew 80% YoY/15% QoQ; Commercial banking grew 65% 

YoY/7% QoQ; Housing book grew 4% YoY. 

 The housing sector is seeing a steady recovery, evidenced by a steady increase 

in overall disbursements. Moreover, productivity is also on the rise in tandem 

with the growth in disbursements. 

 Deposits grew 12.8% YoY, and a tad stronger than industry growth. Retail to 

total deposits ratio moved to 74%. 

 CASA deposits have shown growth of 10.5% YoY/6.6% QoQ. The bank’s CASA 

ratio stood at 38.5%. 

 The bank has increased the SA rates in the month of September. The bank had 

witnessed a trend where customers were shifting their funds from savings to TD 

due to favorable interest rates. However, this trend is now reversing, and the 

bank anticipates a stabilization in the savings bank book moving forward. MFI 

customers contribute 4% of the total deposits. 

 The bank has successfully added 1m customers, with 0.6-0.7m lac coming from 

the EEB segment. On the liabilities side, there has been a 12% YoY increase in 

the number of customers. 

 The bank expects other segment’s business growth to be faster than the EEB 

book, but does not expect any decline in growth in the EEB book. 

P&L and Asset Quality related  
 Collection Efficiency stood at 98%, EEB (ex-NPA stood at 98%, up from 95% a 

year ago). 

 GNPA stood at 7.3%, with improvements across all buckets. 

 The bank reported a PAT of INR7.2b, up 245% YoY. NII stood at INR24.4b, 

vsINR21.9b, growing 11.4% YoY. 

 NIM stood at 7.2% vs. 7% in 2QFY23. NIM stood at 7.3% for Sep-23 due to better 

yields amid festive demand. 

 CoF is expected to go up 20-25bp in the next two quarters, which shall be offset 

by higher yields. So, the NIMs is expected to hover around 7-7.5%. 

Click below for  
Detailed Concall Transcript & 

Results Update 
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 The benefit of the CASA was witnessed in the later part of the quarter. 

 Credit cost is largely stable. While we expect credit cost to be stable at 2% with 

a variance of 20bp. 

 The bank has delivered RoA at 1.9% and RoE at 14% in Q2. 

 In Q2, the bank expanded its network by opening 80 new branches, with 70% of 

them strategically located in the northern, southern, and western zones. 

 Fresh slippages in the EEB book stood at INR13.2b, out of which INR10b was 

specifically from the EEB segment. About INR550m of this total originated from 

the state of Manipur, as the state of Manipur is not active currently. 

 In H2, the bank anticipates an improvement in collections. The DPD book has 

decreased, is expected to result in lower slippages in the future. The bank is 

optimistic that slippages will decrease and recoveries will increase during the 

period. 

 PCR on the EEB book stands at 85% and the bank has 35-36% coverage in the 

other books, leading to 70% PCR on the overall book. 

 During the quarter, the bank recovered and repaid INR2.5b from its ARC pool, 

which was sold in Dec-22 and Mar-23. The bank has fulfilled all the necessary 

payments to the ARC and investors. Hence, any recovery from here on will 

directly benefit the bank. By Q4, recoveries from both tranches are expected to 

be consistent, amounting to a run-rate of INR2.5b per quarter. 

 The bank expects to maintain 3% of Opex/Assets going forward in FY24. Further, 

it targets to add 100-120 branches in the year. 

 For the Assam refund, the bank has received its first tranche of INR470m. 

 CGMFU recovery – The audit has been completed and the bank remains hopeful 

of receiving this in the future. 

 On the ECLGS guarantee, the bank has already received INR850m and INR4.1b is 

still pending. 

 Collection fees from the ARC will be received till Q3 and will be stopped from 

Q4onwards. 

 INR16b from CGMFU recovery will be parked in a separate account as a liability 

to enhance provision cover. Consequently, the NNPA will decrease due to the 

CGMFU recovery, although it will not directly contribute to the income in the 

P&L. 

Guidance for FY24  
 Guided for FY24 credit growth of ~20%, with the majority of the growth 

expected in the latter half of the year. 

 Expect collection efficiency to be steady at 98%. 

 Credit cost guidance set at 2% with a variance of 20bp. 

 H2 is the better half for the year and the ongoing festive season is also showing 

credit demand. 

Digital  
 The bank has completed migration to the core banking system, and is live on 

Oracle Flexcube. 

 As a first step in the tech migration journey, the bank has launched a new 

mobile app. 

 The new CBS system will enable the launch of additional products and services, 

enhancing the personalized experience for customers. 
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Canara Bank Buy 
Current Price INR 397  

Balance sheet and P&L related  
 Business grew in double digits in 2Q, with gross advances up 12.11% YoY.  

 RAM credit grew 13.63% YoY. Retail grew 10.5% YoY, Housing loans grew 12.3% 

YoY, Education loans grew 14.7% YoY, and Vehicle loans grew 9.3% YoY.  

 RoA crossed 1% in 2Q. C/I stood at 43%.  

 NIM was maintained above 3%, up 19bp YoY.  

 CBK took several initiatives in 1Q, such as targeting salaried customers for 

deposits. In 2Q, the bank added 1.6m salaried accounts. The bank plans to 

announce two new schemes aimed at new customers to garner CASA deposits.  

 The bank does not expect much impact on the HTM portfolio with respect to 

new investment guidelines.  

 Miscellaneous income increased due to recovery in w-off income and an annual 

fee increase in debit cards. The bank has started passing on the debit card fee to 

customers.  

 The bank has a higher effective tax rate. It has made provisions on expected 

operating profit. The bank has moved to a new tax regime and the effective tax 

rate for FY24 should be 25%.  

 PSLC fees have come off as demand was good in 2Q and the same benefit is not 

expected to be there in future quarters.  

 Lending rates are good as the bank focuses on the RAM sector. CBK is trying to 

reprice low-yielding corporate accounts. As a result, the bank has been seeing 

healthy yields.  

 INR4.5b in NPA interest was recovered in 2Q. The bank expects INR3-5bn of 

interest recovery every quarter.  

 CBK is seeing stress in margins due to rising interest on deposits, but the bank 

does not see any difficulty in garnering new deposits. It has no plan to reduce or 

increase the interest rate on deposits. There is stress on interest expenses, but 

sourcing of liabilities is not an issue. CBK is growing 8% YoY in deposits. The bank 

is not having any difficulty in raising deposits at the higher rate of interest.  

 Of the bank’s total loan book, 50% is linked to MCLR and 38% to RRLR.  

 The bank has increased MCLR by 10bp since Mar’23. It does not expect any 

further repricing in MCLR.  

 CBK is conscious about margin and will also look at profit.  

 The bank is closely working with Can-Fin Homes to have a better monitoring 

system. It is planning to shift its card business to a separate subsidiary.  

 CBK has been relocating duplicate branches since the amalgamation. CBK 

focuses on opening 275 branches to boost CASA deposits.  

 The bank is not anticipating any increase in the rate of interest for savings 

accounts.  

 The C/D ratio has increased to 75%. It has excess SLR and is using this to borrow 

from RBI to deploy it to earn additional income.  

Asset quality related  
 GNPA declined 161bp YoY, NNPA declined 78bp YoY. GNPA ratio stands at 4.76% 

and NNPA at 1.41%.  

 CBK has some stress on the LRD account (SMA-2). As a result, the bank has been 

taking additional provisions. The account is stressed but is not NPA. The bank 

Click below for  
Detailed Concall Transcript & 
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has provided INR6.5b in total (INR2b in 2Q). The bank believes the provision is 

sufficient for this account.  

 SMA book declined to 0.7% and is expected to remain at this level going ahead.  

 Slippages breakup: INR8b in Agri, INR9b in MSME, INR4b in retail and INR7.5b in 

corporate.  

 The bank expects recovery in some accounts from NCLT, although the pace of 

recovery is slow. The bank has received INR6.5b through NCLT account.  

 Total restructured book stands at INR200b, of which INR140b is standard and 

INR60b is NPA.  

 The bank maintains aggressive provisions and expects the policy to be 

continued. The bank has a PCR of 88% and expects it to be at 90% in FY24.  

Guidance for FY24  
 Expects to sustain NIMs at 3-3.05%.  

 Deposit growth to remain at 8%+ YoY.  

 C/I likely to be maintained around 45%.  

 Guides for credit cost of 1.2%, as the bank aims to increase its PCR.  
 
 

DCB Bank Neutral 
Current Price INR 113  

Balance sheet and P&L related  
 During 2Q, the bank’s advances grew 19% YoY, while deposits grew 23% YoY.  

 Market conditions were tough in 2Q and as a result the CoF went up.  

 The bank expects the collection efficiency to improve from here on with an 

intention to double its balance sheet in next 3-4 years.  

 Cost/Asset is declining and management expects this trend to continue as the 

bank continues to grow.  

 DCBB is tracking cost of deposits on a daily basis; the re-pricing of deposits 

should be completed in the next two quarters. The CoF increase will be spread 

over two quarters in future.  

 The fixed rate loan book cannot be re-priced, while mortgage and LAP have 

started to be re-priced. They are further expected to be re-priced in the coming 

months. Bank’s MCLR book too is re-pricing every quarter.  

 Bulk of the SA account balances for the bank comes at the lower bucket pricing 

band. The bank offers higher rates on higher bucket ticket size to attract 

customers for SA. Bank intends to keep higher SA rates for the retention of the 

existing customers.  

 The bank doesn’t expect the higher SA rates to impact the margins in 3Q.  

 Bank’s gold loan book proportion as a % of overall book is reducing while 

slippages are higher due to seasonality effects and inefficiency at the branch 

level. Bank will continue to push the gold loan as long as deposits are growing.  

 The bank will continue to invest in the frontline staff; as a result a few quarters 

will see an increase in Cost/Asset. But in the long-run, it will see a decrease in 

Cost/Asset as growth continues.  

 The bank’s new MD & CEO application has already put to the RBI and the bank is 

waiting for the RBI to revert on the same.  

 In mortgage loans, small-ticket customers prefer fixed EMIs during the start of 

the tenure. The bank’s new loans are fixed for the initial period and then after 

Click below for  
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the initial period, the loans come for re-pricing. By February and March there 

will be a good quantum coming for re-pricing in this segment.  

 The bank expects credit cost to be in the range of 35-40bp.  

 It expects that changing product mix towards business loans should drive the 

NIMs and RoA of 1% and RoE of 14%.  

 Other income is due to third-party income, PSL income would be lesser. Bank 

expects the fee income growth to be at the similar line to the balance sheet 

growth.  

 Bank aims for a PCR of above 70% over time; its provision is above the RBI 

guidelines. The bank has specific provisions for certain assets and will continue 

credit cost at 35-40bp, as bank expects recoveries and upgrades to be healthy.  

 Bank is not looking to grow in the corporate book, but will keep it at similar 

levels.  

 Yields are expected to improve as the bank is shifting its focus towards the 

Business loans.  

 In microfinance, it has signed up with some more BC partners and looking for 

higher quality BC partners. For CV the bank will continue to cross sell to the 

existing customers, the bank will continue to focus SBL, HL and LAP.  

 On the deposits front, the bank aims to focus on CASA and for this the bank has 

adopted the strategy of giving out higher SA rates.  

 Provision breakup – NPA provision at INR250m, standard provision at INR70m, 

floating provision at INR40m, and other provision at INR37m.  

Asset quality related  
 Mortgages saw higher slippages, as the mortgage book came out of the 

moratorium.  

 Slippages excluding of gold stood at 2.69%, but as the collection improves from 

the restructured book it will lead to lower slippages especially in mortgage book.  

 Credit cost stood at 28bp in 2Q, PCR stood at 75.5% in 2Q.  

 The entire portfolio of mortgage is now out of the moratorium; DCBB expects 

the book to take about 3-4 months to come in the rhythm of regular payments. 

DCBB expects the upgrades to be higher than the recoveries.  

 DCBB expects another two quarters to get back to the normalized level of 

slippages of 2-3%.  

 Most of the slippages are coming from the restructured book. While bank 

expects recoveries and upgrades to stay healthy.  

Guidance related  
 Bank guides for RoA of 1% and RoE of 14% in the near term.  

 Bank targets for a growth of 20%. The bank aims to double its book in the next 

3-4 years.  

 DCBB will continue to add headcount to continue to fund the growth, for branch 

addition the bank will look to add 25-30 branches every year.  

 NIM is likely to stabilize going ahead. The bank guides for a NIM of 3.65-3.75%.  
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Equitas Small Finance Bank Buy 
Current Price INR 95  

Balance sheet related  

 The bank sees a healthy demand across all products segments. All lead 

indicators were healthy and give comfort to grow at a healthy pace in future.  

 AUM growth stood healthy at 37% YoY/ 5.5% QoQ, with growth across all 

business segments. Management anticipates demand to remain strong and 

expects to have another good quarter amid the festive season.  

 In SBL business growth, the non-Tamil-Nadu disbursements were up 42% YoY 

for the quarter. The business has grown in the states of Karnataka, Telangana 

and Maharashtra.  

 In the MFI segment, the industry grew 19.5% while EQUITASB’s growth stood at 

42% YoY.  

 In the CV segment, the bank’s focus remains on LCV and small CV. In the used 

car segment, focus remains on personal used car. The bank sees a strong 

demand across all segments especially in CV amid better freight rates. MFI too 

has better demand and hence better disbursements. Management guides to 

keep the MFI book below 20% of the total book.  

 The bank has seen a strong traction in retail TDs, while CASA also remains the 

focus for the banks, and EQUITASB is undertaking various measures to improve 

its CASA. Deposits have a retail focus, and 444-deposits have taken off very well 

and helped the bank garner more deposits. During 2Q, it had opened 0.11m FDs.  

 CRAR stood healthy at 21.3% (profits was not considered for the CRAR), Tier 1 

stood at 20.7%, and Tier 2 stood at 0.7%. The bank looks at a two-year time 

frame to take the PCR to 70%. Management believes the CRAR to be maintained 

above 18%. Based on the appetite and cost, EQUITASB will look at the Tier-2 

option. Raising equity capital is not what it is looking for in the near term.  

 The bank is expected to go live in the credit cards business in 2QFY25. It is 

working on the AD1-related product lines too. Last year, the bank had launched 

affordable housing, which will see the benefits play out in near future.  

 Bank’s C/D stood at 94.5% in 2Q, and management expects this to keep going 

down over a period of time.  
P&L related  

 NII grew 26% YoY, other income grew 25% YoY, Opex rose 20% YoY, while the 

C/I ratio declined to 65%. PPoP grew 36% YoY, and PPoP/Assets were stable at 

3.38%. PAT grew 74% YoY.  

 Treasury performance remained quite stable for the bank in Q2.  

 Bank’s RoA stood at 2% and RoE stood at 14.6%.  

 On cost of deposits, the bank believes that interest cost rise will be lower than 

the increase in 2QFY24. Management anticipates 25bp rise in 2HFY24.  

 Opex growth was higher in 1Q due to increments for employees, while with the 

steady rise in income, the bank expects a decline in C/I ratio for the remaining 

quarters of FY24.  

 EQUITASB sold INR1.6b of the sale of NPA advances to the ARC, and INR230m of 

provisions reversal on account of the sale to ARC.  

 LCR stood at 182% and has been more a function of the types of deposits. The 

bank remains comfortable in terms of liquidity.  
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Yields, Margins and CoF related  

 ICRR did not have much impact on the NIMs. The bank had to keep INR1.8b 

worth of incremental deposits with the RBI.  

 The bank’s 85% book is at fixed rate and if the interest rate stays stable at the 

current rate, then the bank should see improvement in the NIMs going forward.  

 Disbursement yields have improved, with yields at 18.3% in Q2FY24. SBL – 

16.96% vs. 16.3% in Mar’23, CV yields were flat at 16.9%. The bank’s 

disbursement yields are going up and the full effect of this will be seen further.  
With respect to asset quality  

 EQUITASB is not seeing any stress in the portfolio and expects asset quality 

performance to be consistent. Bank expects the credit cycle to be good in FY24 

and bank doesn’t see the any issues in the portfolio quality.  

 GNPA reduced to 2.3%, NNPA reduced to 1.0%, PCR remained stable at 58%. 

GNPA would have remained at 2.5-2.6%, if the sale of ARC would not have 

happened.  

 Collection efficiency for the bank remained stable in 2Q. 31-90 DPD book stood 

largely flat at 3.26% in Q2.  

 Slippages were marginally higher and most of the slippages came in from CV due 

to monsoon as the collection remained weak, bank expects H2 to have lower 

slippages will have lower slippages from this book.  

 In the MFI segment, the delinquencies have gone up but we don’t see any 

concern in this segment. EQUITASB has seen higher delinquencies in MSE 

finance and will only see for a growth if the delinquencies in the portfolio are 

reduced.  

 SBL segment has gone down due to the ARC sale. Recoveries and upgrades were 

higher in Q2 due to the ARC sale. Of the INR1.6b sale of assets to ARC, the bank 

has been able to recover INR1.2b.  
Guidance  

 It guides for a healthy growth in advances in the range of 25-30% for FY24.  

 EQUITASB expects interest cost to increase to 7.5%. The bank expects NIMs to 

moderate and the management retains its earlier guidance of 8.5% NIM in FY24.  

 EQUITASB expects interest cost to move up gradually to 7.5% in 2H. The bank 

has increased interest rate in the last few months, which will have benefits 

going forward. The bank expects disbursements to stay strong in 2H that will 

result into better fee income. It expects NIMs to moderate in 2H vs. 1H level.  
 EQUITASB looks at an RoA of 2.25% to be maintained and the bank has been 

able to maintain the RoA at this level in the past too.   

 

Federal Bank Buy 
Current Price INR 147  

Balance sheet related  

 The bank has seen a sequential growth and the bank is confident of sustaining 

its growth momentum.  

 NII for the quarter grew 7% sequentially; credit grew about 5%.  

 The bank expects the full-year (FY24) NIM to be 3.25%.  

 It has guided for ROA of 1.4% by FY25.  

 The company aims to achieve a C/I ratio of ~50% by FY25 likely to be sticky due 

to ROA expansion.  

 The bank expects 18-20bp increase in the cost of deposit going forward.  
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 3-4bps of ICRR offset by capital increase in current quarter.  

 Growth in advances is expected to be ~18-20% in FY24.  

 LCR ratio stood at 121% in 2QFY24. Cost-to-asset ratio is expected to sustain.  

 Loan mix by benchmark - Fixed rate book is 26%, EBLR is 51%.  

 Yield on advances stood at 9.35% in 2QFY24.  

 Opex grew due to volume-related expenses and marketing spends of ~50cr. The 

company’s focus will continue to be on branding initiatives and expanding its 

branch network.  

 NRE term deposit up 10.14% and the bank has a significant market share in it.  

 NRO and FCNR accounts are not significant players at the moment, but the 

company is actively working on expanding their presence. However, FCNR has 

experienced a decline in market share.  

 Term deposit grew 33% YoY and NR savings seen declined; remittance steadily 

increasing.  

 NR business shifting towards consumption, indicating a significant structural 

change in the market dynamics.  

 The bank anticipates similar growth in both credit and NII, and growth in 

variable expenses also to remain similar.  

 The bank has achieved a significant market share growth of ~8.45% in NRE 

deposits.  

 The bank is fully funded on pensions and have no lag on the same.  

 The bank expects Fee income run rate to sustain in FY24.  

 People are transitioning to term deposits from SA deposits due to rate 

difference.  
P&L and asset quality related  

 The bank has given credit cost guidance of 40bp for FY24.  

 SMA book is at the lowest this quarter and no one-off events have been 

observed in this quarter.  

 The bank is focusing on A-rated category of customers.  

 High margin lending products of the bank: Credit cards, Personal loans, MSME, 

CV/CE and Micro Finance.  
 Digital transactions have seen a 51% YoY growth.  

  
 

HDFC Bank Buy 
Current Price INR 1,518  

Opening remarks  
 In the merger quarter, business momentum has continued to gain pace with 

record logins; disbursements set a new record of INR480b during the quarter.  

 Economic activity was strong in 2Q with healthy GST collections and continuous 

growth in remittances, retail and consumer spends.  

 CRB distribution has reached at 0.18m villages as on 2QFY24 and the target is to 

reach 0.20m villages in the near term.  

 The bank has done one-offs to absorb the debt-funded cost for additional 

liquidity.  

 There was one account, which needs to be restructured, but the bank expects 

the impact of the same on overall gross NPAs would not be significant.  

 Construction finance is an important part of mortgage business and the bank 

expects it to grow steadily going forward, which should boost margins.  
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 Express car loan volumes contribute to 40% of total car loans acquired during 

the quarter.  

P&L and balance sheet   
 HDFCB added 85 branches during the quarter, taking the tally to 7,945 branches 

as on 2QFY24.  

 C/I moderated 239bp to 40.4% in 2QFY24.  

 ~83-85% of deposits were retail. Change in mix toward more on retail will lead 

to better margins going forward.  

 NIMs are impacted by 25bp due to excess liquidity and impact of incremental 

CRR.  

 RoE/RoA stood at 16.2%/2% in 2QFY24 and are expected to improve going 

forward.  

 Funding would not be an issue for the bank due to high liquidity build-up in 

HDFC Ltd.  

 The bank aims for ROA of 1.9%-2.1% by end of FY24.  

 1.7m cards were issued by the bank in 2QFY24, taking the tally to 18.8m total 

cards. The bank has 4.9m payment acceptance points.  

 65% of other income was fee income. Foreign exchange & derivatives stood at 

INR12.2b. Net trading gain stood at INR10.4b in 2QFY24.  

 Retail current deposits form 72% of total deposits for the merged entity as on 

2QFY24.  

 LCR ratio stood at 121% after absorbing ICRR in 2QFY24.  

 Mortgages loan of HDFC Ltd has been moved to Repo-based loans.  

 The non-individual loan book of erstwhile HDFC has been reckoned under 

wholesale loans.  

 CRB book continued to see healthy momentum at 29.5% YoY, while the 

Corporate and other wholesale book grew 33.8% YoY in 2QFY24.  

Asset quality  
 GNPA/NNPA ratios increased by 17bp/5bp QoQ to 1.34%/0.35% as on 2QFY24.  

 Recoveries stood at INR45bn and formed 22bp of gross advances, whereas 

write-offs stood at INR32.5bn and formed 17bp as on 2QFY24.  

 The bank reported a 32bp slippage ratio, amounting to INR78b for 2QFY24.  

 HDFCB has reported a credit cost of 49bp in 2QFY24 vs. 87bp in 2QFY23. The 

decline in credit costs can keep up with the higher investment in subsidiaries 

and technology.  

 Contingent and floating provisions amount to INR156b as on 2QFY24.  

 Certain non-individual accounts of erstwhile HDFC, which have been 

restructured and are current, have been classified as NPAs as per extant 

regulations. These NPAs account for 0.2% in the total GNPA ratio and 1.0% in 

the wholesale GNPA ratio as of 2QFY24.  

Subs performance  
HDB Financials  
 HDB loan book stood at INR779b, up by 23% YoY and 6% sequentially.  

 13.6m customers were added during the quarter and total branch count stood 

at 1,602 branches as on 2QFY24.  

 PCR on stage 3 book stood at 68%.  

 HDB reported ROA of 3.2% and ROE of 19.7% as on 2QFY24.  

 HDB is well capitalized with CAR of 19.4%.  

https://ftp.motilaloswal.com/emailer/Research/HDFCB-20231016-MOSL-RU-PG014.pdf
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HDFC Securities  
 HDFC Securities serviced 4.7m customers.  

 It reported a revenue of INR6b and a PAT of INR2.1b in 2QFY24.  

 HSL has 203 branches across 145 cities in the country.  

 

ICICI Bank Buy 
Current Price INR 926  

Operating environment, balance sheet and P&L  
 Profit before tax, excluding treasury, grew 35.7% YoY to INR137.3b in 2Q.  

 Core operating profit increased by 21.7% YoY to INR143.14b.  

 Term deposits rose 31.8% YoY and 9.2% QoQ as of Sep’30. Average current 

account deposits increased by 14.0% YoY and 2.6% QoQ.  

 LCR stood at 122%.  

 Domestic loans grew 19.3% YoY and 4.8% QoQ, Retail loans increased by 21.4% 

YoY and 5.5% QoQ, and Retail portfolio stood at 46% of total loans. The bank’s 

overseas loan book declined 4.4% YoY.  

 Its Common Equity Tier 1 ratio stood at 16.77% (incl profits).  

 Of the total domestic loan book, 31% is linked to fixed interest rate, 48% to repo 

rate, 3% to other external benchmarks and 18% to MCLR and other older 

benchmarks.  

 Provisions stood at INR5.83b/0.21% of average advances. PCR stood at 82.6% 

and bank holds an additional contingent provision of INR113b.  

 The builder portfolio makes up 3.9% of total portfolio; about 3.5% of the builder 

portfolio was either internally rated BB and below, or classified as non-

performing.  

 The bank added 353 branches in 1HFY24. The bank will look at an opportunity in 

the micro market and plans to assess markets in each geographical area. The 

branch expansion is more aligned with growth aspirations. 

 On mortgages, the market has been competitive. PL rates have come off sharply 

given favorable credit experience. The bank will look at the comfort in this 

portfolio. 

 The secured portfolio is doing pretty well for the bank. The bank has pretty 

broad-based growth and does not depend on unsecured loans for growth. The 

bank will continue to monitor the unsecured portfolio. 

Margins 
 In FY23 the banks saw the increase in NIMs due to increase in rates, as the 

deposits are repricing. The bank expects to see increase in cost of deposits and 

would see a moderation in NIMs, but see NIMs at the same level as of FY23. 

 NIMs declined due to a higher cost of deposits as TD rates increased amid 

repricing. 

 The bank expects margins to moderate further from the Q2 level and should be 

at a similar level as FY23. 

 NIMs saw 1-2bp impact due to ICRR impact; the larger impact was due to 

deposit repricing. 

 International NIMs are increasing, as the bank is doing short-term trade finance 

portfolio. The bank looks at an appropriate spread in this segment. 

 
 

Click below for  
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http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/ICICI_Bank_Q2FY24.pdf
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Unsecured Portfolio 
 The bank does not see any alarm in delinquencies. It has a minimal presence in 

small-ticket loans. If the bank sees higher delinquencies in small-ticket loans, it 

may also impact other portfolios. The bank will continue to monitor the 

portfolio. 

 The bank’s market share has not improved significantly in the unsecured 

portfolio; growth has been under control. 

Asset quality 
 Gross/net NPA ratios stood at 2.5%/0.43% vs. 3.19% of GNPA in 2QFY23. 

 The provision coverage stood at 82.6% as of Sep’23 vs. 82.4% in 1QFY24 and 

80.6% in 2QFY23. 

 ICICIBC holds INR131b of contingency provisions, same as 1QFY24. 

 Gross additions stood at INR46.9b, including INR43.6 from retail, rural and 

business banking. Corporate and SME additions stood at INR3.23b. 

 There was a sale of NPAs of INR1.79b in 2QFY24 vs. INR0.94 in 2QFY23. 

 Non-fund based outstanding to borrowers classified as NPAs amounted to 

INR38.86b in 2QFY24 vs. 37.04b in 1QFY24. 

Subsidiaries 
 ICICI Pru Life reported VNB of INR10.2b in 1HFY24 vs. INR10.92b in 1HFY23. VNB 

margin stood at 28.8% in 1HFY24. 

 ICICI Lombard’s gross direct premium income (GDPI) grew 18.2% YoY to 

INR124.72b in 1HFY24. 

 ICICI Securities retail equity market share increased from 10.6% in 2QFY23 to 

12.81% in 2QFY24. 

 ICICI AMC’s AAUM grew by 22.1% YoY to INR5.8t in 2QFY24. 

 
  

IDFC First Bank Neutral 
Current Price INR 85  

Balance sheet and P&L  
 CASA ratio is stable for the bank at 46.4%; 77% of the book is now retail 

deposits.  

 High-cost borrowing stands at INR150b, and another INR30b is coming for the 

repayment. Deposit growth will make up for this run-down in high-cost 

borrowing.  

 Asset-side book is well diversified, with mortgage book forming 28% of the 

overall book, VF at 10%, CV at 3%, Rural at 11%, and Consumer loan at 13%.  

 The balance sheet expanded 24% YoY, with lending and deposit mobilization 

staying strong.  

 Retail deposits are growing at a faster rate. TD too grew faster at 11% QoQ as 

customers looked to lock in deposits at a higher rate.  

 Legacy borrowing has come down by INR10b and INR26b is scheduled to run off.  

 Funded assets grew 26% YoY to INR1.8t. Infra book was 1.8% of the overall 

asset. Retail book grew 29% YoY, Rural book grew 51% YoY, SME grew 22% YoY, 

and Infra book declined 44% YoY.  

 The bank raised INR30b from QIP. CET1 would be higher by 150bp in Sep’23. LCR 

at 122% and should be maintained at this level going ahead.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/IDFC_First_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/IDFCFB-20231029-MOSL-RU-PG012.pdf
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 C/I is higher as the bank is in the expansion phase. The drag is mainly coming 

from the liability side of the book. The exit quarter of FY25 will see C/I in line 

with the previous guidance.  

 By FY25 the credit card business is expected to break-even, and by FY26, the 

profit will show up.  

 The bank is in process of a merger and things are moving smoothly. It does not 

see any hiccups in the timeline.  

 Large part of repricing has been done in deposits; 10-15bp may be left. INR25-

26b of legacy borrowing at 8.9% would be coming for repayment in 2H, which 

should give the bank cost benefits.  

 The NBFC book’s performance is going well, with more than 50% of the INR150b 

book rated AAA & above. While lending to NBFCs, the bank looks at their capital 

ratios, ability to raise capital in past, discipline of lending practices, reputation in 

the market, and trends in asset quality.  

 The bank stringently evaluates the portfolio and does 5-6 levels of checks. The 

underwriting team has its own KPIs and the policy approval team also looks at 

this. The bank keeps on micro-identifying the portfolio even after disbursing.  

 Margins should remain stable. In Q2, a 2bp impact came from ICRR. The bank 

should see benefits when there is repricing in investments. It has some loans 

with 1-year MCLR repricing, which should keep margins stable.  

 Deposits per branch stood at INR1.85b, comparable to some large private sector 

banks. The bank has been catching up as the brand has been developed. The 

product of the bank is also clean, as a result the flow of the deposits are good 

for the bank.  

 The size of the credit substitute book is INR50b.  

 TD pricing strategy: The bank offers 4.5% for the 180-day bucket, 5.75% for 181 

days to 1 year, and 6.5% for over 1 year. The rates are very competitive vs .other 

banks. SA rates is 7% for above 5 lac. The bank looks to raise deposits either by  

 SA or TDs. It has dropped rates to 3% for 0-3 lac. The bank is comfortable in its 

strategy to raise deposits.  

 Product per customer is a bit less for the bank, and it takes this as an 

opportunity to sell products. As the bank is relatively an NTB bank rather than 

an ETB bank, it focuses on quality customers.  

Asset quality  
 Bureau info said that less than INR50,000 loans have higher delinquencies. 

IDFCFB’s exposure is minimal at INR5.4b/0.3% of funded assets and 0.37% of the 

retail, rural book. The bank does not lend in small ticket size (does not include 

BNPL book). It has tightened the risk management policies.  

 Entire retail (unsecured or secured) is behaving well. The bank does a cash flow 

analysis of customers. The entire book is built on the concept of cash flow, and 

as a result, the book is doing well.  

 GNPA has come down to 2.11%, with NNPA at 0.68%. GNPA without infra is 

1.65%, with NNPA at 0.46%.  

 GNPA in Retail, Rural and MSME finance stood at 1.53%, and there is no trend to 

worry about.  

 The bank also monitors the collection percentage, which has been at 99.5% for 

12-13 months in a row.  
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 If there is an asset quality issue, collections will be affected first. It will act as a 

leading indicator.  

 SMA is low at 0.77%, indicating a better portfolio.  

 Restructured book continues to decline at 0.38%; 85% of book is secured.  

 The bank’s gross slippage stood at INR13.5b and net slippages at INR8.5b.  

 The bank remains extra careful on the credit card business. For better asset 

quality bank lends to credit card to customer to existing to bank customers.  

 2QFY24 slippages stood at 3%. The bank has five metrics to track asset quality – 

collection percentage, SMA, Gross NPA, Net NPA and credit costs.  

 Provisioning policy starts in 90DPD in a conservative manner. The bank does not 

see any issues in asset quality.   

Indian Bank Buy 
Current Price INR 421  

P&L and balance sheet  
 Business grew 10% YoY, deposits grew 9% and credit by 11%.  

 RAM grew 12% (retail up 14%, agri up 16%, MSME up 5%).  

 Standard corporate grew 14% and mid corporate grew 11%.  

 Deposits increased by 9% YoY, with CASA book growing 7% YoY. INBK added 38 

branches in 1H.  

 CET 1 ratio stood at 12.07% and CAR stood at 15.53%.  

 2Q NIMs came in at 3.52% (down 9bp QoQ), due to INR2.61b in interest reversal 

in KCC account and deposits repricing.  

 AFS book was increased intentionally; the bank has invested this money and 

earned healthy yields. The bank has enough liquidity as LCR stands at 130%.  

 64% of book is linked to MCLR and 31% to repo. The bank has a total book of 

INR465b coming for repricing in 3Q, but the bank aims to maintain margins as 

deposits continue to reprice.  

 On the liability side, a majority of the book is repriced. The average duration of 

liability is 1.6 years. The bank expects MCLR to take care of the rising cost of 

deposits.  

 INBK expects RoA to be healthy and greater than 1% going ahead.  

 The bank has received approval for QIP of INR40b in FY24. It has time until 

Aug’24 to close the QIP.  

 The bank made INR5.7b of standard provisions in 2Q. It does not see any stress 

as of now and the provision is prudent. INBK holds INR50b of total standard 

asset provisions as on date.  

 It does not expect any increase in the savings account rate.  

 The bank has sold the low-yielding portfolio, which will be replaced by higher-

yielding products.  

 The cost of deposits has been increased (with a lag in 2Q) to remain competitive 

in the market. Majority of the deposits have already been repriced and have 

increased prices as of Sep’23. The duration of liabilities is 1.6 years. INBK 

expects the entire repricing to play out by Mar’24. The bank had planned to 

move to MCLR one year ago to offset the increase in costs.  

Asset quality  
 GNPA declined 50bp 4.97%, while NNPA declined 1obp QoQ to 0.6%. PCR 

improved to 94.64%.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Indian_Bank_Q2FY24.pdf
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 Maintained the trend of recoveries more than slippages, and expects the trend 

to continue in FY24.  

 It expected recovery of INR80b at the start of the year. Now the bank expects 

recovery of more than INR80b in FY24 It has already made recovery of INR42.6b 

in 1H. The majority of recovery will come from NCLT, ARC, etc.  

 The bank has NNPA of 0.6% and has been making standard provisions. The bank 

is fully protected and does not expect any significant increase in standard 

provisioning.  

 INBK has restructured pool of INR99.8b, and holds 27% of provisions in the pool.  

 Of the total corporate slippage of INR5.7b, INR3.7b belonged to an Odisha-

based group due to cash-flow mismatch. It has 60% provisions on this account.  

Guidance  
 The bank has guided for deposits growth of 8-10% YoY and retained credit 

growth guidance at 10-12% YoY. Currently credit growth stands at 12% YoY. The 

bank aims to maintain CASA at 41%.  

 Margins are expected to remain at 3.4% (+/-10bp).  

 The bank is open to all types of corporate accounts if only it sees margins. The 

bank is growing in a planned way to maintain its margins.  

 It focuses more on retail growth vs. corporate growth.  

 With NNPA lower at 0.6% and net negative slippages, the credit cost should be 

contained going ahead.  
   

IndusInd Bank Buy 
Current Price INR 1,502  

Balance sheet and P&L related  
 The bank is focusing on loan growth and expects ~18-23% growth going ahead.  

 The retail vs. wholesale mix is 55:45 currently, and the bank expects the retail 

mix to be ~55%-60%.  

 IIB expects retail deposits as per LCR to be ~45%-50% by FY26 vs. 44% in 2Q.  

 The cost of borrowing is expected to be lower and the cost of deposits to be 

higher; therefore, the cost of fund is expected to remain high in 3Q as well.  

 The cost of deposit is expected to show a maximum differential of 10-20bp in 

coming quarters.  

 All retail segments are growing at a healthy pace and will continue to focus on 

scaling the key domains.  

 Deposits in the Affluent and NR segments grew 24% and 41% YoY, respectively.  

 Its market share in the NR segment stood at 3.3% in 2QFY24.  

 Two-thirds of the corporate book is linked to EBLR and one-third to MCLR.  

 LCR stood at 117% in 2QFY24 and the bank expects it to be ~115-120% going 

forward.  

 The bank has excess liquidity of INR370b and believe that its growth ambitions 

will not go down.  

 Non-MFI, i.e., merchant advances, stood at INR49b in 2QFY24.  

 The bank continues to focus on building a granular liability franchise and has 

demonstrated healthy progress in doing the same.  

 The liability book sourced by Bharat Financial increased by 50% in 2Q.  

 Global demand for diamonds remains muted with a 20% QoQ decline.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/IndusInd_Bank_Q2FY24.pdf
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 NIM stood at 4.29% in 2QFY24. With an elongated interest rate cycle, NIMs are 

expected to remain around 4.3%.  

 The C/I ratio stood at 46.9% in 2QFY24 and is expected to moderate to 41-42% 

as efficiency kicks in.  

 Credit card growth is driven by the highest-ever quarterly spending and has a 

4.7% market share in spending, with 71% YoY growth in UPI.  

 The bank will remain watchful of unsecured growth and has co-branded with 

Poonawala, ensuring that risk on the balance sheet is low.  

 It focuses on building digital capabilities, which will drive superior engagement 

and experience.  

 The bank added 7,600 employees in the last six months, which is reflected in 

opex growth.  

 SR outstanding was 0.34% in 2QFY24. Standard contingent provisions of INR15b 

surplus outside PCR.  

 97% of savings accounts are opened digitally and 73% of personal accounts are 

sourced digitally.  

Asset Quality  
 Slippages are expected to be ~INR48b-INR51b going forward.  

 The bank expects improvement in retail slippages in CFD book.  

 IIB has made an additional SR provision of INR1.4b during 2QFY24.  

 The bank expects to build a contingency buffer going forward and expects not to 

utilize any buffer.  

 Credit cost fell to 123bp in 2QFY24 and is expected to be ~110-120bp by FY24.  

MFI business  
 MFI growth is expected to be ~16% going forward.  

 Average loan outstanding per borrower stood at INR414b in 2QFY24 vs. INR409b 

in 1QFY24.  

 Slippages will improve in this segment and the bank expects slippages to be 

~350bp.  

 ~700k new customer were added.  

 MFI stands at 11% of total loan book in 2QFY24.  

Vehicle segment  
 CV, equipment financing and 3W loans all grew ~5% QoQ. Growth was slower in 

tractor.  

 Light CV vehicle is a success for the bank. Slippages are expected to moderate 

going forward.  

 Disbursements stood at INR128b in 2QFY24 vs. INR119b in 1QFY24.  

Corporate  
 Growth in the corporate book is led by small corporates, which will continue to 

grow at a healthy pace.  

 About INR1,680m in slippages in corporate was owing to one account.  

 The mid-corporate book grew 2% QoQ, in line with the bank’s expectation.  

 Yields in this segment remained stable and gross slippages increased.  

Guidance  
 Loan growth is expected to be ~18-23% by FY26 vs. 21% in 2QFY24.  

 Branch network is likely to expand to ~3,250-3,750 by FY26 vs. 2,631 in 2QFY24.  

 The customer base should rise to over 50m by FY26 vs. 37m in 2QFY24.   
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Kotak Mahindra Bank Neutral 
Current Price INR 1,767  

Balance sheet and P&L  
 The RBI has approved the appointment of Mr. Ashok Vaswani as the next MD & 

CEO of the bank.  

 NIMs contracted 35bp (higher than expected) to 5.22% in 2QFY24 vs. 5.57% in 

1QFY24.  

 About 14-15bp of decline in NIMs was due to ICRR impact and liquidity buffer 

that the bank is carrying and will reduce going forward. The cost of deposits was 

also up 20bp, with the yield on advances remaining stable.  

 Other income included trading gains of INR1.5b due to MTM reversals during 

the quarter. The dividend from subsidiaries amounted to INR3.7b for the 

standalone bank.  

 The bank has received approval from the RBI for the acquisition of MFI Sonata 

Finance.  

 About 75% of book is in AFS and HFT and has a modified duration of 1.2 years.  

 Unsecured book accounts for 11% of total advances as on 2QFY24.  

 The total customer base stood at 45.8m as of 2QFY24 vs. 36.6m in 2QFY23.  

 The cost of fixed-rate SA stood at 3.60% in 2QFY24 vs. 3.63% in 2QFY23.  

 SA continues to be a challenge for the bank; however, if government-related SA 

is removed, then it is an industry-wide problem.  

 Most of the book has already been repriced, with an average liability cycle of 

~10-11 months.  

 Advances grew 18.5% YoY; however, credit substitute book witnessed a 

reduction of 7% QoQ in 2QFY24.  

 LCR stood at 120% for the bank and 127% for the group level in 2QFY24.  

 About 58-59% of the book is repo-linked and the balance is linked to MCLR.  

 The CASA ratio stood at 48.3% in 2QFY24 vs. 49% in 1QFY24 and the bank 

expects it to move up once the growth rate stabilizes.  

 Over 75% of CA-OD transaction volumes and over 98% of savings account 

transaction volumes were in digital mode.  

 The wholesale book performed well, especially MNC and NBFC segments, which 

outperformed others during the quarter.  

 The pickup in deposits was driven by the newly launched ActivMoney product 

(up 28% QoQ). In the long term, the flow of deposits will increase due to this 

product. 

 Opex grew 19% YoY, primarily due to higher commercial and marketing 

expenses in 2QFY24. 

 Consolidated PAT grew 24% YoY to INR45b in 2QFY24 vs. INR36b in 2QFY23. 

 The standalone balance sheet crossed INR5.3t as on 2QFY24. 

 Unsecured retail advances as a % of net advances stood at 11% as on 2QFY24 vs. 

8.7% in 2QFY23, and the portfolio continues to hold well. 

 Credit card advances grew 59% YoY to INR126b as on 2QFY24. KMB participated 

in the Big Billion Sale on Flipkart and Myntra and is also live with its Rupay credit 

card on UPI to increase its active card base. 

 QR acquisition for the bank is gaining pace. The bank also provides a platform 

for customers to accept digital rupee as well. 

Click below for  
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 On the conglomerate side, the bank’s book is shifting from bonds to advances. 

Also, the movement from SA to ActivMoney can be seen in the bank. 

 CV disbursements grew 30% YoY with steady collection efficiency. 

 Construction Equipment book grew 23% YoY, with stable collection efficiency; 

the bank expects to sustain healthy growth momentum in 2H as well. 

 MFI book disbursements grew 65% YoY, with a customer base of 1.7m unique 

borrowers. 

 Growth in Agriculture SME was muted; however, collections remained strong in 

terms of asset quality. 

Asset Quality 

 GNPA/NNPA ratios improved by 5bp/3bp to 1.72%/0.37% in 2QFY24. 

 PCR improved 109bp QoQ to 79.1% in 2QFY24. 

 The bank reported slippages amounting to INR13.1b as on 2QFY24, while 

upgrades stood at INR3b. 

 SMA 2 book stood at INR1.6b as on 2QFY24. 

 KMB reported a credit cost of 47bp in 2QFY24 and expects this to remain low 

going forward. 

 The bank holds outstanding Covid-related provisions of INR3.21b. 

 It has maintained restructuring provisions higher than the regulatory 

requirement of INR1.4b in 2QFY24. 

Subsidiaries 

 Kotak Securities reported PAT of INR3.2b in 2QFY24, with its market share 

increasing to 8.8% in 2QFY24 from 5.0% in 2QFY23. 

 Kotak Securities: 88% of customer service requests served digitally with no 

human intervention in 2QFY24. 

 Self-trading customers accounted for 63% of cash market volume and 98% of 

derivatives market volume for Kotak Securities. 

 Kotak Prime reported PAT of INR2.1b in 2QFY24, with the vehicle book growing 

by 31% YoY. 

 Kotak AMC reported PAT of INR1.2b in 2QFY24, with a 24% YoY increase in 

Equity-AUM. 

 BSS Microfinance crossed the INR1b mark for the first time.   
 

Punjab National Bank Neutral 
Current Price INR 78  

Operating environment and business  
 The global business of the bank increased 11.2% YoY; savings account grew 

4.32% YoY during the quarter.  

 The one-time restructuring book stood at OTR1- INR30b and OTR2 - INR71b and 

~12.5% provision has already been made of the entire book.  

 Due to the deposit re-pricing, NIMs will be impacted as the whole of deposit has 

not been re-priced yet and 15% of total term deposit is yet to be re-priced.  

 Total priority sector advances were at 41.6% of ANBC, against the norm of 40%  

 Within the new acquisitions, the bank has sanctioned ~INR6.68t and has 

disbursed ~INR5.7t. Out of INR4.6t, NPA stood at 0.22% of total advances.  

 PNB has recovered ~INR5.6b from NCLT and expects to recover ~INR25b going 

forward.  

 The bank expects to achieve ~1% RoA by exit of FY25.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Management expects full-year profit to double in FY24 from that of FY23.  

 Deferred tax asset stood at 250b in the current quarter.  

 The overseas book growth was at 9.9% YoY and the bank expects it to reduce 

going forward.  

 On-book term deposit stood at ~6.0% in 2QFY24 and cost of term deposit was at 

~6.75-7.10%.  

 NII grew 20% YoY to INR99b in 2QFY24 and the bank expects to maintain NII at 

the same level. In terms of absolute number it may go down also.  

 The AS-15 provision amounted to INR5.8b in 2QFY24 as against the expectation 

of ~INR4b-5b. INR6.94b belongs to wage revision in 2QFY24.  

 Advances mix: 9.8% was fixed, MCLR was 36.7%, Repo linked was 27%, and TBLR 

was at 8.1%.  

 CASA ratio for PNB rose 25bp QoQ to 42.2% in 2QFY24 vs. 41.9% in 1QFY24.  

 The bank expects 10%-12% operating profit in FY24.  

 RAM portfolio formed 55.6% of total loans in 2QFY24 as against the target of 

55% provided in 1QFY24.  

 Modified duration for AFS and HFT book stood at 3.49 years vs. 3.3 in 1QFY24.  

Asset quality  
 GNPA/NNPA ratio stood at 6.96%/1.47% as against 2QFY24 guidance of below 

7.0%/2.0%.  

 PCR (incl TWO) stood at 91.9% as against 2QFY24 guidance of 90%.  

 The bank expects the recovery to be double than that of slippages and provides 

guidance recovery of INR220b for FY24.  

 The bank feels comfortable of its SMA book. SMA2 was at INR14.5b in 2QFY24  

 Slippages stood at INR18b in 2QFY24, out of which Agri slippages were at 

INR4.2b, MSME at INR6.83b, Retail at INR4.2b and Others at INR2.2b  

 Interest income write-back on slippages would be ~2.5% of outstanding.  

 GNPA as a % of retail advances stood at 2.51% and for corporate stood at 2.95%.  

Guidance for FY24  
 GNPA/NNPA ratio is likely to be below 6%/<1% by end of FY24.  

 Management has given a credit growth guidance of ~12-13% and deposit 

growth guidance of ~10-11% for FY24.  

 CASA ratio for the bank stood at 42.2% in 2QFY24 and bank expects it to be ~43-

44% by end of FY24. 

 Full year NIMs expected to be ~2.9-3.0% by end of FY24 and NII growth of ~10% 

YoY for FY24. 

 Credit cost stood at 1.67% in 2QFY24 and the bank guides it to be ~1.5%-1.75% 

for FY24.  
 

RBL Bank Neutral 
Current Price INR 236  

With respect to business performance and assets 

 Net Advances have grew 21% YoY in 2QFY24, out of which, retail advances grew 

higher at 35% YoY to INR441b as on 2QFY24. 

 RBL has historically been netting off charges paid to BCs from Interest Income. 

The bank has now reclassified charges paid to BCs from the Interest Income line 

to Operating Expenses. As a result, the NII for the bank is higher by INR1.73b, 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/RBL_Bank_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/PNB-20231026-MOSL-RU-PG010.pdf
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while opex is also higher by the same amount. NIMs have thus increased ~60bp 

in 2QFY24. 

 Wholesale advances grew 7% YoY as the bank is increasing its focus on growing 

the retail book. Within wholesale, the commercial segment has registered 

strong growth this quarter. 

 Significant portfolio of the bank consists of credit card and MFI and accounts for 

35% of total advances. 

 The credit card segment was previously considered fully provided for if the 

overdue period is extended to 180 days or above. However, the bank has 

recently revised its policy, now considering accounts fully provided for if the 

overdue period reaches 120 days or more. This change has resulted in an impact 

of INR0.48b. 

 Retail asset book registered a strong growth of 35% YoY and the bank expects 

~5-6% sequential growth to be maintained in the future. 

 Retail book disbursals in 2QFY24: INR43b of retail book other than cards, 

INR19.9b MFI loans, INR3b loans in the rural vehicle segment, INR8b in the 

housing loans. 

 Retail deposits stood at 44.2% of the total deposits as on 2QFY24. Normalized 

LCR is ~120-125%. 

 The bank has initiated lease generation in the MFI sector and expects similar 

lease generation in housing and small business loans in the near future. 

 Branch contribution to total deposits is ~55-60% in 2QFY24. Additionally, the 

bank has expanded its services to include disbursals in the used car segment. 

 CASA ratio moderated QoQ at 35.7% in 2QFY24 and the bank is continuously 

focusing on growing granular deposits. 

 C/I has decreased ~300bp QoQ to 66.5% in 2QFY24 compared to 69.3% in 

1QFY24 after the reclassification. The bank anticipates a further moderation of 

~1% in the coming quarter. 

 During 2QFY24, the bank saw a tax reversal of INR2.23b, resulting in a direct PAT 

benefit of the same amount (pre-tax benefit of INR2.98b). The bank has used 

this toward – 

 Contingency provision of 1% on its Credit Card and Microfinance advances 

amounting to INR2.52b. The bank expects to continue maintaining the same. 

 Tightened the provisioning policy on overdue loans in credit cards, thereby 

resulting in additional provisioning of INR0.48b. 

Asset quality related 

 Gross NPA/NNPA ratio improved sequentially by 10bp/22bp to 3.12%/0.78%. 

 PCR improved 600bp QoQ to 75.6%. 

 Bank reported slippages of INR5.4b in 2QFY24 vs. INR5.6b in 1QFY24 and 

recoveries and upgrades of INR1.7b. Recoveries of INR0.44b were realized from 

previously written off accounts. 

 Slippages in the MFI book amounted to INR 0.6b, along with recoveries 

amounting to INR 0.16b as on 1QFY24. 

 While the Credit Card book reported slippages amounting to INR3.5b with 

recoveries of INR0.43b. 

 Other retail reported slippages amounting to INR3.3b in 2QFY24. 

 Restructured book stands at 0.89% as on 2QFY24 from 1.05% in 1QFY24. 

https://ftp.motilaloswal.com/emailer/Research/RBK-20231022-MOSL-RU-PG012.pdf
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Guidance for FY24-26 

 The bank expects the Advances to grow at 20-22% with higher growth in retail 

advances at 33%-35% for FY24 and 20%+ CAGR over FY24-FY26. 

 FY24 to exit with an ROA of 1.2% and 1.4%-1.5% by FY26. 

 ROE is expected to improve to 14%-15% by FY26 from 8.4% as on 2QFY24. 

 Deposits to grow ~18-20% for FY24 and at a CAGR of +20% over FY24-FY26. 

 NIMs to improve in the upcoming quarters with an average for FY24 anticipated 

to be ~5%. 

 Credit cost is expected to be 1.5%-2.0% in FY24, excluding the contingency 

buffer. This contingency buffer will not be utilized and the bank plans to 

maintain it for future needs. 

 The bank expects the share of new business to be 30% of the total loan book by 

FY26. 

 Retail mix is expected to be ~60-65% by FY26, which is currently at 58% in 

2QFY24. 
  

State Bank of India Buy 
Current Price INR 561  

Balance Sheet and P&L  
 Real GDP growth is expected at 6.5%. Expects industry credit growth at 16-17% 

YoY in future.  

 Credit growth stood at 13% YoY in 2Q. Deposits grew 12% YoY, driven by growth 

in CA and TD deposits.  

 Capital adequacy stood at 14.28%, with CET-1 ratio at 9.94%. RWA to total 

assets stood at 49.3%.  

 C/I ratio was high at 61% due to the allocation of wages in 2Q.  

 In unsecured credit, the bank believes that X-press credit is a safe product with 

82.6% of customers are Govt. employees. Book stands at INR3.2t and GNPA is 

lower 0.69%, indicating resilience.  

 Subsidiaries continued to perform well, with most subsidiaries being leaders in 

their respective businesses. The bank will continue to focus on the performance 

of its subsidiaries.  

 In terms of proposals, the bank has a proposal pipeline of INR3.4t and INR1.4t 

pending for disbursements, totaling INR4.8tn. As a result, the bank expects the 

growth to be at 14% and expects to surprise the market on the higher side.  

 Investments have increased to INR17t on the overall balance sheet. The C/D 

ratio stands at 64%. SBIN is mindful of underwriting the risk as per risk appetite 

and remains conscious about the loan book. SBIN is careful about the price, and 

if risk-reward is not favorable, then the bank will not park the money. The 

investments are made in G-sec and T-bill.  

 There is a reversal on standard asset provisions, as the book has been previously 

provided and the risk now has gradually receded.  

 SBIN has not increased TD rates for a long time now, and the pending repricing 

is expected to happen in the next quarter. The bank expects to improve its LDR, 

which, along with some room on MCLR repricing, can provide some room for 

margins.  

Click below for  
Results Update 
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 The bank has started to focus on the CA side of the CASA book, with 8% YoY 

growth (much better than competitors).  

 The bank will raise Tier-1 capital and expects 15.32% of CAR and 11%+ of CET-1 

form the clawback of profits.  

 The RBI is worried about small loans (below INR50k) and RWAs may go up for 

these loans, but there is no specific timeline for the increase in RWAs.  

 The quality of loans under YONO app is good, and the bank is also offering pre-

approved PL and business loans through the app. It also plans to offer top-ups 

on home loans via YONO.  

 On the overall book mix – 38% is linked to MCLR, 27% to EBLR, 31% is Fixed, 14% 

is T-bill linked.  

Loan growth  
 SBIN expects loan growth at 12-14% YoY, with an upside bias.  

 The bank has been increasing its SME book in a conscious manner. The bank 

expects to sustain growth as it has improved the infrastructure. Yield on SME 

loans are slightly lower than that of X-press credit, but better than that of other 

products.  

 Many corporate loans still have undisbursed sanctions, which will ease 

gradually. The proposal pipeline of INR3.4tn will be sanctioned and availed. The 

bank expects lower double-digit growth in the corporate book. 

 SME loans grew 57% YoY, with most of them related to working capital as 

companies are using more working capital. The bank has around 2,000 RMs and 

900 branches only for SME loans. It has a mandate of INR4t for the SME book. 

 In SME, the size of loans is below INR5m. The restructured part of the SME book 

has come down to 4.41% from 6% in 3QFY23. The bank is trying to build the 

book on vendor finance and SME financing. It further expects the restructured 

book to be at 3-3.5%. 

 SBIN does not want to be aggressive in the international book. The bank will 

look for conservative growth in the international markets. 

 Mortgage segment is quite competitive, but the bank expects to sustain decent 

growth. 

Margins 
 NII increased by 12.3% YoY. Domestic NIM stood at 3.43% and declined by 12bp 

due to an increase in the cost of deposits. SBIN expects NIM to be stable at this 

level in FY24. Domestic margins may contract 3-5bp in margins due to a rise in 

the deposit cost. 

 In the loan book, SBIN has already given necessary concession. The MCLR impact 

has already been captured in the margin compression. 

Asset quality 
 GNPA/NNPA ratios moderated to 2.55% (lowest in 10 years)/0.64% in 2QFY24. 

PCR declined by 247bp to 79.45%. PCR for corporate book rose to 99.55%. 

 Slippage ratio improved 16bp YoY to 0.7%. Credit costs stood at 0.22% in 2Q. 

 In SBI Cards, unsecured loans are mostly in the salaried segment. About 50% of 

SBI Cards book comes from SBIN and the rest from the market. The collection 

mechanism is also different for both the entities as yields are different for both 

the products. 
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Wage revisions 
 Wage provisions increased to 14% from 10% earlier, and hence it has provided 

for back-dated book as of Nov’22 (INR34b in 2Q). 

 Per percentage increase in wage-related provisions will lead to an increase of 

INR1b per month and INR3b per quarter impact. The impact of the overall 

increase (i.e. 4%) could be INR4b/per month or INR12b/quarter. 

 Wage negotiations are still in process and would be around 14%. 

SBI Cards & Payment Services  Buy 
Current Price INR 735  

Related to business performance  
 The Indian economy is resilient, with GDP growth at 7.8%. The RBI estimates 

GDP growth at 6.5%, as per the latest RBI survey; the consumer confidence 

survey is at a four-year high. The Indian government expects the digital 

economy to contribute 20% of GDP by FY26.  

 Outstanding cards-in-force stood at 179m (up 21% YoY/ 3% QoQ). Spending 

grew 27% YoY/ 7% QoQ to INR791.6b, and Receivables increased 19% YoY / 4% 

QoQ to INR450.8b. SBICARD added 1.14m of new accounts in 2QFY24. It added 

0.53m cards during the quarter.  

 SBICARD’s CIF market share was at 19.2%.  

 Average spending per card increased to INR0.18m (retail at INR0.14m). 

Receivables per card stood at INR25,220 in 2QFY24.  

 Among spending, Retail spending grew 5% QoQ to INR614.5b while Corporate 

spending rose 14% QoQ to INR177.2b.  

 POS spending across all the key categories increased notably, indicating that 

consumers are favoring offline spending. Online spending formed 57% of overall 

spending.  

 About 9% of the Rupay cardholders have opted for UPI spends. Average UPI 

spending per account per month stood at INR11,000. Rupay cards in portfolio 

stood at 10%; SBICARD is one of the larger players in Rupay cards.  

 CAR increased 39bp QoQ to 23.3%; SBICARD’s LCR stood at 85%.  

 SBICARD has extended the end-to-end digital onboarding to the Yono app of SBI. 

This would enable the SBI customers to apply for SBI cards digitally.  

 Management continues to see healthy revenue and profit growth. Total revenue 

from operations grew 4% QoQ during the quarter.  

 The CoF was stable at 7.1%, benefitting from the increased long-term 

borrowings in the previous two quarters. However, management expects the 

CoF to inch up in the next 1-2 quarters as the rate environment has hardened 

further.  

 Yields decreased 14bp QoQ to 16.8%. As a result, NIM contracted 12bp QoQ to 

11.3% in 2QFY24.  

 On the yields side, there is no change in rate of interest in products in 2Q. 

However, the mix change can impact the overall yields.  

 Gross credit costs stood at 6.7% in 2Q. Credit costs were lower due to the action 

taken on portfolio and collections. Credit costs have reduced for SBICARD vs. the 

industry, showing less stress.  

 Management expects spending to be healthy in 3Q amid the festive season.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/SBI_Cards_Q2FY24.pdf
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 Revolve rates have been stable at 24% in the past 3-4 quarters, while credit 

costs are moving up and down and not in similar trend with revolver rate.  

 When cashback cost goes up, the opex is also expected to rise. This time all the 

costs are likely to be incurred in 3Q as most of the spending and cashback will 

be there due to the festive season.  

 Net interest-earning assets now form 62% of receivables.  

 Term loan book – The product encash is given to the customer after studying 

the customer for nine months. The EMI product is also given according to the 

pre-defined limit.  

 On the pricing front of the EMI product, SBICARD is keeping the industry in mind 

and it has to keep cost of funds in mind too.  

 Most of the subvention book is repriced; flexi pay is of 11-12 months’ tenor and 

some part is yet to be repriced. On flexi pay, SBICARD used to charge higher 

rates; encash rates are broadly similar; and subvention has gone up by 100-

200bp. Flexi rates had come down earlier and now the rates are 200bp higher 

than the lower levels seen in Jul-Aug’22.  

 Self-employed sourcing has increased and the delinquencies too are coming 

down at the same time. The trend has continued from 1Q in both sourcing and 

delinquencies.  

Related to asset quality  
 GNPA ratios inched up marginally by 2bp to 2.43%, while NNPA was stable at 

0.89%. PCR was broadly stable at 64.1% during the quarter.  

 Credit bureau suggests some increase in delinquencies in credit cards and PL.  

 The bank has controlled 2019 cohort and the portfolio-level actions have done 

well. It had expected better downward trajectory in 2Q. Management indicated 

that the company is experiencing slight stress and that some of the customers 

are finding it difficult to repay. The mix of 2019 cohort declined to 14% from 

19% of NEA.  

 The stress is building in retail consumer loan portfolio. SBICARD expects the 

stress levels to be elevated in 3Q. This is not due to any specific cohort, and 

reflects ongoing systemic trends. New onboarding has been good, but it expects 

certain customers to remain under stress.  

 There is a generic stress in the overall portfolio, which is acting as a headwind in 

the overall environment.  

 It has witnessed some stress in Tier 3 and 4 cities, after which it had taken a call 

on exiting some of the tier 2 and 3 cities.  

 The company has not noticed any cohort stress and changed the collection 

strategy based on early warning signals.  

 SBICARD aspires to have a credit cost of ~6% and currently its credit cost stands 
at 6.7%. There is no run away scenario leading to huge credit cost escalation.  

 
 

Union Bank of India  Buy 
Current Price INR 110 

Business Performance, Balance Sheet, and P&L related  
 The bank has successfully raised capital of INR50b in 2QFY24.  

 The company continues to focus on building digital capabilities with an 

aspiration to garner ~50% of the RAM book completely digitally.  

 Credit cost of the bank came down to 81bp in 2QFY24.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 



 
 

November 2023  103 

FINANCIALS/BANKS | Voices 
 

 CRISIL has upgraded the bank’s rating to positive from stable in the current 

quarter.  

 The Average LCR stood at 144.6% in 2QFY24. Due to the bank’s excess liquidity, 

there will be reduced emphasis on acquiring bulk deposits. Instead, the focus 

will be on increasing CASA deposits.  

 Due to liability repricing, going forward, the bank expects little pressure on 

margins, but will be able to maintain ~3% in FY24.  

 The yield on advances stood at 8.6% in 2QFY24, primarily attributed to the 

increased mix of the RAM portfolio, which accounted for 57% of the total, with 

the remaining balance constituting the credit portfolio.  

 Deposits grew 10% YoY as against the guidance of ~8-10% in 2QFY24.  

 CD ratio increased to 70.6% in 2QFY24 as the bank has moved from investment 

to credit which has also led to yield on advances being more than yield on 

investment.  

 50% of domestic advances is MCLR backed. INR580b has been repriced in the 

current quarter.  

 In 1HFY24, INR1.1t has been repriced under MCLR and the bank expects 

~INR1.2t will be repriced under MCLR in 2HFY24.  

 Income tax refund stood at INR2.65b in 2QFY24. The bank is moving to new tax 

regime, which will have an impact of ~10% in the post-tax profit next year.  

 Provisions for tax is ~30% and the bank expects provisions for tax to be ~35% in 

the current year and ~25% in the next quarter.  

 The bank has a total portfolio of INR720b of written-off accounts, out of which 

INR15b has been recovered now and INR40b is expected to be recovered by the 

end of FY24.  

 Treasury income of the bank stood at INR6.8b in 2QFY24, but the bank expects 

to minimize the MTM going forward.  

 A digital spend budget of INR 15 billion has been allocated for the current year, 

as approved by the board.  

 The bank has provided for salary revision at the rate of 15%.  

 The bank has seen a 50% YoY growth in education loans and 56.5% YoY growth 

in gold loans in 2QFY24.  

 The bank has provided medium-term ROA guidance of 1% by FY25.  

 70% of the personal loan book is to salaried employees and the bank expects 

unsecured personal loan to increase as and when credit card business starts to 

grow.  

 The bank has done two partnerships in the area of life insurance and general 

insurance. Additionally, it has appointed relationship managers for high net-

worth individuals, aiming to enhance customer loyalty and strengthen long-term 

relationships.  

 The bank has seen a growth of 65% in digitally opened LAD accounts and 58% 

growth in digital FD creation.  

 91% of MSME accounts is getting renewed digitally, which is saving on opex and 

manpower for the bank.  

Asset quality related  
 GNPA/NNPA ratio improved 96bp/28bp to 6.4%/1.3% in 2QFY24.  

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/UNBK_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/UNBK-20231029-MOSL-RU-PG012.pdf
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 The bank expects to create additional provision in standard asset category going 

forward depending on the availability of profit.  

 Recoveries in FY24 are expected to remain around the same levels as in 2QFY24.  

 Delinquency ratio for the bank stood at 1.39% in 2QFY24.  

Guidance for FY24  
 The bank has provided GNPA/NNPA guidance of below 6%/1% for FY24.  

 The bank has guided for ~10-12% advances growth and ~8-10% deposits growth 

in FY24.  

 The bank has given guidance of retail and wholesale mix of 55:45 for FY24.  

 Margins stood at 3.14% in 2QFY24 and the bank expects it to be ~3% by the end 

of FY24.  

 Full-year slippage for FY24 is expected to be ~INR120b and recoveries to be 

~160b.  
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 Within the NBFC/HFC sector, managements pointed to: 1) higher delinquencies and/or stress in small-ticket 
personal loans with typical ticket sizes of <INR50K; 2) higher propensity for NIM to bottom out for the vehicle 
financiers now and start exhibiting a stable to an improving trajectory. For diversified lenders such as BAF, 
NIM will further exhibit a compression in 2HFY24; 3) temporary slowdown in lower-ticket mortgages and 
urban affordable segment particularly in ticket sizes between INR1.5m-3.0m, 4) irregular and erratic 
monsoons in certain parts of the country (that had resulted in a decline in collection efficiencies in certain 
pockets of Punjab, Haryana, Gujarat and Rajasthan), leading to higher slippages for MFI players like Fusion. 

 

KEY HIGHLIGHTS FROM CONFERENCE CALL  
   Outlook for FY24   Asset quality and others 

  Management expects strong momentum in 360ONE Plus 
(erstwhile IIFL One) over the next three to four quarters. 
360ONE is currently undergoing a firm-wide strategic 
initiative to drive the conversion of mandates to regular 
retentions. It is expected to be completed over the next 
six to nine months.  

 Areas of focus for incremental growth: 1. Digital-first HNI 
platform (INR50-250m), 2. Geographical expansions and 3. 
Global business. 

 The company recorded net flows of ~INR100b in 
NDPMS in the last few quarters. The realization of yields 
happens with a lag of about two to three quarters. 
360ONE expects ~65-70% of new flows to move into the 
fee mandate and earn around 35bp. However, if 
incremental net flows remain strong, then realizations 
can drop further. 

  Angel One is now integrating its Super App Platform with 
its lending partners. It will start offering consumer credit 
products by offering unsecured consumer loans. It has set 
high aspirational targets for growing its retail credit 
business. 

 Angel One has incorporated Angel One Wealth 
Management as WOS where it will be targeting wealth 
management customers with a ticket size of INR5m-
INR10m. 

 
 Angel One is focused on scaling up the assisted 

business and building an ecosystem to offer a full 
product suite. This shall be achieved by deepening 
channel partner network and geographical reach. 

 

 Guided for additional 25-30bp NIM compression in 
2HFY24. Replacement of legacy borrowings at 
higher interest rates will happen predominantly in 
3Q and a relatively smaller portion in 4Q. Operating 
leverage will play a bigger role in mitigating the NIM 
compression. 

 New car financing is ahead of schedule and is now present 
in 85 locations. The microfinance pilot was launched in 
Sep'23 with presence in 12 locations (across UP and 
Karnataka), and 100 locations are on track to go live by 
Mar'24. 

 Guidance to add 13-14m new customers to the 
franchise in FY24. 

 Rural B2C exhibited minor stress, and the 
management has cut incremental business 
volumes in this segment to mitigate risk. It expects 
Rural B2C to remain muted until Feb’24 and 
recover subsequently. 

  EBIT margins are higher in MF businesses vs. non-MF 
businesses. On the other hand, CAMSPay's EBIT margin is 
higher than that of the entire non-MF business but lower 
than that of the MF business (due to some pricing 
pressure in the recent past), while AIF and KRA's business 
margins are ~40%.  

 Yields – The maximum re-negotiation impact has been 
accounted for in 1QFY24 and some incremental impact 
was seen in 2QFY24. Yields are expected to remain steady 
post- 2QFY24. Outside of the telescopic structure, yields 
are holding up well. 

 Non-asset-based revenue includes transaction-based 
revenue (flat QoQ), misc. charges and NFO (both saw a 
moderate increase QoQ). Going forward, the non-
asset-based revenue would more or less remain static. 

  BSE has 70m UCCs uploaded into the equity derivatives 
segment, of which 1m have traded so far and 0.3m are 
trading regularly. A significant increase can be expected in 
the next few years.  

 Bankex expiry was shifted to Monday from mid-Oct’23 
and since then significant interest has been generated. In 
the last expiry, 13.5m trades were placed with INR10t 
notional turnover. 205 members have participated in the 

 Clearing settlement income has seen a sharp increase 
owing to the higher funds of members lying with the 
clearing corporation. A large portion of this was 
because of margin money as the rules changed for 
upstreaming of funds. 

 

360 ONE 

Angel One 

CAMS 

BSE 

Bajaj Fin. 
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same. The Sensex trajectory took 8-12 weeks to reach this 
scale, while for Bankex, it happened in four weeks. 

  Management guided for business asset growth of 
20%+ in FY24. With interest 
rates remaining elevated, it will monitor retail 
volumes in Diwali and might 
revise its AUM growth guidance in 4QFY24. 

 NIM (as % of assets) stood at ~6.6% in 1HFY24, and 
it would increase to ~6.8% by Mar'24. Further, 
MMFS plans to increase this to 7.0% in FY25. Larger 
benefits on NIM will come in 4QFY24. 

 MMFS earlier expected that borrowing costs would 
come down, but now it does not believe that CoB 
will come down. Hence, it plans to increase lending 
rates selectively for certain products and 
geographies. 

 Management said that it will take nine months 
before the PCR cover starts improving, since LGD 
has been hit due to the Covid-19 period being the 
base. However, PD continues to improve. 

 MMFS expects credit costs to decline to ~1.5-
1.7% in FY24 (vs. 2.3% in 1HFY24). As provisions 
get reversed in 2HFY24, PCR on Stage 3 will again 
decline below ~60%. 

 

 MUTH continued to guide for gold loan growth of 15-
20% in FY24. 

 MUTH will increase to 8.6% unless the banks also revise 
their MCLR rates. 

 Management guided for spreads of ~9-10% and long-term 

ROAs of ~4%. 

 Customers who take gold loans are typically 
customers who have financial difficulties. It is usual for 

them to take time to repay their gold loans beyond the 
contracted tenor of 12 months. 

 Because of new NPA formations, reversal of interest 

income in 2QFY24 stood at ~INR1b (and similar 
levels in 1QFY24 as well). 

 
 
 

360 One WAM Buy 
Current Price INR 551  

Business  

 The market share estimation, which includes both the UHNI and HNI segments, 

stands at ~4-5%. With the introduction of new client segments to cater to the 

less-than-INR250m market and an expanded geographical footprint in India and 

abroad, 360ONE see a huge opportunity to double its market share over the 

next five years.  

 AUM under discretionary PMS under 360ONE plus declined sequentially owing 

to a couple of large redemptions. The management expects strong momentum 

in 360ONE Plus (erstwhile IIFL One) over the next three to four quarters. A firm 

wide strategic initiative is currently underway to drive conversion of mandates 

to regular retentions, and 360ONE expects this to happen over the next 6 to 9 

months. This could drive a recovery in retentions for the product.  

 In NDPMS, flows of ~INR100b have come over the last few quarters. The 

realization of yields happens with a lag of about two to three quarters. 360ONE 

expects ~65-70% of the new flows to move into the fee mandate and earn 

around 35bp. However, if incremental net flows continue to be strong, then 

realizations could decline further.  

 For the mass affluent segment, asset gathering would be driven by focusing on 

specific segments and a certain circle of influence (360ONE already has a large 

base of such clients).  

 On the asset management side, while overall net flows have been muted, 

360ONE have ~INR35b of planned redemptions in the quarter. Excluding the 

same, strong flows were seen across listed equities and new PE funds.  
  

Click below for  
Detailed Concall Transcript & 

Results Update 
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Areas of focus for incremental growth  

 Digital-first HNI platform (INR50-250m): The company expects to launch this 

platform fully in Apr’24. It has launched it internally in a closed user group and 

the core team has started to come in place to ensure ready to Go-to-Market.  

 Geographical expansions: 360ONE believes that India's economic growth 

potential will extend the addressable market for the wealth management 

industry beyond traditional Tier I cities and expand to Tier 2 and Tier 3 cities. 

The number of addressable cities is expected to increase from 20 to 50 in the 

next five years.  

 Global business: The global Indian and NRI segments, especially in markets like 

Singapore, Dubai, and London, are expected to expand both in relation to 

wealth and asset management products and will be a strong lever for growth.  
RM  

 360ONE has expanded its team to over 235 partners, comprising 150 client 

relationship partners, 44 investment partners and 41 operating partners.  

 The overall attrition rate remains low at less than 4% annualized for FY24.  

 Over the past six months, 360ONE has successfully augmented a team by 

onboarding senior professionals for growth verticals.  

 New senior hires (headed by Sathish Krishnamurthy) will primarily steer new 

business initiatives, while the seasoned team members will continue to drive the 

growth of existing business lines. 

Cost 

 Expenses were ~3-4% higher because 1) 360ONE has 35-40 individuals working 

to prepare for launch of mid-market segment in Apr’24; 2) On the global side, it 

has created a team of around seven individuals; 3) On the geographical 

expansion, 360ONE has recruited at least 10-15 extremely senior recruitments 

from different banks, who joined on the wealth management side. 

 On the core business itself, 360ONE has not seen any increase in costs. 

Guidance: 

 Incremental global business and geographical expansions over the next three to 

four years should drive ~20% to 30% growth in AUM. 

 PAT guidance of INR8b can be achieved, but there would be some increase in 

costs (~INR 300-400m). 

 360ONE has decided not to continue with the long-short business. There was 

one-time outflow of INR16-17b. Most of the private equity outflows in the last 

few quarters are likely to come back by 4Q. 

 It has guided for net flows of INR350-400b in FY24. 360ONE expects stable 

expenses related to technology and distribution spending. 
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Aavas Financiers Neutral 
Current Price INR 1,526  

Business Updates  

 Disbursements stood at INR12.6b and grew 18% YoY.  

 The company is currently undergoing an accelerated digital transformation, and 

the technological upgrades (including LMS and ERP) are expected to be 

completed by the end of the financial year.  

 CoB rose ~20bp QoQ to 7.9% and yields declined ~10bp QoQ to 13.15% as on 

Sep'23. Spreads moderated to ~5.3% (PQ: 5.6%).  

 Total branches stood at 350 with 4 new branches added in 1HFY24.  
Yields, CoB and Spreads  

 The decline in yields is driven by a) lower interest rate offered to retain existing 

customers and b) lower interest rate offered on new loan originations because 

of the competitive landscape.  

 The company’s focus is on retaining good customers and there might be some 

pricing pressure on new loan originations. The company aims to maintain 

spreads >5%  
Disbursements and AUM growth  

 There was a lagged impact of sanctions not getting converted into 

disbursements. The conversion rate of sanctions into disbursements had 

declined from ~90% to 80%.  

 Due to competitive pricing, the company opted not to pursue certain 

opportunities where the pricing was not favorable. However, after the 

completion of management transition and tech transformation, the company 

plans to accelerate disbursements.  

 Maintained guidance of 20-25% AUM growth.  
Asset Quality  

 Mortgage backed loans have an average tenor of 7 to 10 years. NPAs have gone 

up in other mortgage loans because of the seasoning of the loan book. NPAs in 

Other Mortgage loans will remain between 1.0% and 1.25% and Home Loans 

NPA will remain below <1%.  

 1+dpd declined to 3.5% (PY: 4.45%).  

 GS3 stood at 1.04% (includes 0.12% of up to 90dpd assets) and NS3 stood at 

0.76% as of Sep'23.  

 Total write-offs in 1HFY24 stood at INR20m.  
Liabilities  

 Aavas received ~INR10b in sanctions from NHB and these funds are available for 

the next 2-3 quarters. Aavas did not utilize any drawdown from NHB in 2QFY24.  

 The company raised liabilities through PTC, which constitute 100% ALM-

matched borrowings, and these funds are available at 30-40bp cheaper rate 

than bank borrowings. Aavas plans to continue raising liabilities through PTC in 

the coming quarters. The incremental cost of borrowings is expected to be 8.0-

8.1% over the next two quarters.  

Employee Attrition  

 Attrition is high at the relationship officer (RO) level. Newer employees take 

time to settle down and become productive. The company is aware of this 

challenge and is implementing developmental and career progression initiatives 

for the front-line employees to address the issue.  

 The total number of employees in Sales stood at 3,200.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Productivity metrics like Loan per employee or Loans per branch is lower 

relative to peers.  

Others  

 Assignment spreads were relatively lower because of lower spreads on 

assignment transactions.  

 Non-HL average ticket size has not changed as much. Property prices have risen 

in state capitals and the increase in ATS of Home Loans is driven by inflation and 

higher property prices.  

 Login to Sanction ratio of 30%;  

 0.3-0.4% of the opening AUM comes up for repricing and it charges a repricing 

premium from the customer which offsets the loss of interest income in the first 

year  

 Branches breakeven in 3-6 months in smaller markets and 6-9 months in bigger 

markets.  

 Will be adding 20-25 new branches in 2HFY24.  

 Employee count stood at 5,731 as of Sep’23.  

 BT-OUT stood at 0.5%  
 Aavas expects a credit rating upgrade after 12-18 months.  

 

Aditya Birla Capital Buy 
Current Price INR 171  

Business Update  

 Overall lending portfolio across NBFC and HFC grew 41% YoY to INR1.1t.  

 Consolidated revenue grew 22% YoY to INR88.3b in 2QFY24.  

 2QFY24 consolidated PAT grew ~44% YoY/9% QoQ to INR7.05b.  

 Udyog Plus (B2B platform) has been integrated with various Government and 

Private e-commerce through OCEN to provide financing to merchants.  

 As of Sep’23, the company operates 1,403 branches across all its businesses.  

 Leveraging the extended ABCL ecosystem to accelerate growth trajectory across 

various business.  

NBFC  

 Infused equity capital amounting to ~INR7.5b in the NBFC business.  

 AUM grew 44% YoY and 9% QoQ to INR935b.  

 ~87% of the portfolio has a CIBIL score of 700+  

 RoE improved ~40bp QoQ to 18%.  

 Udyog Plus: 164K MSMEs registered on the platform; added 43 branches in 

2QFY24.  

 Write-offs stood at INR3.7b (PQ: INR4.2b) - primarily in small-ticket unsecured 

loans.  

 In NBFC, the CoF went up ~14bp. Guided that with the change in the product 

mix, the NIM will recover and improve. It is at the fag-end of the increase in the 

CoF.  

 Will continue to improve the RoA to 3% over the next couple of years with the 

change in the product mix and improvement in NIM.  

 Growth of ~INR10b in the construction finance portfolio - majority of the 

exposure is to Cat A developers in Mumbai/ Pune/ BLR/ Hyd. This is fairly well-

diversified across projects/developers.  

 Mid-Market/Corporate portfolio: Looking at a calibrated growth in this business.  

 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/ABCAP_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/ABCAP-20231104-MOSL-RU-PG012.pdf


 

November 2023  110 

FINANCIALS/NBFC/INSURANCE | Voices 
 

NBFC - Discussion on Personal Loans  

 Personal and Consumer Loans have an average ticket size of ~INR33K. Ticket 

Size <INR50K and Tenor less than 30 days is <1% of the overall loan mix.  

 Started tracking the leverage of its customers - 12% of its customers currently 

have the leverage that is 1.5x higher than what it was 9 months ago.  

 40% of the new personal loans are originated from the existing consumer loans 

– The company has adjusted its underwriting process, but there have been no 

early warning indicators detected.  

 Customers who originated from the digital channel undergo the same 

underwriting process as those coming from any other channel.  

 Delinquency trends in a similar customer segment is identical across sourcing 

channels.  

HFC  

 Disbursements grew 52% YoY to INR18.8b. Loan book grew 23% YoY and 6% 

QoQ to INR154b.  

 Stage 2 + Stage 3 declined ~38bp QoQ  

 PAT stood at INR750m and RoA/RoE of 2%/14.5%  

 Contribution of NHB borrowings has increased to 21% (PY: 16%)  

 Growing in both prime and affordable segments - 185 branches and a pan-India 

presence  

 Contribution of ABCL ecosystem is ~7% to the HFC disbursements  

AMC  

 Monthly systematic investment plan (SIP) inflows grew 4% YoY to INR9.7b in 

Sept'23  

 Passive AUM grew 68% YoY to INR284b  

 Mutual fund quarterly QAAUM increased 10% YoY and 5% QoQ to INR3.10t with 

equity mix at ~42%  

Life Insurance  

 Witnessed a decline in its largest bank partner because of its strategic shift to 

contribute higher to its own group insurance company.  

 Net VNB Margin of 14.2% in 1H and guided for >23% VNB margin in FY24  
Health Insurance  

 GWP grew 23% YoY in 1HFY24  

 Market share in SAHI has improved to 10.7% (as on Sep'23) from 10.4% (as on 

Mar'23)  
Others  

 The company raised ~INR30b of equity capital in Jun'23, which is expected to be 

sufficient to meet its growth capital needs for the next two years i.e., up until 

Mar'25.  

 

Angel One Buy 
Current Price INR 2,939  

Business & Financials  

 Angel One recorded the highest ever clients added in a quarter at 2.1m, up 

59.8% QoQ. Client base stood at nearly 17.1m, up 13.3% QoQ.  

 ADTO grew to INR 29.6t in 2QFY24 vs INR 22.7t in 1QFY24, up 30.3% QoQ.  

 Angel One’s consolidated total gross revenue increased to INR 10,493m in 

2QFY24 vs INR 8,111m in 1QFY24, up 29.4% QoQ.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Angel One’s consolidated EBDAT came in at INR 4,185m in 2QFY24 vs INR 

3,056m in 1QFY24, up 36.9% QoQ. EBDAT Margin (as % of Net Income) stood at 

51.3% in 2QFY24.  

 Consolidated PAT grew to INR 3,045m in 2QFY24 vs INR 2,208m in 1QFY24, up 

37.9% QoQ.  

 The product journey has improved and that has started contributing to the 

growth of derivative market share.  

 Angel One on boarded Mr. Nishant Jain as the Chief Business Officer overseeing 

the assisted channels. Mr. Ravish Sinha has also joined Angel One as the Chief 

Product and Technology Officer (CPTO). The collaborative strengths of the duo 

will enhance the company’s efforts toward achieving its goal.  

 The existing ESOP cost for FY24 stands at INR 800m, while the new ESOP plan 

that has been launched and the one that is expected to be launched is 

estimated to be ~INR 550-600m for FY24.  

 Customer acquisition cost has not moved significantly for Angel One.  

 The interest rate charged on MTF book is 18% per annum. FDs account for ~65% 

of the total interest income, whereas the remaining ~35% comes from MTF 

book.  

 The rise in other expenses for the quarter can be attributed to an increase in 

branding and on-boarding costs for acquiring new customers.  

 Angel One is progressing actively for the final approval from SEBI for its AMC 

business. SEBI is set to conduct on-site inspection, and Angel One anticipates 

receiving final approval by the end of FY24 or early FY25. The AMC business will 

primarily concentrate on passive products.  
Super App  

 The Super App has witnessed huge traction since its launch. The Super App and 

some of its incredible feature enhancements have already struck a chord with 

the clients. This helps Angel One to expand client’s product portfolio, thereby 

enabling access to a variety of new financial products.  

 BSE Derivative products have been activated for clients (started last week, but 

yet to roll out fully). “Sensibull” feature made free for all Angel One clients, thus 

making it more accessible.  

 “TradeBuddy” feature in Super App helps new investors to embark on their 

investment journey along with vernacular educational videos to keep them 

updated.  

 Unique SIPs registered grew to 0.7m in 2QFY24. Angel One is now among the 

top two players in terms of incremental SIPs in 2QFY24.  
Wealth management & retail credit business  

 Angel One is gearing up to launch personal loan distribution soon, with credit 

cards slated to follow. The focus will solely be only on distribution, without 

taking any risks on its own balance sheet.  

 Angel One is now integrating its Super App Platform with its lending partners. It 

will use AI/ML model to support lenders to identify right quality customers.  

 Angel One has started offering consumer credit products by offering unsecured 

consumer loans.  

 Angel One has set high aspirational targets for growing its retail credit business.  

 Angel One has incorporated Angel One Wealth Management as a WOS, where it 

will be targeting wealth management customers with a ticket size of INR 5m-INR 

10m.  

https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://ftp.motilaloswal.com/emailer/Research/ANGELONE-20231013-MOSL-RU-PG010.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=2QFY24 RESULTS: 1. Avenue Supermarts; 2. HDFC Life Insurance; 3. Angel One&ListId=116
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Assisted Business  

 Angel One is focused on scaling up the assisted business and building an 

ecosystem to offer full product suite. This shall be achieved by deepening 

channel partner network and geographical reach.  

 Angel One with its huge client network will focus only on distribution, without 

taking any risk on its balance sheet.  

 Angel One will be leveraging NXT (an in-house developed technology platform), 

to enhance partner engagement and user personalization for high impact.  

 With scale, Angel One is in a better position to negotiate with affiliated partners. 

The target market segment is not limited to retail customers, but also includes 

HNIs and Ultra HNIs.  

 The aspiration in the assisted business segment is to reach the same scale as 

Angel One is today.   

 
 

BSE Neutral 
Current Price INR 2,149  

 The derivative segment is executing 270m contracts with a notional turnover 

INR177t now, 1.4b orders and 60m trades, which are higher than the cash 

segment. More than 350 members representing more than 1m UCCs are 

participating in the derivatives segment.  

 Bankex expiry was shifted to Monday from mid-Oct’23 and since then significant 

interest has been generated. In the last expiry, 13.5m trades were placed with 

INR10t notional turnover. 205 members participated in it. The Sensex trajectory 

took 8-12 weeks to reach this scale, while for Bankex, it happened in four 

weeks.  

 The increase in pricing of Sensex options has happened earlier than expected, 

with an aim of covering the settlement and clearing costs and scaling up Bankex 

volumes.  

 The exchange has increased its capacity to process orders to 8b per day from 

1.1b six months back, while the number of trades has increased to 180m from 

25m. It will focus on expanding this capacity further.  

 Based on the rising derivative volumes and increasing demand for colocation 

from members, BSE is working to increase the capacity at its colocation facility.  

 Clearing settlement income has seen a sharp increase owing to higher funds of 

members lying with the clearing corporation. Large portion of this was due to 

margin money as the rules changed for upstreaming of funds. Earlier the broker 

would transfer the net margin money, while under new rules, the entire fund 

needs to be transferred.  

 In 2QFY24, settlement and clearing costs were significantly higher than revenue 

in the derivatives segment. In Sep’23, INR170m was the cost and a large portion 

of it went to NSE’s clearing corporation.  

 The increasing share of closer to at the money and longer dated options will 

help reduce the unit cost of clearing and settlement.  

 BSE is making efforts to increase participation of its clearing corporation in 

clearing and settlement.  

 Bankex pricing will be changed at an appropriate time. Volumes have to be 

sustainable for revising the pricing.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 At some point if the market is prepared to take higher charges, it will increase 

prices. Also, if there is a change in process wherein the burden to collect 

clearing and settlement charges is shifted from exchange to the clearing 

corporation, the paradigm would change materially. Pricing decisions would 

always be made considering profitability and interest of various stakeholders.  

 BSE has 70m UCCs uploaded into the equity derivatives segment, of which 1m 

have traded so far and 0.3m are trading regularly. A significant increase can be 

expected in the next few years. It aims to grow 10x and reach about the NSE 

level in due course.  

 Many of the large algo traders are already participating and BSE expects more 

participation.  

 It plans to launch new products and will check with members as to expiry day.  

 Market share in MF stands at 89% in exchange volumes.  

 Focusing on Star MF and improve functionality in the platform. 

   
 

Bajaj Finance Buy 
Current Price INR 7,104  

Business update  

 AUM grew INR202b and rose 33% YoY.  

 Opex-to-NII ratio stood at 34% (broadly stable QoQ).  

 NII grew 26% to INR88.5b. NIM compression in 2Q was 14bp (vs. 1Q).  

 B2B disbursements grew 31% YoY to INR186b.  

 Annualized RoA/RoE at 5.2%/24.1%. Capital adequacy remained strong at 

~23.2% (Tier 1: 21.9%).  
Guidance  

 Guidance to add 13-14m new customers to the franchise in FY24  

 Guided for additional 25-30bp NIM compression in 2HFY24. Replacement of 

legacy borrowings at higher interest rates will happen predominantly in 3Q and 

a relatively smaller portion in 4Q. Operating leverage will play a bigger role in 

mitigating the NIM compression.  
NIM  

 NIM compression in 2Q over 1Q was 14bp.  

Asset Quality  

 ~INR1b of management overlay was released in 2QFY24. Risk metrics across all 

the businesses were stable except rural B2C business. The company has taken 

risk actions in rural B2C business resulting in muted AUM growth in 1HFY24.  
Product Per Customer (PPC)  

 Product Per Customer improved to ~6 (vs. ~5 as on FY21). This included Lending, 

Distribution of products and services, Deposits and Payments.  

Newer Business Lines  

 New car financing is ahead of plan and is now present in 85 locations. The 

microfinance pilot was launched in Sep'23 with presence in 12 locations (across 

UP and Karnataka), and 100 locations are on track to go live by Mar'24.  
Rural B2C  

 For this exercise, it has taken into consideration customers with no delinquency 

and upto 179dpd. Customers who were more than 180dpd were not considered 

for this exercise because of different write-off policies across lending 

institutions.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Principally, those who have more number of <INR50K personal loans - they are 

not necessarily more leveraged but rather more imprudent.  

 BAF is looking at the bureau data closely and taking decisions to ensure that it 

continues to protect the credit/portfolio risk in the company.  

 Rural B2C also includes gold loans. Management expects the asset quality to 

improve in rural B2C by Feb'24 based on corrective actions taken by BAF.  

Personal Loans  

 BAF has a ~7.2% market share in personal loans (v/s ~7.5% as on FY20) because 

of tightening of credit policies in personal loans.  

 Based on bureau data, AUM and disbursements in Personal Loans have 

moderated but the number of loans disbursed has not declined.  
BHFL  

 Within the LRD portfolio, BHFL does not do retail malls and typically does only 

retail commercial. All properties are Grade A commercial except one non-Grade 

A commercial corporate in the LRD portfolio. Total vacancy in the LRD portfolio 

is ~2% (v/s ~15-16% at the industry level).  

 Regulatory, it is required to maintain ~60% of its assets in individual housing 

loans (excluding top-ups) and CRE-RH as of Mar'24. It stood at ~59% as of 

Sep'23.  

 The listing is at least eight quarters away, and BHFL has requested an extension 

from the RBI.  

 Leverage threshold of 7x in Bajaj Housing; BHFL is already at leverage of 6.5x 

and will require capital infusion within the next 12-18 months.  

Equity Capital Raise  

 BAF will prudently allocate capital and all those business lines that generate 

healthy returns on RoE will be allocated capital  

Mobile App  

 Monthly Active Users (MAU): 21-22m  

 Daily Active Users (DAU): 2.0-2.5m  
Pennant Technologies  

 Strategic investment in Pennant Technologies - Relationship began in 2016.  

 BAF is migrating the full core backend operations to Pennant Technologies. Core 

Lending Platform has to be resilient. BAF moved product by product to the 

Pennant platform.  

 Scale at which BAF operates required a robust platform. At the Group level, it 

made sense to do an investment in Pennant Technologies.  
Strategic Investments:  

 BAF will remain prudent in the way it makes strategic investments.  

 Mobikwik | RBL Bank: Strategic partner with 4.8m RBL cards (over the lifetime) 

and 3.5m active cards | Snapwork | Pennant Technologies.  
Others  

 ~46% of the balance sheet has variable interest rates even as BAF acknowledged 

that competitive intensity will not allow it take further interest rates hikes or 

increase yields.  
 Contribution of Non-Bajaj Auto has been improving; new car financing has gone 

live; tractors will go live in Jan'24; emerging corporates will go live in Dec'23.  
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Can Fin Homes Neutral 
Current Price INR 780  

Outlook on mortgage demand  

 Affordable housing demand is a little slow after the withdrawal of the CLSS 

scheme. Post-CLSS withdrawal, there is some supply constraints in the lower 

ticket sizes. However, demand in the INR2.5m-5.0m and >INR5m ticket sizes 

remains buoyant.  
Guidance  

 Management continues to guide for long-term sustainable spreads of 2.5%, NIM 

of 3.5% and RoA of >2%  

 Guided for 18% loan growth and 20% disbursement growth in FY24.  

 Gearing beyond ~8x will not be prudent, and if the loan growth is >18%, then 

CANF will evaluate a capital raise.  

 Guided for credit costs of ~10bp for write-offs and bad debts. In addition, there 

will be ECL provisions.  

 Opex will be higher in 2H because of the additional staffing and IT 

transformation. CANF guided for cost-to-income ratio of ~18% in FY24 and FY25.  

 CANF is targeting disbursements of ~INR30b in 3QFY24.  
Asset quality and restructured book  

 GNPA has increased from 0.55% to 0.57% in the non-restructured book. In 

addition, ~14% of the restructured book (which exited the moratorium until 

Jun'23) has slipped into the NPA pool. A management overlay of ~INR178m was 

made during the quarter and total management overlay stood at ~INR343m.  

 Part of the management overlay will be retained and will not be written back to 

maintain a higher PCR.  

 A fraud was reported at the Ambala branch – it was a one-off incident. The final 

amount that has been crystallized is INR397m and the management has fully 

provided for it in 2QFY24 itself.  

 Total restructured pool of ~INR6.85b – out of which ~INR4.5b had come out of 

restructuring until Jun'23; INR632m is yet to come out of restructuring and will 

exit moratorium in the months of Oct/Nov'23.  

 Existing provisions in the restructured pool is more than sufficient. Total 

management overlay stood at INR343m (created in 4QFY23 and 2QFY24).  
Yields and Margins  

 NIM as of 2QFY24 stood at 3.62%.  

 Management shared that it was open to compromising on NIM (as long as it 

stayed above 3.5%) to spur disbursement/loan growth. It will use the buffer in 

NIM to push for loan growth; target of ~20% disbursement CAGR over the next 

three years.  

 CANF is open to some spread and NIM compression since it will also be 

operating in the higher ticket sizes.  
Transmission of Interest Rates  

 Interest rate hikes, which were passed on ~INR55b of loan book in 1QFY24. Loan 

portfolio of ~INR125b which was yet to get re-priced as on Jun'23. About INR65b 

of loan portfolio got repriced in 2QFY24 and another ~INR60b of the loan 

portfolio will get re-priced in 3QFY24.  

 CANF lowered the card rate to below 9% for the festive season for new 

customers while for the existing customers it starts at 9.6%  
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Disbursements  

 Disbursements were weak because of the frauds, which were reported in Jul'23. 

The company has tightened processes and done extensive training for all the 

branches.  

 Disbursements should improve in 2HFY24, and it should be able to cover up the 

shortfall in disbursements in 2QFY24.  

 CANF is hopeful that sanctions and disbursements should pick up momentum in 

2H. The company has announced a new festive scheme for the customers at a 

slightly lower interest rate (of <9%) while the existing customers are at interest 

rates of >9.6%.  
APF - Developer Tie-ups  

 CANF has started increasing the ticket sizes by opening up newer sourcing 

channels such as APF and Digital channels  

 Spread the sourcing channels through builder tie-ups, and APF and even digital 

channels – this will be an addition to the DSA channels. APF started in Jul'23 has 

begun contributing to sourcing in the INR2.5-5.0m and >INR5.0m ticket sizes. 

 CANF is expecting 350-400 projects to be approved under APF. 

 Guided for an average ticket size (ATS) of INR3.5-4.0m in the APF segment. 

Working with CAT A and CATB developers in the APF segment where the project 

sizes are smaller (100-150 units) and the company will not be catering into 4BHK 

and luxury housing. 

Liabilities 

 MCLR-lined bank term loans where there has been a small increase but CPs have 

come in at lower interest rates; Repo-rate linked bank term loans have 

remained unchanged. It has not raised anything through the NCD route in 

1HFY24. 

 NHB borrowings have come down since it exhausted its sanctioned limit in 

Dec'22. Newer sanctions will come again in Oct/Nov'23. 

Process changes 

 Centralized disbursements from 3rd Oct onwards and centralized reconciliation 

have also been implemented. 

 Maker/Checker concept has been incorporated at the Head Office – additional 

checks that happen in the HO before the final disbursement. 

Others 

 Opened three branches in 2QFY24 and another nine branches are in the pipeline 

- which will aid growth 

 CANF has embarked on the IT transformation that was long overdue – State of 

the art technology platform will help it with better analytics. Vendor for the IT 

integration is expected to be finalized by mid-Nov. Once the System Integrator 

(SI) is finalized it will start incurring opex on the IT transformation. 

 Additional repayments of ~INR1b in 2Q (relative to 1Q) 

 Lower effective Tax Rate because of the provisions taken on the Ambala branch 

frauds that led to a deferred tax asset of ~INR130m. 

 CANF does not offer fixed rate loans but it might have to start offering because 

of the RBI guidelines. Penal charges cannot be compounded and cannot be in 

the form of percentage but rather should be an absolute value. 
 Slight increase in the INR2.5-5.0m and >INR5m segments will result in higher 

average ticket sizes. Disbursement ticket size in 1HFY24: Home Loans: INR2.2m 
and Non-HL: INR0.8m. 

 



 

November 2023  117 

FINANCIALS/NBFC/INSURANCE | Voices 
 

Cholamandalam Inv. & Finance Buy 
Current Price INR 1,103  

Guidance  

 Borrowing costs appear to have peaked out and should decline by 5-10bp going 

ahead.  

 The company has retained its credit cost guidance in the range of ~1.0-1.1%, 

and expects asset quality improvements in vehicle finance and LAP in 2HFY24.  

 CIFC continues to guide for RoTA of 3.0-3.5%.  

 For the next few quarters, PCR on Stage 3 loans will be around 45-50% based on 

PD/LGD.  

 Other income includes dividend income of INR874 received from subsidiaries. It 

guides for a quarterly run rate of INR400-500m in other income.  

 The unsecured mix will be ~10% of total AUM.  
New businesses  

 FLDG accounting has changed in new businesses. NPLs are increasing in CSEL, 

but they are well within the industry norms. NPLs in new businesses are 

currently lower than NPLs in secured businesses. CIFC is maintaining PCR of 

~70% on GS3 of new businesses.  

 All fintech partners go through the Risk Head & Underwriting Team.  

 In traditional lines, the asset quality is under control with GS3 at 0.82%, but in 

the Partnerships channel, GS3 stands at ~4.7%.  

 Traditional lines contribute ~75% to the CSEL Loan mix (~INR60b) and the 

partnership channel contributes ~25% (INR22b). The partnership channel is 

protected by FLDG, which will be at 5%. However, CFIC will have to hold on to 

partnerships in order to continue the business and yield-sharing mechanism.  

Vehicle Finance  

 Marginal yield of 15.3% in vehicle finance and it will start showing up after 2-3 

quarters.  

 In the floating rate book, Home Loans, LAP and SME, the rate increase has 

already been transmitted. Within VF (mix of used and New), a higher proportion 

of used vehicles will increase the yields, but it will take another two quarters.  

 CIFC saw a ~4% decline in Tractors in Oct'23. Tractors will exhibit more than 3-

4% YoY growth or flat growth YoY in FY24.  

 CIFC is gaining market share, with ticket size growth driving 15% growth in new 

vehicles, but a majority of disbursement growth is coming from used vehicles.  

 Dusshera Festive demand: 2W/Tractors have not done well and will improve in 

Nov’23. Passenger vehicles have done well.  

 CIFC’s market share in CVs and PVs increased by ~20-30bp.  

 The company finances used vehicles that are 5-10 years old.  
Vehicle Finance Asset Quality  

 Absolute GS3 in Vehicle Finance has gone up by INR1b and the company has 

increased ECL provisions by ~INR1b on higher-bucket loans. The RBI is asking 

every NBFC to increase their provisioning coverage.  

 No concentration of Vehicle Finance slippages with respect to geography and 

product.  

 At the company level, 1HFY24 write-offs stood at ~INR4b (Lower by ~INR1b 

relative to 1HFY23).  

 In Vehicle Finance, 1HFY24 write-offs stood at INR890m (vs. INR1010m in 

1HFY23).  

Click below for  
Detailed Concall Transcript & 

Results Update 
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Opex  

 CIFC has moved many employees from the off-roll arrangement to its own 

payroll; all annual increments/promotions are effective from 2Q (July) of the 

fiscal year.  

 Manpower increased to 12k employees in the last 12 months. Reported 

employee count of 50,980 included off-roll employees.  
Business Update  

 2QFY24 disbursements grew 47% YoY, with 38% growth in vehicle finance, 42% 

growth in LAP, ~112% growth in home loans, 32% growth in SME, and 81% 

growth in CSEL. SBPL disbursements stood at ~INR2.5b  

 AUM (business assets + investments) grew ~46% YoY, while business assets 

increased by 42% YoY.  

 A pickup was seen in replacement demand from end-users in the auto segment.  

 CIFCL launched a QIP issue of equity shares (INR20b) and compulsorily 

convertible debentures (INR20b), overall aggregating to INR40b. The allotment 

was completed on 5th Oct’23.  

 Overall Stage 3 declined to 2.96% from 3.06% in 1QFY24.  

 CRAR stood at 16.62% (Tier 1: 14.66%) as on Sep'23. Post capital raise, CRAR 

surpassed 20%.  

Others  

 SME businesses have lower RoTA; SBPL and CSEL businesses have much higher 

RoTA than overall company-level RoTA.  

 In affordable housing, it has started expanding other smaller towns/markets 

where yields are higher, which, along with the increase in the repo rates, 

increased yields.   

 
 

Computer Ages Management Buy 
Current Price INR 2,841  

MF business  

 Among the four new recent AMC wins, Helios MF & Zerodha Fund house went 

live with their maiden NFOs in Oct ’23.  

 CAMS MF AUM stood at INR 32.2t, registering a 20% growth YoY. The overall 

market share is at 68.5%. CAMS Equity AUM stood at INR 15.2t, registering 28% 

growth YoY.  

 CAMS Equity market share grew 120bp YoY to touch 65.5%. CAMS has ~80% 

share in the net sales in 2QFY24. Net flows into equity assets increased 14.2% 

YoY in 1HFY24. Inflows through SIPs increased 26.2% YoY.  
Non-MF Business  

 Beyond MF, the sustained focus on expanding Non-MF businesses led to a 

300bp YoY increase in the share of Non-MF revenue to ~13% of overall revenue.  

 Non-MF revenue grew 47% YoY (30% growth on constant base, excluding 

contribution of Think360.ai). Management expects 20%+ growth in revenues for 

the Non-MF business.  

 The management is confident that CAMS WealthServ, CAMSPay, CAMSRep and 

Think360 will significantly boost revenues in the coming quarters.  

 CAMS Alternatives (CAMS WealthServ) - Assets under service in CAMS 

alternatives grew past the INR 2t milestone. New client acquisition momentum 

continues to be strong with the business winning 15 new to CAMS logos in 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/CAMS_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/CAMS-20231109-MOSL-RU-PG010.pdf
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2QFY24. CAMS had a Beta launch of industry first in-house built analytics 

platform WealthTrak, which will assist to deliver superior fulfilment of the 

industry data needs. AIF platform is now holistic with the integration of globally 

acclaimed Temenos Multifonds as part of fund accounting services. Fintuple has 

partnered with a large bank in its transformation program which will go live 

later this year. This is a synergistic offering, which includes various other 

products from the CAMS group. The growth in the AIF segment is expected to 

bounce back in the next two to three quarters.  

 CAMS KRA - It continues to broaden its offerings in the Capital market adding 

fintech brokerages and wealth advisors as its clients. This has led to a 125% 

growth in revenue YoY. ‘10-Minute KYC’ – Industry First AI embedded KYC 

solution to Onboard Customers Instantly. Added 26 new clients for CAMS KRA 

services in 2QFY24.  

 CAMSPay - UPI autopay offering expands beyond MF with the adoption by 

fintech channels and prominent third party apps. This led to 2x growth in 

volumes over the previous quarter.  

 CAMS Rep - Bima Central platform goes live with insta eIA sign up for 

policyholders. The eIA policy addition grew 40% YoY. 4 Insurer integration across 

Life, General and Health in progress. The platform has been generated 

significant interest from insurers seeking integration.  

 CAMS CRA - industry-first NPS CRA platform on cloud. CAMS NPS makes inroads 

into the POP and corporate segment with 62% of its new subscriptions from the 

retail POP channel.  

 Think360 successfully piloted its first Generative AI client project, with plans to 

expand its Gen AI capabilities to other clients and business sectors. In the last 

quarter, the company added 10+ new clients, including a new financial services 

client in international markets.  

Margins  

 EBIT margins are higher in the MF businesses vs non-MF businesses. On the 

other hand, CAMSPay’s EBIT margin is higher than that of the entire non-MF 

business, but lower than that of the MF business (on account of some pricing 

pressure in the recent past), while AIF and KRA’s business margins are ~40%.  

 CamsPay and Insurance Repository business should scale up to 40% margins if 

the size increases by about 35-40% from its current levels.  

Financials  

 The asset-based revenue grew 9.1% YoY (on the back of strong AUM growth) 

and the non-asset based revenue grew 13.6% YoY. The non-MF revenue grew 

47.1% YoY.  

 Non-asset based revenue includes transaction base revenue (flat QoQ), misc. 

charges, and NFO (both saw a moderate increase QoQ). Going forward, the non-

asset-based revenue would be more or less remain static.  

 The company expects salary expense to increase (~INR76m, which includes 

increments and ESOPs).  
 Yields – The maximum impact of re-negotiation has been accounted for in 

1QFY24, with some incremental impact observed in 2QFY24. Yields are expected 
to remain stable after 2QFY24. Outside of the telescopic structure, yields are 
holding up well.  
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CreditAccess Grameen Buy 
Current Price INR 1,733  

Business operations  

 Despite 2Q being a historically weaker quarter, customer additions were good 

during the quarter. It added 336k new customers, out of which 40% came from 

outside the top 3 states.  

 The customer base grew 21% YoY to 4.6m, while AUM increased by 36% YoY.  

 It forayed into AP and Telangana with a contiguous district-based approach.  

 1HFY24 RoA and RoE stood at 5.7 and 25.5%, respectively.  

 CRAR stood at 25% as on Sep'23.  

 In the medium to long term, it should be able to maintain steady-state RoA of 

5.4%-5.6% and RoE of 24-25%.  
Margin  

 NIM stood at 13.1% in 2QFY24. The minor increase was driven by a) lower 

interest income reversals aided by better asset quality; b) strong control over 

the cost of borrowings; and c) higher share of portfolio growth supported by 

internal accruals.  

 Not much scope for increase in yields; as more borrowings get used up for GLP 

growth, NIM would moderate.  

 NIM will not go up further because a large part of the portfolio has already been 

repriced. CoB will go up by 10-20bp and the portfolio yield will not change too 

much. As it uses more borrowings over the next two quarters, NIM will 

moderate.  
Asset Quality  

 CE (excl.  Arrears) stood at 98.5%.  

 PAR 90 was at 0.6% (maintains best-in-class asset quality).  

 Expects bad debt recoveries of INR40-50m per month.  
Liabilities  

 Looking to expand the liability franchise beyond banks and domestic NCDs; 

Building positive ALM so that it is not vulnerable to any liquidity tightening.  

 Non-conventional public NCD route; diversifying its liability sources  

 Liability Mix: Banks: 53% | Public NCDs: 8% | ECB: ~15% | DA & Securitization: 

7% | Non-bank DFI: 11%  
Insurance distribution income  

 Insurance distribution Income stood at INR300m in 2QFY24 and this should be 

the quarterly steady state. Earlier, there was IRDAI cap of 5% on the 

commissions paid by insurers. Now that the insurers are allowed by IRDAI and 

they are paying higher commission of ~12-13%, the insurance distribution 

income has improved.  
New businesses/initiatives  

 LAP business has been shaping up well. Home loan pilots will start this year.  

 Gold loan pilots are still continuing but not quite sure if it wants to build the 

gold loan business.  

 Disbursements under new initiatives stood at INR1.74b; Retail Finance makes up 

~1.5% of the total portfolio and the company targets to reach INR60-70b in 

secured business (12-15%).  
Capital Raise  

 CREDAG is not looking for any capital raise in the near future since internal 

accruals are sufficient to support 24-25% GLP growth.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/CreditAccess_Q2FY24.pdf
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Borrower Attrition  

 Key reasons behind borrower attrition: a) customers moving up, b) customers 

do not want to renew their loan with CAGL; and c) customers do not want any 

further loans  
Others  

 Hiring was slow in the last quarter since CREDAG was busy with the integration 

of Madura. Now that it is settled, it has started hiring again.  

 Individual loan amount is not more than INR200k per client; it will start giving 

disclosures from next quarter.  

 In TN, Madura branches have become a part of CREADAG and the branch 

productivity is lower in TN; CREADAG will look to improve the branch 

productivity in such branches in TN.  

 It is strengthening its operations now given that the environment is favorable.  

 Employee attrition stood at 28-29% (including loan management and mid 

management), while the field officer attrition is 33-34%.  
 Customer attrition is >25% for the industry, while it is at 13-14% for CREDAG.   
 
 

Fusion Micro Finance Buy 
Current Price INR 593  

Business Update  

 Fusion crossed the milestone of INR100b in AUM with a ~25% YoY growth as on 

Sep’23. Disbursement grew by ~15% YoY to INR23.4b.  

 Credit rating upgrade from CRISIL to A+ (Stable). This was the second rating 

upgrade in less than 11 months.  

 Fusion added 130K new customers in 2Q and took the total customer franchise 

to 3.7m. This was in line with Fusion’s guidance of 10%-12% growth in new 

customer acquisitions.  

 Opex ratio for the MFI business is 5.2% and for MSME is 0.4%.  

 Cost to income stood at ~36.3% for 1HFY24. PPOP was impacted by the de-

recognition of interest due to write-off (INR250m).  
Guidance  

 Guided for AUM growth in mid-20’s and credit costs of <3% in FY24  

 Maintain cost/income ratio at current levels of ~36%.  

 Guided for NIM in the range of ~11.2-11.5% over the next 2 quarters.  

 Write-offs will be at similar levels of ~INR1b in 3QFY24 as well. There will be 

another leg of write-offs in 3Q and credit costs will normalize from 4Q onwards. 

This would be without any reduction in the PCR and might even increase the 

PCR.  
Customer Profile  

 ~31% of Fusion customers are unique to Fusion (PQ: 33-34%). Fusion + 1 lender 

is ~30%, Fusion + 2 lenders is 20%, Fusion + 3 lenders is ~12% and above that is 

5-6%. Andhra and Telangana have high percentage of unique customers.  

 Retail overlap is 24% on the MFI book since it has now entered into some of the 

matured markets as well;  
Geographical nuances  

 40% of the 90+dpd is coming from 3-4 states (where the CE is lower than the 

national average) and these states contribute 10-12% of the portfolio for Fusion. 

Fusion is recalibrating its strategy in some of these states.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 States where Fusion is seeing some stress: Punjab, Haryana, Gujarat and 

Rajasthan. However, RAJ and GUJ is stabilizing; Haryana/Punjab is still giving 

Fusion some pain; It has split branches in Punjab and is focusing on renewal of 

existing customers. Confident that it will be able to recalibrate its strategy in 

some of these states.  

 Bihar economy is accentuated by domestic remittances - does not see any stress 

in Bihar  

 Unseasonal rains impacted in MP/UP/Bihar; Recovery has got prolonged 

because of unseasonal rains - Fusion will be recalibrating its strategy  

Asset Quality  

 Recovered ~INR52m against written off portfolio under the MFI relief scheme of 

Assam.  

 Added ~INR36m to the management overlay with the cumulative overlay now at 

INR615m.  

 Non-annualized credit cost of ~0.84% and without management overlay of 

0.79%.  

 Write-offs of INR1.03b in 2QFY24. Write offs of ~INR1.03b (PQ: INR590m) 

consists of ~INR340m from pre-April’21 loan pool, INR36m from restructured 

book and ~INR680m from post-April’21 pool  

 Restructured portfolio stood at INR30m (~30bp of the AUM)  

 Historical LGD for Stage 3 is ~65% and Fusion now has a coverage of ~76% on 

Stage 3.  

 Asset quality will further improve and GNPA levels will further decline by 

Mar’24.  

 CE (ex of arrears) is 95.5% and CE (including arrears) is 97.6%  
Disbursements  

 Average monthly disbursement run-rate of ~INR8.5b in Sep’23 and Oct’23.  

 Incremental disbursement yields stood at ~22.5%  
Liabilities  

 Marginal CoB declined to ~10.55% on the back of rating upgrade and robust 

liability management.  

 Received sanctions from HDFC, SBI, SIDBI, Axis and other banks.  
Distribution  

 Added two new states of AP and Telangana. Opened 61 branches taking the 

total to 1164 branches across 22 states.  

 Fusion will be adding 160-170 branches (overall) in FY24  

 ~600 MFI branches have vintage of >3 years and contribute ~68% to the 

portfolio.  

MSME Book  

 ~50% of MSME book is secured.  

 MSME will have ~65-70% secured mix and 30-35% unsecured mix.  

 76 dedicated MSME branches and plans to add total 50 branches in FY24.  
Others  

 Concentration of ~70% in Top 5 states – Fusion will exhibit geographical 

diversification going ahead.  

 Fusion splits branches which crosses AUM of INR150m. Has split 100 branches in 

the last 30 months. This is done to achieve potential growth, compete with 

competitors and also from monitoring and risk aspect.  
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Home First Finance Buy 
Current Price INR 940 

Business Update  
 Delivered an ROE of ~15.6% in an inflationary and peak interest rate 

environment.  
 Continued to build distribution by simultaneously entering new markets and 

deepening presence in existing markets.  
 Demand for affordable loans is not an issue. States where incomes have risen 

significantly are experiencing a substantial demand for affordable home loans.  

Guidance  
 Guided for AUM growth of >30% for FY24 and expects to cross the AUM 

milestone of ~INR100b within the next 12 months.  
 Guidance for credit costs of ~30-50bp and borrowing costs to increase by ~20bp 

in 2HFY24.  
 Guided for spreads at ~5.25% in FY24 and opex to asset between ~3.0% and 

3.2% for FY24.  
 Yields to remain between 13.0% and 13.5%.  

Spreads and Liabilities  
 The transmission of interest rates on CoF is largely complete, although there is 

some residual impact yet to unfold. With the acquisition of funds from the NHB, 
HFFC plans to re-price its customers’ rates downwards, leading to reduced 
yields. Additionally, the co-lending portfolio is at a slightly lower rate, further 
impacting yields in a downward direction.  

 Management has communicated that there will be no further PLR hikes unless 
there is a corresponding increase in the Repo rate.  

 Drawn down ~INR2.5b in 2QFY24 from NHB.  

Balance Transfers  
 BT out is a result of series of interest rate hikes that our customers have 

witnessed in the past 18 months. The company has sensitized its team on 
customer retention and coached them on techniques to arrest balance 
transfers.  

 Substantial portion of the customers whose NACH mandate bounces pay within 
three days of EMI bounce.  

 The normalization of bounce rates to pre-COVID levels will require time. HFFC is 
working toward addressing the behavior changes that occurred post COVID, 
with the goal of improving this metric. Early stage counselling and tagging high 
BT-out risk customers should help.  

 BT-OUTs were not initiated by the connectors but instead mostly led by 
customers themselves.  

Branch & Employees  
 Added 137 employees in 2Q and now has a total employee strength of 1,242. It 

plans to add another 100 to 150 employees by Mar’24.  
 Expanded ESOP coverage to encompass 335 employees, which is 27% of the 

total employee base.  
 Employee attrition is down from FY23 levels as a result of initiatives 

implemented to reduce attrition and this is also supported by a hiring lull in 
certain sectors.  

 Added seven branches and 13 touch points in 2QFY23 and currently has 120 
physical branches and 295 touchpoints.  

Asset Quality  
 Gross Stage 3 stood at 1.7%, which declined 20bp YoY. Credit cost stood at 

~40bp and is in line with the guidance of 30-50bp.  
 The increase in NPA was primarily due to seasonality and the company 

anticipates an improvement in asset quality in 2H.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 The company continues to focus on containing early delinquencies as a 
collection strategy.  

Technology  
 Systemic tech-led controls have been implemented across all its operations, 

providing a strong backbone for its risk management and internal audit 
processes.  

 Tableau visualization has been brought within sales force to help drive superior 
analytical procedures.  

 Property Insight (version 2) has been launched to help the company digitally 
validate the property titles and have an independent authentication of the 
primary collateral.  

Others  
 The customer acquisition cost for sourcing done through connectors is at 30-

50bp.  

 Salaried share could moderate to 60% over the course time as HFFC enters 

newer geographies.  

  

 

L&T Finance Buy 

Current Price INR 142  

Business Update  
 All the planned measures have been executed without any negative surprises, 

which should help LTFH achieve its Lakshya 2026 goals well ahead of time.  
 LTFH has reimagined and redrawn various customer journeys and customer 

processes to widen its customer funnel further.  

Financial Performance  
 LTFH recorded the highest-ever quarterly disbursements (up 32% YoY) despite 

2Q being the seasonally weakest quarter of the fiscal year.  
 Retail book at INR694b and Retail RoE at 16.3%  
 PAT was up 46% YoY at INR5.95b. Credit costs declined ~10bp YoY.  
 Accelerated reduction of 76% YoY (INR93.2b). Expects retail to be >90% by 

Dec'23 and ~95% by Mar'24.  
 Overall RoA crossed 2.4%, and the convergence of consol. RoA to Retail RoA will 

happen soon.  
NIM  
 CoB can go up by ~20bp in 2HFY24. Treasury has locked some real long-term 

rates over the last 12 months. Guides for NIM of 11.8-12.0%.  
 Farm Portfolio, 2W and MFI allowed for PSL borrowings and PTC transactions.  
 Impending merger is now in its last phase and will provide tremendous 

synergies in ALM and liquidity management.  

Opex  
 Investment in physical infrastructure and manpower to accelerate growth; 

Investments in Ads/Promotions and cutting-edge technology will continue.  

Credit costs  
 Guides that the moderation in credit costs will continue, aided by the 

strengthening of underwriting practices, strong collections team (which will aid 
recoveries), and rollback of accounts which slip into forward buckets.  

ROA  
 Guides that the Retail RoA will improve to ~3.5% over the next two quarters.  

Expectations of 3QFY24  
 Inflation has remained above target in most countries and there are geo-

political headwinds from ongoing wars.  
 Uneven rainfall raises risks for Kharif yields - Inflation is likely to remain elevated 

in 2H - some slowdown might be observed in rural demand in 2HFY24. However, 

Click below for  
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it has already seen healthy festive demand in 3Q and remains geared up for the 
rest of the festive season.  

Rural Business Finance  
 14+ years of doing rural business finance and highest-ever quarterly 

disbursements  
 Better income mapping and has a good idea of various categories of customers. 

Crossed loan book of ~INR210b  
 Repeat disbursements are 70% of the total and 31% of the disbursements were 

to exclusive LTFH customers.  
 Top-up product: Kishan Suvidha has seen penetration improve from 24% to 30%  

Urban Finance  
 Urban Finance grew 31% YoY  
 2W: Entered into agreements with EV vehicle provides like Ola, Aether. Higher 

counter share of ~54% of the total 2W disbursements from the top dealers. Big 
move is happening towards prime customers and prime 2Ws. Prime 2W 
disbursements increased to ~52% in 2QFY24.  

Personal Loans  
 Launched an income assessment journey program and increased the average PL 

ticket size to INR175K.  
 Stress largely exists in the low-ticket PL (<INR50K). Total industry PL book of 

INR10.5t and o/w INR250b has a ticket size of <INR50K  
 Risk from small-ticket personal loans (which are predominantly done by FinTech 

players) is not the same as higher-ticket PL. It does not see the risk of a 
contagion of small-ticket PL spilling over to the higher-ticket PL (where 
delinquencies are very stable). In higher-ticket sizes, more caution is exercised 
while underwriting and loss-ratios are much lower.  

 No exposure in the <INR50K ticket size segment and has consciously stayed 
away from the BNPL segment.  

 Seasoning of the PL book has led to the decline in the collection efficiencies in 
the PL book.  

 40% of the Personal Loans are sourced from e-aggregator platforms.  
 Does not lend to customers who do not have a footprint on the credit bureau - 

does not lend to new-to-credit customers.  

SME Finance  
 Launched new products - overdraft and hybrid overdraft loans.  

Channels  
 In 3QFY24, it will be adding new DSA channels and launching partnership 

journey as well.  

Wholesale  
 Wholesale NS3: INR1.75b and Wholesale NS2: INR5b  
 Guides that there will be no negative surprises from this segment to P&L.  
 Total SRs stood at INR80b and total POS of INR160b. Because of deep discounts 

on SRs, there is big margin of safety.  
 Guides for an annual loss of INR1.5-2b from the Wholesale book until FY26  
 83% completion of RE projects in RE wholesale book  

Rural Finance  
 ~90% of customers have annual household income of >INR300k and ~15% of 

customers have >INR1m annual household income.  
 Rural Finance: 25-30% Direct Agri and will keep declining  
 Overall exposure cap per customer (across all lenders) is still INR200k in Rural 

Finance.  

Farmer Finance  
 Does not see any worrying trends from the decline in the CE of Farmer Finance.  
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Others  
 Received fees of ~INR250-300m from its insurance partners, which were due for 

the last one-two quarters.  
 Focus on higher customer acquisitions - moving from single-axis underwriting to 

multiple-axis underwriting. Optimizing the digital journeys to minimize choke 
points to provide a superlative experience to customers.  

 Farm market share is ~15% | 2W market share is ~10% |Rural Business Finance 
market share is ~6%  

 Repeat lending has 1/3rd credit costs as that of fresh lending.  

  
 

LIC Housing Finance Buy 
Current Price INR 462  

Guidance  
 LICHF maintained its loan growth guidance of 12%-15% in FY24. Management 

believes that the growth requirement in 2HFY24 will be higher to achieve this 
guidance but is reasonably confident of achieving the same.  

 Management guided for NIM in the range of 2.6-2.8% in FY24. Assuming the 
status quo in policy repo rates, it should be able to maintain the NIM in FY25 as 
well.  

 LICHF guided for credit costs of ~50-55bp in FY24 and the costs should decline 
further by 10-15bp in FY25/FY26E.  

 Management guided for long-term RoE of 16%-18% driven by decline in credit 
costs and structural improvement in RoA.  

Disbursements  
 Sep’23 disbursements stood at ~INR48.1b (PY: INR55.1b), while disbursements 

stood at ~INR45b in July’23 and Aug’23  
 Sanction to disbursement ratio at ~80% and LICHF expects it to improve going 

ahead providing impetus to higher disbursements. Pre-COVID this ratio used to 
be ~85-90%.  

 Tech changes impacted the disbursements adversely even in the month of 
Jul'23. Oct'23 sanctions grew 17% YoY.  

 Special festive interest rates were offered to customers and newly opened 
branches/cluster offices should support the disbursement growth.  

Asset quality  
 PCR declined to 41% (PQ: 42%) on account of write-offs during the quarter. 

However, the company will gradually scale up the PCR to ~50% as requested by 
the RBI governor. Over a course of time, the recoveries will lead to lower NPLs 
and will drive PCR higher.  

 Credit costs for the quarter included one-off ECL provisions of ~INR1.04b 
pertaining to certain repossessed assets, which the company reclassified from 
“assets held for sale” to “loans at amortized cost”.  

 Of the total decline in GS3 by ~INR16.75b, ~INR9.25b pertained to technical 
write-offs of principal; ~INR5b pertained to write-off of accrued interest 
recorded in EAD; and balance ~INR2-3b was on account of recoveries.  

 Technical write-offs were split as ~INR7.0b of project loans and ~INR2.25b of 
retail accounts.  

 Management guided for resolution of ~INR4-5b project loans in 2HFY24 either 
through NCLT or OTS.  

 Segmental NPA: Individual Housing stood at ~1.17%, Non-Housing Corporate 
(including project loans) stood at ~35.48% and Non-Housing Individual stood at 
7.13%  

 Management foresees a few lumpy and sticky project loans to get resolved and 
is also exploring ARC and OTS route where the resolutions are difficult  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Technical write-offs were bunched up in 2QFY24. Management guided that the 
quantum of technical write-offs should reduce significantly over the coming 
quarters.  

CoF and Margins  
 Incremental yields stood at 9.4% and incremental CoF stood at 7.7%  
 One of the higher yielding project loans was pre-paid which also led to the 

moderation in yields during the quarter  
 Loan accounts of ~INR93b were re-priced during 2QFY24. Maximum downward 

re-pricing was at ~200bp. Guided that another INR30-40b of loans could get re-
priced lower.  

Others  
 >80% customers have a CIBIL score of 720+ and LICHF does not cater to 

customers with CIBIL below 650  
 BT-OUT of INR24b in 2QFY24 and BT-IN of ~INR12b (BT-OUT of 3-4% on 

annualized basis and stood at 3.3% in 2QFY24)  
 Pre-payments of 10.3% including a one-off large builder account, which got 

closed.  
  

M&M Financials Buy 
Current Price INR 275  

Business Outlook  

 Sentiment remains positive when it engages with dealers across the country. 

While inventory levels started to build earlier, footfalls at dealer showrooms and 

retail volumes have been good.  

 Dealers expect inventory levels to correct and retail sales to be good in Diwali.  

 While monsoons were erratic, rural markets have historically reflected lower 

disbursements and deterioration in asset quality. But this 1H was different, 

given that Stage 3 was flat QoQ and Stage 2 continued to improve.  
Guidance  

 Asset growth will remain >20% by the end of this year. With interest rates 

remaining elevated, it will look at how retail volumes happen in Diwali and it will 

revise its AUM growth guidance in 4QFY24.  

 NIM (as % of assets) stood at ~6.6% in 1HFY24 and it will increase to ~6.8% by 

Mar'24. Further, it plans to increase it to 7.0% in FY25. Larger benefits on NIM 

will come in 4QFY24.  

 MMFS is still in the midst of transformation with investments in technology and 

data. Opex will remain at 2.8-2.9% (as % of assets) even in 2HFY24 as it 

continues its investments.  

 MMFS expects credit costs to decline to ~1.5%-1.7% in FY24 (vs. 2.3% in 

1HFY24). As provisions get reversed in 2HFY24, PCR on Stage 3 will again decline 

below ~60%.  
NIM 

 MMFS earlier expected that borrowing costs will come down, but now it does 

not believe that CoB will come down. Hence, it plans to increase lending rates 

selectively in certain products and geographies. 

 Growth in business assets was predominantly driven by Cars, Personal Vehicles 

of M&M. As Tractors and Pre-owned vehicles see a pickup, yields will improve. 

However, availability of pre-owned vehicles is still a challenge and growth in 

pre-owned vehicles is weaker than expectations. 

 After Diwali, it is reasonable to expect that all players will start increasing 

lending rates given that CoB is going up for all lenders. 

Click below for  
Detailed Concall Transcript & 

Results Update 
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Opex 

 Opex remained stable QoQ and it is driven by certain transformational initiatives 

of the company. 
Asset Quality 

 Higher provision charge in the P&L because in few markets because of delayed 

monsoon situation there was lower cash-flows. There was a temporary increase 

in GNPA, which went up INR2.5b QoQ, largely driven by the tractor portfolio. 

 On 18M+ dpd contracts, it is carrying PCR of 80%. 

 Historic data of 42 months is captured in the ECL model. It will be 9 months 

before the PCR cover starts improving since LGD has been impacted because of 

the COVID period being the base. However, the PD continues to improve. 

 With improvements in customer mix, GS3 can decline to 3.0-3.5% and GS2 can 

decline to 5.0-5.5% (over a course of time). 

 In FY23, lower credit costs were facilitated by significant write-backs because of 

significant release of ECL provisions. There have not been any ECL releases in 

the current financial year. 
Impact on Capital Adequacy 

 Profits in 2Q were lower and the accretion to net-worth was lower. Dividends 

were also paid out in 2Q, which led to lower capital adequacy. Strong business 

assets growth due to higher trade advances affected CRAR. 

 The company does not foresee the need to raise equity capital over the next 

two years. The next equity raise will be triggered when Tier 1 declines to ~13% 

(~16.7% as on Sep'23). 

Others 

 Dealer advances are ~INR50b for the festival period, which do not earn interest. 

Last year, even vehicle availability was an issue. Normally, trade advances are 

INR30-35b, but this year they are higher because of a higher market share of 

MMFS and its presence across more products/geographies. 

 MMFS discontinued institutional lending (in SME) around one year ago and that 

book is running down. 

 Not expanded branches for the past few years as branches are merely servicing 

units. Disbursement enablers are employees, who interact with dealers and 

OEMs. It has undertaken a transformation agenda, which led to a slower branch 

expansion. MMFS will be adding branches over the next six months. 

 With a better customer mix, recoveries will be done through organic collections 

rather than repossessions and settlements.  

    
 

Manappuram Finance Buy 
Current Price INR 154  

Business Update  

 Consolidated AUM grew ~5% QoQ and 27% YoY to INR390b, with leverage of 3x. 

Gold loans grew ~8% YoY and ~1% QoQ. It has maintained the pricing discipline 

in a very competitive environment.  

 Consolidated PAT grew 37% YoY to INR5.6b, driven by profitability in gold loans 

and microfinance.  

 Standalone CoB rose ~21bp during 2QFY24.  

 Standalone PAT of INR4.2b rose ~20% YoY.  

 GS3 in standalone business stood at 1.56%.  

 The board has declared an interim dividend of INR0.85 for the quarter.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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Guidance  

 Guided for gold loan growth of 8-10% YoY in FY24; it will continue to maintain 

pricing discipline  

 Growth momentum in MFI will remains strong; it is sufficiently capitalized for 

growth in FY24.  

Opex  

 Employee expenses have some correlation with loan growth and asset quality. 

Decline in employee expenses is also because of reduction in incentives.  
Yields and Margins  

 MGFL wants to maintain the price discipline in gold loans. Funding cost is going 

up and the trend will not reverse now. It expects the coming quarters to remain 

good as far as gold loans are concerned.  

Gold Loans  

 Gold AUM stood at INR208b, up 1% QoQ and ~8% YoY.  

 Gold loan portfolio LTV of ~66%  

 Gold loan live customer base stood at 2.46m; added 403k new gold loan 

customers in 2Q.  

 Gold auction of ~INR150m in 2QFY24  

 Auction surplus in gold loans declined to INR300m (PQ: INR380m).  

 Maintaining the price discipline at ~22% in gold loans; 2H is generally good for 

gold loans  

 Acquiring ~5,000 new customers every day; expects same gold loan growth 

momentum in 2H  
MFI  

 Asirvad AUM grew 43% YoY and PAT grew 109% YoY.  

 Collection efficiency in 2Q was similar to that of 1QFY24.  

 Sufficiently capitalized for growth in MFI for FY24 and expects no slowdown in 

growth momentum  

 Credit cost in Asirvad was primarily driven by a) provisions on pool sold to ARC, 

b) higher standard asset provisioning, and c) improvement in the asset quality of 

the existing book  

 South: Non-South AUM mix: 65%: 35%  

 Referral fee for cross-selling some household equipment - pressure cooker, gas 

stove, solar lights -  

 1Q MFI disbursements was slow, so there was some pent-up demand in 2Q. Fee 

income will sustain in the coming quarters as well.  

 Consumer durable loan portfolio stood at INR3.5b in Asirvad MFI  

 Net gain on fair value changes stood at INR270m in 2Q and INR550m in 1Q  
Vehicle Finance  

 AUM grew 13% QoQ and 67% YoY to INR31.4b  

 GNPA declined to 2.5% (PQ: 2.9%)  
MSME and PL  

 AUM grew to INR26.4b;  

 GNPA increased to 1.9% (PQ: 1.8%) and collection efficiency stood at ~96%  

 Wants to increase presence by increasing the number of branches. Strategy of 

diversifying into other segments has worked well and non-gold AUM stood at 

~47% in the AUM mix. Guided for a 50:50 mix between gold and non-gold 

segments.  
 
 

https://ftp.motilaloswal.com/emailer/Research/MGFL-20231113-MOSL-RU-PG012.pdf
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On-lending  

 AUM grew to INR9.2b with RoA at 5%  

Secured PL  
 Collateral is mortgage where it gives LTV of ~50%. Here the tenors are longer 

than gold loans.  

MAS Financials Buy 
Current Price INR 904  

Business Update  
 Strong consolidated AUM growth of ~27% YoY  

 Confident to cross consolidated AUM of INR100b by Dec’23  

 Asset Quality stable with GS3 at <1.5% and CRAR of ~25%  

 Strengthened its distribution; It now has 10,000 centers and 171 branches. This 

contributes ~67% to total AUM.  

 Continues to focus on digitalization and building up strong team for the same  

 AUM stood at INR90.5b; ~13% of the portfolio share is from 2W and Commercial 

Vehicles; 83% is MSME Loans and 4% from Salaried personal loans  

 SME loans grew ~21% YoY; 2W grew ~33% YoY, CV 103% YoY and Salaried 

Personal Loans grew strongly by ~173% YoY on a small base.  

 Fintech co-lending constitute 5% of total AUM.  

Guidance:  
 AUM growth guided to be ~25%.  

 Expects to maintain the off-book AUM between 20% and 25%  

 Sorting out operational issues for co-lending; will have 10-15% co-lending book 

in medium term.  

 To maintain NIMs in the range of 6.75-7%  

 C/I to be in range of 30-33% for FY24  

 Salaried loans to make up 10% of total AUM in next 4-6 quarters.  

 Over the next 3-5 years, it guides for AUM mix of ~20-25% in housing, ~20-25% 

in wheels, ~10% of salaried personal loans, ~35-40% from SME and the rest from 

MEL  

Asset Quality  
 NNPA remained stable at 1.47% sequentially.  

 Holds INR188m as management overlay (~27bp of total book)  

Liability Management  
 ~INR4.8b of direct assignment transactions during 2QFY24.  

 Available cash flow facility of ~INR17.7b, utilization level at 65-70%.  

 Raised INR10.9b term loans with avg maturity of 3-5 years.  

 Cost of borrowings stood at 9.8% (PY: 8.9% and PQ: 9.7%). Expects CoB to settle 

around 9.75-9.85% in the current year.  

 Tied up the fund requirement for whole year; for next two quarters, focus will 

be on the further diversification of sources of fund and CoF reduction  

Housing finance subsidiary  
 Registered strong AUM growth of 30%+; poised to grow 30-35% going forward.  

 Opex increased due to increase in team strength to aid expansion plans.  

 Housing finance NNPA guided to be in 1-1.5% range  

 Avg. portfolio vintage at 36-48 months  

 Guided to achieve AUM of INR10b by FY25  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 ROA guided to be in the range of 2-2.5% on steady state basis  

 Avg. yield at 14% for HF subsidiary  

 Guided for mix of Salaried and Self-employed of 50:50 

Branches  
 Plans to add 15 more branches to take the total to 186-187 by FY24.  

 Expanding branch network in 8 states.  

 

MCX Neutral 
Current Price INR 2,905  

Tech Migration 
 Between 1st Oct and 13th Oct options trading volumes were high. However, 

after the initial launch of the new platform, there were issues, primarily related 

to data packets. Consequently, participants experienced delayed responses on 

their screens. 

 Following the identification and resolution of all the issues, MCX successfully 

migrated to its new CDP (Commodity Derivatives Platform). The Company has 

now completed one full cycle of expiry and deliveries without any concerns. 

SGF Contribution 
 MCX has contributed ~INR 110m to SGF due to the increasing open interest on 

the platform. This is a non-cash expense. The last contribution to SGF by MCX 

was made in Mar’20. The rise in open interest (reaching a high of ~INR 430b 

with ~50:50 split between options and futures) is expected to result in further 

increases in contributions to SGF in the future. 

 The interest income is ploughed back to SGF and does not flow through P/L. The 

contribution made to SGF is an allowable expense under income tax laws. 

Financials 
 Options revenue for the quarter stood at INR 828m and for 1HFY24 it stood at 

INR 1.4b. 

 During the quarter, transactions charges came in at INR 1.3b, whereas float 

income from margin money was INR 230m. 

 No payment would be made to TCS for AMC till Sep’25 as the software is under 

warranty for one year. Non-TCS AMC cost and depreciation on the capitalized 

amount would come in from 3QFY24. The capitalization of new software will be 

amortized over five to eight years. 

FPI 
 FPIs have been seeking DMA facility, which will be made available very soon. In 

the medium term, MCX expects that FPIs will make significant contributions to 

the overall volumes. 

 MCX believes that FPIs are mainly interested in cash-settled products and Algos. 

Product launches 
 The Company is in the process of getting a re-validation approval from SEBI for 

many new products, which were in the pipeline. 

 MCX will focus on Gold Options monthly and bi-monthly contracts. MCX is yet to 

apply to SEBI for fortnightly and weekly contracts. 

 MCX will be launching Steel TMT bar contracts first in the near future. 

 Other new products that MCX intends to launch are - Cotton contracts, Mini-

contracts, and Electricity contracts. 

 

Click below for  
Results Update 
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Others 
 ~40-41% margin is required for trading in Crude oil and ~30% margin 

requirement for Natural Gas. 

 Members are consolidating on account of higher compliance cost; however, the 

UCC trading is increasing. The UCCs trading increased to 0.58m in 1HFY24 vs. 

0.37m in 1HFY23. 

 Regarding the inter-operability between exchanges, members and associations 
are actively involved in recommending the same to SEBI.  

 
 

Muthoot Finance Neutral 
Current Price INR 1,329  

Guidance  
 Gold loans grew 2% QoQ and ~9% in 1HFY24. MUTH continued to guide for gold 

loan growth of 15-20% in FY24.  
 CoB stood at 8.46% (while Bank MCLRs are at 8.55-8.6%) as on Sep’23. CoB for 

MUTH will increase to 8.6% unless the banks also revise their MCLR rates.  
 Expects to maintain the spreads of ~9-10%  
 Guides for long-term RoA of ~4%  

Gold loan yields  
 Yields were also impacted by the policy to de-recognize the interest income 

after loans become an NPA.  

ARC Sale  
 ARC transaction was done in the last week of Sep’23 and the amount of loans 

sold to the ARC was ~INR7b. When technically a loan becomes an NPA (90 days 
after the due date), MUTH reverses the interest income.  

 This ARC transaction was done to a) Give more time to customers to repay and 
release their gold jewellery and b) manage the NPA levels. ARC transaction was 
done within the ambit of regulations and MUTH has been able to help its 
customers by not auctioning the gold.  

 ARC transaction was done at par which meant that it received the entire 
principal. The transaction was done under 85:15 and the SRs are classified under 
investments (and not under loans).  

 After the ARC transaction, gold still remains with MUTH and the collection 
moves to the ARC.  

Asset Quality  
 Customers who take gold loans are typically customers who had a financial 

difficulty. It is usual for them to take time to repay their gold loans beyond the 
contracted tenor of 12 months.  

 Because of new NPA formations, reversal of interest income in 2QFY24 stood at 
~INR1b (and similar levels in 1QFY24 as well).  

Others  
 Bank enthusiasm for gold loans and the competitive intensity is not as high as 

last year.  
 MUTH will continue to pursue resolution mechanism for NPAs through auctions, 

ARC sales or asking customers for settlements.  
 Disbursements to new customers have been high - focus is on increasing the 

AUM through new customer acquisitions and win-back of existing (inactive) 
customers.  

 Gold AUM and Gold tonnage do not include the gold Loans and the 
corresponding gold collateral for loans sold to the ARC.  
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Piramal Enterprise Buy 
Current Price INR 928  

Retail  
 77% of the Retail AUM is made up of secured loans; 90+ delinquency in all retail 

products are stable to down;  
 Over the last two quarters, PIEL has reduced disbursement volumes in 

unsecured credit to tighten credit standards.  
 90+ delinquency in the unsecured segment has declined to 1.4% (PQ: 1.6%)  
 Fee income is improving and opex ratio is flat QoQ. Asset quality continues to be 

benign.  
 Will continue to Invest in manpower, branches, technology, and analytics. It 

added 19 new branches in 2QFY24 and 99 branches in the last 12 months.  

Wholesale 1.0  
 Stage 1 AUM of INR173.8b has an average yield of 12%. The non-yielding part of 

the wholesale book includes SRs and land.  
 Stage 2+3 assets reduced by 63% YoY to INR41.3b and has a PCR of 32%.  
 Total SRs reduced by 9% QoQ to INR49b; Wholesale SRs reduced by ~13% QoQ 

to INR33b. As resolution processes continue, SR portfolio will continue to reduce 
in the near term, while a few more ARC sales are expected over the next two 
quarters.  

 Material proportion of the reduction in Wholesale 1.0 has come from recoveries 
from partners.  

Wholesale 2.0  
 The portfolio is performing well, in line with or ahead of expectations.  
 Received pre-payments worth INR9.7b over the last six quarters.  
 Disbursed ~INR18.2b in 2QFY24, of which INR11.2b was disbursed in the month 

of Sep'23.  

Financial Performance  
 2QFY24 NIM expanded 38bp QoQ, supporting the NII growth of 10% QoQ. Fee 

income grew 39% QoQ.  
 PPoP (ex-dividend income) grew 21% QoQ to INR2.37b. Credit costs stood at 

1.2% (PQ: 1.1%), which is in line with its expected range of credit costs.  
 Piramal Fund Management has agreed to refund/return the principal amounts 

to all investors of Indiareit PMS as a one-time payment without admission of 
any liability and without prejudice basis. This led to an exceptional loss of 
INR640m.  

Yields  
 The improvement in product mix has resulted in higher overall yields, even 

though there was a QoQ decline in retail disbursement yields. Additionally, in 
this quarter, there were no new NPA formations, leading to lower (or no) 
interest income reversals.  

Credit Costs  
 Recoveries are coming from FLDG arrangements - a two-digit number  
 Retail credit are still very small - most of the credit costs today are 

predominantly from the wholesale segment, adjusted for recoveries.  
 Net credit costs (net of bad-debt recoveries) stood at INR1.98b (adjusted for 

recoveries of INR1.8b).  
 Net loss on de-recognition of financial instruments are instruments which have 

been moved out of the balance sheet because of write-offs.  

Unsecured Loans  

 50% of the loans have FLDG arrangements, 20% do not have FLDG but receive 

some credit enhancement from partners, and 30% are originated directly by 

PIEL.  
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PNB Housing Finance Buy 
Current Price INR 809  

Business update  

 Disbursements stood at INR41.7b, up 18% YoY and 14% QoQ.  

 In affordable housing, PNBHF disbursed ~INR3.7b in 2QFY24 and is confident of 

scaling up to ~INR10b quarterly disbursements in the short term.  
Guidance  

 Expects to 17-18% growth in Retail Book with ~22% growth in disbursements in 

FY24.  

 The cost of borrowings was flat QoQ; the management has guided that CoB has 

peaked out and should decline from hereon.  

 Guided for opex between 80-90bp  

 Maintained its guidance for credit costs at 0.6% for FY24 and at ~0.4% for FY25 

(given blend of prime and affordable)  

 Gearing ratio will improve from 3.8x to 6.0-6.5x over the next 2-3 years.  

Asset quality  

 GS3 declined to 1.79% (PQ: 3.76%). Retail GS3 declined to 1.74% (PQ: 2.49%) 

and Corporate GS3 declined to 2.86% (PQ: ~25%)  

 Provision write-backs were utilized for increasing the PCR on loan assets and 

write-offs in Retail  
Corporate Book  

 Corporate book stood at INR23.8b. Disbursements in the corporate business will 

restart within the next few quarters and will be focused on select locations and 

select projects.  

 Focus will be on Construction Finance with ticket sizes of ~INR1.5b-2.0b  

 Contribution of Corporate in the AUM mix will be <10%  
Retail  

 Increasing its share in South markets. Significant increase in disbursement 

contribution from South and decline in West.  

 Focused mor  e on Home Loans and Salaried customers  

 ~88% of the incremental retail loans in ticket sizes <INR10m  

 No plans of any future write-offs; aims to improve Retail NPA further through 

organic collections rather than write-offs  

 BT-OUT stood at 6-7% and has been in the same range for the last few quarters 

(earlier used to be in the range of 9-10%)  

Borrowing Mix  

 Bank borrowings declined to 44% and will come down by another 1-2%.  

 Increasing debt market borrowings by increasing proportion of NCDs and CPs  

 NHB Refinance stood ~5% but will increase since it will be availing finance from 

NHB in the near future.  
Financial Performance  

 Yields stood at ~10.6% and CoB stood at ~8% | NIM improved to 3.95% (up 

~10bp QoQ)  

 Credit costs stood at ~26bp | RoA: 2.24% and RoE: 11.1%  

 CRAR at 30.4% (Tier 1: 28.5%)  

 Opex was higher because of royalty payments to the promoter PNB.  

Others  

 Core book run-off stood at 17.1% (PY: ~20%)  

 CRISIL and ICRA have upgraded their outlook to Positive (from Stable earlier)  
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 Incremental yields in prime segment stood at 9.6-9.7% and in affordable, the 

overall yields stood at 11.5%  

 Run-off has been stable in the range of 16-17% and expects it to be stable in this 

range.  
 No loans are in moratorium and they are classified under respective Stages 

based on their DPD.  

Poonawalla Fincorp Buy 
Current Price INR 360  

Business Update  

 A commendable achievement, following the outlined path in accordance with 

the guidance provided under Management Vision 2025.  

 Disbursements stood at INR78.1b, up 150% YoY.  

 Operating profit stood at INR3.36b and PAT stood at INR2.3b (excluding the 

impact of exceptional item).  

 Started offering instant personal loans through its own mobile app and is using 

straight-through processing (STP).  
Personal Loans: Unsecured loans have been a discussion point in the industry  

 Personal loan book of <INR50K is ~INR40m, which is insignificant and for PFL, 

the Average ticket size in PL is >INR80K  

 Industry performance: 30+ for < 25K segment is 5X than > 25K segment (16.6% 

& 3.2%, respectively)  

 Industry performance: 90+ for < 25K segment is 8.7X than > 25K segment (10.4% 

& 1.2%, respectively)  

 62% of the company’s Personal Loans has 750+ Bureau Score.  
Asset quality and Provisions  

 GNPA declined 40bp YoY/6bp QoQ to 1.4%. PCR stood at ~47%.  

 The company has made one-time provisions totaling ~INR13b, primarily related 

to standard advances. This provision includes ~INR4b allocated to a contingency 

buffer for the new book of standard advances. The company is actively working 

toward maximizing recoveries from the legacy/acquired book and anticipates 

recoveries leading to ~50% write-backs.  

 Continued Legacy and Old Acquired DA book and Newly acquired DA book have 

been now classified under discontinued legacy/DA.  

 Balance legacy book (including DA) will run down over the next two years and 

the company expects recoveries of ~INR4.5b (50% of the provisions created in 

the quarter).  

 GNPA on the new book <0.4% as on Mar'23  

 GNPA by product segments in the new book: MSME Lending: 0.49% | Personal 

and Consumer Loans: 0.9% | LAP: 0.3% | PoC: 1%  

 Does not expect a drastic deterioration in asset quality even after further 

seasoning in the loan book.  
NIM  

 The optimization of the CoB will persist, leveraging commercial papers more 

extensively due to its ALM accommodating such measures.  

 Guided for NIM >10%  

 NIM will moderate as it will cater to better credit-quality customers and offer 

the lowest interest rate among NBFCs in its chosen product segments. Also, 

NIMs will moderate as the leverage gradually improves.  

 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Poonawalla_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/POONAWAL-20231022-MOSL-RU-PG012.pdf
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Opex  

 Opex currently encompass ESOP charge of ~INR200m. The company anticipates 

additional reductions in opex as the ongoing consolidation efforts and 

manpower reduction initiatives continue.  
AUM  

 Crossed the AUM milestone of ~INR200b and the AUM stood at INR202.2b as on 

Sep'23.  

 Short-tenor book is at ~27% (with tenor less than 12 months), in line with the 

guidance of 20-25% of short-tenor book.  

 Opex declined ~20bp QoQ to ~4.2%.  

Co-Lending  

 The company has ceased co-lending and co-origination arrangements and will 

only maintain the sanctioned credit lines with specific partners for 2W and 

Machinery Loans.  

 Co-lending in the 2W sector is currently operating at a monthly scale of INR300-

400m. Fresh on-boarding for unsecured loans under co-lending has been 

completely halted.  

Channel Mix  

 Secured: 29% and Unsecured: 71%  

 Total Partnership AUM <18% (as of Sep'23) and guided that the Partnership 

AUM will be <10% by Mar'23.  

 AUM Channel Split: INR173.5b (Other than Partnerships) and INR28.65b 

(through partnerships)  
Differentiation and transformation Journey  

 The company made some difficult decisions, such as altering the product 

offerings, targeting specific customer segments, and consolidating manpower 

and branches. The emphasis is on reducing manpower while enhancing 

productivity.  

 PFL has remained focused - No peer has a productivity and efficiency like 

Poonawalla.  

 Only NBFC, which targeted prime customers - Focus is not on spread, but on 

RoA delivery.  

 Manpower alignment to technology intervention – AAA-rated NBFC with strong 

capitalization.  
Differentiated Business Model  

 Focus from the regulator on fair practices and PFL does not charge any hidden 

charges/prepayment charges from the customer.  
Customer segment is unique and better than other lenders  

 Does not focus on commercial use products and rural markets. Risk-adjusted 

return in rural has been muted for the last two quarters.  

 Focused on urban and semi-urban markets - wants to expand its wallet share in 

these markets.  

 Does not give loans to New-to-Credit and only gives loans to customers with 

bureau score of 700+. 

 Operates in the top-quartile of ticket size in all its segments - Does not 

encourage surrogate income. 

 For Income validation, it collects income documents in digital form only 
Other 

 Management has been reiterating that the customer segment is different and 

70% of the rejected customers is being funded by Top 3 Private banks and 
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NBFCs. The company has been offering among the lowest interest rates to the 

customers. 

 The company is focusing on a formal customer segment comprising bureau-

tested individuals and exclusively accepts PDF Banking documents. 

 Long-term guidance for 40% secured and 60% unsecured loan mix. 

 LAP disbursements: INR2.5b per month | PoC disbursements: INR2b per month 

 EMI Card and Consumer Finance: In the process of partnering with e-commerce 

players; E-commerce OEM tie-up over the next two years. 

  

Repco Home Finance Neutral 
Current Price INR 407  

Guidance  

 Growth momentum has continued in 2QFY24 as well; it is confident of meeting 

its guided loan growth of ~12% YoY in FY24  

 Management has guided for a CIR of ~23-24%  

 NIM of ~4.7% should be easily achievable, and it might use the levers on NIM to 

accelerate loan growth in 2HFY24.  
Business update  

 Disbursements stood at ~INR8b and grew 7% YoY. Salaried and Non-Salaried 

stood at 51:49.  

 REPCO has made structural changes like delegation of power and new BT-

Software and underwriting platform.  

 RoA/RoE improved 3.1%/16.1% (PQ: 2.8%/15.8%). Company has achieved 

healthy profitability despite increase in establishment costs and technology 

costs.  

 It upgraded seven centers into branches and added 7 new branches. Board has 

approved addition of another 8 branches.  

 Management had guided for PAT of ~INR3.5b and it has achieved INR1.87b in 

1HFY24.  
Asset Quality  

 The company reduced the GNPA significantly during the quarter with a ~60bp 

QoQ decline in GS3.  

 The newly originated book has been performing quite well; all the new 

customers have an average CIBIL Score of >750  

 Stage 2 stood at ~12% and it is steadily declining. Management guided that 

Stage 2 should decline to ~10% by Mar'24.  

 Slippages stood at ~INR230m in 2QFY24;  

 Restructured assets stood at INR5.73b (o/w INR1830m is in Stage 3 and ~INR2b 

in Stage 2). Flow from the restructured book is not at alarming levels.  

 REPCO does not have any targets for the PCR. Upto Mar'24, it will maintain the 

PCR at current levels.  
Competitive Landscape  

 For new loan originations, competition comes from other HFCs. For existing 

customers, the competitors are predominantly banks.  
Opex  

 REPCO has budgeted expenses of ~INR500m for the technology upgrade. Out of 

this, ~INR400m will be towards software/hardware and ~INR100m towards 

security enhancements. REPCO has already incurred ~INR200m so far on the 

technology/platform transformation.  
 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Repco_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/REPCO-20231112-MOSL-RU-PG012.pdf


 

November 2023  138 

FINANCIALS/NBFC/INSURANCE | Voices 
 

Channel mix  

 About 20% of the new business in 2QFY24 came from the new Sales vertical and 

it expects the proportion of sourcing from the new Sales vertical to improve.  
Repayments/Rundowns  

 Pre-closure stood at INR400-500m in 2QFY24. BT-OUT was INR380m and BT-IN 

was INR690m. A healthy decline in the NPAs and swift recoveries is also bringing 

down loan growth.  

Liabilities  

 All the banks have repriced their lending to REPCO, it does not expect the 

average borrowing costs to increase.  

 It has not availed any new borrowings from NHB in the last 18 months because 

some asset quality covenants were not applied. It has now applied to NHB and 

expects a sanction this year  
Others  

 As of now, it plans to achieve loan growth organically, but REPCO will not 

hesitate to carry out portfolio buyouts of the loan portfolio from other HFCs  

 ATS of INR1.2m is for the entire book and ATS for the incremental book is 

INR1.7m  

 Total employees in sales stood at 200 and the same in collections stood at 80  

 The Phase 2 of tech transformation is expected to be completed over the next 

one year  

 Incremental lending yields were 11.5% in Home loans and incremental CoF 

stood at 8.5%  
 There are no one-offs in revenue or expenditure. REPCO has started repricing its 

loan book every three months (v/s every six months earlier), which has helped 

in yield improvement.   

Shriram Finance  Buy 
Current Price INR 2,001  

Performance update  

 Disbursements stood at INR346b in 2QFY24, grew 34% YoY.  

 Standalone AUM stood at INR2.03t, jumped ~20% YoY and ~5% QoQ.  
 

Guidance  

 Guided for NIM of ~8.5%-9.0% and cost-income ratio of ~26-27% for FY24  

 Economic conditions and GDP growth will determine the credit demand. Guides 

for ~20% YoY AUM growth in FY24  

 CVs will continue to grow at 12-15% and PVs have exhibited faster growth 

because of higher demand from T2/T3 towns.  

 New CVs have continued to remain reasonably strong in 1HFY24 but it will never 

become a significant proportion in the overall scheme of things.  

 Management continued to guide for credit costs of 1.5-2.0% for FY24  
NIM  

 NIM has improved because the liquidity on the B/S has declined to 3 months 

now from 4-5 months earlier. Management has guided for NIM of ~8.5-9.0% in 

FY24. It has been able to increase the higher-yielding products in the mix.  

 Overall yields have improved primarily because of increase of MSME and PL in 

the AUM mix.  
Personal Loans  

 Customers who take personal loans (PL) for the first time have an ATS of INR45-

50K; the repeat customers in PL have an ATS of INR65-70K.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/SHFL_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/SHFL-20231026-MOSL-RU-PG012.pdf
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 Personal loan yields range between 20% and 26%.  

 Tech integration with PayTM is progressing and it should be completed within 

two weeks. Post that, it will resume disbursements through PayTM.  

 Tied up with a Fintech for giving credit to new-to-credit (NTC) customers and a 

few Fintechs for supply chain funding.  

 Personal loans are fully written-off after they are over-due for 365 days.  

 85% of the PL customers are self-employed or small businessmen and PL is 

deployed for working capital.  

 SHFL does not carry out open market sourcing of PL; it is a cross-sell product to 

the existing 2W customers. SHFL also does not offer BNPL products.  

 Consumption PL is not being cross-sold to Shriram Transport CV customers as 

yet  

 PL will be capped at ~5% to the overall AUM mix  
Asset quality  

 No additional ECL provisions during the quarter.  

 Write-offs stood at INR8.8b and ECL Provisions of INR2.9b led to total credit 

costs of INR11.3b  
Liabilities  

 CoB has marginally declined QoQ from 8.89% to 8.87%. Incremental CoB stood 

at ~8.7%.  

 Incremental borrowings in 2QFY24 of INR210b (v/s INR180b in 1QFY24)  
Shriram Housing  

 2QFY24 disbursements stood at INR16.9b. AUM grew 65% YoY to INR108.2b  
Others  

 Launched the Shriram One Super App. It is now available in Google Play Store 

and IoS App Store. Initially started with a close user group (CUG), but it has also 

started onboarding SFL customers now.  

 Employee count stood at 71,373 (rose by 5,000 and 95-97% of them are feet-on-

street). Will be looking to add 1,500-2,000 employees over the next six months. 

Not yet fully exploited the distribution network for MSME and Gold Loan 

products.  

 Ticket size is higher as vehicle prices have gone up by 30-40%. Distribution has 

improved and the number of branches offering CV and PV has also gone up.  

 Additional 10-12% MSME growth has come from the introduction of MSME 

loans in CV branches.   

 

Spandana Sphoorty  Buy 
Current Price INR 981  

Business philosophy  

 Focused on the following priorities: a) People - reinforcing the senior and middle 

management teams, b) Strengthening governance, risk and controls by refining 

processes, c) technology scale-up, d) customer focus  

 Rolled out employee benefits like Health Insurance and started doing quarterly 

town halls.  
Guidance  

 The management has guided that yields could increase by 10-20bp.  

 Borrowers per loan officer should be around 450-470, with AUM per loan officer 

of INR15m.  

 It plans to add another 500-700 loan officers over a course of time, but a large 

part of team building is now complete.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Spandana_Q2FY24.pdf
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Asset Quality  

 Further flows into 90+ are unlikely because of administrative issues related to 

Project Parivartan.  

 Still continues to guide for credit costs of <2%.  

 Areas that had deficient/excess rainfall were just ~2-3% of the entire Spandana 

loan book.  

 Bihar CE is better than the national average. Not seen any specific stress in any 

states.  

 ARC book on the balance sheet - Total outstanding is INR1.64b. Confident that it 

should be able to collect from most of the customers in the ARC pool and 

further provisioning should not be required.  

 Targets ~INR1b of recoveries (from written-off pool) in FY24  

Customer Profile  

 About 33-34% of Spandana customers have a single lender relationship, another 

36% have 1+1 and 19% have a 1+2 lender relationship.  

 It will focus on moving into geographies where it can get customers with a single 

lender relationship and it has guide that this number should improve to ~38-

39%.  

Performance update  

 Added 350k customers with 183% YoY growth in new customer acquisitions  

 Acquired 610k customers and on course to cross 3m customers by year end.  

 AUM stood at INR97.86b, 69% YoY and 11% QoQ.  

 Seven new focus states contributed 22% to the total AUM and their contribution 

will increase to 26% by Mar'24 and 30% by Mar'25 and subsequently to 40-41%. 

No state should be more than 12% of the total AUM.  

 GNPA declined 22bp to 1.4% and NNPA declined to 0.42%.  

 CRAR is ~37%, indicating a good balance sheet position.  

 Comfortable with leverage of 3.5-4.0x and beyond that, it will start looking for 

equity growth capital.  

 PAT stood at INR1.25b, up 127% YoY and 5% QoQ. Received a credit rating 

upgrade to A (Stable) from ICRA and now all three rating agencies have the 

same credit rating.  

 

 
  

https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://institution.motilaloswal.com/emailer/Research/SPANDANA-20231031-MOSL-RU-PG012.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=2QFY24 RESULTS: 1. TVS Motor Co.; 2. BPCL; 3. Marico; 4. P&G Hygiene; 5. APL Apollo Tubes; 6. Petronet LNG; 7. Fine Organic (Downgrade to Sell); 8. Mahanagar Gas; 9. Mahindra Lifespaces; 10. Spandana Sphoorty; 11. Indostar Capital Finance&ListId=116
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 APE growth for life insurance companies was in line with our estimates for 2QFY24. VNB margins contracted 

YoY for all companies and missed our estimates for most players.  The miss was mainly due to the product 
mix, with a lower share of non-par products on a YoY basis, while the share of ULIP and protection products 
increased. Competitive pressures have led to compression in product-level margins, especially for group 
products. General insurance players have seen a 12% YoY growth in premiums, underpinned by the strength 
observed in auto sales, upward adjustments in health insurance premiums, and the expansion of commercial 
lines in alignment with overall economic growth. While loss ratios in the motor segment improved, claims 
ratios in the health segment increased led by high incidences of respiratory and fever infections. 

 
 

KEY HIGHLIGHTS FROM CONFERENCE CALL  
 Outlook for FY24 Others 

  Competition in the Group segment has been intensifying; 
hence, there has been a decline in premium from this 
segment. The management is trying to recover growth 
and increase market share.  

 LIC has launched three new products: two in Individual 
segment, Jeevan Kiran and Dhan Vridhi, and one in the 
Group segment, LIC Group post-retirement plan. 

 With stiff competition in the non-par segment, 
benefits have been enhanced in annuity products, 
leading to an impact on VNB margins. All the 
products launched on the Non-par side have gained 
traction.  
 

 

 
 The broad aim for the company is to grow VNB in line 

with the APE and maintain the VNB margin for FY24E vs. 
FY23. For FY25, margins are expected to improve. 

 With regards to distribution in the lower tier cities, the 
Exide merger along with recent bank partnerships, having 
a deep presence in these geographies, will be the key 
drivers. HDFC Bank’s strategy to expand its branch 
network would also be helpful. 

 The share of return on premium products has been 
rising with the increase in presence in tier 2 & 3 cities 
(~30% of the total protection). 
 

  Future product launches include: 1) non-par savings, 2) 
rider portfolio revision, and 3) ROP protection for higher 
ticket sizes. 

 Strategic initiatives in the agency channel have started 
reflecting stronger growth in the second quarter. Agency 
count addition has also been stronger in 2Q that should 
start yielding results over medium term. 

 Despite higher share of ULIPs, VNB margins remained 
flattish QoQ. Within the segments mix of protection, 
annuity has improved while non-par products have 
been repriced that has generated better margins. 

  The company has retained its guidance of 27-
28% VNB margin for FY24. Beyond FY24E, margin 
should improve ~100-150bp. The scaling up of 
margins will happen due to new product 
launches and thus the share of non-par is inching 
upward. 

 The margins were lower on account of the focus 
on ULIP and participating products in 1HFY24. 
Margin pressure seen ULIPs was owing to the 
new product which has relatively lower margins. 
Annuity margins were lower due to the change in 
mix within the segment. 

 

 Max Life also ventured into Health space by launching 
Max Life “Secure Earnings and Wellness Advantage 
Plan (SEWA)” offering fixed benefits to cater to the 
needs of Death, Heath and Savings, an industry-first 
proposition with a customized wellness ecosystem 
(Max Fit App). 

  Competition in the motor segment remained at elevated 
levels, and the company will continue to have a calibrated 
approach in the segment. About 70% of the Motor 
premium was from the OEM segment. Agency channel will 
be a focus area for the management. 

 Management was confident of high-teen growth in FY24E 
and the combined ratio reaching 102% by end- FY25. 

 ICICIGI invested on the retail side, which resulted in 
better growth than the industry. Growth in group 
segments will be calibrated as there has been a 
heightened competitive pressure in the industry to 
meet the EOM norms. 

  STARHEAL has launched four new products during the 
quarter. Star Smart Health Pro (a digital-first product), 
where customers can avail online discounts. It is also 
augmenting existing product suites by launching various 
add-on covers such as Young Star Extra Protect, Home 
Care Treatment Covers and Flu Vaccination covers. 

 Guidance: NEP growth of 20%, ROE growth of 20%, 
and solvency ratio of 200%. 

 
 

INSURANCE 

LIC 

HDFC Life 

SBI Life 
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HDFC Life Neutral 
Current Price INR 668  

Business  
 In 1HFY24, HDFCLIFE recorded a healthy growth of 10% in individual WRP vs. 8% 

for overall industry. The company’s market share in H1FY24 stood at 15.7% 

among private players and 10.3% in the overall sector.  

 HDFCLIFE continued to grow faster than the overall industry and was ranked 

among the top 3 life insurers across the individual and group businesses. Sales 

of individual policies grew 10%, beating industry growth.  

 The total wallet share for HDFC Bank increased to 70%+ in Sep’23 and 62% in 

1HFY24, driven by investment in human resources and the introduction of new 

products.  

 HDFCLIFE has insured more than 30m lives across the individual and group 

businesses, up 16% YoY.  

 Two-thirds of new customers are new to HDFCLIFE and 50% of them are 

younger than 35 years.  

 Growth in protection was robust at 28% on new business premium basis. Retail 

protection registered YoY growth of 46% in 1HFY24.  

 The share of return of premium products has been increasing, with the increase 

in presence in tier 2 & 3 cities (~30% of the total protection). Returns of 

premium products are not margin dilutive.  

 Sum assured recorded healthy growth, with retail and overall sum assured 

growing by 61% and 45% YoY, respectively, for 1HFY24. HDFCLIFE continues to 

lead in terms of sum assured and private market share based on overall sum 

assured stood at 18% for H1FY24.  

 Annuity APE grew by 17% and the segment contributed to 18% of new business 

premium. Annuity and Protection put together contributed to about 55% of new 

business premium in 1HFY24.  

 In the non-par savings, products have been re-priced twice in 1HFY24 and the 

same will continue in line with the overall interest rate environment.  

Agency & Broking  
 Agency and broking channels were affected by a decline in policies with 

premium of over INR0.5m. HDFCLIFE expects a recovery in this segment in 

2HFY24.  

 PolicyBazar has shifted from the web aggregator to the broker business during 

last year, though its broking channel has seen a decline. The decline was mainly 

due to high dependence of the channel on policies with the ticket size of more 

than INR0.5m.  

 The agency channel has a persistency of 90% on overall basis. Low-tier cities 

have seen a strong demand for ULIPs.  

 Its share from Exide has improved, with improvements seen in retail protection 

and credit protection.  

Strategy in low-tier cities  
 The company’s strategy to increase the number of customers by entering low-

tier cities has played out well as premium growth from tier 2 & 3 towns was 

double compared with company-level growth.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/HDFC_Life.pdf
https://ftp.motilaloswal.com/emailer/Research/HDFCLIFE-20231014-MOSL-RU-PG012.pdf
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 The key observation is that customers are younger and the ticket sizes are lower 

in these geographies.  

 With regards to distribution in low-tier cities, the Exide merger and the recent 

partnerships with banks that have a strong presence in these geographies will 

be the key drivers. HDFC Bank’s strategy to expand its branch network would 

also be helpful.  

EV/VNB  
 The company’s broader aim is to grow VNB in line with APE and maintain VNB 

margin in FY24 vs. FY23. In FY25, margins are expected to improve.  

 In 1QFY24, investment variance was INR8b, of which ~INR5b was from equity 

and ~INR 3b was from debt. However, the interest rate movement in 2QFY24 

has nullified the investment variance on the debt segment.   
 

ICICI Lombard Buy 
Current Price INR 1,464 

Industry  
 New private car and CV sales continued to be strong, while 2w sales were 

positive but remained below historical high levels.  

 Motor segment’s combined ratio improved to 120.1% in 1QFY24 from 124.1% in 

1QFY23.  

 ICICIGI grew 17% vs. industry growth of 12% in terms of GDPI and saw market 

share improvement across most of the segments.  

 IRDAI will closely monitor the expense ratio.  

Motor segment  
 Competition in the motor segment remained at elevated levels, and the 

company will continue to have a calibrated approach in the segment.  

 About 70% of the Motor premium was from the OEM segment. Agency channel 

will be a focus area for the management. Management said that the company 

has invested in the OEM channel to create a great franchise; however, it will 

continue investing in the agency channel.  

 Loss ratio in Motor TP segment will be flattish on YoY basis for FY24, while for 

Motor OD, management is comfortable in the range of 65-70%.  

 The retention rate in the renewal of five-year TP policies for 2Ws was in the 15-

20% range.  

Health  
 Retail health for ICICI Lombard was in line with the industry; agency channel saw 

21% growth in the retail health business  

 ICICIGI invested on the retail side, which resulted in better growth than the 

industry. Growth in group segments will be calibrated as there has been a 

heightened competitive pressure in the industry to meet the EOM norms.  

 ICICIGI has launched a product along with IPRU Life to leverage the strong 

distribution channels of both entities. Training will be imparted to agents and 

the management is upbeat on the outlook for this product.  

 Loss ratio in corporate book was at 102% vs. 93% last year and in retail health, 

the ratio was at 66.6% vs. 64.2% last year. Management expects loss ratios to 

normalize in the segment over the next couple of quarters. Claim incidences 

were higher during the quarter.  

 

Click below for  
Detailed Concall Transcript & 

Results Update 
 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/ICICI_Lombard_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/ICICIGI-20231018-MOSL-RU-PG010.pdf
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Distribution  
 There were 6.9m+ ILTakeCare user downloads vs. 4.6m at the end of FY23. 

About 99.1% of the policies were issued electronically vs. 96.7%in FY23.  

 Agency count has reached 122,461 vs. 117,149 in 1QFY24.  

 Digital one team registered a growth 26% YoY with a premium of INR3.66b, 

contributing to 6% of overall premium.  

Others  
 There has been no change in the philosophy for crop business, and contribution 

will be around 5% for the full year as previously guided. Most of the crop 

business is underwritten in the 80-110 models.  

Financials  
 Ex-cat losses, the combined ratio was at 102.7% in 1HFY24 vs. 104.2% in 

1HFY23. For 2QFY24, the ratio was at 102.8% vs. 104.3% in 2QFY23.  

 Management was confident of a high-teen growth in FY24E and the combined 

ratio reaching 102% by end of FY25.  

 Duration of the investment book was at 5.23 years, which has increased from 

4.99 years at the beginning of the year, driving investment yields. Unrealized 

gains on equity book increased.   
 

ICICI Prudential Life Buy 
Current Price INR 556 

Business  
 The regulator has asked insurers to prepare for a risk-based capital solvency 

approach. Further, the global accounting standard (IFRS phased 

implementation) is expected from 1st Apr’24. The ultra-long-term bond 

introduction by the government is positive for the insurance industry.  

 ROP accounts for ~15-20% of the total retail protection business. The product 

proposition does not change in ROP and is not margin dilutive when compared 

with pure-term business.  

 IPRU witnessed robust growth from regular business annuity and this shall 

continue to grow in the coming quarters.  

 Credit life has seen strong growth, while the group-term business has witnessed 

some pressure.  

 Group Protection GTI Challenges: the number of deals has gone up by 50% but 

the deal size has declined due to lower pricing. This comes on the back of better 

experience post-Covid.  

 The growth in the annuity segment fell 6.9% YoY to INR 2.17b on account of 

customers’ preference shifting towards FDs in a high-interest rate environment.  

 Claim settlement of 97%+ is the best in class.  

 Economic variance has been positive in 1HFY24 given the strong equity markets.  

 ICICI Bank has seen 45%+ growth in the protection business during 1HFY24. The 

company expects base effect to play out in 3QFY24 leading to better growth.  

Financials  
 IPRU has registered a 27% growth in its PAT to INR4.5b for 1HFY24.  

 VNB stood at INR10.15b with a VNB margin of 28.8% for 1HFY24. The decline in 

VNB margin is due to a change in product mix, wherein the share of non-par 

declined while that of ULIPs and Par products increased more in the INR0.5m+ 

ticket size.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/ICICI_pru_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/IPRU-20231018-MOSL-RU-PG012.pdf
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 The APE for the company stood at INR 35.2b, with minimal concentration risk 

from any single distribution channel.  

 The company’s robust risk management framework has enabled it to have a 

record of zero NPAs since inception. The AUM grew 11.3% YoY to INR 2.7t as of 

Sep’23.  

 About 96.4% of fixed income is from sovereign or AAA-rated products, and 0.1% 

of fixed income is from below-AA rated products.  

 Around 73.8% of liabilities largely pass on the market performance to 

customers. Derivative products continued to hedge interest rate risks for non-

par guaranteed savings & annuities.  

 The redesign in commission structure allowed by IRDAI led to an increase in the 

commission expenses, which ultimately led to a rise in total expenses.  

 Overall protection APE grew 3.4% YoY to INR7.34b in 1HFY24; however, retail 

protection surged 74% YoY in 1HFY24. Retail protection’s increase was driven by 

moderating supply-side issues.  

Distribution  
 Earlier agency channels were skewed towards ULIPs, but over the past 1.0-1.5 

years, IPRU has been building capacity to increase the mix for other products. 

Management expects the share of agency channel to improve going ahead.  

 IPRU has recruited 18,409 advisors in 1HFY24. These advisors are fairly spread 

across geographies. The mix in the agency channel was: 42% linked; 31% non-

linked savings; and protection & annuity mix at 27%.  

 With respect to lower-tier city penetration, the company has a strong presence 

through its distributor partners. The agency count is equally divided between 

tier 1, tier 2 and tier 3 cities.  

 IPRU has focused on utilizing the capacity generated from new partnerships and 

agency channels. This takes 18-24 months for the channel to mature and 

improve productivity.  

Persistency  
 To further improve persistency, IPRU has deployed advanced machine learning 

models that act as early warning system, enabling IPRU to introduce timely 

interventions and resolve customer challenges.  

 Persistency ratios for the 13th and 49th month in Sep’23 improved sequentially 

by 100bp to 86.9% and by 220bp to 65.8%, respectively.  

4D Framework  
 Implementing the 4D strategy along with the erstwhile 4P strategy – Data 

Analytics, Digitization, Depth in partnerships, and in diversified propositions.  

 Data analytics – investing in AI/ML helps in cluster-based targeting of customers 

and extending the same to partners as well. This will help in streamlining claims, 

better underwriting, and targeted marketing.  

 Diversified products – launched new products to meet customer demands.  

 Digitalization - IPRU is investing in a digital transformation journey wherein the 

endeavor is to create a hassle-free experience for customers. Integration with 

central agencies for simplified digital customer onboarding, with ~78% of 

policies issued by implementing digital KYC in Sep’23. About 20% of the policies 

are issued on the same day in the savings segment.  
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 Depth in partnerships – A well-diversified distribution network is enabling IPRU 

to reach a wider section of customers to drive growth. The focus has been to 

onboard additional partners and to strengthen the proprietary channel. It has 

built a capability to onboard any partner within two weeks. During 1HFY24, the 

company has added 100+ non-bank partners and one bank partner.  

Key initiatives 1HFY24: Innovation  
 IPRU’s Constant Maturity Fund is the industry’s first ULIP debt fund with 

‘constant maturity’ as the theme was launched at a time of peak interest rates 

and it offers wealth preservation and tax-efficient returns.  

 IPRU Gift Pro – the choice of MoneyBack amount with low cover multiple for the 

affluent segment.  

 I-shield is a combination of life and health insurance with multiple payout 

options to receive life cover. 

 IPRU Protect Gain – High life cover with market-linked returns and having option 

for systematic withdrawals 

 IPRU recently launched the first-of-its-kind ‘ICICI Pru Stack’, a set of platform 

capabilities encompassing digital tools and analytical abilities. The seven-layer 

stack has enabled IPRU to issue ~20% of the policies on the same day for the 

savings line of business.  

Life Insurance Corporation Buy 
Current Price INR 611  

Financials  
 PAT for 1HFY24 was INR174b, which included INR138b (net of tax) related to the 

accretions on the available solvency margin transferred from Non-Par fund to 

shareholders account.  

 In terms of market share measured by first year premium income (FYPI), LIC 

continues to be the market leader by market share in the Indian life insurance 

business with an overall market share of 58.5%. For 1HFY24, LIC had a market 

share of 40.35% in Individual business and 70.26% in the group business.  

  

 A total of 80.6m policies were sold in the individual segment in 1HFY24 vs. 

83.6m policies sold in 1HFY23.  

 The yield on investments on policyholders’ funds, excluding unrealized gains, 

was 9.06% for 1HFY24 vs. 8.32% for 1HFY23.  

 Employee costs during the quarter increased on account of increase in 

provisions for pension.  

 During 1HFY24, LIC has been able to implement strategies successfully to 

enhance the share of Non-Par products in overall individual business.  

APE  
 On APE basis, the total premium was INR226b for 1HFY24. Of this, 64.7% 

(INR146b) was accounted for by the Individual Business and 35.3% (INR80b) by 

the Group Business.  

 Within the Individual Business, the share of Par products on APE basis was 

89.2% (INR 130b) and the balance 10.8% (INR16b) was due to Non-Par products.  

 The Non-Par APE has increased from INR13b for 1HFY23 to INR16b for 1HFY24, 

up 19.7%. Therefore, Non-Par share of Individual APE, which was 8.9% for 

1HFY23, grew to 10.8% for 1HFY24.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/LICI_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/LICI-20231111-MOSL-RU-PG010.pdf
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Group Business  
 Competition in the group segment is increasing, hence the decline in premium 

from this segment.  

 The group fund business is cyclical with the employee benefit valuations being 

done periodically. The management is trying to recover the growth and increase 

market share in this segment.  

Business  
 LIC is on the right track with regards to the strategy pertaining to changes in 

product mix, distribution mix and the digital transformation.  

 The increase in product benefits has been driven by the refresh in the annuity 

rates.  

 LIC has launched 3 new products 2 in individual segment - Jeevan Kiran and 

Dhan Vridhi and 1 in group segment - LIC group post retirement plan  

 The distribution mix is also more diversified with an increase in share of 

Bancassurance and Alternate Channels (~2.1% share in total number of policies 

and ~3.4% share in new business premium).  

Non-Par & Annuity  
 With stiff competition in the non-par segment, benefits have been enhanced in 

annuity products, leading to an impact on VNB margins.  

 The ticket size has increased across product categories with revision in 

underwriting rules in products such as raising the minimum sum assured levels.  

 All products launched on the Non-par side have gained traction.  

 With the focus on Non-Par products, margins are expected to inch up.  

 Training the agents in the non-par segments. It will take time for all the agents 

to sell the non-par products. Around 25% of the business in the Non Par 

segment comes from the Annuity segment.  
 

Max Financial Services Neutral 
Current Price INR 979  

Financials  
 In Q2FY24, First Year Premium saw an increase of 32% YoY, compared to 16% 

YoY growth in the private sector. This growth was primarily driven by a 34% 

increase in the number of policies.  

 The Retail Protection and Health segment (includes the SEWA product with 

comparable margins) grew 70% in in 2QFY24 and 55% in 1HFY24 YoY.  

 The renewal premium income rose 11%YoY to INR 72b, taking the GWP to INR 

115b, an increase of 16% YoY in 1HFY24.  

 Max Life reported an Embedded Value of INR 179b, while the RoEV over 1HFY24 

stood at 17.5%, improving 180 bp YoY.  

 The cost is fairly stable. The allocation mix has changed to a certain extent. Post 

EOM change, the cost of acquisition has remained stable; however, 

commissions have increased.  

 Max Life’s AUM stood at INR 1.34t as on Sep’23, up 18% over the previous year.  

 Max Life Pension Fund Management Limited AUM increased to INR 4.1b as of 

Sep’23 against INR 160m in Sep’22.  

 Polices with less than INR 0.5m premium are growing at a faster pace (21%) 

compared with polices worth more than INR 0.5m (6%).  

 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/MAX_Fin_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/MAXF-20231101-MOSL-RU-PG010.pdf


 

November 2023  148 

FINANCIALS/NBFC/INSURANCE | Voices 
 

Distribution  
 APE for Proprietary channels grew 50% YoY in 2QFY24 and 42% YoY in 1HFY24, 

driven by both online and offline distribution.  

 Contribution of proprietary channels to the total new business premium 

increased to 40% in 1HFY24 from 35%.  

 Last year, Max Life embarked on a project in collaboration with BCG to improve 

its agency channel, and the efforts have yielded significant results (growth well 

above industry standards). The increased recruitment of high-quality agents 

contributed to the expansion of the agency channel in 1HFY24.  

 APE for Banca channels grew 30% in 2QFY24 and 15% in 1HFY24 on YoY.  

 Direct channel witnessed efficiency.  

 Max Life has expanded its distribution capability by signing distribution digital 

partnership with AU SFB along with 7 new partners in 1HFY24.  

 The counter share with Axis bank has been stable at ~70% (Axis channel grew 

28% in 2QFY24 and 12% in 1HFY24), while with Yes bank, it has been stable at 

~58%.  

New Product launches  
 In Q2FY24, Max Life launched a few innovative product offerings to capture 

larger market share.  

 It launched an industry-first index fund tailored for small-cap investments, 

linked to the Nifty Small cap 250 Quality 50 Index, specifically catering to E-

commerce and Banca customers.  

 Max Life also ventured into Health space by launching Max Life “Secure Earnings 

and Wellness Advantage Plan” (SEWA). This plan provides fixed benefits tailored 

to address the areas of Death, Heath, and Savings. It marks an industry first, 

featuring a customized wellness ecosystem (Max Fit App) to meet the diverse 

needs of its customers.  

 Max Life is focused on digital initiatives with a variety of features in the Max fit 

App.  

VNB margins  
 VNB for Max Life grew 13% YoY to INR 6.6b in 1HFY24. VNB margin stands at 

24% in 1HFY24.  

 The margins were lower on account of focus toward ULIP and participating 

products in 1HFY24. Margin pressure seen ULIPs was owing to the new product 

which has lower margins. Annuity margins were lower due to the change in mix 

within the segment.  

 The company has maintained its guidance of 27-28% VNB margins for FY24. 

Beyond FY24, margin should improve ~100-150bp.  

 The increase in margins will occur due to introduction of new products, leading 

to a rise in the share of non-par products.  

Annuity  
 Max Life’s focus on retirement led to growth of 217% in the Annuity business in 

1HFY24.  

 The investment in team has supported the growth in the annuity business. The 

channel dedicated to annuity has helped to keep the momentum strong.  

 The major part of the growth has come from group annuity products. It is 

witnessing some pressure on single premium annuity products.  
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SBI Life Insurance Buy 
Current Price INR 1,424  

Business  

 Share of single premium business was healthy at 34.5% in 1HFY24 driven by 

strength in individual annuity product sales.  

 About 0.98m new policies were issued in 1H and the company maintained its 

leadership position in this parameter  

 During 1HFY24, SBILIFE reported 48% growth in sum assured vs 45% growth for 

the industry  

 Improvement in ticket size has been on the back of stronger growth in ULIPs.  

 The company has maintained its growth outlook of 20% in APE for FY24.  
Products and distribution  

 ULIP saw a strong growth of 37% in 1H driven by strong equity markets. Non-par 

saw a sharp decline of 18% for 1HFY24.  

 Individual annuity grew at 50% YoY, linked business through other channels 

grew 48% YoY  

 Intended ratio is 55:45 ULIP vs Non ULIP  

 New business inflows in ULIPs is not debt heavy and is quite balanced between 

equity and debt  

 13th-month persistency in agency business is better than company level, 37th, 

49th and 61st are also improving  

 Group business GTI has done well and Group credit has grown in double digit 

(12-13%)  

 Future product launches include: 1) non-par savings, 2) rider portfolio revision, 

and 3) ROP protection for higher ticket size  

 Share of ROP in individual retail protection continues to be at 85-86%  

 Non-par growth in other channels has been strong mainly on account of base 

effect. Management will continue to add partnerships.  

 Over the next six months, the share of ULIPs is expected to be lower in the non- 

banca and non-agency channel.  

 Strategic initiatives in agency channel have started reflecting with stronger 

growth in the second quarter. Agency count addition has also been stronger in 

2Q, which should start yielding results over the medium term.  

 Individual protection has been muted in 2Q but second half has started on a 

strong footing and the company expects to reach its target that will also be 

supported by new product launches. 

 SBI is a strong partner and management doesn’t envisage adoption of open 

architecture anytime soon. 

 Group annuity is growing at 20%+ and healthy traction is expected to continue. 

Individual annuity business is growing at a faster pace. 

 At any given time, 55-60% of branches of SBI do business actively 

 SBILIFE has implemented only one repricing in non-par of about 5-10bp. 
VNB & EV 

 In spite of a higher share of ULIPs, VNB margins remained flat QoQ. Within the 

segment, mix of protection and annuities has improved while non-par product 

has been repriced, which has delivered better margins. 

 Operating variance is arising from all three parameters – mortality, expenses 

and persistency. The company expects further improvement in 2HFY24. 

 Guidance for VNB margins maintained at 28-30%. 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/SBI_Life_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/SBILIFE-20231027-MOSL-RU-PG012.pdf
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Others 

 Commission rates have not been changed, SBI Channel is also unchanged 

 Reinsurance agencies have not yet passed on the full benefit of stable 

environment. However, non-medical limits have increased along with premium 

reduction for certain cohorts. 

 Over the next 6-8 months, further support is likely to entail from reinsurers. The 

company’s ability to reach cross border reinsurers has improved. 
  
 

Star Health  Buy 
Current Price INR 563  

Business  

 The health insurance industry, including PA business, grew 26% on the back of 

30% growth in Group health and 19% growth in Retail health. For 1HFY24, the 

retail growth rate was 18% (in line with the industry's retail growth rate of 18%).  

 In 1HFY24, Star Health has registered 33% market share in Retail Health, which 

was more than 3x the second-largest player in the industry.  

 As regards the accretion share, Star Health registered 32% Retail Health 

accretion market share in 1HFY24.  

 The average sum insured of new policies has increased by 10% YoY to 

~INR0.96m per policy. Policies with sum insured of INR0.5m and above now 

constitute more than 77% of portfolio vs. 69% in 1HFY23. The share of long term 

policies with retail GWP has increased to 6% in 1HFY24 vs. 4% in 1HFY23.  

 The premium from benefit products has also grown by 30% YoY in 1HFY24. 

Organic traffic to website rose 52% and this is directly reflecting in digital 

business growth  

 Guidance: NEP growth of 20%, ROE growth of 20%, and solvency ratio of 200%.  
New policies & price hikes  

 STARHEAL had taken a price revision in Family Health Optima (w.e.f. 1st May’23 

on the renewal book), which will be reflected over the next 12 months. The 

policy renewals (both in volumes and in value) were in line with the company’s 

expectations. A drop of 5% in FHO customers was expected.  

 Price hike reflection will be seen over a period of 12 months and the company 

continues to take risk-based pricing actions.  

 Loss ratios have been better than the industry.  

 Share of specialized products had been on the lower side because of the price 

hike in the FHO  

 Strong growth in NPS and client retention points to improve claim experiences.  

 STARHEAL has launched four new products during the quarter. The Star Smart 

Health Pro is a digital-first product, where customers can avail online discounts. 

It is also augmenting the existing product suites by launching various add-on 

covers, such as Young Star Extra Protect, Home Care Treatment covers and Flu 

Vaccination covers.  
Distribution  

 Agency business contributed around 82% of overall business in the 1HFY24. The 

agency strength has increased to 6,65,000 agents, with a net addition of 

~40,000 agents in 1HFY24. Addition of another 60k agents is expected in 

2HFY24.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Star_Health_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/STARHEAL-20231031-MOSL-RU-PG010.pdf
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 The contribution of fresh business from non-agency has grown to 32%. The 

Banca business is growing at 57% in 1HFY24.  

 The home healthcare program is now live in 11 cities and STARHEAL customers 

can now avail home healthcare services by speaking with doctors and the 

medical professionals will visit their homes to provide them of the service.  

 In order to increase the penetration in semi-urban and the rural geographies, 

STARHEAL plans to open 1,000 sales manager stations. These are small 

individual service centers and sales distribution centers, of which 753 have 

already become operational in 1HFY24.  
Claims  

 84% of the paid claims are cashless vs 79% last year. Cashless TAT came in ~90% 

for claims settled within two-hour time. The auto adjudication of claims helps in 

drastically reducing the turnaround time.  

 ~33% of agreed network hospitals representing 71% of the cashless claims have 

been on boarded under auto adjudication initiative. Antifraud digital initiatives 

have produced good savings in the claim (~1.2% incremental benefits in terms of 

lower claims ratio). In 1HFY24, the total savings are 2.9% through these 

measures.  

 Based on recent claim experience, claim ratio may be pushed beyond the 

guidance due to high incidence of fever and respiratory diseases across the 

country.  

 STARHEAL has tightened its underwriting standards to enhance focus on quality 

business, leading to recalibration of some geographies and portability business 

which are poor LTV.  

 100% cashless claims across the country is being envisioned by IRDAI and is in 

early stages of implementation.  
Others  

 STARHEAL has reached out to Ahmedabad Hospital Association and discussed 

issues extensively with regards to some hospitals being excluded. The matter is 

amicably resolved.  

 The digital ticket size is better than the agency channel. Also, the other matrix is 

also better on the digital channel side.  

 Some underwriting changes for certain geographies have impacted growth for 

STARHEAL adversely.  

 Average ticket size has grown by 9% to INR17,000.  

 During the quarter, premium growth was led by value growth (65%) and volume 

growth (35%).  
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 In Healthcare, the US generics-focused companies indicated a notable decrease in the rate of price erosion 
that has been occurring over the last few months. Management reiterated that in 2QFY24, pricing pressure 
has reduced to mid-to-high single digits from double digits. Additionally, the growth was led by increased 
niche launches and better traction for existing products in the base portfolio. Domestic-focused companies 
witnessed HSD growth, and the adverse impact continued due to the inclusion of products in NLEM. This HSD 
in DF has been going on for the past five quarters. Due to a muted flu season, respiratory and anti-Infective 
therapies witnessed muted growth.  

 However, cardiac/gastro/Ophthal witnessed robust growth during the quarter. Companies also pointed to 
reduction in RM costs and operational expenses that led to an improvement in profitability. Overall, the 
better outlook is expected to sustain over the coming quarters, according to management commentaries. 
Hospital companies indicated that the growth was majorly led by improving operational parameters such as 
ARPOB/occupancy. This was also due to favorable seasonality during the quarter. Further, they continue to 
focus on brownfield expansion to improve return on investment.  

 
KEY HIGHLIGHTS FROM CONFERENCE CALL  

 Outlook for FY24 US Business - Update 

  ARBP remains on track to achieve a 20%+ EBITDA 
margin for FY24.  

 The overall Eugia sales for the quarter stood at 
USD127m, and remain on track to achieve USD560m for 
FY24E.  

 There is a potential for the generic injectable business’s 
quarterly sales run rate to reach USD90m from the 
current rate of USD81m. 

 The demand for its products in the US generics market 
remains stable and subject to a lower intensity of price 
erosion. 

 G-Revlimid sales would be reflected from 3QFY24 
onwards. 

  For FY24, Cipla raised its EBITDA margin guidance to 23-
24% from 22-23% earlier. Further, it raised its NA base 
business quarterly run-rate guidance to USD220-225m 
vs. USD210-215m earlier.   

 It has one peptide launch lined up for FY24. The product 
has a market size of USD300m & already has some 
competition in the US generics market. 

 CIPLA has garnered a market share of 28.0%/ 12.9% in 
lanreotide/albuterol in the US generics market. 

 It expects market share gains in the coming quarters for g-
leuprolide. 

  Management guided for 25-30 launches in FY24 and 65-
70 launches over the next three years.  

 

 DRRD will launch b-Rituximab through a partner in FY25. 
The biosimilar portfolio launch (without a partner) would 
commence from FY27 onwards. 

 DRRD is working on addressing the observations issued by 
the USFDA on its biologics facility. 

  Excluding Cenexi, GLAND achieved an EBITDA margin of 
34% and expects to sustain it at 30-32%. 

 Over the next 12-18 months, the company plans to 
invest EURO60m in Cenexi to improve its capacity and 
operational efficiency. 

 The management expects a near-term EBITDA margin of 
13-15% for Cenexi. With GLAND’s efforts, Cenexi’s 
profitability is expected to improve gradually over the 
medium term. 

 Out of a total of 14 launches in the US market, four were 
new to the market, while the remaining were relaunches.   

 

  SUNP indicated an increased prescription scope for 
Winlevi as well going forward.  

 SUNP has maintained its R&D guidance of 7-8% for 
FY24. 

 While specialty sales have been stable for three quarters 
now, the prescription trends in the US continue to gain 
momentum for Ilumya, Cequa, and Odomzo.  

 Deuruxolitinib is filed with the USFDA using the CMO site 
for manufacturing. 

  The commercial benefits from the two major CS 
projects are anticipated to materialize starting 2HFY24 
onward. 

 The capex at Unit 3 is progressing well, and production 
is likely to commence from 1QFY25. This would also 
increase operational cost for DIVI. 

 The generics:CS ratio was 60:40 for the quarter. This 
implies 5% YoY growth in the generics segment for the 
quarter. 

 The nutraceutical sales were INR2b during the quarter, up 
11% YoY. 

 

  

Aurobindo 
Pharma 

Cipla 

Dr. Reddy’s Labs 

Gland Pharma 

Sun Pharma. 

Divi’s Lab. 
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Ajanta Pharma Buy 
Current Price INR 1,973 

 AJP guided for low teens YoY revenue growth in branded generics markets 

 of Asia/Africa markets. 

 AJP indicated US sales run-rate to be stable for 2HFY24 (INR4.5b in 1HFY24). 

 AJP guided for EBITDA margin to be 26% for FY24. 

 AJP launched 10 products, including 4 products which are first to launch in 

 DF market. 

 AJP witnessed high single-digit price erosion in US base portfolio. 

 Reduced international logistics cost led lower other expenses for 2QFY24. 

 However, increased marketing expenses would keep opex at a higher level in 

 2HFY24. 

 AJP launched 2 ANDAs in 1HFY24 and intends to launch 3-4 ANDAs in the 

remaining FY24  

 In the DF segment, AJP achieved a YoY growth of 6%/5%/3% in 

volume/price/new launches for 2QFY24.  

 The ETR would be 25% for FY24.  

 AJP garnered INR450m in the trade generics segment for the quarter.  

 Capex for 1HFY24 was INR460m and AJP guided for INR1.5b capex for FY24. 

  

 
 

Alembic Pharma Neutral 
Current Price INR 743   

 ALPM added a new division in animal health business, and its benefits would be 

reflected in coming quarters. 

 ALPM filed two ANDAs and received six approvals in 2QFY24. ALPM launched 

three products in US generics segment in 2QYF24. It intends to file about 15 

products on annualized basis. 

 ALPM launched two general injectable products and a couple of products on the 

onco-injectables front. 

 The shortages in dermatology products helped ALPM gain business in 2Q. 

 ALPM indicated high single digit to low double digit YoY growth in DF segment 

for FY24.  

 2QFY24 other expenses to be considered as the base going forward with some 

reduction due to lower marketing spending.  

 12MW solar plant has been commissioned and the effect to be seen in 3QFY24.  

 The price erosion in injectable products is relatively lower compared to oral 

solids.  

 

Alkem Labs Neutral 
Current Price INR 4,490  

 ALKEM raised its EBITDA margin guidance to 16.5% from 16.0% for FY24. 

 Moderation in RM costs and reconfiguration of the US generics portfolio 

enabled better margins for the quarter. 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Alembic_Pharma_Q2FY24.pdf
http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/AJP_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/AJP-20231031-MOSL-RU-PG010.pdf
https://ftp.motilaloswal.com/emailer/Research/ALPM-20231107-MOSL-RU-PG010.pdf
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 ALKEM is now open to M&A opportunities in the DF segment (had surplus cash 

of INR29b at end-2QFY24). It would look at chronic portfolio/consumer 

healthcare segments for inorganic growth opportunities. 

 Given that there was a small element of seasonality in the US generics, the 

scope of sustainability is higher in sales going forward. 

 The pricing deflation remained in mid-single digit in the US generics. 

 

 During the quarter, it received four ANDA approvals including one tentative 

approval. It intends to file 8-9 ANDAs vs. 1 filed in 1HFY24.  

 The DF segment growth was muted by the sporadic and delayed monsoon. The 

performance is expected to be better in the coming quarters.  

 The expansion in field force to 12k is largely done in the DF segment. Focus is 

now on improving the productivity.  

 ALKEM reduced the ETR guidance from 18% to 12-15% for FY24. The Sikkim site 

benefit is expected to continue until Mar’26.  

 
 

Apollo Hospitals Buy 
Current Price INR 5,464  

 While the overall IP volume growth was 5% YoY for the quarter, the surgery-led 

volume growth was 7% YoY.  

 The Hospital margins were offset to some extent by doctor acquisition costs/ 

marketing expenses.  

 With growing demand for beds, APHS is refurbishing some genera ward beds to 

private and semi-private to improve the realization per bed.  

 Healthco witnessed lower losses on account of a reduction in digital operating 

costs and a rise in operational revenue coming from the Pharmacy distribution.  

Other operational highlights  

Hospitals segment (53% of sales)  
 In 2QFY24, ARPOB grew 14% to INR57k, and occupancy was stable YoY at 68%. 

Total operating beds declined 1% YoY to 7,765.  

 In metro cities, APHS had 4,570 operating beds with an ARPOB/occupancy of 

INR69k/66%. In non-metro cities, APHS had 3,195 operating beds with an 

ARPOB/occupancy of INR40k/63%.  

Healthco (offline/online pharmacy and Apollo 24/7; 40% of sales)  
 In 2QFY24, 98 net new stores were opened, taking the total count to 5,671.  

 GMV of Apollo 24/7 was INR7.3b (up 147% YoY, 16% QoQ).  

 In 2QFY24, EBITDA losses witnessed a 32% decline QoQ to INR387m. This was on 

account of a reduction in digital operating costs and an increase in operational 

revenue coming from Pharmacy distribution.  

 It expects to breakeven in 4QFY24 (post-ESOP).  

 
AHLL (7% of sales)  
 Diagnostics revenue (ex-Covid) grew 34% YoY in 2QFY24, and core revenue of 

Primary care was up 23% YoY during the quarter.  

 The Diagnostics business added more than 400 collection centers, taking the 

overall network to 2,050 centers spread across ~260 cities.  

 It plans to reach more than 3000 collection centers by FY24.  
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Bed expansion plans over the next three years  
 APHS entered into a binding agreement for a 250-bed new hospital asset in 

Pune, expandable to 425 beds. The total capex will be INR6.8b.  

 It is expected to be commissioned in 1QFY25. With this expansion, Apollo will 

have over 1,000 beds in Maharashtra, including Mumbai, Pune, and Nashik.  

 Additionally, in 3QFY24, APHS expanded its footprint in East India by acquiring a 

partially built hospital in Kolkata with a total capacity of 325 beds. With this 

acquisition, Apollo now has five hospitals in Eastern India with a total bed count 

of over 1,800 in the region. It plans for additional 700 beds over the next three 

years, bringing the total bed count in the region to 2,500.  

 APHS remains on track to add 2,860 beds across eight locations at a capex of 

INR34b over FY24-27E.   
 

Aurobindo Pharma Neutral 
Current Price INR 1,027  

 ARBP remains on track to achieve a 20%+ EBITDA margin for FY24. 

 The overall Eugia sales for the quarter stood at USD127m, and remain on track 

to achieve USD560m for FY24E. 

 There is a potential for the generic injectable business’s quarterly sales run rate 

to reach USD90m from the current rate of USD81m. 

 The demand for its products in the US generics market remains stable and 

subject to a lower intensity of price erosion.  

 G-Revlimid sales would be reflected from 3QFY24 onwards  

 The trial run for the Pen-G project would be initiated in Jan/Feb’24.  

 The R&D spending for 2HFY24 is expected to be INR7b-INR7.5b  

 ARBP has filed one biosimilar product for the EU market and is on track to file 

the remaining two by Jan’24.  

 While ARV business was strong in 2QFY24, it indicated the quarterly run-rate to 

be USD25m going forward  

 ARBP filed 10 ANDAs in FY24. It received 15 approvals and launched 19 ANDAs 

in 2QFY24.  

 The impairment assessment led to a higher provision in depreciation for the 

quarter.  
 

Biocon Neutral 
Current Price INR 234  

 BIOS reduced the revenue growth guidance in the generics segment to low 

 double digit/high single digit for FY24. 

 This is largely due to pricing pressures coupled with the phasing of supplies 

 due to planned shutdown. 

 The adoption of b-adalimumab biosimilar has been slower than anticipated, 

thereby affecting the off-take of the product for BIOS as well.  

 The market share of Fulfila/Ogivri/Semglee has reached 19%/12%/11% at the 

end of 2QFY24.  

 It remains on track to integrate Viatris operations.  

 CVS Caremark as well as one of the largest Medicaid managed care organization 

in the US has added unbranded b-adalimumab in the formulary list. This is 

expected to improve the off-take of b-adalimumab.  

 The net R&D investment was NR2b and formed 11% of Biocon biologics revenue  
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 Process validation has been completed at immunosuppressant API facility in 

Visakhapatnam. Commercial supplies would be started FY25 onwards, subject to 

successful regulatory approvals.  

 

Cipla Buy 
Current Price INR 1,254   

 CIPLA has raised its EBITDA margin guidance to 23-24% (vs. 22-23% earlier) for 

FY24. 

 It expects to sustain the US sales run rate at USD220-225m in 3QFY24. 

 CIPLA has one peptide launch lined up in FY24. The product has a market size of 

USD300m and already has some competition in US generics market. 

 The company expects 5-year sustainable growth of 12% for India business. 

 CIPLA has completed clinical trials for g-Symbicort and the filing is expected in 

3QFY24. 

 CIPLA has garnered a market share of 28%/12.9% in lanreotide/albuterol in US 

generics market.  

 It expects market share gain in coming quarters for g-leuprolide.  

 The consumer healthcare business witnessed a slowdown in 2Q, mainly due to a 

weak season.  

 PLI benefits are reflected in other operating income and increased QoQ.  

 Impairment charge was due to one of the domestic units and testing for one of 

the products for US market.  

 

Divi’s Lab Neutral 
Current Price INR 3,721  

 On Ex-COVID basis, the YoY sales growth was at a healthy double digit for the 

quarter. 

 The generics: CS ratio was 60:40 for the quarter. This implies 5% YoY growth in 

the generics segment for the quarter. 

 While volume growth was robust in the generics segment, the pricing pressure 

negatively impacted YoY sales growth of this segment. 

 The nutraceutical sales were INR2b during the quarter, up 11% YoY. 

 The commercial benefits from the two major CS projects are anticipated to 

materialize starting 2HFY24 onwards. 

 The capex at Unit 3 is progressing well and the production is expected to 

commence from 1QFY25. This would also increase operational cost for DIVI.  

 DIVI had 87% of the business from exports. US/EU contributed 68% of exports.  

 Overall CWIP FY24 till date was INR4b.  

 It has a cash of INR36b at the end of 2QFY24.  
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Dr. Reddy’s Labs Neutral 
Current Price INR 5,646  

 Management guided for 25-30 launches in FY24 and about 65-70 launches 

 over the next three years. 

 DRRD will launch b-Rituximab through a partner in FY25. The biosimilar 

 portfolio launch (without a partner) would commence from FY27 onwards. 

 Adjusting for the impact of NLEM and discontinued products, India segment 

 grew in mid-single-digit YoY for the quarter. 

 Management expects the India segment to reach double-digit growth in 

4QFY24.  

 DRRD has a sales force of 6K people to cater to the domestic formulation 

market.  

 It expects the contribution from PLI scheme to be sustainable going forward.  

 DRRD recently forayed into e-commerce for Nutraceutical, and OTC products.  

 In China, the company expects to launch 15-18 new products. DRRD anticipates 

China to contribute meaningfully from FY25 onwards.  

 DRRD is working on addressing the observations issued by the USFDA on its 

biologics facility.  

 Its R&D expense stood at INR5.5b (7.9% of sales).  

 DRRD expects ETR to be 24-25% for FY24.  
   

Eris Life Science  Neutral 
Current Price INR 930  

 ERIS has maintained its revenue guidance of INR20b-INR21b and EBITDA 

guidance of INR7b-INR7.1b for FY24.  

 ERIS has approval for two combinations (Gliclazide-Dapagliflozin and Gliclazide-

Sitagliptin) and would be launching soon.  

 It also relaunched brands, Linares and FCM, in 2QFY24.  

 Within Derma-cosmetology space, it has launched Hydroheal, Nova, Efatop 

Hydra and Crisanew in 2QFY24.  

 The injectable anti-diabetes franchise had revenue of INR190m in 1HFY24 and is 

on track to achieve INR500m in FY24.  

 ERIS has signed a definitive agreement with Biocon to purchase nephrology and 

dermatology business for a consideration of INR3.6b (including net working 

capital). The transactio n is expected to be closed by end-CY23. 

 The current sales of this business stands at INR1b (INR650m – nephrology; 

INR350m – dermatology). This deal provides ERIS an entry to the nephrology 

division and enhances its portfolio in dermatology therapy. The business has 

EBITDA margin of 20%, which ERIS aims to increase to 30% in FY25. 

 The deal is valued at 3.6x EV/sales and 12x EV/FY25 EBITDA. The valuation is 

decent, compared other deals in this space. 
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Gland Pharma  Buy 
Current Price INR 1,658  

 Out of total 14 launches in the US market, four were new to market, while the 

remaining were relaunches. 

 Excluding Cenexi, GLAND achieved EBITDA margin of 34% and expects to sustain 

it at 30-32%. 

 Over the next 12-18 months, the company plans to invest EURO60m in Cenexi to 

improve its capacity and operational efficiency. 

 The profit share stood at 11% of standalone revenue in 2Q. 

 GLAND, along with its partners, filed 1 ANDA and received 5 approvals in 2Q. 

 The management expects near-term EBITDA margin of 13-15% for Cenexi. With 

GLAND’s efforts, Cenexi’s profitability is expected to improve gradually over the 

medium term.  

 In 1HFY24, the company has filed one FTF product, which has a market size of 

USD170m.  

 Further, GLAND expects to submit two more complex products soon.  

 It continues to evaluate biologics CDMO opportunities.  

 Cenexi facilities were not operational for four weeks due to the annual summer 

shutdown. This led to an operating loss of INR270m for the quarter.  

 

 

  

Global Health Buy 
Current Price INR 894  

 The ARPOB of developing hospitals has been largely stable YoY as there has not 

been any tariff hike at Lucknow over the past four years. Further, the recent 

viral infection has been ARPOB dilutive.  

 INR700m-INR1b capex would be spent on medical equipment infrastructure and 

technology advancement at its Gurgaon facility.  

 Volume growth was due to the increase in new beds last year, new talent pool, 

and seasonality.  

 Medanta recruited 215 doctors on an overall basis over 1HFY24 to meet clinical 

talent requirements.  

 Four operating theatres are added at the Patna facility and one operating 

theatre in Lucknow.  

 Medanta to increase 40-50 ICU care beds in Patna in the coming quarters.  

Other operational highlights  
 In 2QFY24, ARPOB grew 4.8% to INR61K, driven by an increase in tariffs at the 

Gurgaon unit and growth in Lucknow and Patna.  

 Mature hospitals revenue grew 19.5% YoY to INR6b (72% of sales), while 

developing hospitals revenue grew 40.3% YoY to INR2.6b (28% of sales).  

 Mature hospital EBITDA stood at INR1.5b with margins expanding 260bp YoY to 

25.5%.  

 Developing hospital EBITDA stood at INR897m with margins expanding 430bp 

YoY to 33.9%.  

 International patients’ revenue increased 20% YoY to INR507m, driven by higher 

volumes and realization.  
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 ALOS stood at 3.1 days (vs. 3.2/3.1 days in 2QFY23/1QFY24)  

 IPD/OPD volume increased 19.4%/23.2% YoY.  

 OPD Pharmacy revenue increased 39% YoY to INR298m.  

 Debt repayment stood at ~ INR4b in 1HFY24.  

 Net Cash surplus stood at INR6b at the end of 2QFY24.  

 A total capex of INR1.3b was expended from during Apr to Sept’23, with 

INR310m allocated specifically for the development of the Noida hospital.  
  

Glenmark Pharma Neutral 
Current Price INR 778  

 The supply disruption due to remediation work hit the US generics for the 

quarter. Management expects the US generics sales to revive in the coming 

quarters. 

 There is a considerable scope to improve profitability in FY25 aided by reduced 

innovation-led R&D spending, improved operating leverage from Ryaltris 

business, and start of the US business from Monroe facility. 

 GNP may receive a PLI scheme benefit of INR800m in 2HFY24.  

 Muted flu season, divestment of brands, NLEM price impact, and slower growth 

in Derma, Respiratory and Acute segments dragged the overall growth of India 

Business (DF).  

 Glenmark Life Sciences (GLS)’s transaction to be completed by 3QFY23, subject 

to regulatory approvals.  

 GNP has given a capex guidance of INR6-7b in FY24.  

 R&D investments to be 8.0-8.5% of sales.  

 Net debt at INR33.5b, rose INR4.5b in 1HFY24 largely due to DOJ settlement 

payment and remediation measures.  

 Remediation cost for the quarter was at INR260m.  

 GNP filed two ANDAs in 2QFY24 and 51 ANDAs are pending for approval now.  

 

Granules India Buy 
Current Price INR 367  

 The 11% YoY growth in US sales was largely due to increased business from 

 existing products. GRAN indicated about 7 launches in 2HFY24, which should 

 drive further growth momentum in the US. Inventory build-up is largely to 

 cater to US business. 

 The DCDA pilot plant is expected to be completed by 4QFY24. 

 The project related to PAP is expected to be completed by FY25. 

 The price erosion has impacted business in EU for the quarter. 

 GRAN has spent INR1.8b on capex for 1HFY24 and intends to spend INR4b in 

 2HFY24. 

 Net debt has increased to INR9.9b, up INR1.3b in 1HFY24.  

 GRAN has 59 approved ANDAs and 10 await approval.  

 The employee cost was higher in 1HFY24 due to the commissioning of MUPS 

block and Virginia packaging facility.  
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Laurus Labs Buy 
Current Price INR 374  

 LAURUS reiterated that FY24 is the year of consolidation. The sales run-rate 

would improve as animal health contract, generics and biotech business are 

expected to scale up going forward. 

 Due to regulatory setback faced by competitors, the onco-API business has seen 

improved prospect s. The sales run-rate observed in 2Q is expected to sustain in 

the coming quarters as well.  

 The Non-ARV formulation sales stood at INR1.1b for the quarter, up 12% YoY. 

 The ARV business (FDF+API) formed 49% of 2QFY24 sales. The Non-ARV 

formulation sales stood at INR1.1b for the quarter.  

 With marketing approval granted by CDSCO for CAR-T cell therapy, LAURUS 

intends to file for the Mexico market. LAURUS also has work-in-progress for a 

licensing deal specifically targeted for the EU market.  

 LAURUS expects the bio division to generate INR900m in revenue for 2HFY24. 

 In 1HFY24, the company has filed 1 ANDA. 1HY24 Developed Market filings: 5 

product dossiers were filed and a total of 4 approvals received (including 

Tentative approvals).  

 LAURUS filed 3 DMFs during the quarter in the non ARV segment.  

 Capex for the quarter stood at INR1.8b and for 1HFY24, it was INR3.8b.  

 Commercial Validation of Products at Animal health site will be initiated in 

2HFY24. R&D site will be ready by FY24.  

 The capacity for biotech business is optimized and commercial benefit is 

expected from Dec’23.   

Lupin Sell 
Current Price INR 1,222  

 LPC guided that the quarterly US sales run-rate to be USD200m+ going forward. 

 The 3QFY24 sales of g-Spiriva could be lower due to channel filing done during 

its launch. 

 LPC guided for an 18% EBITDA margin during 2HFY24. 

 The substitution rate of Spiriva in terms of generic prescriptions is 25% now. 

 LPC is on track to file Risperidone consta in Nov’23, and expects to launch the 

same in FY26, subject to timely approval. 

 The in-licensed portfolio formed 13% of domestic formulation (DF) sales in 

2QFY24 vs 15.5% in FY23.  

 Non in-licensed portfolio in DF grew 9.2% YoY vs. industry growth of 7% YoY.  

 The price erosion in the US generics market is about mid-single digit for the 

quarter.  

 R&D spending is expected to be INR15b-INR16b for FY24.  

 LPC is expected to send an update on measures with respect to its Pune facility 

by Mar’23, and then follow up for the approval of Pegfilgrastim.  

 LPC would be launching g-Revlimid in FY26E.  
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Max Healthcare Buy 
Current Price INR 604  

 MAX is on track to start Max Dwarka (300 bed) hospital by 4QFY24. 

 The improvement in case mix has led to better realization from CGHS patients 

(up 28% YoY) for the quarter. 

 Typically, 2H is better than 1H for MAX. 

 MAX continues to evaluate inorganic opportunities and something can be 

expected over t he near term. 

 Shalimar bagh hospital is running with 78% occupancy (including recent bed 

additions) and at much superior profitability. 

 The company has planned to add ~300 beds by the end of FY24 and an 

additional 819 beds by the end of FY25. Particularly, excavation work has been 

completed at Nanavati and Gurgaon, while excavation work at Mohali is 

underway. At Max Smart/Saket, the relocation of trees is proceeding as 

scheduled, and construction for the project is set to commence in Dec’23.  

 International patients formed 9%/5% of revenue/bed share for the quarter.  

 Out of incremental 2,700 beds, Dwarka, Mohali, and Gurgaon (cumulative 1000 

beds) do not have any EWS obligation.  

 

 

 

Piramal Pharma Buy 
Current Price INR 120  

 PIRPHARM expects revenue growth in high-teens in 2HFY24. 

 It expects gross margin of 64-65% in FY24 

 The company witnessed 40% higher orders (development and new commercial 

orders) in 1HFY24 vs. 1HFY23. 

 PIRPHARM also saw better demand for its generic APIs during the quarter. 

 PIRPHARM is expanding capacities to meet demand for Inhalation Anesthesia 

(IA) products. It is building a pipeline of 28 products at various stages of 

development.  

 It launched 7 products and 2 SKUs in ICP segment during 2QFY24. E-commerce 

grew 34% YoY and formed 16% of ICP sales for the quarter.  

 The company successfully completed a rights issue of INR10.5b and reduced its 

net debt to INR38b.  

 USFDA concluded its inspection at the Bethelem facility with two observations. 

Both the observations are related to system improvements.  

 Power Brands in ICP segment (Littles, Lacto Calamine, Polycrol, Tetmosol and I-

range) grew 15% YoY in H1FY24 and contributed to 42% of ICP sales in 2Q.  

 It expects ETR to be around 25%.  
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Sun Pharma Buy 
Current Price INR 1,202  

 While specialty sales have been stable for three quarters now, the prescription 

trends in the US continue to gain momentum for Ilumya, Cequa and Odomzo. 

 SUNP indicated an increased prescription scope for Winlevi as well going 

forward. 

 Taro has maintained its continuity in business despite a critical situation in 

Israel. 

 The YoY growth in the DF segment has been majorly driven by volume and 

partly supported by new launches/price hikes. 

 SUNP has maintained its R&D guidance of 7-8% for FY24. 

 The dispatches from Mohali have resumed post-implementation of the 

corrective measures. 

 SUNP launched three ANDAs in the US market during the quarter. 

 SUNP repaid debt to the tune of USD580m over the past six months. 

 Specialty R&D formed 38% of the total R&D expenditure for the quarter 

 Deuruxolitinib is filed with the USFDA using CMO site for manufacturing. 

 Deuruxolitinib needs to be given on a continuous basis as part of the treatment. 

 

 

 

Torrent Pharma Neutral 
Current Price INR 2,119   

 The price/new launches/volume growth for 12M ending Sep’23 were 

7%/3.5%/1.5% in the domestic formulation market. The medium-term 

sustainable industry growth is expected to be 7-8%. 

 TRP grew 22-25% YoY in the trade generics segment. 

 TRP indicated the potential for further margin improvement in the Curatio 

portfolio. 

 The mid-single digit to high single-digit price erosion continues in the base 

portfolio for TRP in the US generics segment. 

 TRP delivered 13% CC growth vs. 8% YoY industry growth in the Brazil market. 

 TRP experienced 8% CC growth in the Germany market during the quarter. The 

business is expected to gain momentum in 4QFY24 due to the fulfillment of 

specific tenders.  

 TRP indicated US base business to be USD32-35m per quarter.  

 TRP added 26 medical representatives in the CNS segment in Brazil, totaling to 

206. It has 113 medical representatives in the CVS segment for the Brazil 

market.  

 TRP would be launching four more products in the Brazil market in the 

remaining Y24.  

 TRP witnessed robust traction in the Sitagliptin franchise, positioning it as a 

potential candidate to achieve the fastest INR1b revenue milestone in the DF 

market for TRP.  
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Results Update 
 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Sun_Inds_Q2FY24.pdf
http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Torrent_Pharma_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/SUNP-20231102-MOSL-RU-PG010.pdf
https://ftp.motilaloswal.com/emailer/Research/TRP-20231025-MOSL-RU-PG010.pdf
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Zydus Lifesciences Neutral 
Current Price INR 639  

 New launches and market share gain would drive double-digit YoY growth in US 

sales for Zyduslife in FY24. 

 g-Revlimid business would be 1Q/4Q phenomenon in FY24/FY25. 

 At least one exclusive transdermal product is expected to be launched in the US 

generics market over the next three years. 

 Its recently acquired business, Liqmeds, would have cost+mark-up 

manufacturing as well as profit-share/milestone income. 

 The recently acquired Liqmeds has 16 products approved in the UK and about 

five 505B2 products approved in the US.  

 ZYDUSLIF garnered benefits of INR400m in 2QFY24 under the PLI scheme.  

 Excluding R&D costs, other expenses to be considered on the quarterly basis 

would be INR8.5-INR9b vs. INR7.5b for 2QFY24.  

 Going forward the focus of R&D spending would be more on the NCE program 

than generics.  

 ZYDUSLIF intends to grow in line with the market in the DF segment. It would 

add field force in FY25 to strengthen growth momentum in this business.  

 
 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Zydus_Life_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/ZYDUSLIF-20231107-MOSL-RU-PG010.pdf
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 In the Logistics space, demand kicked off with the onset of the festive season. Though the delay of the festive 

season by a month impacted economic activity during 2QFY24, the same is expected to reflect positively in 
3QFY24. Managements expect improvement in operational performance in 2HFY24 with stable operating 
costs ahead and a continued focus on capacity enhancement.  

 In the long term, companies remain optimistic on sector growth, driven by the benefits of e-way bills, GST 
implementation, the expansion of routes on the Dedicated Freight Corridor (DFC), and the enhanced 
connectivity of major ports. These factors are expected to steer businesses towards the organized sector. 

 

KEY HIGHLIGHTS FROM CONFERENCE CALL  
 Outlook for FY24 2QFY24 highlights 

   With the completion of the Karaikal acquisition along with 
the newly acquired Haifa port, which managed ~6.6 MMT in 
1HFY24, management continues to remain optimistic about 
achieving its higher end of FY24 cargo guidance of 380-390 
MMT. 

 FY24 capex is likely to be ~INR450b, keeping the leverage 
ratio at 2.5x and cash position at INR80b at end-FY24. 

 During 2QFY24, APSEZ recorded ~17% YoY growth in 
cargo volumes to reach 101.2 MMT (flat QoQ). 

 In 2QFY24, port revenues grew 13.3% YoY to INR50.5b. 
EBITDA margin in the Ports business stood at 72% in 
2QFY24 (69% in 2Q FY23).  

 Logistics revenue grew 34% YoY to INR4.8b. EBITDA 
margin in Logistics was at 30% (vs. 32% in 2QFY23). 

   The surrendering of one terminal in 2QFY24, along with an 
anticipated surrender of another in the next quarter, is 
projected to lead to an LLF provisioning of INR 4.5b 
for FY24 and FY25 

 The FMCG sector will be a key focus area, and trials have 
been conducted with Coca-Cola. Increased FMCG share is 
expected to lead to improved domestic business margins, 
with a projected 25% YoY in domestic volumes for FY24. 

 Strong operating performance due to higher EXIM 
revenue and lower LLF led to 18% YoY growth in PAT 

 DFC connecting JNPT to Dadri (NCR) became 
operational in May’23. This development allowed the 
company to redirect a significant portion of business 
from road to rail. 

 Land License fee for 2QFY24 stood at INR850m. 

  Management aims to boost LTL share to 40% by FY25 to 
generate improved margins. 

 Revenue and PAT growth guidance of 10-15% retained for 
FY24; EBIT margin to remain stable in FY24. 

 The Seaways division is expected to witness flat growth as it 
is operating at near full capacity, which would lead to flat 
volume growth. 

 TRPC entered into an agreement to buy two new ships 
of ~7,300 MT each for a consideration of USD34m 
(~INR2.7b). These vessels are slated for delivery on or 
before 30

th
 Jun’26 

 The Supply Chain division maintains growth via client 
focus; targeting 20% growth in FY24E. Freight division's 
1HFY24 LTL/FTL split stood at 36%/64%. 

  B2C is experiencing a faster rate of growth. Surface express 
serves as a growth driver for the company, with a 
significantly better growth than air express. 

 There was a disconnect between movement of ATF price 
and Brent prices last year which impacted margins. The 
same has been negotiated with customers now and the 
impact of this disconnect is expected to be minimal 

 BDE handled 0.3 m tonnes of cargo volume (+4% YoY) 
while the realization dipped ~4% YoY to INR 43.1/kg on 
higher share of surface express during the quarter.  

 The induction of two aircraft has been successfully 
completed, and they have been in operations 
throughout 2QFY24.  

  The B2B express business delivered a subpar performance 
in 2QFY24. MLL plans to achieve an EBITDA breakeven as 
volume growth improves. It is targeting a 5% MoM volume 
growth through 2HFY24. E-commerce expected to grow 25-
27%, especially in smart grocery. 

 MLL targets 18% ROE by FY26; it emphasizes mid-teens 
growth in 3PL, and is aiming for INR65b 3PL revenue 
through extensive network expansion. 

 The company’s EBITDA and PAT were hit by MLL 
Express’s weak performance (Rivigo B2B express 
business). The division reported an operating loss of 
INR244m during 2QFY24 

 During 1QFY24, Freight Forwarding reported revenue 
of INR540m (-49% YoY); Express Logistics posted 
revenue of INR880m (+74% YoY), and Last Mile clocked 
revenue of INR490m (+11% YoY). 

  Volumes were impacted by the shift of festival-linked 
demand to Oct’23. Hence, 3QFY24 is expected to witness 
strong volume growth. 

 The management will take a price hike of 2% in FY24. 
 The company targets to achieve an annual margin 

expansion of 100bp, with efforts to improve margins by 
around 75-80bp in FY24.  

 Revenue grew 3% YoY to ~INR3.2b. Volume was at 
0.25m tonnes (+2% YoY), while realization rose ~1% 
during the quarter. Volumes were hit by the shift of 
festival-linked demand to Oct’23. EBITDA for the 
quarter stood at INR505m with a margin of 15.8%.  

 Value-added services contributed ~17% in 2QFY24, up 
from 15.5% in 2QFY23 

  VRL is looking to increase freight rates by 5-10% in 3Q for 
contractual customers, which account for ~20% of tonnage. 

 FY24 capex is pegged at INR3.5b for the purchase of trucks. 
 Tonnage growth is projected to be around 13% in FY24 

(16% in 2HFY24). For FY25, tonnage growth is expected to 
be ~15%. 

 VRL Logistics (VRL)’s 2QFY24 revenue grew 8% YoY/5% 
QoQ to ~INR7.1b (est. INR7.4b). Volumes increased by 
8% YoY to 1.04m tons in 2QFY24; however, they were 
affected by the delay in the festive season by a month. 

 EBITDA margins stood at 12.9% (est. 15.3%), affected 
by lower volumes, an increase in bulk fuel prices, and 
higher freight, handling, and servicing costs.  
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Adani Ports & SEZ Buy 
Current Price INR 801  

Operational highlights  

 In 2QFY24, Port revenues grew 13.3% YoY to INR50.5b. EBITDA margins stood at 

72% in 2QFY24 (69% in 2QFY23).  

 Logistics revenues grew 34% YoY to INR4.8b. EBITDA margins stood at 30% in 2Q 

FY24 (32% in 2QFY23).  

 Net Debt stood at INR387b at the end of 2QFY24 (INR399b at the end of FY23). 

The net debt to EBITDA ratio improved to 2.8x as of Sep’23 from 3.1x as of 

Mar'23. The debt reduction is in line with focus to reduce leverage.  

 Container cargo experienced an 18% YoY growth in 1HFY24, followed by dry 

cargo at 10%, and liquid & gas at ~21% YoY. Market share in containers has seen 

a significant increase.  

 Logistics rail volumes saw a 25% YoY increase, totaling 0.28m TEUs in 1HFY24 

(0.13m TEUs in 1Q FY24).  

 All equipment is expected to be brought to the Vizinjham port by March'24 and 

full-fledged operations at the port are slated to commence in 2HFY25.  

 Haifa port successfully managed 6.3 MMT of cargo in 1HFY24 and 1.1 MMT in 

Oct’23. There has been no noticeable slowdown in the traffic flow at the Haifa 

port, located in the northern region of Israel. The port continues to attract 

diverted traffic, ensuring stable volume levels. APSEZ is making significant 

progress in realizing its goal of achieving volume growth at the Haifa port.  

 The one-time tax impact in P/L is a non-cash item and will not have any impact 

on the cash position of the company. The company will continue to enjoy a 25% 

tax rate indefinitely, which will contribute to generating more cash.  
Port Vertical  

 The volumes at the Mundra Port experienced 14% YoY growth, driven by an 

uptick in cargo across various categories. This increase, combined with a 10% 

YoY improvement in realizations, contributed to the rise in both revenue and 

EBITDA during the quarter. Additionally, the EBITDA margins saw an 

improvement, reaching 69% in 2QFY24, compared to 61% in 2QFY23.  

 Non-Mundra domestic ports experienced a 15% YoY increase in volumes, while 

Mundra volumes saw a 6% YoY rise. Furthermore, the proportion of non-

Mundra domestic ports in the overall cargo distribution increased to 56% in 

1HFY24 from 54% in 1HFY23.  

 The EBITDA margin in the ports business saw a notable expansion, increasing by 

220bp to ~72%, driven by improved realization and enhanced operating 

efficiencies.  

 Hazira port has added new services and is experiencing an all-time high demand. 

Also, New services are being introduced at the Kattupalli port.  
Logistics Business  

 Adani Logistics Ltd (ALL) achieved its highest-ever half-yearly Rail and GPWIS 

volumes in 1HFY24, setting a new record for YTD performance from April to 

October 2023.  

 Logistics rail volumes demonstrated a substantial growth of 25% YoY, reaching 

0.28m TEUs. GPWIS cargo volumes experienced a significant 42% YoY growth, 

totaling 8.9 MMT.  

 The total number of rakes in 1HFY24 increased to 104 (93 rakes at the end of 

Mar’23) and is further expected to rise to 128 by the end of FY24.  

 The total warehousing capacity in 1HFY24 expanded to 2.4m sq. ft. through the 

inclusion of warehouses in NRC and Indore.  

 During the quarter, there was a notable increase of 9 trains in traffic.  

Click below for  
Results Update 

 

https://ftp.motilaloswal.com/emailer/Research/ADSEZ-20231109-MOSL-RU-PG012.pdf
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 The count of Multi Modal Logistics Parks (MMLP) has risen to 10, following the 

inclusion of Loni ICD. It is expected to further increase to 12 by the end of FY24 

with the addition of Valvada ICD and the commissioning of Virochannagar 

MMLP.  

 By the end of FY24, with the commissioning of Samastipur and Darbangha agri 

silos, APSEZ’s total silo capacity is projected to grow to 1.2 MMT.  
Guidance  

 The projected cargo volumes in FY24 are estimated to range from 370 to 390 

MMT, leading to revenues of INR 240-250b. APSEZ expects to reach the higher 

end of this range.  

 EBITDA is forecasted to be in the range of INR 145-150b.  

 Capex for FY24 is projected to be ~INR 450b, keeping the leverage ratio at 2.5x 

and a cash position of INR 80b at the end of FY24.  

 On YTD basis (Apr-Oct’23), APSEZ has handled 240 MMT of cargo vis-à-vis its 

FY24 guidance of 370-390 MMT. The company is targeting 500 MMT of cargo 

volumes by the end of CY25, and the company is on track to achieve this goal.  
 In the international market, the company is exploring high-growth countries and 

seeking partnerships/JVs in countries where APSEZ can enhance trade routes 
and establish India as a significant trading partner. High-growth countries of 
interest include Vietnam, Bangladesh, and Eastern Africa.  

 

Blue Dart Express Buy 
Current Price INR 6,715  

Volume:  

 The induction of two aircraft has been successfully completed and they have 

been in operation throughout 2QFY24. There are plans to incorporate a new 

location, Guwahati, into the network, which is expected to contribute additional 

volumes to the company.  

 One of the aircraft was undergoing maintenance during the quarter. It has now 

been inducted back into the fleet.  

 The Air to Surface Express ratio was similar to the last quarter.  

 Surface Express is experiencing faster growth, and the documents business is 

also showing a notable increase in growth rate.  

 The DGCA data pertains to air cargo, while BDE's business focuses on Air Express 

cargo. Therefore, comparing DGCA's air cargo data to express volumes is not the 

appropriate method for assessing market share gain/loss for BDE. The 

company's market share in Air Express volume has seen a YoY improvement, as 

per studies conducted by BDE.  
Operations  

 The annual price hikes (post-discounts) are certainly offsetting the inflationary 

pressures.  

 The discounts offered in Sep-Oct’23 are a regular occurrence each year. All the 

discounts apply to C2C shippers and not to B2B or B2C shippers. Discounts were 

therefore extended to a very small number of shippers.  

 B2C is experiencing a faster rate of growth. Surface Express serves as the key 

growth driver for BDE, with a notably better growth percentage than Air 

Express. This is led by improved infrastructure, the introduction of GST, e-way 

bills, etc.  

 Being in the express business, BDE provides its customers with mode-agnostic 

movement of goods. Some of the volumes are transported by rail, and as 

railway infrastructure improves, BDE will explore this opportunity on a larger 

scale than it currently undertakes.  

Click below for  
Results Update 

 

https://ftp.motilaloswal.com/emailer/Research/BDE-20231102-MOSL-RU-PG012.pdf
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 There was a disconnect between the movement of ATF prices and Brent prices 

last year, which impacted margins adversely. The same has been negotiated 

with customers now and the impact of this disconnect is likely to be minimal.  

 Usage of Belly Cargo capacity by BDE keeps varying depending on loads and 

hence, the share of Belly Cargo has little relevance.  
Documents business:  

 This segment has been a strong contributor for BDE for over 40 years, and it is 

how BDE started operations.  

 BDE holds the highest market share in the document logistics segment, far 

surpassing the nearest competition.  

 The company offers highly differentiated services in the document logistics 

space.  
Capex:  

 With volumes increasing in certain segments like Air B2C and Surface Express, 

there will be some expansion in facilities.  

 There is no immediate need to add more capacity in Air Express. More 

investment will be directed towards facilities, automation, and digitalization.  

 Capex will be in line with previous years, excluding aircraft additions.  
Guidance:  

 The initial start-up costs related to the new aircraft additions have been 

incurred in P&L and now incremental costs are all related to operations. PBT 

margin is also expected to be similar to that of the pre-Covid level.  

 Air cargo numbers for the country appear to be holding steady YoY. While both 

Air cargo and Air Express are maintaining single-digit growth, this is expected to 

continue due to the natural industry tailwind.  

 Despite the surface express industry being highly competitive and undergoing 

consolidation, BDE has managed to increase its market share. Surface Express is 

poised to be the growth catalyst, with anticipated double-digit growth.  

 Expectations are that Air Express volumes will rebound as manufacturing activity 

picks up and logistics infrastructure in the country improves. There is significant 

potential for growth across all areas of the logistics sector. The management is 

optimistic about all the segments in which BDE operates and is confident in 

increasing wallet share and market share in each business area.  

 The logistics industry is projected to grow in double digits, and there are clear 

signs that this festival season will surpass the performance of the previous year.   
 

Container Corp Buy 
Current Price INR 750  

Operational highlights  

 The LLF for 1HFY24 stands at INR 2.15b (compared to INR 1.91b in 1HFY23). 

Recently, one terminal was surrendered, and another will be partially 

surrendered in 3QFY24. Therefore, the LLF for FY24 and FY25 will be ~INR 4.5-

4.6b.  

 Rail freight margin during the quarter was 27% in 2QFY24, increasing from 

26.19% in 1QFY24.  

 CCRI’s market share in 1HFY24 at various ports is as follows: JNPT - 60%, Mundra 

- 36%, Pipavav - 45%.  

 Empty running costs in 2QFY24 stood at ~INR 1.2b (EXIM/Domestic: 

~INR0.314m/INR867m).  

 LNG trucks are operational, with 50 already in use, and an additional 50 trucks 

to be added.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/CCRI_Q2FY24.pdf
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 EXIM volumes increased due to the 1+1 scheme. In terms of EXIM volumes, 

imports continue to show strength and are expected to remain steady 

throughout the remainder of FY24. Conversely, exports face challenges due to 

geopolitical factors, leading to a weaker performance.  

 Significant emphasis has been placed on double stacking to enhance operational 

efficiency.  

 CCRI maintains a market share of 65-70% and is committed to avoiding low-

margin business. The primary focus is on delivering high-quality service to 

customers, with market share expected to remain at similar levels.  

 The DFC connecting Mundra to Dadri became operational in May’23. This 

development allowed the company to redirect a significant portion of business 

from road to rail.  

 For FMCG cargo, the company has ordered 1,000 containers with a height of 12 

ft. (height of normal container is ~8.6 feet). Of these, 180 containers have 

already been received. The FMCG sector will be a key focus area, and trials have 

been conducted with certain clients. Increased FMCG share is expected to lead 

to improved domestic business, with a projected 25% YoY in domestic volumes 

for FY24.  
Volumes  

 Total volumes increased 8% YoY to 1.23m TEUs with EXIM/Domestic volumes at 

0.97m/0.26m TEUs (up 4%/up 26% YoY).  

 Blended realization increased 3% YoY to INR17,797/TEU. EXIM/Domestic 

realization stood at INR14,888/INR28,605 per TEU (up 6%/down 9% YoY).  

 Originating volumes in 2QFY24 stood at 0.65m TEUs (EXIM/Domestic at 0.54/ 

0.11m TEUs).  
Capex  

 CCRI has already spent INR 2.8b in 1HFY24, with a total capex target of INR6b in 

FY24. This allocation will be directed toward enhancing the supply of containers, 

procuring new trains, and establishing new terminals.  
Guidance  

 In FY24, CCRI plans to procure 16 new high-speed rakes, of which, 7 have 

already been received. The commissioning of new terminals is also underway, 

with a specific focus on critical ones within this financial year.  

 Volume growth for FY24 is projected to be in the range of 12-15% with domestic 

shipment volumes projected to outpace EXIM volumes.  

 Domestic volumes are anticipated to continue their upward trajectory, as empty 

container movements have decreased, resulting in improved margins for 

domestic business operations, which are sustainable at 10%.  

 The company aims for a future EBITDA margin of 24-25%.  

 With improvements in DFC connectivity, rail’s share in cargo movement is 

expected to increase from the current 18-20% to 40%.   
  

https://ftp.motilaloswal.com/emailer/Research/CCRI-20231103-MOSL-RU-PG012.pdf
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Mahindra Logistics Neutral 
Current Price INR 368  

Industry overview  
 E-com volumes remained weak during the quarter. However, activity levels 

picked up towards the end of the quarter and volumes are expected to improve.  

 The consumer durables industry had a mixed quarter. The demand in the 

lighting segment was weak, as well as in the kitchenware market.  
Business update  
 SCM segment contributed 94% and Enterprise mobility segment contributed 6% 

to the company’s revenue in 2QFY24.  

 Supply Chain management recorded revenue of ~INR12.8b (+1% YoY) and an 

EBIT loss of INR91m. Volumes in the MLL express business rose 4% YoY in 2Q.  

 During 2QFY24, Freight Forwarding reported revenue of INR540m (-49% YoY). 

The freight forwarding business continued to face pressure due to lower ocean 

freight prices. Telecom business contracts were deferred by the customer during 

the quarter, but this business is expected to accrue to the company in 2HFY24. 

Further, some price increases in cross-border logistics are expected.  

 Express Logistics posted revenue of INR880m (+74% YoY). Revenue streams 

remained stable during the quarter, with a stable realization. MLL Express 

signed some new contracts during the quarter. Volume growth was lower than 

the expected recovery plan outlined in the last quarter. Management's primary  

 focus throughout the quarter was on improving service levels and utilization 

levels. As volumes increase in coming months, the losses would reduce. 

 Last Mile Delivery clocked a revenue of INR490m (+11% YoY). 

 During 2QFY24, the 3PL Contract Logistics business grew 4% YoY, driven by 

robust auto volumes from M&M. Auto and manufacturing constituted around 

68-70% of the contract logistics business. The contract logistics business secured 

an order intake of ~INR1b during the quarter. There was a consolidation of 

capacity in the mid-mile segment. 

 EMS reported revenues of INR863m (+37% YoY) and EBIT of ~INR9m. The 

mobility business is witnessing a significant increase in airport-based services. 

Domestic air passenger travel surged ~140% to nearly 113m passengers over 

Apr-Sep’23, indicating a robust upswing. With the ongoing festival season, an 

even greater increase in traffic is anticipated. 

 The EMS segment witnessed a notable increase in BFSI clientele. MLL is well-

positioned in the mobility sector, holding over 22% market share in the seven 

cities it serves. 
Other highlights 

 Commercial operations for air charter services were initiated in Dubai, with an 

anticipated uptick in this business in 2HFY24. The aviation traffic volume is 

expected to grow by 17%, which will positively impact the company's airport 

service business. 

 Warehouse space under management stood at 19.6m sq. ft. in the 3PL business, 

and expansions in Chakan, Kolkata, Nasik, and Guwahati are on track. 

 MLL launched 0.65m sq. ft. multi-client warehouse in Bhiwandi, Mumbai during 

the quarter to manage the fulfilment and distribution for automotive, e-

commerce and FMCG industries. 
Future growth 

 The B2B express business delivered a subpar performance in 2QFY24. MLL plans 

to achieve an EBITDA breakeven as volume growth improves. It is targeting a 5% 

MoM volume growth through 2HFY24. 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Mahindra_Logis_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/MLL-20231025-MOSL-RU-PG010.pdf


 

November 2023  170 

LOGISTICS | Voices 
 

 Management expects the e-commerce segment to grow in the range of 25-27% 

in the near term with faster growth likely from the smart grocery segment. 

 MLL aims for a revenue of INR100b and RoE of 18% by FY26, with a focus on 

growing the 3PL business in the mid-teens. This involves generating INR65b of 

revenue from the 3PL business as well as rapidly expanding its network services.  

 

TCI Express Buy 
Current Price INR 1,432  

Operational highlights  

 Revenue grew by 3% YoY to ~INR3.2b (+5% QoQ). Volume stood at 0.25m 

tonnes (+2% YoY). For 1HFY24, volume grew ~3% YoY (0.49m tonnes). TCIE took 

a 50bp price increase in 2QFY24, and the management aims to increase prices 

by 2% in FY24. Volumes could have been better but were impacted by a 15-day 

delay in festive season demand. These volumes would flow in 3QFY24.  

 Value-added services contributed ~17% in 2QFY24, up from 15.5% in 2QFY23. 

Air and rail express businesses are yielding higher margins compared to surface 

express business. The company aims to increase the contribution of value-added 

services to 25% by FY25.  

 Utilization level was ~84% in 2QFY24 and ~85% in Oct’23. TCIE aims to maintain 

85% level in FY24.  

 Net working capital days stood at 23 in 2QFY24 vs. 24 days in 2QFY23.  

 The board has announced an interim dividend of INR3/share for FY24.  

 Auto and Pharma industry contributed ~70-80% of revenue in 2QFY24, while 

lifestyle products and apparels contributed ~10-15%.  

 TCIE has appointed Hemant Srivastava as COO of the non-surface express 

business, including newly launched business verticals, to focus on value-added 

services.  
Margins & Capex  

 The management expects margin to be around 17.0% in FY24.  

 It focuses on margin stabilization through automation and network efficiency.  

 TCIE incurred a capex of INR210m in 1HFY24 and has guided for INR800m and 

INR1b of capex in F24 and FY25, respectively.  
Non-Surface Express Business  

 The contribution to revenue from newly launched services, particularly from rail 

express, has been steadily increasing.  

 TCIE has expanded its customer base notably in Rail express to 3,000 from 250 

and increased its presence to 125 routes from 10 routes since inception.  

 Margin in the cold chain business is in the range of 18-20%, and similar margins 

can be expected in FY24.  
Guidance  

 TCIE expects to register double-digit growth in revenue in FY24.  

 The management will take a price hike of 2% in FY24.  

 The company added 12 branches in 1HFY24, mainly in the west and northern 

regions. The management aims to open another 25 branches in 2HFY24 while 

taking a cautious approach. TCIE has added 450 branches in the past five years 

and aims to stabilize operations in these branches moving forward.  

 New value-added services are expected to contribute 25% to revenue, driven by 

rail express and cold chain.  

 There is a planned capex of INR5b in five years (FY23-FY28). It incurred capex of 

INR1.25b in FY23 and the remaining INR3.75b will be spent on automated 

sorting centers and the enhancement of automation/technological capabilities.  

 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/TCI_Exp_Q2FY24.pdf
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Transport Corporation of India Buy 
Current Price INR 860  

Industry trend  

 Demand has been soft overall in 1HFY24. TRPC expects demand to improve as 

2H is always better than 1H.  

 Headwinds related to geopolitical developments, a global recession in domestic 

manufacturing, distressed rural demand and a delay in private investments have 

affected the overall sector.  
Freight segment  

 Revenue grew ~3% YoY in 2QFY24, while EBIT margin stood at 3.4% (-70bp YoY 

and +10bp QoQ). The slow growth was mainly due to the late arrival of the 

festival season.  

 The freight business witnessed moderate growth, especially in the LTL segment, 

and TRPC opened 15 new branches to strengthen its network. Going forward 

volumes are expected to improve as 2H is a stronger period than 1H.  

 The shift from unorganized to organized has been driven by e-way bills and e-

invoicing. The LTL business has a large customer base with small ticket size, 

resulting in higher margins.  

 The share of LTL/FTL in the Freight division stood at 36%/64% in 1HFY24. The 

management remains optimistic about increasing LTL’s share to 40% by FY25.  
Supply Chain segment  

 Revenue increased 9% YoY in 2QFY24, and EBIT margin stood at 6.7% (+40bp 

YoY and QoQ).  

 The Supply Chain division maintained its growth momentum by focusing on 

retaining and expanding the business with both existing clients and new 

acquisitions.  

 The Automotive sector accounted for 80% of revenue in the division. The chip 

shortage has significantly eased, benefiting this division. Strong traction was also 

seen in the two-wheeler segment.  

 TRPC is confident of maintaining a strong growth rate in FY24.  
Seaways segment  

 The segment grew ~9% YoY, with EBIT margin down 160bp YoY. The 

management expects EBIT margin to be in the range of 25-27% in FY24.  

 The division saw lower freight rates due to lower fuel prices.  

 As the purchase of a second-hand ship is delayed, the division is expected to 

report flat growth in FY24.  

 TRPC has entered into an agreement to buy two new ships to be added in CY26. 

New ships have a payback period of 6-7 years and IRR of 20-21%. Second-hand 

ships have a payback period of 7-8 years with 19-20% IRR.  
Other Highlights  

 The company's plan to acquire a seventh ship has been postponed until at least 

FY25 due to high prices and a shortage of available ships.  

 As of Sep'23, the company had a cash balance of INR3.0b.  

 TRPC has diversified into many verticals, including commodities, automotive etc. 

It also provides a single-window solution to offer controlled towers to certain 

customers, which is gaining significant traction.  
Guidance  

 The management has maintained its revenue/PAT growth guidance of 10-15% in 

FY24.  

 Revenue growth in the freight division is expected to pick up in 2HFY24. The 

transition from FTL to LTL is also underway.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 The Seaways division is expected to witness flat growth as it is operating at near 

full capacity, which would lead to flat volume growth.  

VRL Logistics Buy 
Current Price INR 701  

Operational highlights  

 VRL handled ~1.04m tons in 2QFY24 (+8% YoY, +5% QoQ). Tonnage growth was 

primarily due to growth in branch network, higher share of volume from existing 

customers, and a shift of volumes to organized players with the implementation 

of GST, reduction in turnover limit of e-invoicing, etc.  

 Tonnage growth in 2QFY24 would have been around 12% if the festive season 

had not been delayed by a month.  

 Realization stood at INR6,681 per ton (flat YoY and QoQ each) in 2QFY24. The 

contribution of new branches to tonnage growth stood at 4.45% in 2Q.  

 The delay in the onset of the festive season by a month in 2Q resulted in lower 

logistics demand for cloth and textile consignments. The same is expected to 

benefit in 3QFY24. In Oct’23, VRLL witnessed 16% tonnage growth.  

 It takes around 2-3 months for a new branch to reach 100 tons per month.  

 Net debt increased to INR2.8b as of Sep’23 from INR1.7b in Mar’23, primarily 

due to a capex of INR2b and dividend payment in 1HFY2424.  

 In 2QFY24, the board approved the sale/transfer of its Aviation Business to a 

promoter group company for a consideration of INR170m. All applicable 

clearances and approvals have been received from the concerned regulatory 

authorities. The transaction-related profit before tax of INR4.8m (net of 

expenses) has been accounted as an Exceptional item.  

 The increase in debt, rental expenses and amortization led to higher interest 

expenses during the quarter.  

 Rent expenses have gone up due to the increase in the number of branches.  

 Lorry hire charges have decreased on YoY and QoQ basis due to low dependency 

on hired vehicles during the current quarter.  
GT segment  

 In 2QFY24, the number of GT vehicles increased to 5,782 as of Sep’23 from 

5,628 as of Jun’23.  

 VRLL opened net 28 branches in 2QFY23, taking the total branch network to 

1,165 as of Sep’23. The company’s volume handling capacity has increased by 

84,726 tons (up 13% YoY, up 3% QoQ).  

 120 new branches contributed around 4.5% to total tonnage in 2Q.  

 The average diesel procurement cost per litre decreased by 2.05% YoY to 

INR87.81 in 2QFY24.  

 The company will continue to focus on volume growth through the expansion of 

its branch network.  

 Monsoon patterns have not been consistent across the country, leading to 

lower demand for agricultural produce and a 2-3% reduction in expected 

tonnage during the quarter.  

 As a result of the increase in capex and the adoption of Ind AS 116 accounting 

standard, a portion of rent has been reclassified as depreciation, leading to 

higher depreciation expenses during the quarter.  

 Employee costs increased due to the addition of employees and branches and 

increments paid in Sep’23.  
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Scrappage of vehicles and capex  

 VRL is taking a proactive approach to prepare for the scrappage policy by 

implementing a capex plan. As of Sep’23, the company possessed ~900 vehicles 

older than 15 years, with a combined capacity of 9,990 tons.  

 Capex stood at INR1.1b in 2Q and would be INR3-3.5b in FY24.  
Guidance  

 VRLL did not increase the freight rate as retail fuel prices remained stable in 

India for more than a year. However, it will increase freight rates by 5-10% in 3Q 

for contractual customers, which account for ~20% of tonnage.  

 Higher freight rates for contractual customers should help EBITDA margins 

return to 15-16%.  

 Tonnage growth is projected to be around 13% in for FY24, and 16% in 2HFY24. 

For FY25, tonnage growth is expected to be ~15%.  

 The management plans to open 20-25 branches per quarter.  

 An annual capex of INR2-2.5b is projected in FY25, mainly funded via internal 

accruals. Even with a cash outflow of around INR2.5-3b per year, including capex 

and dividend payments, the debt level will not be significantly impacted.  

 Moreover, the company aims to generate INR1.0b of operating cash flow every 

quarter, which will be utilized for capex. Therefore, debt should stay stable.  

 Network expansion will continue, with significant potential for branch growth in 

the eastern, northern, and western parts of India.  
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 Sector wide commentary indicated that while ad revenues has seen improvement on the back of improved 

spending, majority of it was attributed to the sports segment which led to moderate growth within the 
general entertainment segment. PVR expects the strong performance to moderate in 2HFY24 given that 
2QFY24 remained an exceptional quarter for the company. 
 

KEY HIGHLIGHTS FROM CONFERENCE CALL  
 Outlook for FY24 Ad revenue recovery 

  Expects 2HFY24 to perform better but remain below 
Q2FY24 levels given the cluster of big-ticket movies 
released during the quarter. 

 It expects ROCE of mid-teens in FY24, which will see 
improvement moving forward with stability in earnings. 

 Reiterated its screen addition guidance of adding 160 
screens in FY24. Plans to close 60 non-performing screens 
in FY24. 

 Advertising expenses are expected to grow beyond 
pre-Covid levels by FY25 on an absolute basis, while it 
may remain below pre-Covid levels on a per-screen 
basis. 

 The company expects a positive recovery in 2HFY24 in 
advertising revenues with improved traction seen. 

  Zee5 losses saw moderation sequentially, led by operating 
leverage and cost management. The company indicated 
that investments within the segment to have peaked out at 
present. 

 Gained 90bp network share to reach 17.9%; expects 
moderation in GEC share for 3QFY24 aided by CWC’23. 

 Ad revenue for 2QFY24 was supported by improved 
spending from FMCG offset by the Asia Cup. 
Management expects gradual recovery; as rural 
demand sentiment is yet to see improvement. 

 The company continues to remain cautiously 
optimistic about revenue growth, with a full recovery 
in rural sentiment yet to be seen. It expects the 
overall ad market to grow by high-single digit. 

 

PVR Inox Neutral 
Current Price INR 1,686  

Key Highlights:  
 Expects 2HFY24 to perform better but remain below Q2FY24 levels given the 

cluster of big-ticket movies released during the quarter  

 Reduced net debt by ~INR3b in 1HFY24 and expects to end FY24 with a net 

debt-to-EBIDA ratio of 1x  

 Expects ROCE in mid-teens in FY24, which should improve going forward with 

stability in earnings  

 Reiterates its screen addition guidance of 160 in FY24; plans to close 60 non-

performing screens in FY24  

Detailed Highlights  
Performance:  
 The company recorded the highest-ever admits, ATP and SPH in 2QFY24.  

 The historic performance of Jawaan (INR7.5b) and Gadar-2 (INR6.5b), along with 

Hollywood and regional content supported revenue growth in 2Q.  

 Volatility in Bollywood movies has settled and the company is confident about 

the content line-up in the coming period across segments and languages.  

Advertising revenues:  
 Advertising expenses are expected surpass pre-Covid levels by FY25 on an 

absolute basis, while they may remain below pre-Covid levels on per screen 

basis.  

 Advertising revenue surged in 2QFY24, backed by the release of big-ticket 

movies. The company expects a positive recovery in advertising revenues in 

2HFY24 with improved traction.  

 Advertisement revenue synergies have not picked up and may not see 

significant growth in FY24.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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KPI:  
 ATP for 2QFY24 was on the higher front given the higher number of big-ticket 

releases. The company stated that this could moderate in 2HFY24.  

 ATP growth for the merged entity has been a mix of regular increases in pricing 

and synergy mix benefits.  

 Under F&B, both the companies have incorporated an improved menu, along 

with the synergy benefits, which will drive SPH.  

Expenses and promotion  
 Rental costs increased mainly due to the addition of new screens, the impact of 

annual inflation and revenue share agreements with landlords in certain 

properties.  

 Growth in personnel expenses was mainly driven by screen additions taken and 

additional footfalls.  

 INR99 promotion was undertaken to correct the high price conception and drive 

higher conversion, which received a good response. The company will look to 

continue this for a longer period of time.  

 The monthly subscription plan of INR699 is largely seen as advance by the 

company, wherein the ticket will be issued when the patron enters the hall.  

Debt and capex:  
 The company added 68 new screens in 1HFY24 and exited 33 screens. It has 

planned to exit 60 screens by end of FY24.  

 The company currently has a healthy pipeline of screen additions and has 

reiterated screen additions of 160 in FY24.  

 The company in 1HFY24 reduced net debt by INR3.2b and further expects to end 

FY24 with positive FCF.  

 It expects the expansion to be funded from internal accruals without putting 

pressure on debt profile.  

 The company expects to attain a net debt-to-EBITDA of 1x by FY24, which could 

improve going ahead.  

 The average cost of debt stands at 9% and will move in line with market rates.  

Other Highlights:  
 An exclusive window for Hindi movies is currently at 8 weeks and varies across 

other segments – TN and select regions at 4-6 weeks. It will look to standardize 

the window and take it to minimum 8 weeks across segments.  

 The content line-up remains robust; hence, the company expects 3Q and 4Q to 

do well. However, it does not expect Q2 numbers to be repeated given the 

cluster of big-ticket movies released in 2QFY24.  

 Expects ROCE in mid-teens in FY24, which should improvement moving forward 

with stability in earnings.  

 Given the strong brand recall for both Inox and PVR, the company will continue 

to run both the brands individually, while the corporate will operate as a 

merged entity.   

 

 

  



 

November 2023  176 

MEDIA | Voices 
 

Zee Entertainment Buy 
Current Price INR 252  

Key Highlights: 
 Ad revenue was supported by improved spends from FMCG, offset by Asia cup. 

Expects gradual recovery as rural demand sentiment is yet to see improvement. 

 Zee5 losses saw moderation sequentially, led by operating leverage and cost 

management. The company indicated investments in the segment likely to have 

peaked out. 

 Increase in receivables was due to the liquidation of movies released in 2QFY24 

and certain subscription revenues recognized towards the quarter end. 

 Gained 90bp network share to reach 17.9%; expects moderation in GEC share 

for 3QFY24 on the back of CWC’23. 

Detailed Notes: 
Ad revenues 
 The company witnessed a gradual recovery in ad revenues, led by FMCG during 

the quarter, which was dragged down by the impact of Asia cup. 

 The company remains cautiously optimistic on revenue growth with full 

recovery in rural sentiment yet to be seen. It expects the overall ad market to 

grow by high single digit. 

 The company expects a gradual recovery in 3QFY24 on the back of the festive 

period, which will be offset by Cricket World Cup’23 (CWC). 

 It, however, does not see a major impact of elections on ad revenues. 

Subscription 
 Stabilization of NTO 3.0 helped sustain positive growth in 2QFY24 and the 

company expects modest growth. 

 It gained 90bp market share in 2QFY24 reaching 17.9%, which was fairly broad-

based across several key markets. 

 The network share of GEC in 3QFY24 is expected to be impacted by CWC. 

 The company stated that TV viewership improved by 300bp in 2QFY24 on 

industry levels. 

 The next round of price increases is expected by Feb’24, during which the 

company will monitor the situation to decide its pricing. 

Movie business: 
 Zee Studio released six movies in 2QFY24. 

 In 2QFY24, strong performance across theatrical releases like Gadar 2, Brother 

and King of Kotha led to strong revenue growth for the segment. 

Cost and profitability: 
 Higher content and release costs and investments in Zee5 led to increased cost 

in 2QFY24. 

 The company recognized exceptional items of INR1.18b in merger-related 

expenses, which include one-time stamp duty charges. 

 Movie business contributed to revenue and profitability; excluding this, overall 

performance remained fairly stable for the quarter. 

 Interest costs remained flat on a sequential basis, the YoY growth was due to 

interest payments toward ICC broadcasting rights paid by the company. 

Zee5: 
 Apart from growth in subscriptions, digital syndication deal related to some 

content further improved revenue growth for the segment. 

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Operating losses narrowed on operating leverage and cost management. It has 

indicated investments in the digital segment to have peaked out. 

 Zee released 22 shows and movies (incl. 4 originals) during the quarter. 

 The company stated that the digital market seems to be settling down, with 

pricing war subsiding gradually. 

 It targets to take OTT revenue share to 30% of its total revenues in the coming 

period. 

 The company will work on generating traffic to monetize ad revenues, while 

subscription revenues will continue to remain a dominant source of revenue 

growth. 

 Majority of the cost now pertains to technology, which is variable in nature, 

while the company will continue to invest in content. 

Other highlights: 
Merger: 
 The company has received approval from NCLT for arrangement of merger. 

 It is now focusing on implementing the scheme of merger and complete the 

final formalities at the earliest. 

 Dish-TV outstanding amount as on Sep’23 stood at INR691m. 

 The increase in receivables was mainly due to liquidation of movies released in 

2QFY24, amount for which will be received in 3QFY24 and certain subscription 

revenues recognized towards end of 2QFY24.
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 In the ferrous Metals space, managements across companies pointed to: 1) improvement in ASP for 3QFY24; 

2) higher coking coal costs; and 3) development of captive raw material mines. Though a better performance 
from Indian operations backed by strong domestic demand should aid volumes and margins in the near term, 
managements believe that global uncertainties might pose challenges to international steel, base metal, and 
raw material prices in the short term. In the non-ferrous space, managements maintained their volume, CoP 
and EBITDA guidance for FY24. 

 

KEY HIGHLIGHTS FROM CONFERENCE CALL  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  

  Outlook for FY24   Drivers 

  Domestic ASP is expected to improve by INR2,000-2,200/t 
in 3QFY24. 

 Domestic coal consumption costs are likely to increase by 
USD10/t in 3QFY24. 

 Coal costs are expected to decline in Europe. 
 EU volumes are projected to ~8mt in FY24. 
 Kalinganagar BF is expected to come on stream in the next 

six months 

 Domestic demand remained resilient driven by 
construction, real estate and automobile sectors. 

 The India steel consumption is expected to grow ~8-
10% in FY24 driven by higher spending on 
infrastructure and construction. 

 
 

 Volume guidance of 25mt kept unchanged. 
 Domestic coal cost is expected to be higher by USD50/t in 

3QFY24. 
 FY24E capex guidance has been kept unchanged at 

~INR188b  
 JSW is scouting for more iron ore and coal blocks 

 Global steel prices have bottomed out and the 
demand is expected to surpass GDP growth rate. 

 Steel demand in the domestic market is likely to grow 
incrementally by 8-10mt in FY24. 

 
 

   Domestic ASP is expected to increase by 2-3% in 3QFY24. 
 Domestic coal costs are expected to be higher by USD50-

60/t in 3QFY24. 
 Coal excavation at Gare Palma IV/6 is expected to reach a 

run rate of 3.5mt by Mar’24. 
 JSP has elongated its tentative capex timelines by few 

quarters and is now expected to be concluded by the end 
of FY25. 

 2Q is seasonally a slower quarter; however, higher 
spending on infrastructure before the election next 
year will drive demand.  

 Demand is expected to remain buoyant in the 
domestic market, especially in infrastructure, power, 
and construction sectors. 

 

  Novelis has maintained its EBITDA/t guidance at USD450-
500 for 3QFY24 and expects to achieve EBITDA/t of 
USD525/t by 4QFY24.  

 Channel destocking of beverage can is completed 
 Coal consumption costs are expected to increase in 

3QFY24; however, reduction in prices of caustic soda and 
furnace oil would maintain 3QFY24 CoP near the 2QFY24 
level. 

 Beverage can demand is expected to post a CAGR of 
3% and automobile demand is anticipated to clock a 
CAGR of 11%. 

 Domestic FRP demand is projected to grow at 7-8% in 
FY24. 

 Domestic aluminum demand is expected to grow on 
back of strong demand in Electrical, Building & 
Construction and Auto sectors. 

  Lanjigarh expansion is on track and 1.5mt Train-I is 
expected to commence in 4QFY24. 

 Steel vertical posted better volumes after the completion 
of debottlenecking undertaken in FY23 

 VEDL has submitted the proposed demerger scheme to SE 
and the proposal is on track. 

 Post-expansion, it will take the VAP portfolio of VEDL 
Aluminum to over 85% 

 HZ has also maintained its cost guidance at USD1,125-
1,175/t. 

 Government’s focus on smart cities, infrastructure, 
construction, etc., will drive the demand for ferrous as 
well as base metals. 

 As the demand for corrosion resistant steel increases, 
it will drive the demand for zinc, which finds 
application in manufacturing of high VAP steel. HZL 
(subsidiary of VEDL) will gain due to this. 

 
  

Hindalco 

Tata Steel 

JSW Stee 

JSPL 

Vedanta 
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Hindustan Zinc Neutral 
Current Price INR 304  

Guidance on volume and CoP retained  
 Management has maintained its zinc CoP guidance at USD1,125-1,175/t for FY24 

(with focus on lower end of the band) after a cost reduction of USD57/t QoQ in 

2QFY24 and USD122/t over the last five quarters.  

 HZ targets to clock mined metal production in the range of 1,075-1,100kt and 

refined metal production in the range of 1,050-1,075kt.  

 Management expects to achieve saleable silver production in the range of 725-

750kt. The company expects robust demand in silver on the back of increased 

requirements from industrial manufacturers, higher usage in EVs, growing 

demand in RE applications, and the widespread roll out of 5G networks.  

Cash and debt  
 Cash and cash equivalent as of 1HFY24 stood at INR114b. Total debt has seen a 

reduction of ~ INR5b to INR113b.  

 Majority of the investments are in high-quality debt instruments.  

Capex and projects  
 The project capex of USD175-200m for FY24 remains unchanged.  

 Fumer plant has been commissioned in 2QFY24 at Chanderiya and the same is 

expected to be ramped up from 3QFY24. Upon reaching full operational 

capacity, the plant is projected to contribute an additional 30t of silver and 7kt 

of saleable metal.  

 The 30kt HZAPL hot commissioning is concluded and the company produced its 

first alloy in Oct’23. Once fully ramped up, VAP alloy products will contribute 20-

25% of the total output from HZAPL.  

 All orders for Roaster at Debari has been placed and EPC contractors have been 

mobilized. This will help the company attain its future target of 1.2mt.  

Other updates  
 The company now controls ~75% of India’s primary zinc market.  

 The average mine life is around 25 years.  

 Domestic zinc demand remains robust, driven by higher demand from 

construction and infrastructure projects.  

 Domestic lead demand is expected to increase due to higher demand from the 

automobile sector, industrial battery segment, and infrastructure development.  

 Exploration is likely to enhance mine R&R by 15mt in FY24E and 40mt in FY25E.   
 
 

Hindalco Inds  Buy 
Current Price INR 507  

Guidance: 
 Coal cost declined 15% QoQ and is likely to increase in 2QFY24. However, 

reduction in furnace oil cost and caustic soda prices would keep the CoP around 
2QFY24 levels. 

 Hedge position has remained unchanged at 11% at USD2,755/t for 2HFY24. 
 For FY25, HNDL has hedged 5% within the blanket range of USD2,200-2,570/t. 
 The management expects LME to remain range bound at USD2,100-2,300/t. 
 Domestic demand is expected to remain robust, aided by higher demand from 

consumer durables, EVs, and higher spend on infrastructure and construction 
sector. 

 Alumina sale to the third party is expected to increase in 2HFY24. 

Click below for  
Detailed Concall Transcript & 

Results Update 
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Coal linkages: 
 In 2QFY23, ~53% of coal requirement was met via linkage, 40% via e-auction, 5% 

via own mines, and the remaining via imports. 
 Chakla mine is progressing as per timelines and the box cut is expected to come 

on stream by Oct’24. As the Chakla mine comes on stream, it will reduce the 
dependency on the procurement of coal from external sources. 

 Meenakshi mine is still pending clearances under the requisite Acts. 
 However, as a backup plan, HNDL will plan to develop Meenakshi West mine, 

which has a PRC of 6-7mt. 

RE power: 
 HNDL has already achieved 50% of its 300mw RE solar and wind power target in 

2QFY24. 
 HNDL plans to reach 300mw of RE power by CY25. Additional 50mw of solar and 

wind power is expected to be operational in 1QFY25. 
 Contract for 100mw hydro power project has been executed in 2QFY24 and 

target COD is expected to begin in Dec’24. 

Global/domestic demand: 
 The aluminum production in China, which was adversely impacted in 1QCY24 

due to power shortage has been addressed and the production in 3QCY23 from 
China stood at 10.7mt. 

 Global production and consumption improved 3% YoY to 18.1mt in 3QCY23, 
keeping the global demand and supply under balance. 

 Aluminum demand in India improved 10% YoY, supported by strong demand in 
Electrical, Building & Construction and Auto. 

 FRP demand in India is expected to grow 7-8%. 
 Global copper production improved 5% YoY to 6.5mt, while consumption 

increased 1.8% to 6.4mt, resulting in a surplus of around 0.1mt in 3QCY23. 

Leverage position: 
 Consolidated net debt stood at INR376b and net debt/EBITDA was at 1.66x. 
 On a consolidated level, HNDL repaid around INR8b of debt in 2QFY24. 
   
 

Jindal Steel & Power  Buy 
Current Price INR 655  

Operational update  
 Coking Coal cost decreased USD70/t in 2QFY24.  

 Exports formed 13% of the total volumes in 2QFY24.  

 ASP is expected to improve in 3QFY24, driven by improved demand in domestic 

market.  

 Coking Coal cost is expected to increase USD50-60/t in 3QFY24.  

Coal mines  
 Gare Palma IV/6 has already started coal excavation and has mined ~150kt of 

coal.  

 Gare Palma IV/t with PRC of 4mt is expected to exit FY24 with a run rate of 

~3.5mt.  

 JSP is in the final stages of entering Utkal C mine and is expected to commence 

excavation from Nov-Dec ’23.  

 Once fully operational, it will reduce JSP’s dependence on the import of coal and 

merchant miners.  

Net debt and cash  
 JSP has increased its net debt by ~INR5b QoQ to over 73b.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 The net debt-to-EBITDA ratio stood at a comfortable level of 0.77x and JSP has 

guided that the company would not cross its threshold limit of 1.5x net debt-to-

EBITDA ratio.  

Capex and timelines  
 JSP has elongated its capex timelines by a few quarters and the major capex is 

now expected to be concluded by the end of FY25.  

 JSP has also revised its capex outlay guidance upward by INR70b to INR310b, 

which will be spent across capacity expansion (65%), margin expansion (23%), 

ACPP-II (6%), and ramping up of coal mines (6%). The increased outlay is due to 

scope changes and configuration adjustments.  

 JSP has initiated orders for the 3mt BOF-III. Considering that facility construction 

is underway concurrently with the erection of the 3.3mt BOF-II, JSP anticipates 

installing and commissioning BOF-III by 4QFY25.  

 Once the 18mt slurry pipeline is commissioned, it would save ~INR700/t of iron 

ore cost for JSP.  

 The total capex for FY24E has been pegged at INR75-100b.   
 

JSW Steel Neutral 
Current Price INR 776  

Overall highlights  
 In 2QFY24, the coking coal cost was down USD51/t as against the target of 

USD40-45/t (due to better blend). However, in line with the recent increase in 

coking coal prices, JSTL expects the cost to increase by ~USD30/t in 3QFY24.  

 JISPL has been consolidated from August 01, 2023, and previous quarters have 

not been restated.  

 JSTL expects the impact of higher coking coal cost to flow in 3QFY24 and 

partially in 4QFY24.  

 FY24 production and sales target stands unchanged at 26.34mt and 25mt 

respectively.  

 Ohio operations had posted a subdued performance on a sequential basis and 

the performance will be under pressure in 3QFY24; however, the same is 

expected to improve on a sequential basis.  

 Payables which witnessed a reduction of ~INR60b in 1HFY24 due to lower coking 

coal cost is expected to increase going forward.  

 Steel prices globally have bottomed out and are expected to improve in the 

coming quarters. Improvement in realizations would help partially mitigate the 

increase in coal prices.  

 No drop in auto contract prices are expected.  

Share of VAP and exports  
 Share of VAP stood at 62% during the quarter (improvement of 100bps QoQ) 

with 24% YoY growth in volumes in 2QFY24.  

 Dispatches to RE was up 125% YoY and dispatches to the appliance sector was 

up 37% YoY.  

 As the demand in the domestic market was strong, exports dropped to 11% of 

the total volumes in 2QFY24.  

Capex and capacity enhancement  
 Capex for domestic operations stood at INR78b in 1HFY24 and JSTL has retained 

its capex guidance of ~INR188b for FY24.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/JSW_Steel_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/JSTL-20231021-MOSL-RU-PG010.pdf
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 Capex for consolidated operations stood at INR80b in 1HFY24 and JSTL has 

earmarked a capex of ~INR200b for FY24.  

 JSTL expects to add incremental ~8.5mt of volumes over the next 18 months, 

which will take the total domestic capacity to 37mt by FY25.  

 JSTL also plans to expand domestic operations to 50mt by FY30-31.  

 5mt Vijayanagar project is on track and is expected to be completed by the end 

of FY24.  

 The 1.5mt Coke Oven Battery A and B are commissioned and the capacity 

enhancement will support the 5mt expansion at Vijayanagar.  

 0.12mt color-coated line at J&K and Phase II at BPSL, which will enhance the 

capacity to 5mt from 3.5mt, is expected to be completed by the end of FY24.  

Coal and iron ore block  
 JSTL recently won seven iron ore blocks in Maharashtra, Goa, and Karnataka. 

The company anticipates the commencement of production in Karnataka in the 

future.  

 JSTL has also won two coal blocks with a total PRC of 1mt, which will help JSTL 

meet around 5% of its clean coking coal requirement.  

 The company is scouting for more iron ore and coal blocks in India and outside 

India and will acquire financially viable assets in the future.  

Macro scenario:  
 Steel demand in India is expected to remain strong and surpass the GDP growth 

rate.  

 The demand is expected to increase incrementally by 8-10mt p.a.  

 Steel demand is expected to outpace GDP growth in the coming years.   
  
 

Tata Steel  Neutral 
Current Price INR 126  

Operational overview 

 Realizations (ASP) for domestic operations are expected to improve to INR2,000-

2,200/t. 

 Coal costs, which were lower by USD59/t in 2QFY24, are expected to increase 

moderately by USD10/t in 3QFY24. 

 As the Netherlands utilized high-cost coal in 2QFY24, going forward the cost is 

expected to reduce for TSE operations (Netherlands ~USD60/t; UK ~USD20/t). 

 The coal cost decline at TSE should provide certain cushion to its operations. 

 BF-6 relining at the Netherlands is expected to be operational in 3QFY24. As BF 

contributes 40% of total volumes, the performance remained subdued in 1H. 

 Energy prices are expected to be lower in 2HFY24 at European operations. 

 Volumes for European operations in FY24 are expected to be ~8mt. 

 Steel prices in international markets are affected by higher exports of cheaper 

steel from China. 

 Domestic steel consumption is resilient and is expected to grow ~10%. 

 The management expects that steel demand will be driven by sectors like 

transportation, industrial construction, infrastructure and commercial real 

estate, along with higher demand from rural areas. 
Kalinganagar expansion 

 Kalinganagar expansion is on track and BoF is expected to be commissioned in 

the next six months and the benefits of incremental volumes are expected in 

FY25. 

 BoF at Kalinganagar is the largest in India at 5,870 Cu.mts. 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Tata_Steel_Q2FY24.pdf
https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://ftp.motilaloswal.com/emailer/Research/TATA-20231102-MOSL-RU-PG012.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=1. India Strategy (Interim review – Heavyweights in charge; Nifty EPS estimates stable); 2. RESULTS 2QFY24 (a. Tata Steel; b. Britannia Industries; c. Hero MotoCorp; d. Blue Dart Express; e. Sapphire Foods); 3. Restaurant Brand (Poised for growth)&ListId=116
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 CRM is already operational and has started getting approval process from auto 

majors. 

 Second caster, which will be added soon, will help in incremental volumes. 

 Third Caster and GP line at Kalingangar would be operationalized over the next 

few quarters (in FY25E). 

 Pellet plant at Kalinganagar has commenced production, which has helped TATA 

to reduce the merchant dependency of pellets and save costs. 
Impairment at TSE drives exceptional loss 

 TATA reported INR130b on a standalone basis and INR69b as exceptional item in 

2QFY24. As the UK facility is nearing end of life, it proposes to change the steel 

manufacturing route by shutting down the BF and shifting to EAF facility. 

 Hence, TATA has carried out impairment of UK facility for its heavy end assets. 

 Consolidated exceptional items also included INR12b in past service costs due to 

benefits granted under BSPS. 

 The management has indicated that there will not be any further impairment 

related to UK operations. 
Capex 

 TATA incurred a capex of INR45b in 2Q and INR86b in 1HFY24. 

 All the projects are progressing as per the timelines. 

 TATA is doubling its domestic crude steel capacity by enhancing flat steel 

capacity to 27mt from 16mt and long steel capacity to 13mt from 5mt. 

 TATA is also increasing its presence across downstream products such as Tubes, 

Wires, Tinplate and Di Pipes. 

 Post the completion of the ongoing capex at Kalinganagar, TATA will focus on 

ramping up NINL, which can be enhanced to 5mt. 

 5mt from the current expansion at Kalinganagar, 0.75mt EAF at Punjab, and 

expansion at other facilities will help TATA achieve the 40mt of crude steel 

capacity. 

 
 

Vedanta Neutral 
Current Price INR 240  

Aluminum CoP and capex:  
 Aluminum CoP has declined by ~USD615/t over the last six quarters and stood 

at USD1,814/t in 2QFY24.  

 VEDL reported the highest-ever aluminum production in 2Q. It aims to be in the 

first quartile of the cost curve among global aluminum manufacturers.  

 Lanjigarh expansion from 2mt to 5mt is on track and 1.5mt Train-I is expected to 

commence in 4QFY24. Following that, Train-II, an additional 1.5mt capacity, is 

projected to be operational in FY25.  

 VEDL is expanding its VAP portfolio by 480kt at Jharsuguda and 450kt at BALCO, 

which will enhance total VAP to over 85%.  

 Jamkhani mine is already operational and currently operating at 2x the initial 

mining run rate. Radhikapur mine is currently under forest clearance process.  

 Jamkhani mines is expected to produce ~4-4.5mt of coal in FY25E.  

Iron and steel  
 Karnataka iron ore mines have received EC for 7.2mt, which will be enhanced to 

10mt.  

 Pig iron margin improved to 36% QoQ.  

 Steel vertical posted better volumes after the completion of debottlenecking 

capex undertaken in FY23. Favorable input prices and cost reductions in sales 

led to improved margins.  

Click below for  
Results Update 

 

 

https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://institution.motilaloswal.com/emailer/Research/VEDL-20231105-MOSL-RU-PG014.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=1. 2QFY24 RESULTS (a. State Bank of India; b. Bank of Baroda; c. Interglobe Aviation; d. Vedanta; e. Aditya Birla Capital; f. NOCIL - Downgrade to Neutral); 2. AU Small Finance Bank (AUBANK merger with Fincare SFB: Analyst meet takeaways)&ListId=116
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 Steel vertical currently has a capacity of 1.7mt, which is on track to increase to 

3mt.  

 The management did not give any guidance on potential sale of the vertical.  

Proposed demerger into ‘pure play’ commodity companies  
 VEDL in Oct’23 announced its plan to demerge its existing business verticals into 

six independent ‘pure play’ companies. This move is aimed at unlocking 

stakeholder value, simplifying corporate structure with focus on transparency, 

attracting strategic investment and improving competencies.  

 VEDL has submitted the scheme to SE and the proposal is on track.  

Debt at VEDL and HoldCo. level  
 Net debt declined by INR14b QoQ to INR578b.  

 VEDL has liquidity position of around INR167b and the debt reduction was 

mainly attributed to better CFO, which was partially offset by higher capex and 

dividend payouts.  

 About 81% of total borrowings are in INR-denominated debt, with an average 

RoI of ~9%.  

 VEDL has ~INR90b of debt that will be up for refinancing by 4QFY24 and has 

USD1b of debt that will be up for refinancing at HoldCo.  

 HoldCo. also has ~USD3.1b of debt maturing in FY25, including USD2b bonds 

(USD0.5b in 1QFY25, USD1b in 2QFY25, USD0.5b in 3QFY25 and rest in 4QFY25).  

 VEDL is currently in negotiations with numerous banks and financial institutions 

to refinance the debt.  

 The USD415m ICD at HoldCo. has now been pushed to 31st Dec’24.  

Others:  
 The Government of India had raised demand up to 14th May’20 for an 

additional share of profit oil, based on its computation of disallowance of cost 

incurred over retrospective reallocation of certain common costs between 

Development Areas of Rajasthan Block and certain other matters aggregating to 

INR95b and applicable interest thereon representing share of VEDL and its 

subsidiary. The Group had disputed the aforesaid demand. The Group has 

received the final partial arbitration award dated 22 Aug 23 from Arbitration 

Tribunal, dismissing the Government's contention of additional profit petroleum 

in relation to the allocation of common development costs across DAs and 

certain other matters in accordance with terms of the Production Sharing 

Contract for Rajasthan Block, while disallowing some matters.  

 The recent arbitration case in favor of VEDL will reduce payout to the 

government to USD20m per quarter in the oil and gas vertical, which will 

improve margins.  

 In addition, VEDL would also receive INR10b per quarter over the next five 

quarters, which will boost cash flow of the oil and gas vertical.  

 HZL is undertaking aggressive OBR removal, which will help VEDL to mine 

additional volumes in coming quarters. VEDL expects to mine ~70-75kt per 

quarter (up from current run rate of ~60-65kt per quarter).  

 As VEDL shifted to a new tax regime, which will reduce the tax burden going 

forward, the exceptional tax outgo of ~INR61b in 2QFY24 is a one-time charge.  
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 RIL expects that global oil demand is likely to remain robust, led by transportation fuel, although there could 

be short-term headwinds in the downstream chemical margin. Various major expansions for OMCs are getting 
over in the next two years, which should see robust growth going forward.  

 Volumes remain a worry for CGDs led by lower-than-expected Morbi pick-up and the onslaught of EVs. 
Domestic demand for gas remains robust, and managements expect a ramp-up in transmission volumes from 
hereon. Upstream companies also stand to benefit from the new wells being explored for production. 

 
KEY HIGHLIGHTS FROM CONFERENCE CALL 

Oil & Gas  Outlook for FY24  Quarterly snapshot 

  Domestic gas demand remains strong, and GAIL expects 
gas transmission volumes to rise to 124mmscmd by FY24-
end. 

 PLNG’s Dahej expansion project is on track and expected 
to be completed by Jun’24 

 The available LNG capacity in Gujarat is expected to grow 
55% to 42.5mmtpa over the next 2-3 years. Most of this 
volume is likely to flow through GUJS’ network. We believe 
the company could post an 18% CAGR in transmission 
volumes over FY23-FY25. 

 GAIL reported EBITDA of INR34.9b in 2QFY24, 54% above our 
estimate of INR22.7b. It was driven by a stronger-than-
expected performance in the gas transmission, trading, and 
petchem segments. 

 Petronet LNG (PLNG) reported higher-than-estimated EBITDA 
of INR12.1b during the quarter, due to lower-than-expected 
employee and other expenses. 

 Gujarat State Petronet (GUJS)’s 2QFY24 EBITDA, at INR4.1b, 
beat our estimate led by lower-than-expected other 
expenses. 

  ONGC’s management expects the commencement of oil 
production from KG-DWN98/2 as early as Nov’23. 

 The company targets raising production by 1%/5% in 
FY24/25. The key wells to be targeted for exploration in 
2HFY24 will be Mahanandi Basin, Western Offshore, Assam 
Basin, and Bengal Basin. 

 ONGC’s reported EBITDA stood at INR183.6b (down 2% YoY), 
6% below our estimate, due to higher-than-expected SAED at 
USD11.8/bbl (vs. our est. of USD8.1/bbl). 

 Oil India (OINL) reported 13% higher-than-expected EBITDA 
at INR24.9b (+35% YoY) in 2QFY24, led by higher-than-
anticipated oil & gas sales volumes. 

  Morbi volumes stood flat sequentially at ~4mmscmd in 
2QFY24, and management expects the volumes to remain 
at similar levels over the next few months. The total 
market size of Morbi stood at ~8.0-8.5mmscmd 

 The UEPL acquisition is expected to be completed by 
Nov’23. INR30b of capex has been completed in 1HFY24, 
target of INR7b in FY24E but can go up to INR9b 

 IGL’s management has kept its volume guidance 
unchanged at 9mmscmd as of end-FY24.  

 Gujarat Gas (GUJGA)’s 2QFY24 EBITDA, at INR5b, beat our 
estimate due to 39% higher-than-estimated EBITDA/scm 

  Mahanagar Gas (MAHGL) reported a miss on our EBITDA 
estimate. Its EBITDA stood at INR4.8b (est. INR5.1b), due to 
weaker-than-estimated EBITDA/scm of INR14.6 (est. 
INR15.5). 

 Indraprastha Gas (IGL)’s 2QFY24 EBITDA, at INR6.6b, came in 
line with our estimate. However, its PAT, at INR5.3b, 
delivered a 24% beat. Volumes rose 3% YoY to 8.3mmscmd 
during the quarter. 

  Global oil demand growth is expected to remain strong, 
led by transportation fuels. Average CY23 demand would 
be at 101.8mnbopd (up 2.2mnbopd YoY). 

 The global downstream chemical margin is expected to 
remain soft due to near-term supply overhang.  

 LNG demand remains stagnant despite a higher summer 
demand in North East Asia. The ceiling price for the KG D6 
basin is at USD9.96/mmBtu for 2HFY24. 

 Reliance Industries (RIL)’s 2QFY24 consolidated revenue grew 
1% YoY/12% QoQ to INR2,319b (in line). EBITDA reported a 
strong 31% YoY growth to INR410b (8% beat), aided by 
sustained performance in the O2C segment and better gas 
price realization. 

 Standalone 2QFY24 EBITDA at INR192b (+14% vs. our 
estimate) was fueled by strong refining/PVC cracks and a rise 
in gas volumes. O2C’s earnings in 3QFY24 may be tempered 
by plant shutdowns and weak gasoline margin. 

  Margins may be hit by retail fuel price cuts in the wake of 
upcoming elections and/or a rise in crude oil prices due to 
quota management by OPEC+. 

 The mechanical completion of Vizag refinery of HPCL is 
expected to be completed by Jan-Feb’24. Post expansion, 
the refinery will have the highest diesel yield in the 
country, and management expects an incremental GRM of 
USD3-4/bbl on the commissioning of the bottom upgrade 
unit. 

 IOCL reported an EBITDA of INR213b (up 4.3x YoY), in line 
with our estimate of INR210b, led by better-than-expected 
GRM at USD17.9/bbl (vs. our est. of USD14.9/bbl) and higher 
marketing GM at INR5.8/lit. 

 BPCL reported a GRM of USD18.5/bbl in 2QFY24, a 
substantial improvement from USD12.6/bbl in 1QFY24, while 
implied marketing margin at INR5.9/lit beat our est. of 
INR5.4/lit. 

 HPCL beat our EBITDA estimate in 2QFY24 thanks to a higher-
than-expected marketing margin of INR5.9/lit (est. of 
INR5.1/lit). It was partially offset by lower-than-expected 
GRM at USD13.3/bbl (est. of USD15.1/bbl). 
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Bharat Petroleum  Neutral 
Current Price INR 388  

 Refining yield was at 86.01% during the quarter  

 Bina refinery had a planned shutdown in July  

 1,000 new retail outlets to be added in FY24  

 During 1HFY24, 300 retail outlets were added  

 18MW solar capacity installed at Bina refinery during the quarter  

 64MW of renewable energy capacity installed by BPCL across India  

 Bina refinery can process up to 90% of high Sulphur crude hence GRMs are 

higher  

 Bina can also produce up to 57% diesel in its product slate which helps during 

times of high diesel cracks  

 Kochi can produce 45% diesel in its product slate and also process high amount 

of Russian crude  

 BPCL can process around ~30-40% Russian crude in its crude mix across all three 

refineries combined  

 The company is already processing Russian crude close to maximum extent 

possible  

 FY24 capex target is INR100b  

 Company has already spent INR51.91b during the quarter  

 Capex outlay of INR1,500b planned over next 5 years  

 Peak capex will be during FY26  

 Major proportion (~INR490b) will be for refinery and petchem segments  

 BPCL’s petchem product portfolio is different from what is announced by PLNG 

today  

 INR260b will be for E&P  

 INR260b for CGD  

 INR250b will be for marketing infrastructure  

 2GW of renewable capacity for INR40b  

 No payments due from Russia have been held up as of now  

 Mozambique project is still under force majeure  

 No certainty on timelines by when force majeure will be lifted or the updated 

project cost  

 Opex was at ~2/bbl across all three refineries put together. 

Castrol India Buy 
Current Price INR 134  

 Volume in 3QCY23 was at 51m  

 Seasonality impact due to monsoons and Agri demand  

 40% volumes from PV, 35% from CV, and 15% would be industrial volumes  

 Innovation in product and services helped sustained performance in the quarter  

 There was volatility in crude oil, inflationary pressures and global uncertainties  

 Management is optimistic that the growth would sustain in 4QCY23 as well  

 Auto care range is gaining good traction for CSTRL  

 Management is optimistic about the business due to the positive response 

received from both consumers and customers  

 Would be adding more products in the portfolio  

 Sales contribution is in lower single digit, but would grow in the future  

Click below for  
Results Update 

 

 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

https://ftp.motilaloswal.com/emailer/Research/BPCL-20231031-MOSL-RU-PG010.pdf
http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Castrol_Q2FY24.pdf
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 Continues to expand service networks  

 Varied initiatives should help the company strengthen its market position  

 Management is actively working towards thermal solutions for EV batteries with 

existing fluids designed for EVs already in its portfolio  

 BP had announced a £50m investment globally toward thermal management of 

batteries  

 Low penetration of cars in India and management expects the  

 Indian lubricant market to be strong till late 2030s and 2040s  

 Emergence of EV would be a gradual process  

 Have three plants in India  

 Manufactures all lubricants except for a minimal quantity of very high-quality 

lubricants, which are imported  

 India is a base oil (most important RM for lubricant manufacturing) deficit 

country and that has to be imported  

 Base Oil has been flattish on a sequential basis  

 Management expects prices to up in the next 3-6 months  

 Price of additives have gone up 15-20% YoY  

 Synthetics growth is in the range of 10-12%  

 Management is committed to the Ki Mobility partnership as this strategy would 

be beneficial for the after sales service in the automotive market. 

Mahanagar Gas Buy 
Current Price INR 1,036  

 Steady availability of APM; HPHT prices have enabled the company to reduce 

CNG prices by INR3/kg and PNG by INR2/kg  

 CNG is >50% cheaper than petrol and ~20% cheaper than Diesel in Mumbai  

During the quarter  
 2.25m households were connected  

 40.31km of pipeline was laid, taking total pipeline length to 6,653km  

 7CNG stations were commissioned, taking the total no of CNG stations to 319  

 120 I/C customers were added, taking the total customers to 4,639  

In Raigad GA,  
 70,654 households are connected  

 32CNG stations are currently operational  

 3.75km of pipeline was laid, taking the total length to 393km  

 Savroli LNG station commissioned during the quarter  

 

EV by 2025  

 For public transport and delivery vehicles, 25% of new registrations should be 

EV by 2025  

 Commercial CNG vehicle growth has not picked up yet due to which the 

company has aggressively started partnering with car manufactures that may 

lead to an increase in commercial CNG vehicles over time  

 Around 50k-

consumption is ~7.5 – 8kg per vehicle  

 

offtake comes from private passenger cars  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

https://ftp.motilaloswal.com/emailer/Research/CSTRL-20231030-MOSL-RU-PG008.pdf
https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://institution.motilaloswal.com/emailer/Research/MAHGL-20231031-MOSL-RU-PG010.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=2QFY24 RESULTS: 1. TVS Motor Co.; 2. BPCL; 3. Marico; 4. P&G Hygiene; 5. APL Apollo Tubes; 6. Petronet LNG; 7. Fine Organic (Downgrade to Sell); 8. Mahanagar Gas; 9. Mahindra Lifespaces; 10. Spandana Sphoorty; 11. Indostar Capital Finance&ListId=116
http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Mahanagar_Gas_Q2FY24.pdf
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 30% of CNG offtake should be coming from Auto rickshaw

 Busses are ~7% of total volume offtake

 19,900 CNG vehicles were added during the quarter

 Of which, ~1,300 were LCV/HCV

 -2 

years should be higher than historical trends driven by customer-friendly

changes to contracts

 Volume sourcing mix is 0.7mmcmd of APM gas with the rest being HPHT and

term contracts

 UEPL acquisition expected to be completed by Nov’23

 EV adoption will be challenged in Mumbai due to space constraint

 BEST has not managed to get more than 10-20 EV buses last year

 MSRTC and BEST have both added ~80 CNG busses each during the quarter

 INR30b of capex done in 1HFY24

 Target of INR7b in FY24 but can go up to INR9b

 Other expenses increased during the quarter due to a rise in transportation and

other costs associated with the increase in volumes.

MRPL Neutral 
Current Price INR 116 

 There was a Phase 3 refinery (with lots of complex units) shutdown of 45 days

Opex increased partially because of this and reduced throughput

 Management does not expect any shutdown in 3Q; therefore, the full through

put is expected in 3Q

 There would be a shutdown (which is mandatory) in FY25 in Phase 2. More

than100% utilization is expected in FY25

 Committed to bring on value added products in the portfolio

 Focus to be on optimizing operating costs and reducing debt

 Russian crude discount at 35-40%; higher discounts of 1Q have reduced right

now but it was still available for procurement in 2Q

 Current discounts in line with media reports

 No new procurements as of now

 Management is having an alternate thought about the Green Hydrogen tender

 MRPL is also going to go along with ONGC since they are doing it in a such bigger

scale.

 Would either go for a very minimal investment initially and then maybe buy for

ONGC

 FY24/FY25 capex to be INR10b each as of now

 2H capex would be driven by existing projects that is ongoing

 Marketing terminal would be coming up

 Bitumen blowing unit to be completed in 3Q

 Retail marketing capex also included in the above capex figure

 Inventory gain is USD2.1/bbl in the quarter (inventory gain of INR9.6b)

 Inventory levels have come down

 If prices remain at current levels, this inventory gain would be realized going

ahead

Click below for 
Results Update 

https://ftp.motilaloswal.com/emailer/Research/MRPL-20231101-MOSL-RU-PG010.pdf
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 Fuel & loss of 11.28% in 2Q; likely to improve going forward; some efficiency 

issues because of Phase 3 refinery shutdown 

 Included aromatic complex fuel & loss as well 

 MRPL aspires to capture the domestic retail market to the tune of 1mmtpa. It 

has already rolled out advertisements for another 1,800 retail outlets, which 

would be completed soon. Management expects to add 500 outlets in the next 

three years, with Phase 1 focusing on South India followed by West and North 

India in Phase II. 

 Connectivity with Kochi gas pipeline of GAIL 

 Currently not taking because this is not economical as of now 

 In the past, MRPL has switched over to gas and may be it would do the same in 

the future as well (both as a fuel and feedstock). 

ONGC Buy 
Current Price INR 191  

 KG98/2 oil production is expected to commence as early as Nov’23.  

 Gas production should ramp up to 8-9mmscmd by May/Jun’24  

 Cost of production will be higher since it’s an offshore project • FPSO would be 

the major cost at ~USD70m/day  

 Royalty will be 10% • If wells are deeper than 400m, for the first seven years, 

royalty would be 5% and it would return to 10% afterwards  

 ONGC production growth should be 1% in FY24 and 5% in FY25  

 OVL production target is 10.68mmtoe for FY24 and 11mmtoe for FY25  

 Capex is usually INR300b every year  

 But it should increase 10% in the current year and by further 10% next year  

 OVL sales volumes are down because Sakhalin volume are not included in sales 

volume.  

 Windfall tax was higher during the quarter due to inventory adjustment  

 A dividend worth 16b Rubles is currently held up in Russia  

 There are plans for additional investments totaling INR183b in OPAL  

 The management intends to approach the government seeking permission to 

utilize gas from new wells and well interventions in OPAL.  

 OPAL is expected to turn profitable from FY25.  

Reliance Industries Buy 
Current Price INR 2,379  

RJio – key takeaways from the management interaction  
Key operating metrics: growth led by rising customer base and engagement  
 Subscribers rose 2.5% QoQ (11.2m adds) taking the total count to 459.7m. This 

should further accelerate with 5G as over 70m subscribers migrated to 5G.  

 Jio is the only provider, which is consistently adding net subscribers. Others may 

be adding at gross level but could be negative on net level.  

 ARPU grew 0.7% QoQ to INR181.7. There is no gain owing to incremental 5G 

traffic as it is not charging for 5G due to 5G expansion phase under coverage.  

 Wireless data traffic per subscriber per month grew 7% QoQ to 26.6 GB/month 

led by 5G adoption and FTTH ramp-up  

 Voice consumption per subscriber per month remained flat at 1,006 mins.  

 

Click below for  
Results Update 

 

 

Click below for  
Results Update 

 

 

https://ftp.motilaloswal.com/emailer/Research/RIL-20231029-MOSL-RU-PG034.pdf
https://ftp.motilaloswal.com/emailer/Research/ONGC-20231115-MOSL-RU-PG010.pdf
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Jio’s True5G to transform the Digital Ecosystem  
 It had deployed 1m+ 5G cells Pan-India with coverage across ~8,000 cities/ 

towns.  

 It has more than 150K 5G sites carrying 700 MHz and 3500 MHz bands  

 Jio has contributed to 85% of the overall 5G capacity in the country to date.  

 The share of premium devices on Jio Network (+INR20k ASP) has doubled (1.9x) 

over the last 18 months.  

JioBHarat – accelerating the transition towards 2G Mukt Bharat  
 JioBharat phone has gained substantial market share in the non-smartphone 

segment within the first few months of its launch.  

 It gained substantial market share through MNP.  

 Video, Music streaming and UPI are the key features being used with an entry-

level pricing of INR1,000.  

Jio AirFiber – creating addressable market in homes/ small offices  
 JioAirFiber was launched in eight cities and RJio expects pan-India coverage in 

the coming months.  

 Monthly plans ranges from INR599 (30mbps) to 3,999 (100mbps) with 14+ OTT  

 JioAirFiber is expected to accelerate Jio’s home penetration from 10m homes to 

over 100m homes. It can give dedicated capacity to homes without impacting 

wireless due to True 5G network.  

 A large proportion of demand is coming from non-fiber penetrated areas  

 Jio is committed to connect 100m premises going ahead  

Scaling up the enterprise suite of services  
 Jio is present across 85%+ large enterprises, top 20 Banks and 400+ BFSI 

accounts  

 The company has a win rate of 80%+ in government bids  

 One in four enterprise customers, i.e. 25% of the enterprises, is using two or 

more Jio services  

 Large wins across IoT, CPaaS, Cloud and other digital solutions  

Using Jio’s indigenous 5G stack  
 Jio is handling 100% of 5G traffic from its own 5G stack  

 It is building cloud-based Artificial Intelligence (AI) infrastructure in India in 

collaboration with NVIDIA. NVIDIA will provide CPU, GPU, networking, and AI 

operating systems while Jio will manage and maintain the AI cloud 

infrastructure and oversee customer engagement and access.  

 The 5G core is ORAN-compliant. ORAN is one of the more advanced radio access 

network technologies that the world is looking to adopt.  

 Building software defined radio and +100 types of 4G/5G nodes by their own  

Others  
 Jio had won all nine awards given by Ookla for Mobile Networks in India, 

including all awards for 5G network  

 Added JioSpaceFiber partnering with SES using medium earth orbit (MEO) 

satellite technology  

 Acquired a majority stake in Accops Systems Pvt Ltd (a software product 

company and a prominent player in the cybersecurity industry). Accops serves 

over 800 enterprises and SMEs across verticals, like BFSI, healthcare, 

pharmaceuticals, government, IT/ITes, education and defense.  
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 Amid a steady macroeconomic environment and a growing preference for quality players, the listed 

companies are witnessing strong demand for housing. Companies are of the view that the sector is in third 
year of upcycle, which could last longer than previous cycles. They continue to remain confident of achieving 
15-20% growth over the medium term and are developing a project pipeline that can support their growth 
ambitions. New project launches by listed companies are gradually picking up, as most of the players currently 
have ~12 months of inventory. Management commentaries indicate that key big-ticket launches for all 
companies would materialize in 2HFY24, and most of them are confident in either achieving or exceeding their 
pre-sales guidance. 

 
KEY HIGHLIGHTS FROM CONFERENCE CALL 
 Quarterly Snapshot Outlook for FY24 
 

 DLF reported bookings of INR22.3b, up 9% YoY/QoQ and 
13% above our estimate. In the absence of big- ticket 
launches, sales during the quarter were largely driven by 
steady demand across ongoing/completed projects.  

 The ultra-luxury project Camellias continues to witness 
strong traction with bookings of INR7.2b. New products 
contributed INR13.4b of sales, including INR3.5b from 
projects launched in 2QFY24. 

 Key projects like Sector 77 and DLF V are on track for 
3Q/4Q launches. The new independent floor projects 
in Punchkula and SCO in Gurugram are also expected 
to be launched in 3Q. While the disclosed pipeline 
shows limited visibility, the company is working three 
years ahead in terms of new launches. Company has 
guided for INR130b of pre-sales in FY24. 
 

  GPL reported bookings of INR50b, up 109%/133% 
YoY/QoQ and 27% above our estimate. Sales volume 
increased 93%/133% YoY/QoQ to 5.24msf. Blended 
realizations increased 8%YoY but declined 4Q 
sequentially to INR9600/sft due to relatively higher 
contribution from plotted projects, which have lower 
realization. 

 Unlike 1QFY24, pre-sales during the quarter were largely 
driven by new phases/project launches, which generated 
80% of total sales. It launched seven new 
projects/phases with a combined saleable area of ~5msf. 

 Demand for housing continues to grow amid favorable 
microeconomic indicators and a continued preference 
for large developers.  

 The most important priority remains to launch all 
recently acquired projects, which will accelerate its 
bookings and earnings growth trajectory. 
Management reiterated its guidance to achieve 
INR140b of pre-sales in FY24. 
 

  Macrotech Developers (LODHA) reported sales bookings 
of INR35.3b, which grew 12% YoY/5% QoQ in 2QFY24. 
Sales stood in line with our estimates. With pre-sales of 
INR69b in 1HFY24 (up 15% YoY), the company has 
already achieved ~50% of the pre-sales guidance and is 
on track to surpass its FY24 guidance of INR145b. 

 LODHA intends to have 7-8 new launches with a 
development potential of 8msf and a GDV of INR120b 
in 2HFY24. 

 Management is confident of achieving 20% CAGR in 
pre-sales over the next few years. 

  Oberoi Realty (OBER)’s pre-sales doubled QoQ to INR9.7b 
(down 16% YoY) and were 19% above our estimate, 
driven by healthy traction at its ultra-luxury  project, 360-
West (Worli), which reported sales of four units worth 
INR3b. Eternia, Mulund posted the best-ever quarter 
with sales of 40 units, while the performance at the rest 
of the projects was steady in 2QFY24. 

 Sales in FY24 will be driven by the launch of both 
projects in Thane along with a new tower launch at 
Goregaon.  

  Mahindra Lifespace (MLDL) achieved bookings of 
INR4.6b, up 14%/32% YoY/QoQ (30% above our 
estimate). Pre-sales in 1HFY24 declined 20% YoY to 
INR8b due to lower launches vs. the previous period. 
MLDL generated 80% of bookings from sustenance sales 
in 1HFY24, compared to a similar proportion coming in 
from the new launches in 1HFY23. 

 At the start of the year, the company targeted nine 
new launches. It has already launched three new 
projects and remains on track to launch the remaining 
projects in 2H. The total GDV of these launches is 
INR25-35b. Launch of two projects (including Santa 
Cruz redevelopment) may spill over to FY25, but that 
will be offset by the early launch of 2-3 other projects. 

  Brigade Enterprises (BEL’s) sales bookings jumped 57% 
YoY to INR12.5b and were 25% above our estimate. For 
1HFY24, pre-sales grew 40% YoY to INR22.5b. Growth 
was driven by strong sustenance sales, as new launches 
contributed 30% to overall pre-sales value in 2QFY24 and 
40% in 1HFY24 

 The company launched 1.3msf of area in new phases of 
two existing projects. Sales volume increased 41% YoY to 
1.7msf in 2Q and 29% in 1HFY24. 

 BEL is gearing up to launch ~6.5msf of projects in 2H 
with a GDV potential of INR65b, which includes its 
luxury mixed-use project at Mount Road, Chennai.  

 The company has also increased its rolling 12-month 
residential launch pipeline to 11msf, from ~8msf in 
the previous quarter. 

DLF 

Godrej Prop. 

Macrotech Dev. 

Oberoi Realty 

Mahindra 
Lifespace 

BRGD 
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 Sobha reported the highest ever bookings of INR17.2b 

(15% beat to our estimate of INR15b), up 48%/18% 
YoY/QoQ. Sales volume for the quarter stood at 1.7msf, 
up 26%/21% YoY/QoQ. 

 Collections increased 16% YoY to INR13b; however, on 
account of higher outflows, OCF declined 17% YoY to 
INR3b. 

 Sobha is targeting to launch 6-7 msf in FY24 of which 
1.5msf are at the advanced stage of approval. Overall, 
the company has a healthy pipeline of 15msf with 
GDV of INR150b+, which is enough to drive growth in 
the near term. 

 The intended pre-sales growth of 15-20% will be 
achieved in existing as well as new markets. 

 

 
 

 Consumption across PHNX’s mall portfolio was up 20% 
YoY in 2QFY24 to INR26.4b and up 19% for 1HFY24 to 
INR52b. On a like-for-like basis, consumption grew 10% 
YoY for both 2Q and 1HFY24. It reported revenue of 
INR8.8b, which was up 35% YoY/ 8% QoQ, and was 14% 
above our estimate.  

 While most of the consumption growth currently is 
led by a rise in trading occupancy, it is also important 
to note that there have been a lot of new tenant 
entrants, which usually takes 12-18 months to ramp 
up consumption. Thus, consumption growth should 
catch up. 

 
 
 

Brigade Enterprises Buy 
Current Price INR 748  

 New launches: BEL is gearing up to launch ~6.5msf of projects in 2H with a GDV 

potential of INR65b, which includes its luxury mixed-use project at Mount Road, 

Chennai. The company has also increased its rolling 12-month residential launch 

pipeline to 11msf, from ~8msf in the previous quarter. 

 Business development: BEL added 42 acres of land to its pipeline in 2Q, with a 

saleable area of 7.7msf, and a GDV potential of INR76b, largely in Chennai and 

Hyderabad, including the recently acquired land at Kokapet, Hyderabad. 

Additionally, it also includes 3msf of leasable office assets, of which 2msf is in 

Hyderabad and the balance in Chennai and Bengaluru. Overall, the company 

now has INR200b worth of projects in Chennai and Hyderabad which is expected 

to contribute INR20-25b of pre-sales in the near term. 

 Brigade Tech Garden: BTG, Bengaluru currently has 0.6msf of vacant space and 

is expected to be fully leased out by the end of FY24, with 50% each in the 

remaining two quarters. Negotiations are on with a tenant for a full block in the 

asset. 

 Hospitality: BEL will continue to build hotel assets as a part of the large mixed-
use development, and expects to add another 1,300 keys in the near term. 

 
 

DLF Neutral 
Current Price INR 635  

Mumbai Project  
 The recently signed Andheri project is on track, with rehabilitation expected to 

complete soon. The management remains confident of launching the project 

before Jun’24.  

 Tulsiwadi project: DLF and Shapoorji’s stake in the project was sold to a third 

party by the ARC. Both companies have jointly filed a case against the non-

transparent method by which the stake was transferred. The Delhi HC has 

supported DLF’s stand and it is awaiting further directions from the court.  

Leasing Demand  
 Demand for non-SEZ is coming from new and existing tenants, which are largely 

GCCs that are attracted by India’s digital capabilities and availability of vast 

skilled manpower.  

 SEZ demand is driven by 70/30 mix of new/existing tenants.  

  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

Sobha 

Phoenix Mills 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/DLF_Q2FY24.pdf
http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/BRGD_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/DLFU-20231031-MOSL-RU-PG012.pdf
https://ftp.motilaloswal.com/emailer/Research/BRGD-20231109-MOSL-RU-PG010.pdf
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Dwarka Expressway  
 It is more of an investor-driven market and given that DLF makes products that 

are largely for end-users, it is not enthused right now to enter this market.  

Pricing  
 All key projects have historically witnessed significant price growth over the 

years and the management sees upside potential in luxury projects to be 

launched in the near term. It will follow the strategy of launching them in a 

staggered manner and increasing prices at various intervals.  

  
 

Godrej Properties Buy 
Current Price INR 1,892  

Annuity Portfolio:  
 In partnership with Godrej Fund Management, GPL has developed four projects 

in Bengaluru, NCR and Pune spread across 4.3msf and rental potential INR7.4b. 

The projects will receive OC soon and will generate rent from FY25.  

 GPL is interested in building a steady income portfolio but if exit opportunities 

come up, it will take it and redeploy the capital in residential business. On 

commercial side, 5-6 projects are already under construction and GPL expects to 

add a few more with the Godrej Fund  

 On Residential, the strategy is to rapidly gain market share and on commercial, 

GPL will undertake boutique Grade A assets (not large IT parks) 

 It will be done in partnership with other asset owners (including Godrej Fund), 

given the capital requirement 

 The company has enough projects under the belt with the recent spree of 

acquisitions and will now focus on markets like Bengaluru 

 Three new land parcels acquired recently were at a cumulative price of INR16b 

and the company can achieve a realization of INR15-25k/sft 

Cash flow: 
 INR12-14b of cash balance is in RERA escrow and INR20-25b is yet to be paid on 

BD already done, which could be done by way of debt 

 From the next financial year, the OCF generated by GPL should be sufficient in 

meeting the BD outflow 

Pricing and demand: 
 Market is comfortably absorbing gradual price hikes taken by the company and 

peers. This can continue at least in the near term 

 20% consistent growth over next few years looks very much achievable given 

the demand environment and big opportunity for gaining market share. It can 

achieve INR300b sales in a few years. 

Godrej Summit, NCR 
 Working with consultants to resolve the issue and repair work is progressing 

well. GPL has bought back 60 apartments out of 1,100 and this will grow to 100-

200 by end of the year 

 It has spent INR100-120m out of the provisioned amount of INR1.5b for repairs. 

 
 
 
 
 
 
 
 
  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/GPL_Q2FY24.pdf
https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://ftp.motilaloswal.com/emailer/Research/GPL-20231102-MOSL-RU-PG012.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=2QFY24 RESULTS: 1. Tata Motors; 2. Dabur; 3. Godrej Properties; 4. Indraprastha Gas; 5. LIC Housing Finance; 6. Clean Science & Technology; 7. Syrma SGS Technology; 8. MAS Financial Services&ListId=116
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Macrotech Developers Buy 
Current Price INR 861  

Pune market:  
 LODHA achieved INR11b of sales in FY23 and in 1HFY24, sales stood at 

INR9b.Sales would surpass INR20b by end of the year and the company will be 

among the top 3 builders in the city. It is targeting to double its pre-sales from 

this market in three years. 

Pricing:  
 The starting price of any project will be at a premium to competition given the 

kind of product the company offers but price growth will continue to remain 

below wage growth even if demand momentum remains strong 

Business development:  
 LODHA continues to target 30%+ IRR from JDA projects, and management sees 

healthy opportunities to acquire projects that can generate this return. 

 The key criteria are the size of the project and its ability to generate the 

required margin or IRR. Within this framework, LODHA is open to looking at 

outright, JDA, and redevelopment projects. 

Palava Land:  
 During the IPO, the industrial land was valued at INR25m/acre and currently the 

transactions are being concluded at INR50m/acre. This will further grow 

toINR60m/acre soon and to INR100m/acre over the next 2-3 years. The well-

built ecosystem and the large infra projects nearing completion are improving 

the attractiveness of Palava. 

 
 

Mahindra Lifespace Buy 
Current Price INR 524 

 New launches: At the start of the year, company targeted nine new launches. It 

has already launched three new projects and remains on track to launch the 

remaining projects in 2H. The total GDV of these launches is INR25-35b. Launch 

of two projects (including Santa Cruz redevelopment) may spill over to FY25 but 

that will be offset by early launch of 2-3 other projects. 

 Thane: It will have an equal mix of residential and commercial segments and as 

per the ITT policy, OC can only be received for both the segments together, 

although it can be sold independently. 

 IC Segment: Seeing a good demand traction from domestic consumption driven 

by manufacturing, and the company has a healthy pipeline with LOIs already 

signed. Most of it will materialize in 2H. Origins, Ahmedabad: MLDL intends to 

sign a large anchor deal rather than small deals. It may even exit the project, if 

the company gets a right buyer. 
 

  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Mlife_Q2FY24.pdf
http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Lodha_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/MLIFE-20231030-MOSL-RU-PG008.pdf
https://ftp.motilaloswal.com/emailer/Research/LODHA-20231030-MOSL-RU-PG012.pdf
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Oberoi Realty Neutral 
Current Price INR 1,406  

 Business development: OBER has enough land-bank, which can enable it to 

strive through multiple cycles and hence, it does not want to be aggressive on 

adding new projects. Management intends to follow a prudent capital allocation 

strategy by ensuring that all projects generate desired returns. 

 Thane launches: The Kolshet road project will be launched immediately post-

Diwali and the Pokhran Road project will follow next quarter as it is awaiting 

approvals for the new amendments made to the development plan. OBER could 

issue the development contracts over the next few months and the project will 

surely be launched in FY24. 

 Dividend: To avoid the concentration of dividend payment at the end of the 

year, OBER announced an interim dividend in 2Q. Given the expected scale up in 

cash flows from the annuity segment, management intends to gradually move 

to quarterly dividend payout plan. 

 Mulund projects: Sales run-rate at Mulund has improved post-completion and 

management intends to sell the entire inventory in two years. 

 

 

 

Phoenix Mills Neutral 
Current Price INR 2,247  

Residential:  

 15-20% of contracts gets expired across assets each year and it spikes up in few 

years when an anchor comes for renewal  

 Tower 8 & 9 at One Bangalore West (OBW) will be launched once clarity 

emerges on the state’s TDR policy  

  

Renewals:  

 15-20% of contracts gets expired across assets each year and it spikes up every 

few years when an anchor comes for renewal  

 It provides an opportunity to evolve the asset and improve overall experience 

in-line with new age customer’s requirement  

 During renewals, 15% kind of increase happens in MG rent threshold and the 

delta could be higher when anchor space gets re-leased.  
 

   

 

 

 

 

 

 
  

Click below for  
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Click below for  
Detailed Concall Transcript & 
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http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Oberoi_Q2FY24.pdf
http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/PHNX_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/OBER-20231030-MOSL-RU-PG012.pdf
https://ftp.motilaloswal.com/emailer/Research/PHNX-20231109-MOSL-RU-PG010.pdf
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Sobha Buy 
Current Price INR 877  

Launch Strategy:  
 Sobha’s offering is slightly premium to other players, and hence, follows a 

calibrated approach toward new launches, enabling it to take periodic price 

hikes. However, depending on demand, the company will not hesitate to launch 

full inventory.  

SOBHA Neopolis  
 The project was launched in early Oct and the company sold 40% of inventory at 

a realization of INR11,700psf.  

 In the first phase of the project, a total of 825 units were launched, out of the 

planned 1,875 units. All the necessary approvals are already in place, and the 

company plans to release new inventory basis the sales traction.  

Cash flow  
 Company expects collections to sustain or marginally improve in 2H. 

Management believes that the current debt level is at a very comfortable level, 

and hence, the incremental cash flows will be deployed toward capturing 

growth opportunities by investing in existing land and acquiring new projects.  

 
 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Sobha_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/SOBHA-20231107-MOSL-RU-PG010.pdf
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 Retail: Sector-wide management commentary indicated that the continued demand slowdown and shift of 
festive and wedding dates hit the revenue for the quarter. This, however, is likely to see a reversal in 3QFY24 
with the onset of the festive period. 

 QSR: Management commentaries in the QSR segment indicated that 2QFY24 demand remained weak. While 
the early 3QFY24 is also stated to have seen a moderate response due to the shift in Navratri, this trend is 
likely to see some reversal as people look to move out during the festive period. 

 
KEY HIGHLIGHTS FROM CONFERENCE CALL 
 

Business scenario and outlook FY24 Footprint addition 
 

 ABFRL expects healthy demand in 3QFY24 in the wedding and 
premium categories, while the mass category will continue to 
see pressure. 

 It expects debt levels to remain elevate at around INR28b by 
Mar’24 as funding from GIC would be used for future 
expansions. 

 Store addition in Lifestyle is expected to 
continue; ABFRL maintains a 30-35 store 
addition target for Pantaloons, while the 
expansion in the innerwear category could slow 
down. 

  In-Tune stores saw a healthy traction, with sales throughput 
of INR14,000 per sqft and 10%+ store EBITDA margins. SHOP 
expects margins to settle at a high single digit in the next 2-3 
years, with incremental marketing costs. 

 SHOP posted a high-single-digit SSSG during the Pujo period 
and expects to sustain the SSSG in mid-single digits and 
EBITDA margin in high-single digits. 

 Net borrowings as of Sep’23 stood at INR1b, which is 
expected to go down to INR300-400m by the end of FY24. 

 It plans to add 15-17 departmental stores, 60+ 
In-Tune stores, and 25 Beauty stores over the 
next two years. As a result, its annual capex will 
increase to ~INR3b, which will mainly be funded 
internally. 
 

  Margin impact was mainly due to a decrease in ASP and 
product mix; Expects margins to stabilize post 3QFY24. 

 Management expects ASPs to moderate further in 3QFY24 as 
the company looks to regain volume growth. 

 Completed the transition of Vmartretail.com to LimeRoad 
with no loss of sales; expects cash burn within the segment to 
narrow down going ahead. 

 Opened eight stores and closed two stores; it 
maintains store addition target of 50 stores for 
FY24, with 14 stores already opened in 3QFY24. 

  Recovery within the mass category remains a mixed bag and 
was dragged by the decision to cut down on discounts. 
Adjusting for the festive shift, the SSSG was positive. 

 Expects double-digit revenue growth in the medium term 
aided by high single-digit SSSG; expects premiumization to 
aid. Announced conclusion of agreement with Nine-West, 
which includes exclusive rights for manufacturing and retailing 
products in the Indian market; will initially roll out products in 
key stores and decide on expansion based on response. 

   

  Management expects 3Q to be better as most of the 
corrections happened in 2Q, and early Oct has seen green 
shoots. 

 Will continue to focus on: a) ASP range of INR1,000-2,000 
category and expansion within UP as not many organized 
players are present.  

 Plans to add 5-6 stores per month. 

  Gross margin guidance is maintained at 55-57% with CBL 
gross margin at ~35% 

 Implementation of BIS well within the timeline of Jan’24; 
frontloaded inventory to mitigate supply issues related to BIS 
implementation 

 Currently looking to clear old inventory under CBL by FY24 
end, post which it will focus on brand positioning and 
acceleration of expansion. 

 The company added two Crocs stores and 
closed five stores in 2QFY24, and plans to add a 
total of 12 stores in 9MFY24. 

  The contribution from new customers is currently at 48%, 
with a consistent trend of ~45%. New customers often start 
with lower ticket sizes, below INR75,000, as they familiarize 
themselves with the brand. 

 The gold exchange program’s contribution was above 40%. 
Out of the total gold exchanged, non-Tanishq gold 
contributed 33% in 2QFY24. 

 Management guided for an unchanged 12-13% 
EBIT margin in the jewelry division for FY24.  

 The company has 7% market share; it targets to 
achieve a double-digit share in 3-4 years. 

  

Aditya Birla 
Fashions* 

Shoppers Stop 

V-Mart 

Bata 

Campus 

Metro Brands 

Titan 
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 The company raised capital amounting to INR25b split into 
two tranches of INR 12.5b each. The funding, with a favorable 
blended rate of 7.74% over 24 months, is intended for the 
acquisition of CaratLane, utilizing a combination of external 
and internal resources. 

  Subdued demand during the quarter was mainly due to shift 
in wedding dates and slowdown in discretionary demand. It 
expects festive period and higher number of weddings in 
2HFY24 to compensate for the weak 1HFY24. 

 The company has seen healthy traction since the onset of 
Navratri in terms of footfalls and ABV. The company sees 
tailwinds from 12 wedding dates in 3QFY24 and 29 dates in 
4QFY24 along with festive period to drive demand for 2HFY24. 

 Management looks to add 4-5 more stores 
under Twamev and one flagship store for 
Mohey (two small stores already added). Will 
run these stores on a pilot basis before 
determining the expansion strategy. 

 
KEY HIGHLIGHTS FROM QSR- CONFERENCE CALL 
 

Salient takeaways from the 1QFY24 performance Outlook 

  Demand environment continues to remain challenging but 
has improved sequentially, and the last fortnight post- 
Navratra has seen a healthy recovery with formats other 
than BBQ having positive SSSG in 2QFY24. 

 Gross margins are expected to be around 66% going 
forward, with a major focus on rising customer footfalls. 

 The company expects net network to reach 220 
stores by FY24 including six stores of ‘SALT’ format. 
Expects 25-30 new store adds in FY25. 

 It plans to add three new stores of Toscano and Salt 
each and five new stores for BBQ. 

   For KFC, the raw material and packing material costs are 
broadly stable. The slight deterioration in gross margin is 
due to introducing value meals in new store to attract more 
customers. Management also expects ROM of 20-21% in 
favorable environment. 

  In order to revive the growth of Pizza Hut, the company 
has revised the menu, additionally spent on promotion and 
marketing, and introduced the value product layer. 

 The company expects to reach 2,000 stores by FY26 
(vs 1358 stores in 1HFY24) and is on track to open 
250-275 new stores in FY24. Priority focus will be on 
KFC to open 120-130 stores. 

 The company will look to take advantage of the 
Government Railway modernization plan by opening 
a food court. 

   The macro environment remains tough for the QSR 
category. Usually, 3Q is better than 2Q for KFC. This time, 
Oct’23 was slower due to the shift of Navaratri in Oct’23. 
PH usually delivers a similar quarter in 3Q like 2Q 

 For KFC, the company’s strategy is to hold the ROM near 
20%, double the store count in three years, and add 
another store in the same location when the ROM 
surpasses 20% margin. 

 The corporate cost is expected to jump 15-20% YoY when 
the revenue grows 20-25% YoY. 

  

  JUBI expects 5-6% LFL growth for Dominos in the long term; 
around 10-12% growth from retail store additions will lead 
to ~15% revenue growth. 

 It expects a 150–200bp increase in EBITDA margin from 
21% in 2QFY24, resulting in long-term EBITDA margin 
expectations of 22.5-23%.  

 Store opening guidance remains unchanged at 200+ 
for Dominos and 30+ for Popeyes. It plans to 
increase the Dominos store count to 3,000 in the 
medium term. 

  

  The company continues to drive SSSG through an increase 
in footfall, which increased by a single digit in FY24. This, 
along with the better performance of the newer store, 
takes much less time than the previous three-year period to 
achieve maturity. 

 The SSSG guidance of FY24 was cut by 200bp to 6%; 
however, the gross margin expectation of 67% and EBITDA 
target remain intact. 

 RBA has 46 restaurants under construction and is on 
track to achieve 450+ restaurants by 3QFY24.  

 Popeyes has pipeline to reach 25 stores by 3QFY24. 
Per-store capex for a Popeyes store is ~USD400k and 
the capex will be done by Indonesian balance sheet. 

  The company maintains its guidance for achieving INR40-
45b revenue by FY27, driven by a high single-digit SSSG and 
580-630 total store count. On a steady-state basis, the 
margin is expected to be in the range of 18-20%. 

 There is still pressure on macro spending, which has 
decreased the frequency of eating out. However, the 
business gained market share in 2QFY24 and should see 
positive development in 3QFY24. 

 The company has not taken any pricing action in the 
quarter; on the contrary, it is focusing on increasing the 
value of its product portfolio. 

 FY24 capex remains unchanged at INR2-2.5b, which 
includes 40-45 store additions and 30-35 store 
renovations 

Barbeque 
Nation 

Devyani 
International 

Sapphire Foods 

Jubilant Foods 

Restaurants 
Brand Asia 

Westlife 
Foodworld 

Vedant 
Fashions 
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Aditya Birla Fashions Neutral 
Current Price INR 213  

Key Highlights: 
 Expects 3QFY24 to see marginally positive demand within wedding and 

premium category, while mass category will continue to see pressure. 

 Revenue growth of 5% in 2QFY24 was mainly driven by new lines of business as 

LFL growth remained fairly flat in a slower market. 

 Completed the acquisition of TCNS; Expects to take quarterly revenue run-rate 

of INR20-25b with double-digit EBITDA margins (Pre-Ind AS 116) 

 Store addition in Lifestyle is expected to continue; maintains 30-35 store 

addition target for Pantaloons, while expansion in innerwear could see some 

slowdown. 

 Expects debt levels to remain elevate at around INR28b by Mar’24 as funding 

from GIC would be used for future expansions. 

Detailed Highlights: 
Demand scenario and financial performance: 
 Demand has remained sluggish, primarily due to a slowdown in discretionary 

spending, further impacted by ‘Adhik maas’ and a shift in the festive period. 

 The company anticipates an upswing in consumer sentiment during and after 

the festive period. 

 While demand remains flat to marginally positive for premium and wedding 

related portfolios, it continues to see some pressure in the mass category. 

 Geography wise, the company continues to see more pain in eastern markets, 

like UP, Bihar and some parts of North India. 

 Revenue growth of 5% was mainly driven by new lines of business as LFL growth 

remained fairly flat in a slower market. 

 EBITDA margin was hit by subdued sales on a cost-based build for higher sales. 

 Gross margins for Madura expanded of 150-200bp YoY, mainly driven by lower 

RM prices. Pantaloons margins contracted 250-300bp, impacted by a demand 

slowdown and impact of EOSS. 

Business segments: 
TCNS: 
 ABFRL completed the acquisition of a 51% stake in TCNS Clothing Company 

Limited in the last week of Sep’23. 

 The second leg of this transaction is anticipated to be completed in next 6-9 

months. 

 Revenues from the segment, which saw an impact in recovery post Covid, are 

expected to improve in the next couple of quarters. 

 The company expects the revenue run rate to reach INR20-25b, with targets to 

achieve double-digit pre-Ind AS EBITDA margins. 

Lifestyle: 
 Business saw an impact of feeble wedding calendar (driving large part of suits 

and blazer), a shift in festivals and an overall economic slowdown. 

 EBITDA margins for Madura remained strong despite weaker revenues as the 

company took active cost-control measures and focused on quality of growth. 

 In 2QFY24, the retail channel declined 4% YoY, while the wholesale segment 

remained flat YoY despite the addition of 17 new stores. 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/ABFRL_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/ABFRL-20231111-MOSL-RU-PG012.pdf
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 American Eagle continued its strong revenue growth at 37% YoY, led by strong 

distribution expansion. 

 Athleisure and innerwear categories continued to see pressures, given the shift-

out demand witnessed post Covid. ABFRL is looking to slow down the expansion 

in this category amid demand weakness. 

 Reebok’s quarterly revenue grew 77% YoY, led by a rapid distribution expansion 

and strong LTL growth. The brand expanded its network with 15 store adds. 

 Premium categories saw a strong performance as the Collective and other super 

premium brands witnessed a stellar growth of 26% YoY, with 11% L2L growth 

over last year. 

Pantaloons: 
 Segment was impacted by persistent consumption slowdown and a shift in Pujo 

to 3QFY24. 

 It continued footprint expansion and added net 5 stores, taking the total to 439 

stores as on Sep’23. 

 The brand continued to enhance in-store ambience and elevate customer 

experience by rolling out new stores with new retail identity. 

Ethnic: 
 The segment’s capex grew 32% YoY as it continued to invest in brand-building 

initiatives and new store openings, with the addition of six new stores in 

2QFY24. 

 The company’s in-house men's premium ethnic wear brand TASVA is now 

available in over 60 stores. ABFRL has reiterated its plan to continue investing in 

the brand building and expansion for the brand given the strong growth 

opportunity. 

 House of Masaba grew 18% YoY with a presence across total 12 stores. 

Other highlights: 
 In 2QFY24, ABFRL added net 48 stores, taking the total store count to 4,056 

across 11.2m sqft. 

 TMRW expanded its portfolio by adding India Garage Company, which 

specializes in male casual space. The company has stated that it has covered 

~90% of investments related to the segment now and expects further 

investments of INR1.5b. 

 Warrant amount from GIC is expected to come in by Mar’24 to the tune of 

INR14, which will be used for funding future growth of the company. 

 ABFRL maintains its debt targets at around INR28b by the end of Mar’24. 

   
  

Barbeque Nation Hospitality Neutral 
Current Price INR 623  

Environment  
 Demand environment continued to remain challenging but has improved 

sequentially.  

 2Q remains a seasonally weak quarter, which has been hit by ‘vegetarian only’ 

days. 76% of the Jul-Oct’23 days were vegetarian days (normally, its 50%).  

 Gross margin is expected to be around 66% going forward  

Formats growth  
 Toscano and BBQ international businesses grew 20%/25% YoY.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/BBQ_Q2FY24.pdf
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 Toscano, BBQ international, and delivery businesses have shown healthy SSSG 

while dine-in BBQ delivered negative SSS. In BBQ as well, North and West are 

doing better than South.  

 The company is looking for both organic (by driving volume growth) and 

inorganic opportunities.  

Store adds  
 Expects net network to reach to 220 stores by FY24 including six stores of ‘SALT’ 

format  

 The company plans to add three new stores of Toscano and Salt each and five 

new store for BBQ. However, the closure of some stores will lead to the total 

store count of nearly 220.  

 Management expects 25-30 new stores additions in FY25 with a mix of all four 

brands: BBQN, Fiesta, SALT, and Toscano  

Launched ‘Fiesta’: Brand extension to capitalize on BARBEQUE’s strengths  
 Fiesta is a multi-cuisine buffet restaurant, which retains the core service focus of 

BBQ Nation  

 The segment focuses on value offerings, which starts from INR599. 

 

Bata India Neutral 
Current Price INR 1,594  

Key highlights  
 Recovery within the mass category remains a mixed bag and was dragged by the 

decision to cut down on discounts. Adjusting for the festive shift, the SSSG was 

positive.  

 The management expects double-digit revenue growth in the medium term, on 

the back of high single-digit SSSG. It expects premiumization to further boost 

this revenue.  

 Early response to apparel category has been encouraging; working on improving 

the merchandising and product placement within stores.  

 The announcement confirms the conclusion of agreement with Nine West, 

granting exclusive rights for manufacturing and retailing products in the Indian 

market. The company plans to initiate the roll out of products in key stores 

initially and will make expansion decisions based on market response.  

Financial performance:  
 SSG for 2QFY24 stood in negative low single digit; excluding the impact of the 

shift in festivals, SSSG was expected to have been positive.  

 EBITDA growth for the quarter was led by improved gross margins (led by mix 

benefit) and cost efficiencies across organization.  

 The company, going ahead, expects SSSG to be in high single digits, with 50% of 

the growth expected to stem from premiumization efforts.  

 The company expects to register double-digit growth in the medium term with 

focus on profitability.  

 The company stated that it is seeing positive early signs of festive demand.  

 The quarter further witnessed an impact of ~INR410 related to VRS 

implementation in one of its facilities, which is a one-time occurrence.  

 ASPs are in the range of INR1,000, while ASPs for Tier 3 and below cities are in 

the range of INR800, maintaining a similar margin profile (20bps lower)  

 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Bata_Q2FY24.pdf
https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://institution.motilaloswal.com/emailer/Research/BARBEQUE-20231106-MOSL-RU-PG010.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=2QFY24 RESULUTS (1. Varun Beverages; 2. Divi’s Laboratories; 3. Bharat Forge; 4. Gland Pharma; 5. Emami; 6. Gujarat State Petronet; 7. Data Patterns; 8. Godrej Agrovet; 9. J K Lakshmi Cement; 10. Indigo Paints; 11. Barbeque Nation)&ListId=116
https://ftp.motilaloswal.com/emailer/Research/BATA-20231109-MOSL-RU-PG010.pdf
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Store additions:  
 The company, as on sep’23 has 2,150 point of sales with a good mix of COCO 

and Franchise stores. 7 

 It further opened 10 pop stores with average store sizes of 100-250 sq ft, of 

which, 1 is under Hush Puppies.  

 Going ahead, it expects that the mix of new stores opened will be 80:20 for 

COCO: Franchise  

 The company’s 40% of new franchise stores opened have been from existing 

partners, which is expected to go to 60%.  

 Floatz’s pop-up stores currently stood at 12 stores, which is expected to grow to 

50 stores in the coming period.  

 In addition to renovating old stores under Hush Puppies, the company plans to 

expand its store presence from the current 120 stores. This expansion is 

expected to enhance the brand’s market share.  

 90% of franchise stores added in the last two-year period has primarily been in 

Tier 3 and below markets, where the ASPs are 20% lower. Despite the lower 

ASPs, these stores achieve the same level of profitability on a store level.  

Partnership with Nine West:  
 The company announced the conclusion of alliance with “Nine West” to 

enhance product offerings.  

 This agreement includes manufacturing and exclusive retailing license for the 

Indian market.  

 The company is currently introducing its products in top stores, and based on 

the response, it will determine the appropriate level of market penetration. This 

strategy may involve opening independent EBOs for the brand.  

Power apparel:  
 The company has received a positive response from 62 stores (constituting 2-3% 

of total store revenue) where the apparel segment was introduced.  

 Currently, the company is focused on refining merchandising and product 

positioning within stores, based on an initial study.  

 It expects SSSG from the apparel segment to be around 4-5% at the store level. 

The ASPs for this segment are ~2x of Power footwear category.  

Brand-wise performance:  
 Across categories, while North start and Floatz continue to grow in double 

digits, Hush Puppies saw some moderation in growth on account of higher base.  

 The company expects in-house manufacturing of Floatz to help improve 

margins.  

 Red label now contributes 4% of turnover.  

Other highlights  
Sneaker studios:  
 The company has improved its presence to 612 stores. This pace of addition of 

sneaker studio is now expected to moderate, while revenue contribution will 

improve.  

 The sneaker segment has seen 500bp improvement in its market share over the 

last two years.  

 However, the YoY improvement in market share has been moderate, given the 

weaker performance of Power brand  
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 The company’s ERP program is expected to go live by 4QFY24, which is in line 

with the company plans.  

 The company has further announced commissioning of IM EVA setup.  

 The company will look to invest in technology in key retail outlet programs, 

which will enable better MBO brand image.  

 Apart from own stores, ~300 franchise stores have been enabled for home 

delivery, thereby improving the share of Omni-channel segment.  

 The company is well on track in terms of BIS implementation and several of its 

sites have been certified.  

 The company has recently introduced a temporary program to variable 

incentives at the store level, aiming to make it 30% of the store-level revenues.  

 Expects exports of 1,00,000 units by the end of FY24; working on improving 

these levels.   
 

Campus Activewear Buy 
Current Price INR 264  

Inventory correction  
 Campus reported subdued performance amid reduced sales volumes (-28% YoY) 

during the quarter due to a weak macro environment (impacted mostly in North 

India) and channel inventory correction of INR400m in trade distribution 

channel, especially UP/Bihar/some part of RJ (INR200m regarding inventory 

correction due to less customer outtake and INR200m due to postpone in 

Diwali).  

Recalibrated business strategy  
 O2O business: AJio and Udaan (impact of INR300m) shut down overnight, which 

led to a decline in revenue.  

 O2O players usually upload inventory in 2Q for 2H season; hence, YoY fall seems 

huge.  

 Ajio revenue contribution declined to INR40m in 2QFY24 vs. INR170m YoY.  

 D2C revenue breakup- O2O business usually contributes INR700-800m on INR5b 

(i.e., 14-16b) and the balance from the managed market place and outright sales 

to online players.  

Current environment  
 Expects normalized growth in 3Q as most of the correction happened in 2Q. 

Customers have downgraded and postponed their purchases to the festive 

season. However, 3Q has seen some green shoots.  

 Q2 was flat in West/South/East, while the loss in market share happened in 

North.  

 Other than the north region, macro environment is stable.  

 25% of the trade distribution sales came from the north region  

Strategy  
 Continues to drive premiumization and strengthen execution strategies in key 

geographies of North & Central. And focus on making further inroads into 

western and southern states in India.  

 Will continue to focus on a) ASP range of INR1000-2000 category and b) UP 

geography as not many organized players are present.  

 UP is the best market for footwear industry and the company will continue to 

advertise and expand its reach in UP.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Campus_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/CAMPUS-20231112-MOSL-RU-PG010.pdf
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 However, now the competition in UP has increased.  

 Focusing on premiumization (not value segment); as a result, product sales from  

 ASP of <INR1000 declined to 25% vs. 30% YoY,  

 ASP of INR1000-1500 increased to 31% from 28% YoY,  

 ASP of INR1500+ increased to 46% from 40% YoY  

BIS standards  
 BIS is applicable only on finished goods, which are produced in-house. BIS is not 

applicable on sole/upper.  

 Currently 20% of the goods are BIS certified and the company will be able to 

take the product to 100% by Dec’23 end.  

 BIS will be applicable from 1st Jan’24.  

Product launch  
 During the quarter, Campus launched ‘Air Turbo’ designed with thermal 

management technology.  

 Stores: Total EBO stores stood at 240+ in 2QFY24; expects to add 5-6 stores per 

month.  

D2C online  
 Market share in Flipkart has increased to 8.5%, as per Flipkart data.  

 Campus peers are adopting liquidation/discounting the product where Campus 

has not adopted, which led to a 28% YoY drop in volumes.  

 Market place business model grew 60% YoY and the company will continue with 

the market place strategy.  

Management churn  
 Mr. Uplaksh Tewary is handling D2C (online & offline channel). He had started 

with the retail channel.  

 Mr. Aseem Sood is handling distribution channel. He has come from FMCG 

background.  

 Strategy is handled by Mr. H.K. Agrawal (Chairman & MD) and Mr. Nikhil 

Agrawal (CEO & WTD).  

  

Devyani International Buy 
Current Price INR 185  

Key Highlights  
 Management expects to reach 2,000 stores by FY26 (vs. 1,358 stores in 1HFY24), 

and the company is on track to open 250-275 new stores in FY24. Priority focus 

will be on KFC to open 120-130 stores.  

 For KFC, the raw material and packing material costs were broadly stable. The 

slight deterioration in gross margin was due to introduction of value meals in 

the new stores to attract more customers. It also expects ROM of 20-21% in a 

favorable environment.  

 To revive the growth of PH, the company has revised the menu, additionally 

spent on promotion and marketing and introduced value product layer.  

 The JV with RKAHPL, which is an existing strong player in Railway business, 

would leverage the Railway’s modernization plans by opening food courts.  

  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Devyani_Intl_Q2FY24.pdf
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Detailed Highlights:  
QSR industry  
 The India QSR industry is addressing 15-16% of the total population  

 The company is not into the rural areas. It is into Metro and non-Metro areas.  

Store additions:  
 Management expects to reach 2,000 stores by FY26 (vs. 1,358 stores in 1HFY24), 

and the company is on track to open 250-275 new stores in FY24.  

 Management wants to target more store openings for KFC (~120-130 stores).  

Current environment:  
 In a hyperinflation situation all around the world, people preferred the burger 

segment, esp. in India.  

 High inflation across industries and categories from a macroeconomic 

perspective has led to a short-term impact on consumer sentiment and 

spending in the last few quarters. Management is hopeful of a rebound in 

consumer spending that will take place in the next few quarters.  

 3Q is usually a strong quarter than 2Q led by festivals like Diwali and Christmas.  

Opportunity  
 The Government wants to modernize the railway station to match with the 

Airport by opening food courts in the Railway stations. The JV will open the 

opportunity for DEVYANI.  

 Additionally, the business has a partnership with PVR, a significantly lower-profit 

business. Both PVR and DEVYANI are testing the products and demand because 

PVR also wants to improve.  

KFC  
 For KFC, the raw material and packing material costs are broadly stable.  

 In order to attract more customers, the company is introducing value layers’ 

meals in new stores. This is leading to slight deterioration in gross margin in the 

initial year.  

 In a favorable environment, probably after couple of quarters, the ROM could 

be around 20-21% for KFC. 

Pizza hut: 
 To revive the growth of PH, the company has revised the menu, additionally 

spent on promotion and marketing and introduced value product layer. 

Costa coffee 
 The increase in milk-related products and coffee prices led to decline in margins 

for Costa Coffee. 

 It indexes the prices with Starbucks and the prices vary according to the place 

like high prices in the malls. 

 The company has not taken any price hike yet.  

 
 

Jubilant Foodworks Buy 
Current Price INR 518  

Store addition  
 Store opening guidance remains unchanged at 200+ Dominos stores and 30 

Popeyes stores. The medium-term target is to reach 3000 Dominos stores.  

 It has introduced the Domino's ACE 2.0 flagship store concept in Gurugram. This 

store has a separate delivery line and offers a better dine-in experience than 

previous models.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

https://ftp.motilaloswal.com/emailer/Research/DEVYANI-20231107-MOSL-RU-PG010.pdf
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 In an effort to support retail expansion, the company increased the number of 

regions in its concentrated structure from 4 to 7.  

 Adding stores for Popeyes is not a constraint, but brand awareness of Popeyes is 

low compared to Jubilant. The company plans to add large stores to establish 

brand. Supply chain is also a constraint in Popeyes. The company will be 

leveraging the Dominos commissary for Popeyes.  

Long-term investments  
 JUBI continues to pursue order-led growth, driven by value offerings and 

investments in technology and future growth.  

 Structural intervention- In order to provide long-term industry margin, the 

company keeps investing in the commissary. Working on the Mumbai 

commissary at the moment; the Bangalore commissary will be open for business 

shortly.  

 There were 33 reimaged stores in 1HFY24, and 100+ stores are expected to be 

reimaged in FY24. Rebranding a store improves the consumer experience and 

increases footfalls.  

 Every four years, the company typically modifies the store design and pallet.  

Guidance  
 The company expects 5-6% LFL growth for Dominos in the long term, led by a) 

price hike, b) increase in multi-channel (i.e. dine-in, increase in delivery 

partners, etc.), and c) use of technology with faster delivery within 20min.  

 Adding 10-12% retail store count and 5-6% LFL growth in Dominos could lead to 

~15% revenue growth in Dominos format.  

 It expects to increase EBITDA margin by 150–200bps from 21% in 2QFY24, 

resulting in long-term EBITDA margin expectations of 22.5-23%.  

Financials  
 JUBI sees positive LFL development in cities where it can deliver in 20 minutes.  

 Data and technology helped the company to improve the ticket size (e.g. 

increase in combo orders led to increase in ticket size) and sourcing (e.g. earlier 

company was importing corn and now sourcing locally).  

 Due to salary hikes in 2QFY24, employee costs grew 12% YoY.  

Others  
 About 50% of the orders came from 19.5m members enrolled in Cheesy 

Rewards.    

 

Metro Brands Buy 
Current Price INR 1,363  

Key highlights  
 Gross margin guidance maintained at 55-57% with CBL gross margins ~35%  

 Implementation of BIS well within the timeline of Jan’24; Frontloaded inventory 

to mitigate supply issue related to BIS implementation  

 Currently looking to clear the old inventory under CBL by FY24 end, after which 

it will focus on brand positioning and acceleration of expansion  

 Will continue to manage growth in the online segment without diluting the 

brand value and by focusing on Omni-channel growth  

Detailed notes  
Demand and performance:  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Jubilant_foods_Q2Fy24.pdf
http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Metro_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/JUBI-20231025-MOSL-RU-PG010.pdf
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 The company stated that despite a higher base in 2QFY23 and a shift in the 

festive period, it reported healthy revenue growth of 15% in 2QFY24.  

 The initial trends are positive in demand during the current quarter due to the 

festive season.  

E-Com:  

 E-com (including Omni) sales stood at INR600m, up 45% YoY.  

 Omni growth remained lower vs. pure-play e-com sales due to supply of 

inventory to online players to stack up for their sales.  

 The company will focus on Omni channel growth to improve inventory 

utilization and control discounting online.  

 The margin profile of the segment remains healthy vs. other online players.  

 It will continue to manage growth in this segment without diluting the brand 

value.  

 Seeing a temporary headwind in form of timing due to a shift in festive demand 

and a higher base in 2QFY23 due to pent-up demand. It does not see it as an 

economic headwind with any significant change in demand profile.  

Pricing and ASP  
 The company stated that ~48% of business share pertained to premium 

category (INR3,000 and above).  

 The lower ASP of INR1,600 despite higher share of premium products is due to 

the sale of accessories. Excluding accessories, the ASP range was around 

INR2,200.  

Expenses and Margins  
 Despite a shift in the festive period and incremental expenses of 100bp due to 

ESOP and Ind-AS, Metro delivered guided PAT growth of 15%.  

 Split between Variable: Fixed cost would be 40:60 on blended basis, which 

would see some changes based on regional level.  

Gross Margins:  

 Gross margins guidance maintained at 55-57%; CBL GM close to 35% in 2QFY24.  

 Gross margins remained higher despite increased share of third-party brands, 

mainly because of higher sales by Crocs and Fitflops. Margins in this segment 

are in line with company average.  

Brands:  
 Crocs: The lower market size for the segment as compared to flagship brands 

(Metro and Mochi) limits the number of stores for Crocs.  

Walkway:  

 The company has stated that it will look to understand and improve the 

business model before accelerating the expansion  

 It has seen good traction in larger markets, which is evident from Hyderabad 

being a very large market for the brand  

 Store level capex remains lower at INR7-8m vs. INR10-12m for Metro/Mochi 

formats.  

FILA:  

 The company, in FY24, will look to clean old inventory and thereafter look to 

improve brand positioning and store expansion and acceleration.  

BIS Standard execution:  
 The company is gearing up for compliance of BIS, which is expected to be 

implemented in Jan’24.  

https://ftp.motilaloswal.com/emailer/Research/METROBRA-20231022-MOSL-RU-PG012.pdf
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 The company has frontloaded inventory to mitigate supply issue due to this 

transition and has also asked its vendor base to certify themselves under the 

regulation.  

Store additions and capex:  
 The company added net 29 stores in 2QFY24 and entered 8 new cities.  

 It recently announced opening of 800th store in the current quarter.  

 The company added 2 Crocs stores and closed 5 stores in 2QFY24 and plans to 

add a total of 12 stores in 9MFY24.   

Raymond Buy 
Current Price INR 1,742  

Current environment  
 After initial softness, the last week of Oct’23 witnessed an uptick in consumer 

demand and management is expecting 2HFY24 to be better, led by festivities 

and the winter wedding season.  

 Global inflationary environment remains a concern for the export market.  

 In India, T4/5 cities have underperformed T1-3 cities.  

Lifestyle business  
 The company expects de-merger of lifestyle business by 1QFY25 and it is listing 

two businesses separately.  

 The company expects lifestyle business to report early-teen revenue growth and 

mid-teen profitability growth for the next five years.  

 Given the customer base and brand perception, the company is able to pass on 

the costs to the customers.  

 Expand retail store network through FOFO model and plans to open 200/500 

stores in the next 12-18 months/3-5 years.  

Branded textiles  
 Quarter witnessed lower off-take due to delayed festivals, wedding dates, and 

Adhik Maas.  

 Suiting business: Witnessed good volume growth led by wool and poly-wool 

categories.  

 B2C Shirting business: Witnessed stable volume/revenue growth.  

Branded Apparels  
 Company had reported mid-single digit SSSG/LFL growth led by a) casualization 

category and b) increasing the distribution outreach.  

 For the next couple of quarters, the branded apparel may deliver 10-12% 

EBITDAM and 14-15% EBITDAM in 3-4 years.  

 Premiumization and operation efficiency led to increase in EBITDA margin.  

 Added 63 stores and closed 17 stores and hence added 46 new stores during the 

quarter.  

Garment  
 Company planning to increase 1/3rd of the capacity by investing INR2b.  

 Healthy momentum in order book maintained with China+1 adoption & 

consolidation of vendors by global brands.  

 High demand continued in the US & Europe markets ked by the existing and 

newly acquired global customers.  

 
 

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Raymond_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/RW-20231109-MOSL-RU-PG010.pdf
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HVCS  
 In the current weak environment, the demand was stable for cotton and linen 

fabric offerings to B2B customers in the domestic market.  

Engineering business  
 The segment witnessed a decline of 12% due to sluggish exports market.  

 In domestic markets, growth was driven by demand in auto components.  

 Synergies in both the businesses (JK files and MPPL) may increase EBITDAM by 

250-300bp.  

Relaxo Footwear Neutral 
Current Price INR 901  

Guidance  
 The company expects 2HFY24 revenue to grow in double digits.  

 RM has moderated and with double-digit volume growth, the operating 

leverage will kick in, and hence it expects an EBITDAM of ~14%  

 The company has sufficient capacity as has incurred INR560m capex in 1HFY24. 

So from now onwards, it expects the ROE/RoCE to improve.  

 The capacity utilization in 1HFY24 was 63% and management expects nearly 

65% utilization going forward.  

Closed footwear opportunity  
 The company expects the closed footwear category to reach INR10b in next 2-3 

years.  

 Due to market weakness, the segment has not performed well (especially from 

the last seven months). Since the markets have not responded over the last 

seven months, it expects 2H to be better.  

 The company has not changed the fixed commission margin of the distributor 

(even for the sportswear)  

Premiumization/Revenue mix  
 Premiumization- The Sparx category ASP ranges ~INR1,000-1,500 and Flite starts 

from INR400. The company targets premiumization from this category 

(especially Sparx) and it will open retail channels.  

 Currently, Sparx contributes 35-40% of revenue where open/close footwear mix 

is at 50:50.  

 ASP wise- Currently, the revenue from INR500+ products contribute 10% of 

sales.  

 Open/closed footwear – It derives 80% of the revenue from open footwear and 

20% from closed footwear  

 Geography wise- 45% revenue contribution from North, 22% from East, 20% 

from West, 13% from South (however, South has seen some challenge due to 

subdued demand)  

 Channel wise- Export contributed 4% of sales and it expects the same % 

contribution in future. Online contributed 12% of sales.  

Strategy  
 The focus of the company will be on expanding the distribution channel rather 

than price cuts as the RM prices are now stabilized.  

 There are 100k MBO outlets in India and company is present in 65k MBO only.  

 The company targets premiumization from the Sparx category by opening retail 

channels.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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Current environment 
 The past 2-3 years were very challenging for the industry due to: a) inflation, b)

unprecedented rain, and c) geopolitical conflicts.

 Pain in closed footwear- Bahamas/Flite volume growth was 20%+ YoY in

1HFY24, the pain generated especially from the Sparx category (reported 3-4%

growth) as the closed footwear season has just started.

 Looking at the environment, management is taking cautious approach in

opening EBOs in 2HFY24.

Restaurants Brand Asia Buy 
Current Price INR 114 
Strategy 

 RBA continues to drive SSSG through increase in traffic (SSTG). Footfalls

increased by higher single digit in 2QFY24. 

 New stores are doing better as earlier a store requires ~3 years to reach its

mature stage and now a new store is reaching its mature stage much earlier.

 Burger is an impulsive purchase; hence, more traffic will lead to high sales. Tier

2/3 cities are contributing strong growth.

India Strategy 

 It has cut SSSG guidance of FY24 by 200bp to 6%; however, the gross margin

expectation of 67% remains intact.

 RBA has 46 restaurants under construction and is on track to achieve 450+

restaurant count by 3QFY24.

 Rolling out ‘King’s Journey’ digital experience restaurants with self-ordering

kiosks, app ordering and table service; expects 100% rollout by FY25.

 RBA has taken a price cut in meals of INR199 to INR119.

Indonesia strategy

 Rolled out Chicken in BK; hence, chicken volume grew 50% and 35% in burgers

 The traffic increased by 17% in BK dine-in; hence, SSSG delivered at 6.5%. Value

offering across burger layers to drive transactions and build APC.

 Addressed taste and portfolio gaps by introducing Crispy Chicken, Spicy Chicken

and desserts category.

 Popeyes has a pipeline to reach 25 stores by 3QFY24 and total Indonesia stores

to reach to 325 stores.

 Capex for a Popeyes store is USD400k and the capex will be done by Indonesia

balance sheet.

 Others

 BK café contributes INR16k ADS i.e. 13% of total ADS of INR126k

 Seasonally 1Q and 3Q are the best quarters for the Indonesia business.

Sapphire Foods Buy 
Current Price INR 1,384 

Summary notes 
 The macro environment remains tough for the QSR category. Usually, 3Q is

better than 2Q for KFC. This time, Oct’23 was slower due to the shift of 

Navaratri in Oct’23. PH usually delivers similar quarter in 3Q like 2Q.  

 For KFC, the company’s strategy is to hold the ROM near 20%, double the store

count in three years, and add another store in the same location when the ROM

surpasses 20% margin.

Click below for  
Detailed Concall Transcript & 

Results Update 

Click below for  
Detailed Concall Transcript & 

Results Update 
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 For PH, the growth rate is slowing down as the company is: a) doubling the 

stores in four years rather than in three years; b) targeting to close only 3-5% 

non-performing stores; and c) refurbishing 12-15% restaurants to enhance the 

customer experience. 

 The corporate cost is expected to jump 15-20% YoY when the revenue grows 20-

25% YoY. 

Macro factors 

 Macro environment remains tough for the QSR category. 

 Despite demand headwinds, exacerbated by an additional month of vegetarian 

days, KFC did well. 

 Pizza Hut is hit by consumer headwinds. Further, the competitive intensity in 

Pizza category has increased. 

 Expect Sri Lanka to turn around in CY24. 

KFC 

 For KFC, the company’s strategy is to hold the ROM near 20%, double the store 

count in three years, and add another store in the same location when the ROM 

surpasses 20% margin. 

 The company has installed digital KIOSKs in 115 restaurants (30% of total KFC) 

 It had launched a value range ‘Snackers’ and ‘double down burger’, which has 

shown encouraging initial results. 

 Usually, 3Q is much better than 2Q. However, Oct’23 could be softer due to 

continued Hindu festivals. 

Pizza Hut 

 For PH, the growth rate is slowing down as the company is: a) doubling the 

stores in four years rather than in three years; b) targeting to close only 3-5% 

non-performing stores; and c) refurbishing 12-15% restaurants to enhance the 

customer experience. 

 It is building brand salience by: a) product innovation (launched large-sized pizza 

in two states), and b) increasing marketing spends. 65% of the PH stores now 

deliver at 2 AM and beyond. 

 Their system (Dragontail system) is integrated with aggregator platforms, which 

deliver fresh pizza and hence, improve customer experience and ratings 

 This system reduces the pizza waiting time in stores, as on the basis of rider 

availability, the system informs when to prepare pizza 

 Expecting a similar quarter for PH in 3Q. 

Sri Lanka 

 Sri Lanka is showing green shoots of macroeconomic recovery due to single-digit 

inflation, forex stability, picking up tourism business, and ease of availability of 

input raw materials. However, utility cost has gone up. 

 Launch of the innovative ‘Melts’, an individual ‘inverted pizza’ snacking option 

has shown encouraging initial results in the country. 

New product criteria 

 The company is not looking for any new category expansion. 

 However, the new product should meet the criteria such as a) product should be 

difficult to build at home, b) available at value, c) production process should be 

easy, and d) omni channel. 

 

https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://ftp.motilaloswal.com/emailer/Research/SAPPHIRE-20231102-MOSL-RU-PG010.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=1. India Strategy (Interim review – Heavyweights in charge; Nifty EPS estimates stable); 2. RESULTS 2QFY24 (a. Tata Steel; b. Britannia Industries; c. Hero MotoCorp; d. Blue Dart Express; e. Sapphire Foods); 3. Restaurant Brand (Poised for growth)&ListId=116
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Others 

 The focus would be to continue to add the same store size, which is omni-

channel based (not delivery-based) and covers dine-in, delivery and takeaways. 

  

Shoppers Stop Neutral 
Current Price INR 659  

Key Highlights:  
 In-tune stores reported healthy traction, with sales throughput of 

INR14,000/sqft and 10%+ store EBITDA margins. SHOP expects margins to settle 

at high single digits for the next 2-3 years, with incremental marketing costs.  

 SHOP saw high single digit SSSG during the Pujo period and expects to sustain 

SSG in mid-single digits and EBITDA margin in high single digits.  

 It plans to add 15-17 departmental stores, 60+ Intune stores and 25 Beauty 

stores over the next two years. As a result, its capex will increase to ~INR3b, 

which will mainly be funded internally.  

 Net borrowings as on Sep’23 stood at INR1b, which is expected to go down to 

INR300-400m by the end of FY24.  

Detailed highlights:  
Financial performance:  
 Revenue growth on LFL basis for 2QFY24 stood in negative mid-single digit.  

 The contraction in gross margins during the quarter was mainly on account of:  

 A high base in Private Brands due to pent-up demand in 2QFY23. 2QFY24 saw a 

60bp impact due to the liquidation of inventory in the segment.  

 Muted sale within the apparel category  

 Loss of inventory worth INR49m due to fire  

 Expenses: Higher rent and electricity costs in 2QFY24 were due to the opening 

of new stores during the quarter.  

 The company stated that store level EBITDA margins across formats stood in the 

range of high single digits.  

KPI  
 ATV and ASP for the quarter grew 5% YoY due to premiumization and increased 

share of watches segment.  

 Apart from the improvement expected to flow in due to festive demand, the 

company is looking to add lab-grown diamonds, which will improve ASPs.  

Strategic Pillars:  
First Citizen:  
 The share of loyalty customers stood at ~77% with 3% growth in members being 

reported.  

 The company’s personalized campaign received 2.3x higher response during the 

quarter.  

 SHOP undertook 500 customer engagement activities during the quarter.  

 The segment further witnessed 9% new enrollment during the quarter.  

Private Brands:  
 Revenue from the segment declined 5% YoY, with its share in total revenue 

down at 14% (excluding In-Tune sales).  

 The Indian wear category witnessed strong growth of 27%.  

 Revenue has seen a pickup and witnessed a strong double digit growth during 

the Pujo period. 

Click below for  
Detailed Concall Transcript & 

Results Update 
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 The company continued its focus on building a campaign around private brands 

and has launched Kashish and Saniya campaigns for the wedding/festive 

seasons. 

 The company stated that while Indian wear and Kids categories are doing well, 

Men’s and Western women’s wear might need some product re-vamp and price 

correction. 

In-Tune: 
 The company opened a total of 6 stores: 2 in 2QFY24 and 4 in 3QFY24. 

 The segment’s pricing remains sharp with two-thirds of assortment priced under 

INR499, and 100% of products under the INR999 price range. 

 Store-level matrix: 

 Store-level profitability was above expectations, with positive operating margins 

at the store level. Gross margins for the segment were broadly in line with the 

company level. 

 The segment is currently operating at close to double-digit EBITDA margins at 

the store level; however, SHOP believes that it may see some incremental cost 

of around 2-3% related to marketing, after which EBITDA margins could range 

between 7-9% for next few years. 

 It plans to maintain the average store size in the range of 5,000 sqft. 

 Store level inventory stands in the range of 8-10 weeks of demand and 4-5 

weeks in warehouse. Overall. it expects to maintain inventory of 12 weeks. 

Store expansion: 
 The company expects to increase the number of In-Tune stores to 20-25 by 

FY24, and it has already started shortlisting the sites. 

 It will follow the cluster-based approach in the expansion and may open some 

experimental stores (25% of incremental stores) in small catchment areas with 

lower rentals. 

 In buying, sourcing, merchandising and marketing, there are dedicated teams in 

place. For other functions, SHOP resources are being leveraged. 

 The company believes that the differentiation vs. peers remains on customer 

profile as Intune offerings are family-oriented, while peers are currently 

targeting young audience. 

Beauty 
 It remains the fastest-growing category with 16% YoY growth. 

Distribution: 
 Sales from Distribution business stood at INR23m in 2QFY24 with positive 

EBITDA. The company has maintained its revenue guidance for FY24 to reach 

~INR2b. 

 The company launched Armani perfume and NARS during the quarter. 

 The company launched ‘SS beauty’ on Instagram along with other campaigns to 

improve the brand presence. 

 It has further launched 13 brands and 200 SKUs under its in-house brand 

‘Arcelia’. 

 SHOP plans to expand to 450 stores by end of FY24. 

 Under the SS Beauty segment, the company is trying various models along with 

focusing on right location and sizing. 

 Apart from the fast-growing fragrance category, the company is focusing on 

prestige section in Make-Up, where the company sees a huge opportunity. 
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Under the Skincare segment, SHOP is launching Israeli skincare brand under 

aspirational category. 

Capex: 
 SHOP opened 4 departmental stores, 3 beauty stores and 4 In-tune stores 

during the quarter with a capex of INR550m. 

 The company saw deferment in opening of 3 Dept. stores due to regulatory 

issues, which will be opened in 3Q. 

 The company plans to open 15-17 departmental stores, 60+ Intune stores and 

25 Beauty stores over the next two years. 

 Annual capex is expected to range around INR3b, with INR1b for Departmental 

stores, INR250-300m for Beauty stores (INR10-12k per sqft capex), INR550-

600m for Intune, INR400-500m for renovation and store deposits of INR500m. 

 The company expects a majority of its capex requirement to be funded 

internally, thereby posing very little impact on the leverage position. 

Leverage: 
 Net borrowings as on Sep’23 stood at INR1b, which is expected to go down to 

INR300-400m by end of FY24. 

Outlook: 
 The company witnessed high single-digit SSSG during the Pujo period and 

expects the momentum to continue with the onset of Diwali. 

 The company expects LFL growth in mid-single digits in 2HFY24. 

 It has reiterated its FY25 margins to be in the range of high single digits, with 

improvements expected in FY26. 

 
 

Titan Buy 
Current Price INR 3,394  

Performance and outlook  
 The company raised capital amounting to INR25b split into two tranches of INR 

12.5b each. The funding, with a favorable blended rate of 7.74% over 24 

months, is intended for the acquisition of CaratLane, utilizing a combination of 

external and internal resources.  

 Gold prices have increased by around 10% since 30th Sep’23. Despite the recent 

stability, customers typically wait until the last moment for festive purchases. 

However, management expects a surge in customers over the next 10 days, 

provided there are no further jumps in gold prices.  

 The contribution from new customers is currently at 48%, with a consistent 

trend of ~45%. New customers often start with lower ticket sizes, below 

INR75,000, as they familiarize themselves with the brand. Repeat customers, on 

the other hand, tend to make larger purchases, contributing significantly to their 

lifetime value.  

 The customer profile primarily consists of individuals who traditionally 

purchased gold jewelry elsewhere. These customers, often from metros and 

larger cities, are drawn to everyday gold products like bangles, earrings, 

fingerings, and chains.  

 Being positioned next to other prominent national brands has surprisingly 

worked in Tanishq’s favor. Despite the perception of premium positioning, 

Click below for  
Detailed Concall Transcript & 

Results Update 
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customers quickly recognize the superior quality of their designs, finishes, and 

in-store experiences.  

 The gold exchange program’s contribution was above 40%. Out of the total gold 

exchanged, non-Tanishq gold contributed 33% in 2QFY24.  

Segmental information  
Jewelry  
 Tanishq is expanding its market share by capitalizing on formalization and 

targeting the low-market share and high-value space. The growth is driven not 

only by the number of buyers but also by a 50% contribution from increased 

ticket sizes.  

 Tanishq's growth is particularly high in the greater than INR2 lakh space, while 

the sub-INR50k segment faces reduced (new buyer) growth due to market 

competition and consumer stress.  

 Tanishq has 13 international stores with a significant portion of repeat 

customers. It is attracting a diverse set of non-Indian customers too.  

 Zoya operates in eight standalone stores, with six or seven more in the pipeline. 

TTAN is anticipating about 15 standalone stores before the next Diwali.  

 Zoya is also present in several galleries within Tanishq company stores. The aim 

is to cover the top eight cities or towns.  

 Zoya achieved ~INR1.4b revenue last year and is targeting 50% growth this year.  

 Zoya enjoys better gross margin than Tanishq, mainly due to its intensive focus 

on studded business (95% share). The remaining factors contributing to higher 

operating leverage result in significantly elevated margin and profitability.  

 CaratLane focuses on an attractive product strategy within a specific price 

segment, experiencing growth mainly led by buyers rather than ticket sizes.  

 CaratLane's new buyer growth is comparable across Tanishq Mia on the same- 

store parameter. Despite concerns about same-store growth being impacted by 

new store additions, the overall city growth remained positive.  

 CaratLane is priced at approximately INR24k to INR25k, while Mia falls in the 

range of INR31k to INR32k. The ticket value for Tanishq is INR140k.  

 Mia is available in almost all Tanishq stores, and in some Mia stores, it also 

offers a complement of Tanishq products. Mia predominantly features 14-carat 

jewelry, while Tanishq focuses on 18-carat in the studded space.  

Watches and Wearables  
 Titan and International brands (Helios) were the key enablers in analog watches, 

exhibiting strong double-digit growth in Average Selling Price.  

 The sales from e-commerce more than doubled as the partners stocked up in 

anticipation of strong 3QFY24 festive season sales.  

 In Wearables, Fastrack jumped ~4x in volumes, growing the fastest within the 

portfolio.  

Eye Care Performance  
 International brands experienced faster YoY growth of ~14%, while the in-house 

brands’ growth aligned with that of the division. The share of international 

brands improved slightly, now contributing over 25% to the overall portfolio.  

 The division's growth primarily stemmed from a rise in volumes, with the 

average selling price staying consistent YoY. Within channels, Titan Eye+'s 

growth was similar to that of the division.  
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 The division included four new stores of Titan Eye+ (net), while Fastrack 

extended its presence in metros by opening one new store in Chennai during 

the quarter.  

Emerging Businesses  
 In the Fragrances & Fashion Accessories (F&FA) segment, Fragrances saw a 12% 

YoY growth, while Women’s Bags, driven by the 'IRTH' brand, achieved a robust 

31% YoY growth. However, other fashion accessories, including belts and 

wallets, experienced a 40% YoY decline.  

 Taneira's sales witnessed a ~64% YoY growth. The brand expanded by opening 

four new stores in the quarter, bringing the total store count to 51 across 25 

cities.  

Lab-grown diamond  
 The company has experienced a drop in diamond prices, particularly in higher- 

carat solitaires, due to international demand and supply dynamics. This might 

lead to margin dilution over the next seven to eight months as inventory prices 

influence margins.  

 The company primarily focuses on the non-solitaire diamond business, and the 

future price trend remains unpredictable.  

 The major portion of TTAN’s studded business pertains to non-solitaire items. 

The company has not found the necessity to make price adjustments in this 

segment, considering it as part of the usual fluctuations. Price corrections have 

only been implemented on the solitaire side.  

 Internationally, higher carat diamond prices have declined due to factors like a 

bullwhip effect in the supply chain, weak demand due to economic factors 

(especially in China, Europe, Japan, and the US), and a shift in the US bridal 

market towards lab-grown diamonds, which accounted for 40% by volume. This, 

along with oversupply, has led to price corrections.  

V-Mart Retail Neutral 
Current Price INR 1,720  

Key highlights  
 Margin impact was mainly due to a decrease in ASP and product mix; Expects 

margins to stabilize post 3QFY24.  

 Expects ASPs to moderate further in 3QFY24 as the company looks to regain 

volume growth.  

 Opened 8 stores and closed 2 stores; Maintains store addition target of 50 

stores for FY24 with 14 stores already opened in 3QFY24.  

 Completed the transition of Vmartretail.com to Limeroad with no loss of sales; 

expects cash burn in the segment to narrow down going ahead.  

Highlights in detail  

Demand environment:  
 The management stated that early trends for festive demand have been 

encouraging, with the eastern part of India seeing healthy traction during Durga 

Pooja.  

 It believes that volume growth was driven by an overall improvement in the 

macro environment amid easing inflationary pressures, improved footfalls (13% 

YoY growth) and good monsoons in majority of regions.  

  

Click below for  
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Financial performance  
 The shift in the festive period and the onset of ‘Adhik maas’ impacted revenue 

growth for 2QFY24.  

 Revenue growth in the offline segment was mainly supported by LFL volume 

growth of 6% and store additions.  

 Decrease in ASP, shift in product mix toward lower price and liquidation of high-

priced inventory during EOSS also impacted margins for the quarter.  

 The company expects the margin trajectory should stabilize post 3QFY24 and 

overall margins for FY24 to be lower vs. FY23 as VMART will look to build 

volumes.  

 Expenses (excl. Limeroad) grew 14% YoY. The quarter further saw rationalization 

of marketing spends within LimeRoad.  

 Unlimited segment witnessed savings in rent and other expenses due to the 

closure of non-performing big stores.  

Pricing and volume:  
 Volume growth was mainly due to rationalization in ASP by the company.  

 South segment has seen incremental ASP decline, which was a required price 

correction as the company looks to introduce VMart pricing in the market. 

 VMART expects 3QFY24 ASPs to be on lower side as it looks to improve volume 

and bring back entry price-point customers. 

Capex and working capital: 
 The company opened 8 stores and closed 2 in 2QFY24. It has further opened 14 

stores in 3QFY24 already. 

 It maintains its store addition guidance of 50 stores for FY24 in addition to 

renovation of older stores. 

 Inventory as on Sep’23 saw a decline on absolute basis YoY, which also helped 

improved working capital. 

 ~70% of old high-cost inventory has been dealt with and remaining is expected 

to be liquidated in current quarter. 

 Creditor days: some arrangements with vendors have led to benefits in creditor 

terms, which has helped cash flow. 

 90% of store inventory is fresh, while some inventory in warehouse is yet to be 

supplied to stores before the festive period. 

Other Highlights: 
Limeroad: 
 The company completely transitioned VMartretail.com to Limeroad with no 

losses of sales. 

 The segment is witnessing strong double-digit growth (+21% in 2QFY24) in NMV. 

 The company expects to see curtailment in cash burn and limit losses to 20% of 

EBITDA. 

 For the next three months, it would focus on 1) optimizing the customer 

acquisition cost, 2) acquiring more customer projects, 3) improving thru-put to 

achieve targeted EBITDA, and 4) integration of online channel with offline 

stores. 

 While NMV for Sep’23 vs. Jun’23 was higher, cash burns were lower by 34%, 

which indicates focus toward improving profitability. 

 It expects Nov’23 to see 50% lower burns vs. Jun’23. 
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 The company is working on improving the logistics chain and analytical tools to 

enhance customer servicing. 

 It is also looking to roll out new initiatives in VMart and Unlimited stores, while 

the decision on legacy stores, which have seen some laggards, would be taken 

soon. 
  

Vedant Fashions Neutral 
Current Price INR 1,297  

Key Highlights  
 Subdued demand during the quarter was mainly due to the shift in wedding 

dates and slowdown in discretionary demand. The management expects the 

festive period and the higher number of weddings in 2HFY24 to compensate for 

the weak 1HFY24.  

 Apart from adding 35,000 sq.ft., the company renovated ~0.1m sq.ft. area to 

capitalize on the upcoming festive demand.  

 The company is planning to expand its presence by adding 4-5 more stores 

under Twamev and establishing one flagship store for Mohey (two small stores 

already added). These new stores will be operated on a pilot basis before 

finalizing the expansion strategy.  

 Working capital remained elevated due to an increase in receivables and 

inventory days, primarily attributed to the addition of new stores and lower-

than-expected revenues. Additionally, there was a buildup of inventory to meet 

the festive demand.  

Demand Environment and outlook:  
 The company stated that the soft performance in 2QFY24 was mainly due to 

reduced number of wedding dates and the comparison with a higher base in 

2QFY23 when demand resumed following the impact of Covid-19.  

 The company attributes its slower growth to subdued demand within the 

consumer discretionary space and does not identify significant competition as a 

major factor affecting its performance.  

 The company, however, has seen a good traction since the onset of Navratri in 

terms of footfalls and ABV. The company sees tailwinds from 12 wedding dates 

in 3QFY24 and 29 dates in Q4FY24 along with the festive period to drive demand 

for 2HFY24.  

 The company reported a cash conversion of 75% (WC over PAT on TTM basis) in 

1HFY24.  

 Sales mix for 1HFY24 and 2HFY24 is expected to range around 35:65 given the 

shift in business towards 3QFY24.  

 Strong store addition and increased marketing initiatives along with the 

expectation of revival of consumer demand is expected to aid the revenue 

growth in 2HFY24.  

Footprint expansion:  
 The company continued with its focus on network expansion, increasing its 

retail footprint by rolling out 35,000 sq.ft, bringing the total rollout to 0.12m 

qs.ft. in 1HFY24.  

 The company added 7 stores in 2QFY24, taking the EBO count to 669 stores 

across 260 cities.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 The company has 653 stores nationally, including 4 EBOs for Twamev.  

 The company further undertook the renovation of 0.1m sq.ft. during the 

quarter.  

Emerging brands:  
Twamev  
 The newly set up stores have seen a positive momentum with improved 

consumer response.  

 Apart from the 4 EBOs stores opened, the company will sign 4-5 more EBOs in 

the coming months and expects to take the total count to 8-10 stores by FY24.  

 These new stores will be operated on a pilot basis before finalizing the 

expansion strategy.  

 The company is looking to offer premiumized products under this category with 

Lehengas starting at a price of INR50,000 and ASPs ranging around INR80,000 

for the women segment.  

Mohey:  
 The segment is witnessing improved KPIs across categories such as Sales, SSSG, 

and opening of Mohey stores within Manyavar flagship stores.  

 While the inventory deadstock within the category is higher than the company 

average, the conversion rates for the segment are better than the company 

average.  

 The company rolled out its first smaller set of Mohey EBO stores within malls in 

Bangalore and Patna. The flagship store in Bangalore will be delayed due to 

construction delays.  

 The split between women: men category stood at 45:50 within the larger stores 

flagship stores. This could particularly be due to early trends of shopping for the 

festive season within the women category.  

Working Capital:  
 Receivable days was higher, mainly due to factors such as addition of new stores 

and slower revenue growth. Similarly, inventory days were higher due to the 

seasonal impact of inventory buildup for 3Q.  

 Overall dead stock on the company level remains less than 4%, which 

contributes significantly to its profitability.  

 The company continues to focus on improving its product range and conducts 

weekly reviews of its designs to remain relevant in the market.  

Online segment:  
 The company’s website Manyavar.com has seen healthy growth post its launch 

in Apr’23  

 While the channel share remains small at 3%, the online segment’s share within 

lower price range (INR4,000 and below) has improved to ~8%.  

 Presence of Value category Manthan has further aided growth within the 

segment  

 The company did not undertake any price hikes as improvement in ASPs was 

mainly supported by premiumization and improved product offerings.  

 Non-groom business outgrew Groom business within Manyavar owing to 

reduced number of weddings during the quarter.  

 The company is further building up merchandising within the kids segment, 

which will see improved presence within the Flagship stores.  
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 45% of the business originated from the Grooms segment despite the lower 

number of bills, given the higher ABV for the category.  

Brand building and campaigns:  
 The company undertook category-based marketing under the “Kids” category, 

along with brand campaign for Twamev and Mohey during the quarter.  

 It has further on-boarded actor Ram Charan as Brand ambassador.   
 

Westlife Foodworld  Neutral 
Current Price INR 871  

Menu renovation  
 McSpicy Fried Chicken continued to see strong momentum in south, led by 

brand campaigns with Jr. NTR.  

 Shravan Special menu saw good traction in key markets in Jul-Aug’23.  

 Premiumization and innovation in desserts and beverages portfolio continued 

with Mixology, Oreo Cones and KitKat range.  

Current environment  
 There was still pressure on macro spending, which decreased the frequency of 

eating out. However, the business gained market share in the 2QFY24 and 

should see positive development in 3QFY24.  

 The company has not taken any pricing action in the quarter; on the contrary, it 

is focusing on increasing the value product portfolio.  

Store addition  
 FY24 capex remains unchanged at INR2-2.5b, which includes 40-45 store 

additions and 30-35 renovations.  

 Expects 25-30% of total stores by FY27 contributing through drive-thru stores.  

Performance  
 The company delivered +3% SSSG in 1HFY24 and 11% YoY revenue growth vs. 

1HFY23.  

 EBITDA grew 7% YoY in 1HFY24. Despite lower EBITDA margin on account of 

higher G&A costs, gross margins improved by 93bp YoY in 2Q. GM improvement 

was led by improved mix and cost-saving initiatives, whereas input costs 

remained mostly in line with the company’s expectation.  

 The company will stick to its strategy pillars of Omni channel, menu innovations, 

and network expansion.  
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 IT managements, across the sector, remained cautious on account of a slowdown in key verticals and 
geographies. Management indicated that the reprioritization of projects and execution deferrals on 
discretionary areas continue to put significant pressure on revenue conversion. Weak growth in 2Q was due to 
the continued softness in key verticals, with BFS, Retail, Communication, and Hi-Tech seeing major declines. 

 Although the deal signing activities were strong in 2Q, management expects the meaningful pick-up in volume 
from large deals to come only in FY25, which led to trimming the FY24 revenue guidance. Management also 
indicated that despite the slowdown in revenue growth, it is comfortable to sustain margins in FY24. 

 
KEY HIGHLIGHTS FROM CONFERENCE CALL 

 
 Revenue outlook for FY24  Sustaining margin (%) 

 

 A demand slowdown was more pronounced than anticipated in 
2QFY24 due to lower discretionary spending and the reprioritization 
of spending to core operations. 

 The management has alluded to the fact that it is difficult to project 
discretionary spending that will bake into the next budget cycle, and 
it is even more difficult to comment on clients’ propensity to spend 
in this environment. 

 For FY24, it has revised revenue growth guidance to 5-6% YoY in CC 
(6-8% CC earlier). 

 EBIT margin guidance has been retained at 
18.0-19.0%.  

 

 The macro environment remains challenging due to the impact of 
digital transformation and discretionary work, which is affecting 
volumes. 

 INFO surprisingly lowered the upper end of its FY24 revenue growth 
guidance to +1.0-2.5% YoY CC from +1.0-3.5% YoY CC earlier. 

 The guidance cut was attributed to delays in ramp-ups of mega deals 
and reductions in discretionary spending. 

 Despite the steep revenue guidance cut, INFO 
has maintained its FY24 EBIT margin guidance 
at 20-22%. 

 

 The weakness in revenue growth was mainly led by the continued 
slowdown in discretionary spending and clients reprioritizing cost 
optimization projects. 

 Macro uncertainties continued to weigh on client spending in 
discretionary areas, resulting in tepid near-term growth 
expectations. 

 TCS’ management has indicated that client spending remains muted 
in the near term but it is seeing definite signs of macro recovery and 
improvement in client engagement over the medium term. 

 Management has suggested that there is 
further scope for improvement in utilization 
and productivity as freshers are deployed and 
repurposed into projects. 

 

 Management expects the slowdown to continue in the 
Communications vertical, especially in relation to 5G-related 
investments 

 The sector is undergoing significant challenges, while major telcos 
remain under stress as they have invested heavily in 5G 
infrastructure and are awaiting outcomes from those projects. 

 TECHM is strategically utilizing various 
methods to enhance its margins and it firmly 
believes that FY25 is poised for significant 
margin improvement. 

 

 Management expects the degree of impact from furloughs to be 
higher than the earlier trend, which led to another quarter of weak 
topline growth guidance. 

 Management indicated that slower decision-making and cuts in 
discretionary spending should hurt its 3QFY24 performance. 

 The deal pipeline remains healthy, with a significant portion focusing 
on cost reduction initiatives and efficiency-driven projects rather 
than solely relying on large-scale digital transformation deals. 

 3Q margins would be under pressure due to a 
scheduled wage hike. However, the resilience 
observed in 1HFY24 margins is expected to 
provide support, mitigating the potential 
downside impact on the full-year FY24 
figures. 

 
 
 
 
 
 
 

HCL Tech 

Infosys 

TCS 

Tech 
Mahindra 

Wipro 
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Cyient Buy 
Current Price INR 1,812  

Commentary on verticals  
 Connectivity: The telecom infrastructure spending is facing headwinds in the 

near term due to consecutive rate hikes and elevated inflation. Otherwise, the 

functional areas of the Telecom Asset and Network Design are ramping up quite 

well. Both Europe and the US are generating equal opportunities for network 

fiberization and throughput on the 5G rollout.  

 Aerospace: The Aerospace demand of the MRO and engineering services is 

relatively strong, while the design engineering service is volatile. The design 

service is expected to gain pace once the development cycle with a new 

platform gets initiated, although the timeline is uncertain.  

 Sustainability: It has a larger scope on the regulatory and compliance fronts. 

The ancillary services on mining activities using IoT, AI, and sensors are gaining 

traction among its clients. With the acquisition of Citec, the company now has a 

significant presence in the Energy, Oil & Gas, and Electrofuel capabilities.  

 New Growth Area: (1) The automotive segment is gaining traction on the 

autonomous and connectivity solutions. The overall demand trend for the 

segment remained strong, which is equally contributing to its service offerings 

on the embedded and software development horizontals. (2) The semicon 

segment remains in pain due to the inherent weakness led by chip shortage; 

however, it is expected to recover on the back of an increase in demand for AI 

and Auto segments.  

 The management mentioned that it is witnessing some delays in decision-

making and projects approvals. However, once a contract gets signed, it gets 

executed faster without any pause from the client.  

 The Aerospace vertical is quite immune to 3Q seasonality and furloughs. 

However, connectivity is likely to see some impact from furloughs in 3QFY24.  
Commentary on Margin  

 The company has witnessed an improvement in operating margin despite the 

wage hike impact this quarter. The management indicated that the earlier 

investment in driving efficiency is benefiting the overall cost optimization efforts 

over the last couple of quarters. Additionally, the pricing benefits in a couple of 

segments have supported margins.  

 The wage hike impact is expected to flow through 3Q and 4Q as well; however, 

management remained confident enough to absorb the impact through multiple 

margin levers.  

 Management was confident of achieving the DET margin guidance (+150bp to 

+250bp), as the 2Q run-rate already exceeded the upper end of the guidance.  

 

Coforge Neutral 
Current Price INR 5,625  

Demand outlook  
 Deal wins continued to be strong at USD 313m, including three large deal wins 

during the quarter. Among the three large deals, one was a USD20m+ BPS deal 

with a new client, while other two were in the airline space.  

 It added 18 new logos during the quarter, and the 12-month executable order 

book increased 16.6% YoY. COFORGE has strong repeat business at 93% despite 

macro headwinds.  

 For 19 out of its 20 large clients, COFORGE competes against Tier-1 players and 

has been winning over its larger peers.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Cyient_Q2FY24.pdf
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https://ftp.motilaloswal.com/emailer/Research/CYL-20231019-MOSL-RU-PG008.pdf
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 Though the demand environment continues to be stressed, the company is 

seeing good traction for digital transformation, product innovation, legacy 

modernization, and cloud migration. It sees strong growth opportunities for 

GenAI and data analytics.  

 Though management is seeing green shoots in BFS, Insurance, and Travel, the 

macro headwinds persist.  

 3QFY24 is expected to see elevated furlough and a tepid growth, followed by 

strong 4QFY24. Despite elevated furloughs and continued macro weakness, 

management is confident of achieving 13-16% growth guidance laid out during 

the start of the quarter.  

 In Travel and Transportation, management is seeing pockets of spend increasing 

on experience, security, and product development. As the macro environment 

remains weak, this vertical should deliver growth similar to the company 

average over the next 12-18 months.  

 In BFS, management indicated that digital transformation and modernization 

deals are not going away, and that data analytics would continue to expand. 
Margin performance and outlook  
 Despite furlough impact, margin is likely to see 100bp+ improvement in 3QFY24 

on account of: 1) hedging gains – 50bp, 2) absence of client event cost 

(happened in 2Q) – 40bp, and 3) gains from the decline in ARC.  

 2QFY24 saw a one-time increase in ESOP expenses on account of accelerated 

vesting based on completion of certain milestones. ESOP costs are anticipated 

to moderate going forward. We expect 30-40bp decrease in ESOP costs in FY25.  

 The company reiterated its guidance to improve its gross margin by 50bp and 

maintain adjusted EBITDA margin similar to the FY23 levels.  

 Offshoring further picked up in 2QFY24 to 52%. The journey to 55% offshoring is 

expected to remain gradual.  

 The headcount increased due to both fresher and lateral hiring. The drop in 

utilization is on account of fresher additions during the quarter.  

 Cash flow g  eneration is expected to pick-up in 2HFY24 led by usual seasonality. 

Full-year OCF to EBITDA conversion should be in the range of 65-70%.    

 

HCL Technologies Buy 
Current Price INR 1,327  

Demand and industry outlook  

 Growth in 2QFY24 was aided by ER&D (+5.0% QoQ CC). IT Services grew 0.9% 

QoQ in CC. Overall service growth was stood at 1.6% QoQ CC, while organic 

service growth was 1.0% CC  

 Revenue growth in 1H fell below the anticipated line (leading to revision in FY24 

revenue guidance) due to a reduction in discretionary spending and the 

reprioritization of some budgeted spending, which could lead to a near-term 

dent in growth. However, HCLT expects 2H to contribute meaningfully to 

revenue growth and help it achieve its revised revenue target.  

 The pipeline continues to be heathy, although it has declined 10% from its peak 

in 2Q as a large mega deal (Verizon) was closed during the quarter. Nonetheless, 

it sees a strong opportunity in the new and emerging technologies and 

continues to chase large deals.  

 Overall, the demand environment is volatile as spending sentiment across 

enterprises keeps on changing. The management has alluded that it is difficult to 

project discretionary spending that will bake into the next budget cycle, and also 

difficult to comment on clients’ propensity to spend in this environment.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/HCL_Tech_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/COFORGE-20231019-MOSL-RU-PG010.pdf
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 The company expects healthy growth of 2.6%-3.8% CC QoQ in Q3 and Q4, as (1) 

the ramp-up in large deals will contribute meaningfully to Q3 and Q4; (2) Q3 is a 

seasonally strong quarter for the software business, as it expects the renewals 

to come through in the next two months; (3) It expects a ramp-up in deals that 

were booked in Q2, with some improvement in discretionary spending. 

 HCLT reported consolidated organic growth of 0.5% CC QoQ, while another 

50bp came from the integration of ASAP (for one month). In service growth, 

ASAP contributed 60bp QoQ in 2Q. The ERS business reported organic growth of 

1.6% QoQ CC vs. 5.0% growth reported in Q2 (including 1-month ASAP 

integration). 

 With the acquisition of ASAP, the company has broadened its ERS service 

offerings with a major presence in the automotive segment (Autonomous and 

connectivity sides). With this acquisition, the company has strengthened its 

foothold in the Germany market with top OEMs as its major clients. 

 During the quarter, the company won a strategic USD2b mega deal, where HCLT 

would be a primary service provider for its enterprise customers and it will 

participate in the new client acquisition, drive sales and offer managed service 

solutions to Verizon clients. 
Margin performance 
 In 2Q, the company saw margin improvement of 150bp — ~210bp came 

through the service business; ~50bp contributed by a reduction in travel, 

discretionary spend and cost optimization effort; and 70bp contraction was due 

to the integration of ASAP. 

 The company has maintained its margin guidance, given cost optimization 

measures carried out in 2Q. Additionally, it expects that the deployment of 

freshers and managed service engagements are incremental levers to improve 

margins. 
 The company had undertaken a calibrated approach and deliberately optimized 

costs, where major cuts were witnessed in third-party subcon (down 70bp), 

normalizing travel costs from its peak in Jun’23. It expects another 50bp margin 

improvement to come through in the coming quarters.  

Infosys Buy 
Current Price INR 1,439  

Performance in 2QFY24 and demand outlook  
 The macro environment remains challenging due to the impact of cuts in digital 

transformation and discretionary work, which is affecting volumes. Revenue was 

supported by better realizations and one-time items. 

 In terms of large deal wins, INFO reported its highest-ever quarterly TCV of 

USD7.7b with 21 large deal wins, including four mega deals, in areas of cost 

optimization, transformation and AI. The deal win number did not include a 

USD1.5b MoU signed during the quarter. 

 Mega deals are expected to ramp up in the fag-end of 4QFY24 and FY25. Despite 

high deal conversions, the deal pipeline remains healthy for INFO. 

 The management believes that the company is gaining market share in areas of 

cost optimization and vendor consolidation deals. 

 For financial services, INFO expects the softness to persist in mortgage, asset 

management, investment banking and card payments. 

 In retail, client budgets remain tight. INFO is seeing increasing interest for GenAI 

in retail. Clients in energy and utilities remain cautious. 


Click below for  
Detailed Concall Transcript & 

Results Update 
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 Manufacturing continues to do well for INFO on account of vendor consolidation 

deals and demand from cloud and supply chain transformation programs.  

 Communication remains affected by near-term uncertainty and high opex. Large 

deal wins will help INFO to mitigate some of the impact.  

 The management has trimmed the upper end of its revenue growth guidance by 

1% on account of continued slowdown in discretionary work and back-ended 

support from large deals.  
Margin Performance and Outlook  
 During the quarter, margin tailwinds included 50bp gains from cost 

optimization, 30bp from one-time items, and 30bp from forex, partly offset by a 

50bp headwind from high third-party software expenses.  

 The management expects continued improvement in margin, aided by margin 

improvement program ‘Maximus’. Margin levers include pyramid 

rationalization, utilization, automation, indirect costs and value.  

 INFO has announced a compensation review for employees in Nov’23.  

 The pricing has remained largely stable for INFO.  

 Despite an uptick in utilization, the management sees further room for 

improvement and support for margins going forward.  
 Despite a further cut in its revenue growth guidance, the management remains 

confident of achieving EBIT margin in the range of 20-22%.  

LTIMindtree Neutral 
Current Price INR 5,521  

Demand and industry outlook  

 The deal wins remained strong during the quarter at USD1.3b, up 20% YoY with 

a higher share of efficiency-focused deals. The deal pipeline continues to remain 

healthy.  

 The management indicated that there was a large renewal deal in 2Q order 

book. The number of higher tenure cost take-out deals is increasing.  

 LTIM has participated in multiple vendor consolidation deals, resulting in a net 

gain for the company.  

 Many clients are expected to finalize their budgets for the next calendar year 

during the October to December quarter. Although these budgets could 

potentially be higher than the current year, it remains difficult to make precise 

predictions at this time.  

 Completion of existing programs and cuts in client budgets are creating short-

term pressure on growth, despite positive developments in deal signings.  

 BFSI – There is a heightened sense of caution among clients in the BFSI sector; 

however, the insurance segment continues to perform well. Large financial 

institutions continue to focus on cost-optimization efforts, while specific Fin-

tech clients are focusing on modernizing their technology stack. The insurance 

sector is expected to see continued spends as it upgrades its technological 

infrastructure.  

 Hi-Tech should remain strong for LTIM with continued growth momentum in 

3QFY24. The growth should remain broad based.  

 Expect sustained growth in the Manufacturing sector due to the acquisition of 

new accounts.  

 For Energy, large EMS and IMS deals will continue to drive growth.  

 CPG and Retail should benefit from an uptick in deal pipeline with several deals 

conversions expected in 3QFY24.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 The Travel sector is experiencing significant traction in international leisure and 

business travel. Despite inflationary pressures, the vertical is expected to grow 

due to the new deal wins. 

 Healthcare should continue to do well on data-led transformation deals. 

 Europe did well on the back of successful ramp-ups in key accounts. 

 Despite expectations of higher furloughs (beyond manufacturing and banking), 

the management is confident of strong 2HFY24 growth. This confidence stems 

from the ramp-up of deals signed in 1HFY24 and a strong pipeline in the 

upcoming quarters. 

 The management suggested better 2HFY24 growth than in 1HFY24. The growth 

is expected to remain broad based. 3QFY24 is already seeing good deal activity 

for LTIM. 

 The management re-iterated its USD 10b aspiration over the next four to five 

years, which would be a combination of both organic and inorganic growth. 

Margin performance 

 The 200bp wage hike impact on EBIT margin was partly offset by higher 

utilization (60bp) and operational efficiency, including gains from the absence of 

visa costs (70bp). 

 The larger deals are structured in nature and can be planned and executed more 

efficiently (unlike discretionary work, which required JIT hiring). 

 The management remains confident of exiting FY24 at 17-18% margin. 

Additionally, it anticipates another 200-bp margin improvement above that by 

FY27, driven by the synergies resulting from the merger. 

 LTIM on boarded 1,400 freshers during the quarter. Going forward, the hiring 

will be in line with the growth expectations. 

 The management is comfortable with the current level of utilization. 

  
 

 L&T Technology Buy 
Current Price INR 4,596  

Demand and industry outlook  
 The number of deals in the pipeline is higher than last year. The deal velocity is 

slightly lower, while the average deal size is slightly bigger. The deal tenure has 

increased to 3.5 years now from average of 2.5 years earlier.  

 LTTS expects some projects to get paused due to an elongated United Workers 

Strike (UWS) in the US. It also expects delays in the execution of some projects 

due to the Israel-Palestine conflict, as it has a small number of employees in the 

region whom the company cannot deploy to the running projects. These are the 

two major factors behind the reduction in the company’s revenue growth 

guidance to 17.5-18.5%.  

 It expects soft growth in Medical, ISV and Semicon in 3QFY24. Additionally, 

delayed decision-making and a cautious approach by clients are the other macro 

headwinds.  

 Clients want to start with smaller projects and ramp up gradually when they see 

macro recovery. Vendor consolidation deals and new-age technology projects 

are gaining traction over legacy projects.  
Vertical-specific demand commentary  

 Transportation - Growth was broad-based across all three sub-segments. The 

acceleration in capability building for software-defined vehicles (SDV) is 

incentivizing in terms of strengthening engagements and drawing partnerships 

with US OEMs and tier-1 suppliers. The overall pipeline remains healthy and 

continues to grow.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Plant & Engineering - Broad-based growth was seen in FMCG, O&G and 

Chemical sub-segments. Carbon capture, green and alternate fuels under O&G 

and Chemical are driving growth, while capacity expansion under FMCG is 

attributed to the growing pipeline in the US and Europe.  

 Industrial products – Growth was weak due to slower decision-making and an 

elongated sales cycle. The sales engine is little slower; otherwise, the deal 

pipeline remains heathy and it is chasing large deals in the segment.  

 Telecom – The integration of SWC has augmented end-to-end engagements 

through combined offerings. LTTS and SWC together won their first USD10m+ 

large deal and won two large orders in India while chasing few others actively. It 

is seeing a good opportunity in vendor consolidation and cost optimization 

initiatives. However, some pressure remains in the semicon segment. 

 Medical – The company won two large deals in 2Q with TCV of USD20m each. 

Other deals are in the areas of digital device manufacturing and optimization 

with AI powered solutions and cybersecurity. It expects growth to bounce back 

for this vertical. 
Margin performance and outlook 
 The company managed to offset the Q2 wage hike impact to a large extent by 

leveraging SG&A and driving efficiency through automation and AI. 

 The margin performance was good in Transportation, Plant Engineering and 

Telecom. 

 LTTS expects to sustain the onsite/offshore mix in contracts at the current level, 

which should support margins. 

 The company aspires to deliver 17% margin in FY24 and expects to improve it to 

18% in 1HFY26. 
 It expects to further improve utilization, optimization of subcon, and offshore 

(as margin levers).  

 Mphasis Neutral 
Current Price INR 2,335  

Demand and industry outlook  

 The weakness in BFS continued to impact 2QFY24. On the other hand, there is 

good traction in travel and healthcare. The adoption of AI remains strong.  

 The mortgage business declined 7% during the quarter, bringing DR (digital risk) 

to just 6% of revenue vs. 11% last year. The order book appears to be bottoming 

out of DR.  

 The anticipated recovery in the mortgage business did not happen in 2Q as deals 

were pushed to 3Q.  

 Despite weak macro and furlough impacts, the management remains confident 

of growing in 3QFY24 followed by a stronger 4QFY24. Inorganic revenue should 

further aid this growth.  

 Logistics and Travel continued to do well. Traction continues in airline as well. 

Memphis expects good growth thanks to a strong order book.  

 The tightening of spending is visible across the BFSI space due to overcapacity 

there. While clients are cutting back on discretionary spending, transformation 

projects are still happening.  

 The merger of two of its top 10 BFSI clients presents a good opportunity for 

MPHL on account of integration.  

 MPHL has strong partnerships with hyperscalers and sees lots of opportunities 

there.  

 The recent acquisition of Silverline will help MPHL improve its Salesforce 

capabilities and unlock a wider TAM. Silverline provides digital transformation 

and consultancy services on Salesforce. It has the highest-tier partnership with 

Click below for  
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Salesforce and presents a strong opportunity in the area of customer experience 

transformation.  

 Silverline has a presence in BFSI, Retail, Healthcare and Media. MPHL sees good 

cross-selling opportunities with Silverline, as it brings strong marquee clients. 

Silverline was consolidated w.e.f. 1st Oct’23.  

 After record deal conversions in 1QFY24, 2QFY24 deal signing activity 

moderated. The management suggested that deal wins can be lumpy in nature.  

 The diversification efforts from the management translated into a strong order 

book (ex BFSI). BFSI contributed to 38% of the pipeline in 2QFY24. There is a 

constant shift in the pipeline towards larger deals. 

 The deal pipeline of healthcare was up 3x YoY, with two-thirds of the pipeline 

being application-centric. MPHL expects continuous traction there. 

 Though deal conversions have improved owing to better decision-making, the 

revenue conversion is still slow. 
Margin performance 

 M&A-related expenses are expected to be around 70-80bp of revenue. These 

include integration expenses, retention bonuses and amortization of intangibles 

related to the acquisition. 

 Adjusting for the M&A charge, the management is confident of maintaining 

margins in a narrow band of 15.25-16.25% with an upward bias for the rest of 

the year. 
  

Persistent Systems Neutral 
Current Price INR 6,464   

Growth and demand outlook  
 Deal booking activity was at a record high as some deals were delayed to 

2QFY24 from 1QFY24.  

 The deal pipeline remains healthy owing to the company’s proactive efforts 

rather than going through the RFQ route. New deals consist of a higher number 

of long-tenure deals.  

 The Technology vertical is likely to sustain its growth momentum as PSYS is one 

of the strongest firms among its peers on the engineering side. PSYS has created 

a niche in carve-out deals, which will continue to drive growth for this vertical.  

 There is good traction in BFSI and PSYS has won against many Tier-1 companies 

as clients seemed to be unhappy with Tier 1 names. As a result, PSYS is gaining 

market share.  

 Similarly, in healthcare, there is strong traction and PSYS continues to win 

against large peers.  

 Given weak macro, there is higher leakage from the deals won; therefore, PSYS 

needs to win a higher number of deals to maintain growth.  

 PSYS is experimenting with GenAI tools in-house, which can then be replicable 

at scale and offered to clients.  

 Many hyperscalers have embarked on the GenAI journey. This presents a good 

opportunity for players like PSYS, who participate in their growth journey.  

 PSYS is pleased with the relationship with its Top client. It no longer has a 

revenue-sharing arrangement with the client, which will improve stability. 

Therefore, a typical 3Q seasonality trend with the top client will be absent.  

 Given the strong ACV, the management remains confident of strong growth 

despite a weak macro environment.  

 The management will continue to prioritize growth before margins as there is a 

lot of demand to capture.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 The management has suggested that it has enough strength to execute the 

strong deal won.  

 After the successful integration of past acquisitions, PSYS is now ready to pursue 

new M&A opportunities.  

 3QFY24 furloughs in BFSI and Tech are expected in line with the past trend.  
Margin performance and outlook  

 PSYS rolled out industry-leading wage hikes, averaging 7% offshore and 3% 

onsite. This had 270bp impact on margins. This was partly offset by higher 

utilization, the absence of visa costs, favorable forex and operating leverage.  

 Utilization was high in 2QFY24 due to higher volumes and lower headcount.  

 PSYS will not throttle hiring to bring down utilization. It is comfortable with the 

82-84% utilization range. The management has also suggested that every 1% 

improvement in utilization will yield a 30bp improvement in PAT.  

 Given strong demand opportunities, PSYS is still carrying inefficiencies in its 

operating structure to tap growth, which leaves a lot of room for margin 

improvement.  

 The management is reasonably confident of recovering its margins to FY23 level 

in FY24.  

 It has maintained its aspiration of improving operating margins by 200-300bp 

over the next few years.   

  
Tata Consultancy Services Buy 
Current Price INR 3,510   

2QFY24 performance and demand outlook  

 The macro environment remains weak similar to 1QFY24, leading to a broad-

based slowdown.  

 In 2QFY24, revenue from deal wins converted as planned but got neutralized by 

a persistent weakness in discretionary spending, project completions and re-

prioritization of spends.  

 There is heightened caution among clients in North America and continental 

Europe, while momentum in UK remains strong.  

 Retail continues to face challenges as multiple sub-verticals are witnessing a 

slowdown, including essential spending. The household savings level remains 

low in the US.  

 2QFY24 was very strong for the products business. With all the products now 

clocking high ARR, they are now offered on a SaaS model.  

 The deal pipeline remains strong despite strong deal wins. TCS expects deal wins 

to remain strong. There is no material change in ACV of the projects as there is 

no material increase in project tenures compared to the past.  

 Though revenue from order wins is expected to improve in 2HFY24, uncertainty 

remains high on discretionary and project ramp-downs.  

 During the quarter, TCS won two mega deals of USD1b each from BSNL and JLR. 

TCS is system integrator for the BSNL deal. Though the current deal amounts to 

USD1b, post-implementation maintenance work could lead to incremental 

business. A significant portion of this deal is expected to get billed over the next 

12-18 months.  

 Caution among clients is leading to the re-prioritization of spending to optimize 

cost, which is driving strong TCV. Operating model transformation deals remain 

strong, with six large deals won during the quarter.  

 GenAI continues to see tremendous interest from clients. TCS is co-innovating 

with multiple clients and seeing a progressive increase in use cases and 

Click below for  
Detailed Concall Transcript & 

Results Update 
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complexity of GenAI deals. Mature clients are taking an organization-wide 

approach to implement GenAI.  
Margin performance and outlook  

 TCS saw good sequential margin improvement of 110bp. Margin tailwinds 

include 100bp from utilization, productivity and rationalization of sub-contractor 

expenses, along with 35bp improvement on account of discretionary spends as 

the business reaches critical mass.  

 The management has suggested that improvements in utilization and 

productivity, along with the rationalization of discretionary and sub-contractor 

expenses, remain margin levers for 2HFY24.  

 The reduction in headcount in 2QFY24 was on account of the recalibration of 

gross additions, as TCS realizes benefits from investments in fresher hiring over 

the last few quarters.  

 TCS expects hiring to remain muted in the coming quarters.  

  
 

Tech Mahindra Neutral 
Current Price INR 1,206  

Organizational restructuring  

 TECHM is undergoing a rigorous organizational restructuring exercise at present. 

As a result, there is a temporary decrease in revenue from certain regions, 

business lines, and clients that are not meeting the established standards set 

during the restructuring activities. The new structure will be effective in Jan’24  

 Management is confident that the new structure will improve efficiency, 

enhance the customer experience, promote innovation, and drive 

modernization on a large scale. Additionally, the new structure would: 1) be 

doubling down focus on top accounts; and 2) augment the sector as it has 

tremendous rights to win (Communications and Manufacturing), and then 

gradually build upon other sectors (BFSI and Consumer).  

 The company has taken definitive actions in 2QFY24 to prioritize its core 

business and functions, while deprioritizing certain service lines. It has 

terminated/closed down a few projects for realignment purpose, leading to a 

drag in the 2Q revenue growth.  

 As a part of the restructuring exercise, TECHM is utilizing its inherent strength in 

Communication (core) and Manufacturing (through its Parent), which will 

continue to be the key focus areas of its new structure.  

 For large deals, the company is building capabilities in each SBU with deal 

advisory relationships to pursue significant deals in the areas of Digitization, 

Transformation, GenAI, and Cloud migration. The company has also set margin 

aspiration and it would continue to evaluate every large deal wins.  
Demand and industry outlook  

 Telecom – The sector is undergoing significant challenges, while major telcos 

remain under stress as they have invested heavily in 5G infrastructure and are 

awaiting outcomes from those projects. TECHM has established labs and use-

cases in 5G and is building close relationships with these OEMs. They are also 

applying their expertise in Enterprise, specifically in the areas of Manufacturing 

and Travel. However, management does not anticipate any immediate recovery 

in the Communications vertical.  

 Manufacturing – The momentum continues in 2Q as the segment is under-

invested in technology. It continues to gain traction in: a) remote engineering 

from developers’ perspective, and b) customer experience from sales 

perspective.  

Click below for  
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 BFSI – TECHM has a deep presence in Insurance in the US and Europe. The 

company is benefiting from this and is plugging the gap that is being created on 

the Banking vertical. Within banking, selective capabilities such as mortgages 

and asset management continue to do well in Europe. TECHM is actively forming 

partnerships and developing a go-to-market (GTM) strategy to tap into the 

existing accounts and acquire new ones.  
Margin performance  

 TECHM is strategically utilizing various methods to enhance its margins and 

firmly believes that FY25 is poised for significant margin improvement. The 

company is: 1) changing the service mix while leveraging upon high-realization 

horizontal line (digital product engineering vs. service assurance); (2) realigning 

the cost structure of acquired entities; 3) driving Automation; and (4) optimizing 

sub-contractor expenses. However, no meaningful measures have been taken 

on optimizing SG&A costs.  
 The adjusted EBIT margin in 2Q was 7.3% (down 150bp QoQ). Apart from 

restructuring, the additional costs incurred in 2Q were related to multiple 

stakeholder dependencies, which are leading to a drag in operating margin.  

  
 

Wipro Neutral 
Current Price INR 400   

Performance and demand outlook: 2QFY24  
 The America 2 segment has experienced a significant economic slowdown, 

primarily attributed to its heavy reliance on consulting and banking clients.  

 In 2Q, the TCV of deals showed a healthy mix of NN and Renewals. However, 

enterprises are exercising caution in the short term, resulting in delayed 

decision-making processes and a prolonged time for revenue conversion. There 

has been a significant reduction in discretionary spends within the consulting 

segment, which is significantly affecting overall growth prospects.  

 The company has strategically allocated additional time and resources to 

expand its presence in potentially large accounts, a move that has led to 

increased success in securing large deals over the past few quarters. The 

company anticipates that the conversion rates for these deals will improve as 

the market sentiment recovers, paving the way for a robust growth rebound in 

the near future.  

 The deal pipeline remains healthy with a significant portion focusing on cost 

reduction initiatives and efficiency-driven projects, rather than solely relying on 

large-scale digital transformation deals.  

 The decline in revenue guidance for 3Q bakes in higher the impact of furloughs 

compared to the previous year, along with continued challenges related to 

revenue conversion.  

 The management indicated that the clients have reached a level of maturity, 

where they are willing to invest in technology. However, their current market 

sentiment is hindering their expenditures in the short term. The company 

remains committed to ongoing engagement with clients on GenAI as a 

productivity improvement tool. Furthermore, they are evaluating ways to drive 

efficiency while reduce costs in their operations.  

 Through Wipro AI 360, the company has successfully trained 80k employees in 

basic GenAI principles. Working with various alliances and partnerships, Wipro is 

integrating GenAI into HR functions and talent procurement activities. These AI 

solutions are anticipated to improve employee productivity by 30-40%.  
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Margin outlook  

 3Q margins would be under pressure due to a scheduled wage hike. However, 

the resilience observed in margins in H1 is expected to provide support, 

mitigating the potential downside impact on the full-year FY24 figures.  

 Despite experiencing revenue decline in 2Q, the company was able to sustain 

margins through several cost optimization measures. These efforts were 

complemented by strategic measures, including transitioning toward high-

margin businesses and improving the overall business mix.  

 On the delivery excellence, the company is making consistent efforts to drive 

automation/AI and reduce operational costs, while improving utilization on the 

functional and delivery side. The utilization has improved 470 bp over the last 

four quarters through optimization of the organizational pyramid structure, 

enhancements in the offshore/onshore workforce, and reductions in 

subcontractor expenditures.  

 

Zensar Tech Neutral 
Current Price INR 552  

Growth and outlook  

 ZENT reported revenue growth of 0.2% QoQ in CC, led by Manufacturing and 

BFSI verticals.  

 New service lines, such as experience, data, and advance engineering, are 

gaining strong traction.  

 Europe and Africa did well, aided by new business and revenue diversification 

measures. The US was weak because of project closures by large clients.  

 The order book was strong in 2QFY24 at USD195m on account of spill over of a 

few deals from last quarter and a few early closures. Excluding those factors, 

deal wins were in line with the normal run rate.  

 The deal pipeline has remained strong as the management is working on 4-5 

large deals, and it continues to see a higher contribution from cost-takeout 

deals. Cross-selling has resulted in good new business from existing clients.  

 Hi-tech remains under pressure and the timeline for its recovery is uncertain. A 

recovery should only happen once interest rates moderate in the US. The near-

term demand environment remains weak.  

 ZENT has carved out Healthcare as a separate vertical. It is already strong in the 

Life Sciences and Med-tech space. Healthcare remains a focus area for growth.  

 ZENT has already started upskilling employees and completed ~100 proofs of 

concepts around GenAI.  

 There has been a significant amount of focus on new business beyond top-20 

clients, which is paying off.  

 The furlough impact in 3QFY24 should be similar to the previous years.  
Margin performance and outlook  

 Despite rolling out higher wage hikes that the industry (190bp impact) and the 

absence of a one-time gain vs. last quarter (80bp), ZENT was able to maintain 

margins due to favourable FX (30bp), improved utilization (50bp) and lower 

SG&A (170bp).  

 On SG&A, the 40bp increase from wage hike was offset by cost optimization, 

while ZENT saw 160bp tailwind due to the reversal of FY23 management bonus. 

Normalized SG&A expenses were largely flat QoQ.  

 The management has suggested that margin improvement over the last few 

quarters has created headroom for investments to develop capabilities and 

investments in SG&A.  
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 ZENT is upskilling and training employees around GenAI and deepening domain 

capabilities across verticals. There is a huge focus on experience services – 

design research, design UI, and customer experience.  

 Moderation in D&A was because of a reduction in amortization for acquisitions 

closed in the past. D&A should remain similar to 2QFY24 levels going forward.  

 Offshoring and utilization remain well optimized. The management does not see 

any upside from current levels.  

 ZENT expects to maintain margins in the mid-teens (14-16%) going forward and 

will reinvest above those levels for growth.  

 

 

 

 

 



 
 

November 2023  234 

TELECOM| Voices 

TELECOM  
 

 Managements expect earnings growth to remain moderate due to slow market share gains and limited tariff 
hikes. Capex was low in 2QFY24 owing to seasonality; however, expect 2HYFY24 capex to be elevated due to 
5G rollout and rural coverage. 

 
KEY HIGHLIGHTS FROM CONFERENCE CALL 

   Outlook for FY24  Margin Commentary 
   Capex is expected to moderate in the coming 

years, as most of the capex will peak out in FY24, 
but the company may spend on spectrum 
renewal in the next fiscal. Radio capex is high 
because of the rollout of 5G and new 4G sites. 

 ARPU increased by INR3 in 2Q, out of which INR1.8 could 
be from one extra day and INR1.2 from organic growth. 
In addition, the delta between the 2G base plan (INR179) 
and the 4G entry-level plan (INR239) reduced to INR60, 
which left the lower upside compared to previous 
quarters. 

 Bharti has paid out a substantial portion of the 2015 
spectrum charge, carrying a 10% coupon rate. The 
outstanding balance is INR100b. Incremental FCF will be 
utilized for spectrum repayment and dividends. 

  VIL continues to pay monthly payment until 
Oct’23 and Indus is working to lay out another 
plan to clear off its past dues.  

 The demand for passive infrastructure will rise as a result 
of rising data consumption and the quick adoption of 5G 
networks. 
 

  Management believes short-term margin and 
RoCE would decrease to below 20% due to M&A 
and the rise in mix of digital portfolios. However, 
the long-term target remains within 23-25%. 

 Cash capex would be higher than accrued capex. 
The organic capex is likely to remain within the 
guidance range of USD250-300m.  

 The funnel is improving vs. slowdown in the last year; 
order booking improved in 1HFY24 but is less than 
expected because of macroeconomic and geopolitical 
uncertainties.  

  There is INR71.4b debt repayment coming up 
until Sept’24, out of which INR16b is towards 
ATC, whose timelines are under negotiation, 
while the rest is mainly bank debt. 

 In Aug’23, VIL took price action in the minimum recharge 
category in a total of 15 circles (vs. 4 circles in the past 
quarters), reducing the validity of the INR99 plan to 15 
days from 28 days. The full effect of the tariff change will 
be reflected in 3QFY24. 

 5G Capex is heavily reliant on funding; at the moment, 
they are concentrating on equity investments, including 
the INR20b promoter funding, and will eventually contact 
banks.  

 
 
 

Bharti Airtel Buy 
Current Price INR 971  

Key highlights  
 The monetization levers remain intact, aided by 1) a shift from feature phone to 

smartphone and from prepaid to postpaid, 2) data monetization, and 3) price 
hikes. Bharti has achieved its ARPU goal of INR200 and now targets a long-term 
goal of INR300.  

 Capex is expected to moderate in coming years as most of the capex will peak 
out in FY24, but it may spend on spectrum renewal in the next fiscal. Radio 
capex is high because of the rollout of 5G and new 4G sites.  

 Bharti has paid out substantial portion of 2015 spectrum charge, carrying a 10% 
coupon rate. The outstanding balance is INR100b. Incremental FCF will be 
utilized for spectrum repayment and dividends.  

 ARPU increased by INR3 in 2Q, out of which INR1.8 could be from one extra day 
and INR1.2 from organic growth. In addition, the delta between the 2G base 

plan (INR179) and the 4G entry-level plan (INR239) reduced to INR60, which 
left the lower upside compared to last quarters.  
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Detailed notes  
Geographic segments:  
 Two verticals with more or less equal sized  
 Domestic business as well as data centers, sectors: doubled its growth run rate 

over the last four quarters and continued to accelerate momentum  
 Global business, which serves carriers and OTT companies (including wholesale 

traffic data, CPaaS), saw a slowdown because large global OTTs deferred their 
spending.  

Strategy  
 Looking at opportunities through two key lenses: 1) rural, 2) 150 cities.  
 In rural, it has deployed +30k sites to expand coverage in 60k villages.  
 Airtel network planning for 150 cities which contribute +80% of post-trade 

homes and B2B opportunities.  

Capex  
 SA vs NSA: Airtel will switch to standalone architecture when it is required, and 

it expects new additional benefits.  
 Satellite: Airtel, like RJio, is a mere distributor of third-party satellite 

constellations. Airtel uses SES for its DTH business, Hughes for VSAT, and 
OneWeb solutions to serve the Indian market.  

 Capex was low in this quarter due to seasonal effects (monsoons). Investments 
are focused on 5G rollout, rural expansion and fiberization covering homes, B2B 
and data centers.  

 Prudent capital allocation- Almost 66% of 5G sites now offload 4G traffic.  
 Capex is expected to moderate from coming years as most of the capex will 

peak out in FY24. Radio capex is high because of the rollout of 5G and new 4G 
sites.  

 Spectrum: Bharti has paid out a substantial portion of 2015 spectrum charge, 
carrying a 10% coupon rate. The outstanding balance is INR100b.  

Subscriber shift  
 Three drivers leading to premium subscriber shift: 1) Family plan, 2) 

densification of stores (100-150 sqft) to 300 stores with 150-200 under 
construction, and 3) launch of 5G.  

 Markets like Gujarat, Delhi, Mumbai Kerala are penetrated only 7-8% by 2G 
devices, while places like Bihar, UP, Odisha, Rajasthan there is a high chunk of 
2G devices. In the next 3-5 years, all of these 2G users may switch to 
smartphones.  

Tariff  
 Bharti is not targeting a higher 5G tariff but plans to strive for an overall tariff 

hike.  
 The core drivers of ARPU remain intact: feature phone to smartphone upgrades, 

prepaid to postpaid, data monetization, increase in lower tariff prices and 
growth of international roaming.  

 Improvement in ARPU in 2QFY24 was due to one extra day.  

AirFiber  
 Almost 35% of the acquisitions are through Airtel Black. Here, AirFiber will 

complement FTTH and help to bridge the gap in catchments with weak fiber 
reach.  

 The equipment cost has been falling and may fall further with an increase in 
volumes, which will make FWA a good complement to Fiber.  

 It has commenced FWA testing in three cities and will be rolling out in full by 
CY23.  
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Airtel business:  
 Its digital services portfolio, which comprises Airtel IQ, IoT, Ads, Cloud, SD-WAN, 

and Airtel Finance, contributes 20% of domestic Airtel business.  
 Top 500 companies in India account for ~90% of industry growth and Bharti sees 

strong traction on all lines of business.  

5G  
 5G network coverage and customer base continued to grow, though there was 

no monetization of 5G, given no extra charge for unlimited data plans.  
 Currently having 55m unique customers on 5G Plus network across the country.  
 Airtel Black customers share grew 500bp YoY  
 The user, who moved from 4G to 5G, saw a ~5-8% increase in usage.  

Others  
 In the last 12 months, Airtel added ~100bp of market share gain from high-end 

phones.  
 DTH: Lost 169k customers in 2QFY24. Revenue growth was driven by the price 

increase.  
 After the Supreme court decision on license fees. The company’s calculation and 

the auditors’ calculation are broadly the same.  
 

Indus Towers Neutral 
Current Price INR 187  

Key takeaways  
 The demand for passive infrastructure will rise as a result of rising data 

consumption and the quick adoption of 5G networks.  
 VIL continues to pay monthly payments until Oct’23, and Indus is working on 

another plan to clear-off past dues.  
 Order book is healthy and likely to remain even stronger in the next couple of 

quarters. Hence, it is expected that the capex may remain elevated.  
 As the network matures, the company expects the demand for new sites to 

increase in order to aid the network decongestion. The launch of FWA will also 
drive data consumption that will require infrastructure.  

Detailed notes:  
VIL payment terms  
 VIL continues to pay monthly payments until Oct’23, and Indus is working on 

another plan to clear-off past dues.  
 Receivables increased during 1HFY24 (<INR13b), but has been cleared off in this 

quarter.  

5G rollout  
 Top 2 operators now serving +50m 5G customers each and urban coverage 

across the country is expected to be completed by Dec’23.  
 5G Base Transceiver Stations (BTS) of 340,000 have been deployed by the 

operators with more than 7,000 BTS deployed per week where RJio deployed 
800,000 5G cells in 300 days.  

 As the network matures, the company expects demand for new sites to increase 
in order to aid the network decongestion.  

 Launch of FWA will also drive the data consumption which will need 
infrastructure.  

 Total data consumption across the top three operators grew by 24% YoY in 
1QFY24 and the average data consumed per user per month grew by 15% YoY to 
22.4 GB  

Tower and Co-Location base & additions  
 Indus owned and operated 204,212 macro towers with 353,462 macro 

colocations in 22 circles  

Click below for  
Detailed Concall Transcript & 
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 During the quarter, net macro co-locations increased by 5,583. Exits during the 
quarter were 840 added 5928 macro towers. 

 Cost of a leaner tower ranges between INR350-500k and a macro tower 
between INR1.5-2.5m. In terms of return, leaner tower are slightly better at 
around mid-double digit while macro tower returns depends on the tenancy 
duration. Starting with a single-digit return and when the tenancy improves, 
returns would be in double digits.  

Reduction in rentals  
 The rental per operator declined during the quarter due to delay in revenue 

recognition for their customer.  
 Company is in discussion with the customer and hence will recognize the 

revenue.  

Order book  
 Order book is healthy and likely to remain even stronger in the next couple of 

quarters. Hence, it is expected that the capex may remain elevated.  
 The rural expansion for a major customer should continue in the near term.  
 
 

Tata Communications Neutral 
Current Price INR 1,707  

Key highlights  
 Margin trajectory: Management believes short-term margin and RoCE would 

decrease to below 20% due to M&A, and the increase in mix of digital portfolio. 
However, long-term target remains within 23-25%.  

 Deal wins: The funnel is improving vs. slowdown in the last year; order booking 
improved in 1HFY24 but is less than expected because of macroeconomic and 
geopolitical uncertainties.  

 Capex: Cash capex would be higher than accrued capex. The organic capex is 
likely to remain within the guidance range of USD250-300m.  

 Inorganic deals: The company is looking forward to the opportunity in AI and 
ML; hence, it is in discussion with NVidia for AI infrastructure in India.  

Detailed summary  

Strategy  
 The customer interaction market is likely to report 25%+ CAGR, creating a 

market opportunity of USD27m. Acquisition of Switch and Kaleyra will help 
TCOM increase its product offerings in the market.  

 The company is looking forward to the opportunity in AI and ML. Hence, it is in 
discussion with NVidia for AI infrastructure in India.  

 Acquisition of Kaleyra helped the company increase the product offerings and 
enter into new geographies.  

 TCOM continues to invest in the underlying capabilities (both sub-marine and 
terrestrial) in terms of augmenting capacities and new routes.  

Financials  
 India revenue continues to grow at double digits, and international revenue 

continues to gain momentum steadily.  
 WC increased due to: a) a delay in payment by one of its large customers, and b) 

a delay in TDS filing that made TCOM ineligible to take credit.  
 Cash capex would be higher than accrued capex. The organic capex is expected 

to remain within the guidance range of USD250-300m.  
 Management expects DPS to contribute 40% of data revenue aided by Kaleyra 

and Switch.  

Impact on EBITDA  
 Factors would lead to a decline in EBITDA in the short term: a) organic mix 

towards digital portfolio (low-margin business), which will continue to remain a 
drag and b) impact of M&A  

Click below for  
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 Management expects the margin to contract below 20% and RoCE below 20% in 
the short term. However, the long-term target remains within the 23-25% 
range.  

Macro environment  
 The funnel is improving vs. slowdown in the last year; order booking improved 

in 1HFY24 but is less than expected because of macroeconomic and geopolitical 
uncertainties.  

 However, the level of interaction with customers globally is improving; though 
the customer conversion rate is fluctuating.  

 
 
 

Vodafone Idea Neutral 
Current Price INR 14  

Key takeaways:  
 In Aug’23, VIL took a price action in the minimum recharge category in total 15 

circles (vs. 4 circles in last quarters), reducing the validity of its INR99 plan to 15 

days from 28 days. The full effect of the tariff change will be reflected in 

3QFY24.  

 5G capex is heavily reliant on funding; at the moment, it is concentrating on 

equity investments, including the INR20b promoter funding, and will eventually 

contact banks.  

 The impact of SIM consolidation is decreasing and the industry is witnessing 

subscriber growth.  

 There is INR71.4b debt repayment coming up until Sept’24, out of which INR16b 

is toward ATC, whose timelines are under negotiation, while the rest is mainly 

bank debt.  

Commentary in detail:  
Strategic investments  
 VIL has taken a price action in the minimum recharge category in total 15 circles 

(vs. 4 circles in last quarter), reducing the validity of its INR99 plan to 15 days 

from 28 days. The full effect of the pricing did not reflect in 2QFY24 as the action 

took place in Aug’23.  

 The company continues to focus on investment in 17 circles that contribute 98% 

of VIL’s revenue.  

 It focuses on network investment for expanding 4G sites and increasing capacity 

for existing 4G sites. It is in discussion with various vendors to roll out 5G and 

introduce more products to monetize the 5G opportunity.  

 Its partnership with Yotta data services may enhance the data center co-location 

and cloud services portfolio in India.  

Industry trends  
 The industry is witnessing growth in real subscribers and the impact of SIM 

consolidation is decreasing.  

 VIL is able to save its premium customers.  

Funding  
 In the absence of fresh investments, VIL continues to expand 4G coverage only 

and fulfill vendor payments. 5G capex is largely dependent on funding.  

 VIL focuses on equity investments because, on that basis, banks will disburse the 

loan.  

 

 

Click below for  
Results Update 
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Operating performance  

 The company's primary goal is to convert 4G users to unlimited plans, which has 

allowed it to steadily increase ARPU over the previous nine quarters.  

 ARPU increased 2% QoQ to INR142 due to two factors: a) customers switching 

to 4G and b) price plan increases.  

 VIL provided tax expenses of INR8.2b due to the Supreme Court’s judgment on 

license fee tax treatment as a capital not revenue expense. Interest will be over 

and above, which is included in the interest cost.  

 The company had requested the Supreme Court to hear in ‘open court’ 

regarding a) the arithmetic error in the calculation of AGR dues and b) interest 

for delayed payment is very high in penal nature. The curative plea has not been 

admitted yet.  

India mobile conference  

 VIL showcased the power of next-gen technology and 5G at the conference.  

 Its IoT solution will make the ports of the countries on par with international 

infrastructure. It is leveraging Vodafone PLC’s IoT capability in India.  
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APL Apollo Tubes Buy 
Current Price INR 1,651  

Raipur plant  
 The company achieved sales volume of ~100KMT from Raipur plant in 2QFY24  

 Raipur plant achieved capacity utilization of ~28% in 2QFY24. It is expected to 

reach ~40% in 3QFY23.  

 For roofing sheet, EBITDA/MT jumped on the back of better utilization within 

Raipur plant (~50% in 2QFY24)  

 The company generated an EBITDA of ~INR500m from the Raipur plant in 

2QFY24, clocking an EBITDA/MT of ~INR5,000  

 It expects EBITDA/MT to reach ~INR6000-7000 going ahead  

 Currently, Raipur plant has available production capacity of ~1.2MMT. 

Production of super light tubes has already started. Thicker coated sheet 

production will start in Nov’23  

Demand scenario  
 APAT witnessed destocking of inventory in 2Q due to volatility in steel prices.  

 Volume off-take was also soft in Oct’23 due to festive season. However, the 

company expects demand to bounce back from the second half of Nov’23.  

Manufacturing capacity and capex  
 APAT currently has a total manufacturing capacity of ~3.7MMT, which is 

expected to go up to ~5MMT in the next 12 months  

 Most of the capex incurred (~INR3.5b) in 1HFY24 was spent on Raipur and Dubai 

facilities  

 Going ahead, management expects ~INR2b of capex in 2HFY24 for its Dubai 

facility  

Guidance  
 Company is guiding for ~2.8MMT of sales volume in FY24  

 It expects the manufacturing capacity to reach ~5MMT by FY25. This will be the 

sellable capacity and the capacity utilization can even go beyond 100% (~105-

110%).  

 Accordingly, management aims to achieve sales volume of ~5MMT by FY26.  

 Management expects the EBITDA/MT to be ~INR4,500-5,500 in the near term as 

there could be pressure on margins especially within the general structure 

segment due to volatility in steel prices  

 However, with the Raipur and Dubai facilities ramping up, EBITDA/MT is 

expected to rise going ahead  

 The company believes that EBITDA/MT of ~INR6,000 is achievable when the 

capacity utilization of Raipur plant reaches at optimum level  

 APAT will further increase its capacity once its reached sales volume of ~40KMT 

per month  

Exports  
 Export sales grew 28% YoY in 2QFY24  

 Currently, it is exporting ~100KMT on an annual basis.  

 With commission of Dubai plant (~300KMT), exports share can increase to ~10% 

of total sales volumes of the company by FY27 (currently ~5% of total volumes).  

 Margins in export will be ~20% higher than the domestic market  

Others 

Click below for  
Detailed Concall Transcript & 

Results Update 
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Other key highlights  
 There was no substantial inventory gain or loss during the quarter.  

 APAT is clocking ~20KMT per month of volumes from platforms of Shankara. 

Management is confident that these numbers will grow in line with the sales 

growth of the company.  

 Management believes that the gross debt levels of APAT have peaked out. It 

expects APAT to become a net-cash company soon.  

 The company’s current CFO was elevated to Director of Operations. Therefore, it 

has hired a new CFO.  

 In structural steel tubes, APAT is the largest company globally. In steel tubes 

also, APAT is the third largest player (there are two bigger companies in China).  

 Company is launching advertising camping with Amitabh Bachchan and Akshay 

Kumar. It has an advertising and promotional budget of ~INR500-600m for FY24  

 Working capital days remained stable at around five days in 2QFY24.  

 The company witnessed RoCE of ~32%% during the quarter (Ex of Raipur plant, 

RoCE stood at 40%)  

 Around 90% of the total sale is made to distributors, ~5% are exported and ~5% 

to OEM  

 The promoter has no plans to sell the stake of the company any further.  

 Some of the products are already generating high single-digit margin. Going 

ahead, barring general structure, all the products can generate high single-digit 

margins.  

 The company has supplied its steel tubes to two railway stations as of now (one 

in South India and one in North India). Railways can be a good demand driver for 

the company going ahead.  

  

Avalon Technologies  Buy 
Current Price INR 478  

Guidance  
 The company has maintained its long-term revenue growth guidance of 25-30%.  

 The management is targeting the lower end of the revenue growth guidance 

band of 15-20% for FY24 and targets to achieve FY24 margins similar to FY23.  

 Gross margins are expected to be in range 33-35% in the long run.  

 The management targets to reduce net working capital days by 10 to 15 in the 

medium term by reducing inventory days and increasing payable days. In the 

long term, it targets to bring down NWC to 120 days.  

 Avalon has realized the potential of India’s EMS market over the last 6-12 

month, so it has now started to focus on the India market. Avalon earlier 

focused on exports, with almost 75% of its revenue coming from the US. It now 

targets a balanced revenue mix of 50% each from the US and India.  

US business  
 Indian market revenue increased by 16% in 1H, but challenging conditions in the 

US business led to a 14% decline in US market revenue, resulting in a 1% overall 

revenue decrease.  

 In 1HFY24, the US business registered a loss of INR150m, while the India 

business posted PAT of INR293m.  

 US market revenue constitutes 53% of total revenue in 1HFY24.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 The management has been working on reducing the impact of the US slowdown 

by: 1) rationalizing cost (both FC and VC) in the US operations; and 2) allocating 

US order to India plants i.e. move existing US customer orders to India for 

manufacturing. The company will keep only Clean energy manufacturing in the 

US (to enjoy BIL benefits). About 50% of its customers have agreed and the 

company is in discussions with the rest.  

Order book  
 In 1HFY24, Avalon’s India order book expanded by 26% to INR12.4b (up 11.6% 

YoY). This order book is executable in the next 12 to 14 months.  

 The Clean Energy and Industrials segments contributed to 60% of the closing 

order book.  

 Avalon secured a large contract with one of India's innovative EV manufacturers 

for its charging and data transmission systems.  

 This will be a part of Avalon’s Clean Energy business.  

 The company will start initial production in 4QFY24 and has already secured the 

order for the next 12 months. These are box build orders.  

 Avalon has also won a significant number of customers in the US across sectors 

such as, industrial video surveillance, grid flexibility in clean energy, automotive 

heat transfer products & agro technology systems.  

 The company successfully qualified for the transfer of technology by CDAC for 

HPC servers as part of Rudra, India's indigenous server program.  

 Avalon has been a long standing partner for CDAC and has also worked for 

Rudra 1.  

Others  
 Box build mix for 1HFY24 increased to 51% vs. 47% in FY23.  

 Two new plants to be commissioned by Jan'24, supporting larger box builds, 

specialized metal & plastic processing capabilities.  

 The company on-boarded three seasoned professional in this quarter, apart 

from Mr. Shriram Vijayaraghavan, who joined as new Group Chief Operating 

Officer.  

 Revenue mix- 75% of the production is done in India and 25% in the US  

 Gross debt as on Sep'23 was ~INR1b.  

 Cash position as on Sep'23 INR1.26b cash (INR530m earmarked for investment)  

 
 

Coromandel Intl  Buy 
Current Price INR 1,119  

Agri scenario  

 India witnessed below-average south west monsoon with rainfall measuring 

below 6% of the long-period average.  

 The crop sowing area remained consistent compared to the previous year, with 

increased acreages in paddy, cereals, and sugarcane, and decreased acreages in 

pulses and cotton.  

 Crop sowing in Andhra Pradesh was adversely impacted by unfavorable weather 

conditions. Sowing in Telangana, Karnataka, Maharashtra, and West Bengal 

were around normal levels.  

 The MSP for the upcoming Rabi season has been announced, reflecting a ~3-7% 

increase across various commodities  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 While fertilizer raw material prices have remained soft and stable in 1HCY23, 

they are on an uptrend since Aug’23, led by supply-side issues.  
Industry performance  

 Phosphatic fertilizer industries performed well in 2QFY24 with primary sales 

volume up by 11% YoY. Corresponding consumption has increased by ~24% YoY.  

 DAP and Complex fertilizers primary sales volume was up 19% YoY.  
Company-specific  
 The company’s key operating markets were adversely impacted by sub-normal 

monsoon.  

 Nutrients and Allied segment witnessed lower primary sales (down ~7%), 

primarily due to fall in subsidy rate. However, stable RM prices, coupled with 

backward integration, resulted in lower impact on margins.  

 The company’s complex fertilizer market share in 2QFY24/1HFY24 stood at 

15%/15.2% vs. 19.2%/16.5% in 2QFY24/1HFY23.  

 The company’s SSP market share went up to 17.1% in 2QFY24 vs. 16.5% 2QFY23.  

 During the quarter, the company’s plants operated at ~86% of total capacity.  

 CRIN started offering drone-based agri service application to train pilots in this 

quarter.  

 Specialty chemicals: – CRIN has initiated marketing for some of the specialty 

chemical products.  

 Within CDMO space, interactions with clients has been positive.  
Crop Protection  

 The company witnessed volume-led recovery in both domestic and exports 

market.  

 It focused on selling bundled products and achieved success in onboarding new 

customers, leading to incremental growth  

 Globally, Brazil is the largest consumer of agrochemicals. Currently, it is 

witnessing high channel inventory.  

 CRIN will look to expand its portfolio by incorporating recently off patented 

technical innovations.  
Subsidy  
 Subsidy mix in revenue stood at ~84%/85% in 2QFY24/1HFY24 vs. 89%/87% in 

2QFY23/1HFY23.  

 Subsidy Consol EBIDTA mix stood at ~81%/82% in 2QFY24/1HFY24 vs. 82%/78% 

in 2QFY23/1HFY23.  

 Subsidy claimed and received improved during the quarter with total subsidy 

received in 2QFY24/1HFY24 standing at INR42.4b/INR63.1b.  

 Subsidy outstanding as on Sep’23 stood at INR15b vs. INR41.7b in the previous 

year.  

 The subsidy realization in the second half of the year will be lower due to lower 

subsidy rate.  
New Sulphuric Acid plant  

 The company commissioned the Sulphuric acid plant during the quarter, with a 

capacity of ~1650 TPD (investment of ~INR4b), improving its backward 

integration capabilities. Accordingly, the total sulphuric acid capacity is 

increased to 1.1 MTPA from 0.6 MTPA.  

 The management expects a payback period of ~2-3 years for this plant.  
Outlook  

 The management has reduced its full-year EBITDA/MT guidance for 

manufactured fertilizer (excluding SSP) to INR5,000 in FY24 from its earlier 

guidance of INR5,500 to INR6,000 provided in the previous quarters. This was on 

the back of a recent reduction in the NBS rates by the government.  

https://ftp.motilaloswal.com/emailer/Research/CRIN-20231027-MOSL-RU-PG012.pdf
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 The management expects the impact on margin to be much lower for CRIN as 

compared to companies that primarily import and sell fertilizers (trading 

companies).  

 

Cyient DLM Buy 
Current Price INR 660  

Israel-Hamas war  
 Israel accounts for a meaningful portion of its revenue. The company has direct 

exposure to the country through Bharat Electronics Ltd also.  

 Israel is also a part of the company’s supply chain as CYIENTDL procures some of 

the components from the country.  

 The management expects some sort of disruption/logistical issues due to the 

ongoing war in Israel. However, it remains cautiously optimistic about the 

situation.  

 As of now, the company has not witnessed any changes in its business 

engagements from Israel.  

Margins  
 EBITDA margins declined due to an unfavorable business mix (higher share of 

low margin contract being executed during the quarter) and one-off purchase 

price variance (PPV) gains in 2QFY23 (wherein company secured raw material at 

lower cost due to bulk procurement).  

 Further, the company’s focus on beefing up the management team resulted into 

the higher employee cost.  

 CYIENTDL aims to maintain double-digit margins going ahead. However, it is in 

high growth phase and will not compromise on making any additional 

investments.  

Key Wins & Pipeline  
 CYIENTDL has won new projects worth USD16.4m in 2QFY24 from Aerospace, 

Defense & Industrial customers. The total contract value of the projects is 

spread over 2-5 years.  

 The company added two new logos (clients) in 2QFY24 (one each in aerospace 

and defense vertical). More details regarding the new clients will be shared once 

the company starts shipping to these clients.  

Capacity expansion  
 The company expects to inaugurate the new Bangalore facility in Dec’24.  

 Further, it plans to expand its Mysore facility for the cable harness division.  

Working capital and cash flow  
 Inventory days declined to 144 days in 2QFY24 vs. ~187/211 days in 

1QFY24/2QFY23. However, the same was offset by customer advances coming 

down to 57 days in 2QFY24 vs. ~81/88 days in 1QFY24/2QFY23.  

 Further, payable days declined to 63 days in 2QFY24 vs. ~98/118 days in 

1QFY24/2QFY23.  

 Payable days have come down on the back of increased demand for raw 

materials (as lender had stop giving excess credit).  

 Going ahead, the management expects free cash flow to be moderately positive 

for full year FY24.  

 The management expects net working capital days to remain at ~90-100 days by 

FY24 end.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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Others  
 The order book as on 2QFY24 stood at INR22.9b vs. INR24.3b as on FY23. Higher 

execution of existing orders in 2QFY24 and seasonality of the business (major 

orders are expected in H2, primarily in Aerospace and defense) led to a decline 

in the order book.  

 The company is planning to increase its association with large players in the 

industry and grow along with them. However, this means that the overall 

customer base for the company will be lower.  

 Inorganic growth is a key part of the company’s strategy. The company is in 

discussion with several players in the market.  

 

Data Patterns Neutral 
Current Price INR 1,844  

Industry tailwinds  
 The government has recently given approvals for defense acquisitions 

amounting to INR78b. This decision aims to enhance the armed forces’ combat 

readiness. This, coupled with the government's Make in India initiative, opens 

significant opportunities for the company.  

 Keeping the sectoral tailwinds in mind, the company had raised INR5b through 

QIP in Mar’23 to upgrade its infrastructure and develop products in Radars, EW, 

communications and satellites. These products, once developed, will provide 

sustainable growth for the company.  

 Until now, it has invested INR100m for new product developments in the fields 

of radar, electronic warfare, and communication systems.  

 Further, the company has started participating in large-value tenders under the 

Make One and Make Two categories with the Ministry of Defense. This strategic 

move will increase the total addressable market of the company.  

Orders  
 The consolidated order book grew 20% YoY to INR10b (with production/ 

development/service contacts accounting for ~59%/37%/4% of order book)  

 DATAPATT received order inflows of ~INR1.4b in 2QFY24. Around 64% of the 

orders were for production contracts, ~34% were for development contracts, 

and the rest 2% were for service contracts.  

 Management expects to execute most of the orders in 2HFY24 and FY25  

 The company received major orders from HAL (INR447m) and BEL (INR321m) 

during 2QFY24. It also received a major export order (INR389m) during the 

quarter.  

 It is maintaining its order inflow guidance of ~INR4.5-5.0b for FY24.  

Guidance  
 Going ahead, the company expects to grow its revenue by ~25% CAGR over the 

next two years.  

 It expects to maintain a sustainable high EBITDA margin of ~35-40%.  

 Working capital days are expected to reduce gradually over the next two years.  

Margins  
 Gross /EBITDA margins for FY24 are expected to be slightly better than FY23  

 Margins are expected to be healthy in 2HFY24, led by higher revenue. The 

company expects margins of 2QFY24 to be sustainable going ahead  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 The margins for development contracts and production contracts are largely 

similar, with some exceptions.  

Exports  
 DATAPATT is receiving good orders from Europe, UK, and South Korea  

 The company has also quoted to one of the large European companies and 

expects a contract with them.  

New product development  
 DATAPATT will continue to work with DRDO for new product development.  

 The company develops sub-systems for DRDO, and the complete final system is 

made by DRDO itself. However, for contracts with MoD, DATAPATT 

manufactures the entire final system themselves.  

 Accordingly, DATAPATT is building ground-up systems by understanding the 

requirements of MoD.  

 The company will continue to build capabilities in Radar and Electronic warfare 

going ahead.  

Others  
 Cash and cash equivalence stood at ~INR6.03b as of Sep’23  

 Currently, management is not witnessing any supply chain issues due to the 

ongoing geopolitical headwinds.  

 The company’s immediate attention will be on grabbing the huge opportunities 

in the large domestic defense market. Further, it will also look to tap into the 

markets outside India.  

 
 

Godrej Agrovet Neutral 
Current Price INR 489  

Palm Oil Business  
 Continued growth in FFB arrivals (up 17% YoY) offsets lower crude palm oil 

prices and a marginal decline in the oil extraction ratio (OER) during the quarter.  

 The shift in the mix towards the CPO, as opposed to PKO, resulted in improved 

volume growth during the quarter.  

 Average prices of crude palm oil (CPO)/palm kernel oil (PKO) declined 16%/24% 

YoY to INR78,370/INR1,01,924 per MT.  

 OER stood at ~17.9 % in 2Q FY24 vs. ~18.4% in 2QFY23. However, the company 

is witnessing improvement in the same with OER of ~19% in Sep’23 and ~20% in 

Oct’23.  

 Going ahead, the company is expecting long-term annual growth of ~12-14% 

with ~8-9% growth coming from SSP arrivals and ~2-3% from productivity 

improvement.  

 The company has improved its coverage area to ~10k-12k as of now. Around 

60% of this area is matured, ~20% is of 4-8 years, and the rest is of 0-4 years.  

Animal Feed  
 Volume grew 4% YoY to ~372K tons in 2QFY24, primarily led by the Cattle 

Feed/Aqua feed categories (up 16%/15% YoY).  

 The cattle feed category witnessed volume growth, led by continued market 

share gains during the quarter.  

 Volume growth in aqua feed was led by higher sales from newer regions and 

improved performance in existing markets.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Further, the newly commissioned facilities in cattle/aqua feed aided the strong 

volume growth during the quarter.  

 Margins have improved over the last year on the back of softening commodity 

prices and higher realizations within cattle and fish feed categories.  

Crop Protection  
 The standalone segment delivered robust growth in revenue and operating 

performance in 2QFY24, primarily led by in-licensed portfolio and product-mix 

rationalization.  

 Further, the business witnessed substantial improvement in the working capital 

cycle and collections during the quarter.  

 The company has launched a new product ‘Rashinban’ in collaboration with 

‘Nissan’ during the quarter. The product provides effective protection against a 

wide range of pests in Chilli.  

Astec Lifesciences:  
 Astec witnessed subdued performance during the quarter, as revenues and 

operating performance were adversely impacted due to continued price erosion 

and muted demand for key enterprise products.  

 High-cost inventory further dragged the operating profitability during the 

quarter. Around 40-50% of the high-cost inventory has been depleted in 

2QFY24. 

 The company is witnessing de-stocking in global markets, especially within 

LATAM. Prices are expected to be bottom out as it has reached lower levels. 

 Accordingly, demand is expected to pick up from the next quarter. However, the 

market will require two more quarters to return to normal levels. 

 CDMO Business: The company has accelerated the CDMO business and expects 

2HFY24 to be much better than 1HFY24. 

 GOAGRO has been doubling its CDMO business over the last two years. Going 

ahead, it is expecting ~25-40% YoY growth within the business. 

Dairy business: 
 Dairy business turned EBIT positive in 2QFY24. 

 Value-Added Products (VAP) revenues grew 19% YoY, led by higher volumes and 

realizations. Salience of VAP improved to ~37% in 1HFY24 (vs. ~34% in 1HFY23). 

 EBITDA margins improved as compared to last year, on the back of lower raw 

material costs and operational efficiencies. 

 The company has adequate capacity in Dairy for both milk and value-added 

products. It is expecting ~11-12% topline growth in FY24. 

Godrej Tyson Foods (GTFL): 

 Despite Q2 being a seasonally weak quarter, the live bird category has 

performed significantly better than expectation due to improved cost efficiency 

and better realizations on a YoY basis. 

 Branded business registered healthy volume growth (up 14% YoY). The Real 

Good chicken category witnessed improved profitability, led by lower raw 

material costs and higher volumes. 

Others 
 The company has capitalized ~INR2.5b in 1HFY24 with major allocation toward 

palm oil plantations. 

 Going ahead, palm oil business and Astec will be the key focus areas for the 
company. 
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EPL Buy 
Current Price INR 199  

Operating performance  
 Company witnessed broad-based growth across all regions during the quarter  

 Personal care and beyond contributed to ~48% of total sales in 1HFY24  

 This was the fifth straight quarter of improvement in margins sequentially  

AMESA  
 The demand growth was little subdued (~5% YoY) on account of short-term 

challenges in Egypt. Further, devaluation of Egyptian pound is also impacting the 

revenue.  

 India has grown by ~7% YoY during the quarter.  

America  
 Ex. Brazil, the company expects some growth acceleration going ahead. Also, the 

Americas has seen an EBITDA margin expansion this quarter (15.4% in 2QFY24 

v/s 12% in 2QFY23)  

 The company continues to incur higher insurance charges and this will start 

reducing post-4QFY24.  

 The company is committed to take EBITDA margin to mid-to-high-teen level.  

 The majority of the margin erosion earlier was due to a significant increase in 

raw material prices coupled with higher labor and insurance costs (which are 

now starting to moderate) and the time taken by the company to revise pricing 

(cost increase passes on) with its customers.  

Brazil plant  
 Brazil plant is ramping-up well and has reached over 80% of the lead customer 

commitment in the first full quarter of operations. Expects this to touch 100% by 

4QFY24.  

 Trial runs have initiated and the company expects the conversion to start by 

4QFY24.  

 Brazil incurred an EBITDA loss of ~INR58m in 2QFY24 due to startup cost, which 

is not sustainable. The management has guided for good EBITDA margin by 

4QFY24 and expects to witness this from the next month onwards.  

 The company is in talks with ~8-10 prospective customers and has also supplied 

them with samples. Of this, a couple of customers are more active prospects  

 Brazil is both value- and margin-accretive to the Americas region  

Other key highlights  
 Roadmap: The management highlighted two initiatives going ahead: 1) 

achieving double-digit revenue growth by aggressively focusing on the personal 

care category (primarily Beauty and Cosmetics); 2) margin expansion of over 

20% by putting in place active price management and launching innovative 

products.  

 Europe: Currently the company has structured the cost base in Europe region 

for higher growth. If such growth doesn't come, then the company will tone 

down these costs to improve the margins.  

 Aggressive play B&C: Plastic consumed in laminated tube is significantly lower 

than extruded tubes thereby saving cost, by using less plastic, better barrier 

properties and environment benefits. The only constraint was the seam, which 

EPL has now eliminated with the launch of Neo Seam.  

Click below for  
Results Update 
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 Interest cost increase is a combination of high interest rate scenario in the 

Western region as the company has taken loan for Brazil plant (interest rates in 

Brazil and South America are higher). This run rate will be sustainable for the 

next couple of quarters before reducing.  

 Recyclable tube mix in 1HFY24 was 19% and the company is on track to reach its 

target of over 20% mix in FY24. The company further raised its target mix to 60% 

by FY26E.  

 Capability building: The majority of all capacity capex was done in the last three 

years to be recyclable packaging compliant, i.e. ~USD20m investments in making 

Aluminum Barrier Laminate (ABL) lines and Plastic Barrier Laminate (PBL) lines 

ready. EPL's 85% capacity is recyclable-ready.  

 Oral care will continue to grow at the current rate, but major acceleration will 

come from the B&C segment.  

 
 

GR Infra  Buy 
Current Price INR 1,079  

Business Updates  

 The two ropeway projects for which the company was declared L1 in FY23 has 

been annulled by the respective authority. However, the company has been 

declared the lowest bidder for the prestigious at Shri Mata Vaishno Devi 

ropeway project by Rites Ltd.  

 As of Sep’23, the order book stood at INR 200b. During the quarter, the addition 

of fixed asset was worth INR 230m.  

 The company has executed 7 HAM concession agreements with NHAI. 

Moreover, concession agreement for two road projects are yet to be executed 

with NHAI.  

 As of Nov’23, the company has 34 BOT projects, of which, 10 are operational, 13 

are under construction, and 11 projects are awaiting AD.  

 AD is yet to be declared for projects worth INR 90b.  

 Regarding the InVIT update, the management expects approval from SEBI within 

the next 2-4 months, and once granted, they will proceed with the transaction. 

NHAI approvals for the InVIT have already been secured.  

 Management expects the declaration of the AD for 4 projects in January 2023 

and for the remaining 6-7 projects in March 2023.  

 The AD for MMLP is expected in January 2023.  

 The company is consistently working on diversification efforts.  

 Due to significant back ended awarding by NHAI, the majority of awarding and 

bidding activities occur in 4Q of a fiscal year. However, the upcoming election 

period in 4QFY24 might slow awarding in FY24.  

 Projects below INR 10b in the EPC category face intense competition and the 

company is looking to bid for projects exceeding INR 10b ticket size.  

 Increased competition has adversely impacted margins, particularly in smaller 

EPC projects. In the coming years, the government's plan to increase project 

sizes is expected to enable the company to bid for higher-margin projects.  

 The current tender pipeline is INR1trn and GRIL expects to win 10% of the 

projects in this.  

 Standalone borrowing at the end of Sep 2023 amounted to INR 11.4b, including 

resulting in a debt/equity ratio of 0.21x.  

 Cash and cash equivalents as of Sep 2023 stood at ~INR 4b.  

 Mobilization advance at the end of Sep’23 is ~INR1b.  
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Guidance  

 Order inflow guidance of INR 200b at the beginning of FY24 was on the basis of 

order wins in Apr-May’23. However, order inflow has dried up and management 

has revised its order inflow guidance to INR 100b for FY24.  

 Management expects equity infusion of INR 3-3.5b in FY24.  

 Achieving a 10% YoY revenue growth will be challenging in FY24 and growth 

could be in the range of 0-5%.  

 Margin projections for FY24 are expected to be at 13-14%.   

 

Havells India  Buy 
Current Price INR 1,298  

Demand and key segment performance  

 Consumer demand has been subdued, but there is optimism for a recovery in 

sentiments during the upcoming festival season. The growth has primarily been 

fueled by the housing segment and the government’s consistent focus on 

infrastructure projects.  

 Cable and wire witnessed ~10% volume growth YoY. Underground cables saw a 

higher offtake, which is a smaller business in the C&W segment for the company 

and it also faces capacity constraints in this segment. Despite weak consumer 

demand, the company has been undertaking capacity expansion in the domestic 

wire segment, which has demonstrated resilience and strong performance.  

 The capacity expansion in the C&W segment is set to be completed in the next 

year. Notably, 40% of our revenues are generated from underground cables, 

where growth was hindered due to capacity constraints. Currently, channel 

inventory in wires has reached a normalized level, and the management 

anticipates revenue growth to be driven by increased demand from the real 

estate segment. To accommodate this growing demand, the company is 

expanding cable capacity by 25%.  

 HAVL is the market leader in the premium fans segment. Demand for fans has 

remained weak in the last six months after rating change norms came into 

effect. Demand for fans is expected to improve in the next season and the 

company would continue its focus on premium category.  

 Volume growth was in double-digits in the lighting segment, though value 

growth was adversely impacted by significant price erosion. Prices seem to be 

bottoming out now. About 60% of revenues of this segment are being 

contributed by the consumer lighting and the remaining 40% is from 

professional luminaries.  

 While competition will remain a constant factor, there is an anticipated shift 

towards branded products in the foreseeable future.  
Lloyd  
 The growth of RAC outperformed the average growth of Lloyd. However, the 

under-utilization of the Sri City plant resulted in higher manufacturing overhead 

costs. We anticipate margin improvement in 3Q, driven by increased demand 

during the festive season, and further improvements are expected in the next 

peak season in 4QFY24.  

 Focus will continue to be on increasing sales, reach, market share gains in RAC in 

2HFY24. The company would continue to spend on brand building efforts, R&D, 

and in-house manufacturing to support these objectives. This strategic approach 

is geared toward the long-term, considering the company’s smaller size 

compared to competitors in the overall consumer durable category. The aim is 

to tap into significant growth opportunities, positioning the company among the 

top two or three players in this category.  

Click below for  
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Results Update 
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 Lloyd’s non-RAC revenues continue to be low and 2Q was adversely impacted 

compared to the previous year due to a shift in festive demand by one quarter. 

RAC has experienced better growth in comparison to refrigerators and washing 

machines. The company is facing constraints not only in sales but also in 

manufacturing capabilities.  

 50% of revenue of Lloyd is from RAC and the remaining from other (largely 

refrigerator, washing machines and TV) categories. Product-mix is not likely to 

change significantly in the medium-term as it has very low market share in the 

other product categories.  
Other highlights  
 Excluding Lloyd, HAVL has historically maintained an EBITDA margin between 

13% and 14% and it is now back to that level. The company continues to focus 

on improving margin by optimizing internal efficiencies and expanding its 

market reach. This strategic approach is essential due to the persistent high 

levels of competition in the market.  

 Commodity price stabilization is expected to continue and would further lead to 

margin improvement. Ad spends will be maintained at around 2.5% to 3% of 

revenues.  

 Traditionally, HAVL was primarily focused on dealers and distributors. However, 

in the recent years, the company has expanded its presence in modern retail 

format, regional retailers, and ecommerce channels. This diversified approach 

provides a comprehensive platform for launching new products.  

 
   

IndiaMart Intermesh  Buy 
Current Price INR 2,596  

Collections and customer additions 
 Collections grew 28% YoY and deferred revenue was up 26% YoY in 2QFY24. 

Strong traction in collection is structural in nature, with no one-offs during the 

quarter. This was partly due to customers upgrading to higher packages. 

 In 2QFY24, the company added 2k paid customers, owing to lower gross 

addition due to price hikes and higher churn. 

 Given the higher-than-expected churn, the management refrained from giving 

any guidance for net customer additions. The management suggested that 

maintaining 6-8k subscriber additions would be difficult without solving the 

higher churn. 

 INMART is trying to increase its buyer base, de-focus on non-performing cities 

and industries, as well as recalibrating sales efforts to contain the churn. The 

management suggested that higher churn will take time to normalize as it is 

difficult problem to solve. 

 Despite weak customer additions, the management remains confident of strong 

collections and deferred revenue at least for the next 2-3 quarters. It expects 

over 22-23% growth in collections. 

 Gold and Platinum remain well engaged on the platform. The churn for Gold and 

Platinum buckets remained low at 1% per month. However, churn for silver 

monthly (7% per month) and silver annual (4% per month) was higher than 

usual. 

 INMART would consider good M&A opportunities but avoid high cash-burn 

companies. 

 The surge in traffic was on account of multiple factors, which included a change 

in google search algorithm as well as efforts on improving UI and UX. It remains 

to be seen if increased traction is structural or not. 

Click below for  
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 INMART is moving to category-based pricing, which not only lowers the cost for 

customers on per category basis, but also helps to better monetize large 

customers. A large part of the ARPU increase is driven by top customers. 

 BUSY’s performance continues to be as per management expectations. 
Cost and margin 

 Though consolidated margin is difficult to predict, the management expects to 

maintain standalone margins at around 28-30%. Consolidated margins are lower 

due to the dilution from BUSY and losses from associate companies. 

 The buyer monetization happens via the credit facility offered to them. INMART 

is not looking to charge convenience fee/buyer commissions for buyer 

monetization. 

 In 2QFY24, INMART further added employees on client servicing front. The pace 

of hiring should moderate going forward. 

  
   

Indian Hotels  Buy 
Current Price INR 421  

Operating performance  
 RevPAR growth in Mumbai/Delhi & NCR/Bengaluru/Goa/Chennai stood at 

21%/28%/16%/20%/19% YoY in 2QFY24.  

 In the domestic business, ARR/occupancy/RevPAR grew 11%/240bp/16% YoY.  

 For the standalone business, occupancy increased by 610bp YoY to 75.9% in 

2QFY24. ARR grew 18% YoY to INR12,972.  

 Payroll costs/corporate overheads as a percentage of revenue declined to 

29.7%/6.6% in 2QFY24 from 29.9%/6.7% in 2QFY23.  

 In FY23, key domestic subsidiaries such as Piem/Roots/Benares posted revenue 

growth of ~12%/16%/46% YoY to INR1.2b/INR0.8b/INR0.3b, while EBITDA grew 

18%/9%/91% YoY to INR230m/INR280m/INR110m.  

 Among international subsidiaries, Revenue/EBITDA for St James (London, UK) 

grew 22%/35% YoY to INR1.4b/INR0.5b. For UOH Inc (US), revenue declined 4% 

YoY to INR1.4b, while operating loss stood at INR270m.  

Outlook  
 RevPAR growth was in higher double digits in 2QFY24, led by ARR growth in the 

domestic market.  

 RevPAR growth remains strong in Oct’23 so far, indicating strong demand 

visibility for Nov’23. The management has guided for double-digit RevPAR 

growth in Q3FY24.  

 A favorable demand-supply scenario and a rebound in FTA should boost 

occupancy going ahead.  

 With most of the new supply coming into Tier II and Tier III cities, the hospitality 

industry could increase rates in Tier I cities.  

 Double-digit RevPAR growth for FY24 is comfortably achievable  

 With the ongoing renovations in full swing, the company expects to sustain 

strong revenue growth.  

 The majority of growth in FY24 is structural (with events like G20 and cricket 

world cup accounting for just 1-1.5% of the total revenues). Accordingly, 

management expects growth to continue in FY25, with a strong demand outlook 

coupled with more such events.  
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New Business  
 IH has reorganized Qmin, Ama and Ginger into a new business vertical.  

 New businesses recorded INR2.4b GMV in 1HFY24.  

 Enterprise revenue of Ginger stood at ~INR1.04b in 2QFY24 with EBITDA 

margins of ~37%.  

 About 70% of Ginger hotels have gone through renovations. Once all inventory 

comes online, growth will be much higher in Ginger.  

 ARR in renovated Ginger hotels can increase by up to 20% YoY from current 

levels.  

 Ginger has ~40 Qmin branded dinning outlets as of 2QFY24.  

 Ginger Santacruz will open in the next two to three weeks and the management 

has indicated that this hotel can touch INR1b in revenue in next three years of 

operations, with ARR of around INR6,500-7,000.  

 Qmin generated revenue of ~INR220m in 2QFY24 and targets GMV of ~INR1b in 

FY24.  

 Ama Stays and Trails has 75 operational villas as on 2QFY24.  

 Taj SATs reported ~INR2.1b in revenue in 2QFY24, with EBITDA margins of ~24%. 

It has a ~60% market share. Further, it has started its operations at Goa (MOPA 

Airport).  

International Locations  
 IH is facing challenges in San Francisco. It will take ~3-5 quarters for the region 

to come back.  

 Further, UK and US regions are not at optimum levels. Whenever these locations 

make a comeback, there will be healthy upside potential for the company.  

 Cape Town and Dubai are doing well for the company.  

 Going ahead, company investments will be India specific. Accordingly, it will not 

invest in owned hotels internationally, but it is open to signing management 

contracts in international locations.  

Piem Hotels (Subsidiary of IH)  
 Few hotels (2 out of 6/7 hotels) within Piem are under refurbishments, leading 

to a subdued performance for the subsidiary.  

 The board has approved a buyout of shareholding in Piem Hotels (a 51.57% 

subsidiary) by acquiring 6.8% equity from New Vernon Pvt Equity Ltd and 0.28% 

equity from Tata Investment Corporation.  

 The transaction will be executed through a combination of share swap 

(preferential issue) and cash for a total consideration of ~INR1.33b.  

 Accordingly, IH’s shareholding in Piem Hotels Ltd will increase to 58.65% from 

51.57%.  

 After this preferential issue, IH’s equity share capital will increase by ~0.2%.  

Others  
 The industry is expected to witness a CAGR of 8-10% in hotel demand and a 

CAGR of 5-6% in supply for the next five years.  

 The company signed total six hotels in Q2FY24 and opened three hotels, 

including three Taj hotels in the international market under management 

contracts.  

 For 1HFY24, the company signed 18 hotels and opened 9 hotels. It targets to 

open 20 hotels in FY24.  



 

November 2023  254 

OTHERS| Voices 
 

 Since Taj is the strongest hotel brand in India, it commands premium. With 

strong occupancy, it can charge high rates.  

 Taj has a dominating presence in luxury hotels with a ~65% share of inventory in 

the pipeline.  

 IH is focusing on leasing land for its greenfield capex, reducing cash outflow.  

 Free cash flow for 1HFY24 stood at INR2.7b, with capex of ~INR3b.  

 For any new capex plans, the company is looking at the property having returns 

higher than at least WACC rate of 11.5%.   

 

Info Edge Neutral 
Current Price INR 4,736 

Recruitment  
 The caution in hiring for IT Services continues, and the hiring is expected to 

remain weak. While volumes remain impacted, salaries for IT employees have 

gone up by ~15% which gives some support.  

 While management saw slight recovery in client retention, slower hiring and low 

attrition continued to impact demand for IT hiring.  

 The demand for the Non-IT segment continues to remain good for healthcare, 

transport, and real estate. Management suggested that non-IT grew in mid-teen 

YoY.  

 Job Hai continues to grow well, and the company will continue to make 

investments there.  

 For non-IT hiring, INFOE is seeing good growth from smaller towns. It is 

expanding its branch network to better serve these towns as the customers are 

not tech-savvy there. It will continue to add branches to better tap the demand 

from smaller towns.  

 Lots of IT Services companies are getting rid of additional headcount and going 

slow on campus hiring. If demand picks up, there would be a lot of lateral hiring, 

which would be beneficial for INFOE.  

 For IT Services, 4Q base effect would not be as pronounced as in recent 

quarters, so YoY growth should look better.  

 GCCs have seen lower impact compared to IT Services. Bigger GCCs have seen 

more impact compared to smaller ones. GCCs form about 15-20% of overall IT 

revenues.  

 If the economy grows at a healthy rate (6-7%), and IT hiring bounces back, the 

company is confident of growing at 20%+ levels.  

Real Estate  
 The real estate market remains strong despite higher prices. This trend is 

expected to continue in near future.  

 Broker and user spending continued to increase on the portal. User activity is on 

the uptrend. Daily active user base grew 13% QoQ.  

 Strong topline growth along with controlled cost helped to reduce burn in 99 

Acers.  

 INFOE continues to deploy AI, create differentiated content and reduce spam on 

the portal.  

 Though burn has come down meaningfully over the last few quarters and there 

is a possibility of breaking even over the medium term, the management 

suggested that it will invest more if the growth outlook improves further. 
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 Real-estate as a category is expected to see strong growth over next 2-3 years. 

 The competitive intensity has become a bit more rational compared to last year. 

Other highlights 
 Jeevansathi recorded good engagement and high traffic as its chat feature 

became free. 

 INFOE has launched new products on the platform to better monetize the 

traffic. The marketing spends were down 39% YoY. 

 Jeevansathi is 1/5th the size of largest player. The focus remains to cut back on 

spends and break even in the near term. 

 INFOE has no plans to trim stakes in Zomato or Policy bazar as of now. 

 INFOE had over hired last year and has gone slower on hiring since last year 

which aided margins. Though company has no plans to lay off employees, it will 

go slower in campus hiring and backfilling lost employees. 
 
 

Interglobe Aviation Neutral 
Current Price INR 2,621  

 Company has reported PAT for the past four consecutive quarters 

 Profit in a seasonally weak quarter after five years 

 26.3m passengers served in 2Q (+33% YoY) and flew 52m passengers in 1HFY24 

 On track to serve 100m passengers in FY24 

 Operations started in four new domestic destinations 

 Three new destinations to be initiated in the next few quarters 

 To significantly boost connectivity to these cities 

 Total destinations to be 86 after these additions 

 International strategy for IndiGo 

 Strengthen own network in the international routes 

 Recently resumed operations in HK and would be further adding two new routes 

in international cities, taking the total count to 34 

 To add more routes (have added 24 routes in the last one year) 

 Share of ASK in the international market is now 26% management aspires for 

30% 

 To sign more code share agreements 

 Capacity growth guidance of mid-teen level in FY24 stays intact 

 Capacity to double by CY30 

 Operating fleet to be grounded more from 4QFY24 

 In constant discussion with OEMs to find a solution for the same 

 Estimating 25% capacity addition on YoY basis in 3Q 

 Supply chain issues persist 

 INR1.5b reversal in airport rentals with supplementary fees in line with 1Q 

numbers 

 200-300days to be taken by P&W for the inspection to be completed 

 A total of 40 IndiGo aircraft has been grounded. The powder metal issue is new 

and there would be further groundings for the same 

 Adjustments made to the base fare after introducing the fuel surcharge 

 Would continue to keep the fuel surcharge to offset the ATF price increases in 

the past 3-4 months. 
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IRB Infra Neutral 
Current Price INR 37  

 As of Sep’23, the company's order book stood at INR 327b (excluding the ToT-

12, which is expected to add ~INR6b crore to the EPC order book and INR33b on 

the O&M side). In the order book, the EPC segment accounted for INR75b, 

providing robust revenue visibility for the construction segment of the company 

for the next 2-3 years. The O&M order book is close to INR25-30b. 

 The Board of the private InVIT has approved a maiden distribution of INR1.55b 

for 1HFY24 (including INR0.45b in form of interest and balance in form of capital 

repayment), which will positively impact IRB's cash flow in 3QFY24. IRB expects 

continuous distributions from the Private InVIT in the future. 

 IRB Golconda Expressway Private Ltd (SPV) was established to execute the 

esteemed Hyderabad Outer Ring Road project, and it has received its appointed 

date in Aug’23 and has commenced toll collections. The SPV made an upfront 

concession fee payment of INR73b to the Hyderabad authority. 

 IRB Infrastructure Trust has utilized INR24b to refinance the debt of two of its 

SPVs, a move that will bolster the cash flow for the trust's unitholders. 

 IRB’s equity commitment stands at INR6.4b (INR1.9b in HAM and balance in 

other BOT projects). 

 Daily toll collections for the Mumbai-Pune and Ahmedabad-Vadodara routes 

have improved, reaching INR62.5m in 2FY24, compared to INR53m in 2QFY23. 

For the private InVIT, toll collections rose to INR68.3m per day in 2QFY24. The 

increase in toll collections can be attributed to high tariffs and increased traffic. 
Guidance: 

 The pattern of project awarding by NHAI will shift, with BOT projects having a 

greater share in NHAI's awarding activity in the coming quarters. It is anticipated 

that 40% of NHAI's awarding activity will be via BOT projects. 

 There are 46 ToT projects listed by NHAI with a combined length of over 

2,600km that will come up for bidding in the near future. 

 During the bidding process, IRB's priority is to focus on BOT projects, followed 

by TOT projects, and then HAM projects. 

 The construction vertical is expected to clock a CAGR of ~15-20% over the next 

two-three years with stable EBITDA margins. 

  

Kajaria Ceramics  Buy 
Current Price INR 1,268  

Demand and pricing  

 Domestic demand remained weaker than expected in 1HFY24. The industry has 

been witnessing a gradual pick-up in volumes since Sep’23 (9% YoY volume 

growth for KJC). Demand improvement was led by growth in the real estate 

sector, which should result in better volume growth in 2HFY24. The real estate 

segment has reached at the post-construction stage (finishing stage), which 

should boost tile demand. Capacity utilization in 2Q stood at ~98%.  

 Demand has been healthy form the sectors, though it is better in tier I and tier II 

cities. Sales break-up: ~30% from Metro/Tier I cities, 30% from tier II cities, 38% 

from tier III, and remaining from smaller towns. The company’s expansion plan 

is to further penetrate in smaller cities.  

 India’s tile exports grew 25% in Apr-Aug’23, and India is expected to become the 

largest tile exporter by FY25. India accounts for ~15% of global tile exports. The 

total value of tile exports should reach INR200-210b in FY24 (INR100b as of 

1HFY24) vs. INR160b in FY23. Low gas prices make India very competitive in the 
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export markets. The company plans to increase its export share by opening 

stores in Dubai and London.  

 FY24 volume growth guidance has been reduced to 9-10% from 13-15% earlier, 

while margin guidance has been maintained at 14%-16%. It targets INR1b 

revenue in thePAYTM plywood segment in FY24. Bathware is expected to grow 

+20% YoY in FY24, supported by higher growth in 2HFY24.  

 Prices are largely stable, but sometimes incentives are given to dealers for 

higher volume.  
Operational highlights  

 In 2QFY24, average fuel price stood at INR38/scm. Regional break-up: INR40 in 

North, INR38 in South and INR33 in West. Blended gas cost should remain 

range-bound as KJC is also using bio-fuels. Lower gas prices led to a saving of 

INR0.9b in 1HFY24.  

 Employee costs increased in 2QFY24 due to increments, and this run rate will 

continue going forward.  

 The company is considering aggressive ad spending in FY24 at INR1.3b-INR1.4b 

vs. INR1.1b in FY23. It has already spent INR0.6m in 1HFY24. Other expenses 

were higher due to higher advertisement and promotion expenses. This will 

continue at the current level for two more quarters.  

 Its dealer count increased to 1,950 from 1,840. KJC plans to increase its dealer 

network to 2,000 by FY24-end, of which 500 will be exclusive.  
Capex and expansion  

 KJC has recently commissioned the Sikandrabad and Gailpur modernization/ 

expansion that will help in the manufacturing of large tiles and achieve energy 

efficiency.  

 Capex in FY24 is estimated at INR3.7b. It has already incurred INR1.6b in 1HFY24 

for the Sikandrabad and Gailpur expansions. The balance will be used in 2HFY24 

for Nepal JV investment (INR0.9b), setting up sanitaryware capacity 0.6m pcs 

p.a. (INR0.8b) and maintenance and development of KJC’s corporate office.  

  

Kaynes Technology  Buy 
Current Price INR 2,479  

Diversified order inflows  
 KAYNES is receiving enquiries from global OEMs for Make-in-India orders. The 

company has received an order from a global customer for a cardio vascular 

device for the US market.  

 It also acquired electric vehicle orders for box build directly from OEM.  

 KAYNES has signed a ToT with a European OEM for super charger equipment.  

 The company added new clients in servers, medical, AI, EV, industry 4.0, etc.  

Datacenters servers  
 As a part of its strategy to enter into complex electronic manufacturing, KAYNES 

has entered into ToT licensing with the Centre for Development of Advanced 

Computing (C-DAC) for developing ‘computing servers. It has delivered the first 

batch of prototype and expects significant orders from this segment going 

ahead.  

 This makes the company eligible for manufacturing significantly higher orders 

for computing servers under the Atma Nirbhar Bharat.  

 These high-performing computing servers are India’s 1st indigenous designed 

and developed products, and are likely be the backbone of hyper scale 

datacenters for industry applications.  
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Medical  
 KAYNES has on-boarded two clients from EU in the medical technology segment. 

These clients are present in developing equipment for ICU and operating 

theatre. Volume from these clients is expected to grow in the future.  

 It expects to complete the pilot production for these order in FY24.  

 KAYNES will develop an exclusive production facility in India for these clients.  

Guidance  
 The management expects revenue of ~INR17-18b in FY24 and EBITDA margins of 

over 15%.  

 It has also guided for double-digit PAT margin for FY24.  

 The company expects the book-to-bill ratio to be ~1.5x going ahead.  

 In the long run, the management expects the CFO/EBITDA ratio to be ~35-40%.  

OSAT  
 KAYNES has initiated its journey toward semiconductor packaging by setting up 

two different units for OSAT in Telangana (Phase 1) and Karnataka (Phase 2).  

 It has submitted its project of developing OSAT facility to the Telangana 

government and is awaiting final approval.  

 The first line of the plant is expected to be commissioned by 4QFY24. It expects 

to complete trial production of this line by 1HFY25 and commence commercial 

production by FY25 end.  

 The company will install total 12 lines in OSAT. The first line will be available in 

the next six months (as mentioned above) and then as they receive approvals 

from customers, they will add more lines.  

PCB Manufacturing  
 KAYNES is expected to manufacture all items required for its PCB assembly 

business.  

 It plans to produce HD8 (60-70% of the capacity) and multi-layers PCB (~30-

40%).  

 Currently, it is contemplating to put the PCB manufacturing plant in two states.  

Capacity expansion  
 The company is continuously adding new lines for capacity expansion.  

 It has operationalized few lines in Chamrajnagar and has started production.  

 Beta building will be completely operationalized by 3QFY24 and the third 

building will also be operationalizing in FY24.  

 This expanded capacity is expected to support revenue growth through FY25.  

Margins  
 1HFY24 witnessed lower margin due to a higher share of development projects.  

 Further, the company has on-boarded new clients for the manufacturing of box 

build products in this quarter. It had to incur costs due to these project, the 

benefit of which will be reflected in upcoming quarters.  

 Going ahead, the management expects margins to recover in 2HFY24 and has 

accordingly guided for full-year FY24 EBITDA margin of ~15%+.  

 Further, the management expects margins to be in range of 18-20% after OSAT 

and PCB manufacturing becomes operationalized.  

Others  
 KAYNES currently exports its products to EU (industrial components), UK 

(railway signaling) and US (Industrial instrumentation).  
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 Exports accounted for ~15% of the order book as of 1HFY24, and should be 

within the similar range in 2HFY24.  

KNR Constructions  Buy 
Current Price INR 299  

Overview  
 During the quarter, execution was primarily driven by HAM projects. Revenue 

split during the quarter was as follows: HAM at 47%, EPC at 30%, and irrigation 

projects at 23%.  

 The current order book stands at ~INR75b, with roads (HAM) making up 58%, 

roads (Others) at 21%, and irrigation projects form 21%. KNRC has a portfolio of 

eight HAM projects in its current order book.  

 Projects worth INR17.8b (included in the order book) are yet to receive the 

appointed date (AD).  

 Unbilled revenue stood at INR6.65b; retention money stood at INR2.1b.  

 In 1HFY24, KNRC has not obtained significant orders. However, the order 

pipeline is promising, totaling INR450b, and KNRC anticipates winning new 

projects worth INR20-30b in FY24.  

 Order inflows in 1HFY24 have followed the seasonal trend of being subdued at 

this time of the year. Nevertheless, the company is currently identifying 

promising opportunities in sectors such as railways, metros, irrigation projects in 

other states and other construction related projects.  

 The tender pipeline across sectors currently stands at INR450b. KNRC plans to 

bid for projects worth INR8b in the next 2-3 months. KNRC expects most 

projects from the Road HAM segment.  

Irrigation projects  
 The Irrigation order book stands at INR16b. KNRC plans to book irrigation 

revenue worth INR4-4.5b in 2HFY24 and the balance of existing orders of 

INR16b in FY25.  

 Pending receivables from the Telangana government for irrigation projects 

stand at INR6.5b as of Nov’23.  

 KNRC is bidding for irrigation projects worth INR30b, with the company securing 

L1 status for two projects.  

Guidance  
 KNRC expects revenue of ~INR40b in FY24, with margins in the range of 18-19% 

in FY24. It envisages 6-8% growth in toll collections in the future.  

 For FY25, the company expects revenue growth of 15%.  

 KNRC has an overall equity requirement of INR5.8b for its HAM projects. Equity 

requirement of new HAM projects is INR2.6b, which will start from FY25.  

 KNRC has spent INR600m as capex in 1HFY24 and plans to spend ~INR1-1.2b in 

capex in FY24. The capex for FY25 will be ~INR1b and will depend on orders 

received ahead.  

 In terms of diversification, KNRC is looking at bidding in other states. It is also 

looking at bidding for tunneling projects for railways. KNRC plans to bid for 

railway projects for INR30b. KNRC is also examining metro projects.  

 Further, KNRC has successfully bid for mining projects in Jharkhand worth 

INR12b. KNRC is also exploring irrigation projects in Maharashtra, MP, UP, and 

plans to bid for irrigation projects in Orissa.    
 

Click below for  
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Lemon Tree Hotels  Buy 
Current Price INR 116  

Operational highlights:  

 During the quarter, the company has opened five hotels, adding ~269 rooms in 

its inventory.  

 LEMONTRE signed 11 new management & franchise contracts in 2QFY24, which 

added 639 new rooms to its pipeline.  

 As of Sep’23, the operational inventory included 95 hotels with 8,760 rooms, 

and the company has a pipeline of ~52 hotels with ~4,092 rooms.  
Long-term demand outlook  

 The management expects a highly favorable period for the hotel industry in the 

next 4 to 5 years.  

 Airline traffic is a good indicator of hotel room demand. The high number of 

new aircraft being ordered by airline companies suggest the healthy demand 

going ahead.  

 Increasing GDP should lead to an increase in consumption of mid-priced hotels. 

Further, improved foreign tourist arrival will also aid demand (historically, 

foreign guest accounted for ~10-12% of total guests).  

 Prices of the room is an outcome of demand-supply scenario. Generally, the 

company looks to fill in the rooms, but as and when the demand improves, 

prices will naturally go up.  
Guidance  
 LEMONTRE aims to have over 105 hotels operational by the end of FY24 with a 

total inventory of ~10,500 operational rooms.  

 With the opening up of Aurika MIAL, management expects revenue growth to 

be a minimum of ~15% over the next couple of years.  

 Revenues in the winter is generally ~1.25-1.5x of revenues in summer. Now with 

Aurika MIAL opening up, the company expects much higher boost to revenue in 

2HFY24.  

 The company is targeting ~INR10b of revenue from own hotels for full-year 

FY24.  

 Energy cost is cooling down. Power and fuel expenses are expected to be ~7.5% 

of the sales for full-year FY24.  

 Debt is expected to peak now (with opening of Aurika MIAL) and will come 

down over the period as and when cash flow from the new hotel flows in.  

 The company expects ~INR1b of EBITDA from Keys within the next 12-18 

months (Once occupancy for keys hotels crossed 65%, ARR is expected to jump 

to the Red Fox hotels levels).  
Margins  
 Margins in 2QFY24 was dragged down due to pre-operative expenses of Aurika 

MIAL (~INR14m) and higher renovation expenses (INR30m over and above 

2QFY23 levels).  

 Further, staffing cost has also increased ~INR40m (approx.) due to the opening 

of Aurika MIAL hotel.  

 Generally, EBITDA margins in the winter is higher than in the summer due to 

higher occupancy and ARR.  
Aurika Mumbai Sky City  

 Aurika Mumbai Sky City was opened on 5 Oct’23. The hotel has 669 rooms and 

suites and is currently the largest hotel (by number of rooms) in India  

 The company has spent ~INR9b on developing Aurika Mumbai Sky City hotel.  

 Aurika Mumbai Sky City clocked an occupancy of ~100 rooms per day (~16% 

occupancy) in Oct’23.  

Click below for  
Results Update 
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 The company has reserved ~200 rooms for crew (low rate business with an ARR 

of ~INR7,500).  

 The company expects to close 3QFY24 with ARR of ~INR8,500 and the 

occupancy of ~200 rooms per day.  

 However, 4QFY24 is expected to be a show stopper for Aurika Mumbai Sky City.  
Region-wise performance  

 In 2QFY24, occupancy for Gurugram/Hyderabad/Bengaluru/Mumbai/Pune 

improved 900bp/450bp/600bp/960bp/280bp YoY to 74%/85%/74%/87%/71%. 

Delhi witnessed a 350bp YoY decline in occupancy to 76%.  

 The company witnessed better-than-industry RevPAR for the majority of Key 

locations, except for Gurugram, Hyderabad, Kolkata, and New Delhi.  
Renovation and Capex  

 The company expects to spend ~INR500m on renovation in FY24 with an 

additional ~INR1b to be spent over the next couple of years (both opex and 

capex)  

 Apart from renovation, the company will spend ~INR200-250m for building its 

Shimla hotel.  
Corporate and Retail Mix  
 Corporate ARR in FY23 was ~INR4,600 (after hike), which has further gone up to 

~INR5,000 in FY24.  

 The company will be willing to drop prices for retail customer in order to 

increase the share of retail business. On a net basis, this will be beneficial for the 

company.  

 Retail demand is increasing, driven by a strong brand association, while 

corporate demand is influenced by competitive pricing. Consequently, shifting 

the mix toward retail is expected to enhance risk management and foster 

greater business loyalty for LEMONTRE.  
Other key Highlights  
 The company wants to upgrade its portfolio. Accordingly, the company will 

continue to incur ~2% of incremental renovation expenses.  

 Aurika Mumbai will drag the overall margins in 3QFY24 and 4QFY24 (with an 

average margin of ~35% for the hotel). However, in absolute terms, EBITDA 

growth will be much higher for the company.  

 In response to escalating room rates, certain airlines are transiting their crew 

stays from branded 5 star to branded 4 establishments. Accordingly, the 

business generated from the airline is higher for LEMONTRE in 2QFY24.  

 During FY23, LEMONTRE focused on increasing the ARR; while in FY24, it 

focused on increasing its occupancy (growth of ~550bp YoY, which is much 

higher than the industry).  

 The company anticipates achieving significant positive free cash flow starting 

from next year. In alignment with this, there are plans to reduce its debt levels.  

 Any capital allocation toward acquiring asset will have to generate return over 

and above the internal hurdle rate (currently WACC is ~14%).  

 Aurika Udaipur is highly seasonal (with winter revenue generally ~2x of summer 

revenue).  
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One 97 Communications Buy 
Current Price INR 913  

Related to Balance sheet, Profit & Loss and Others  

 The festive season has been delayed and the seasonal factors will be more 

visible in Q3.  

 Revenue stood at INR25b, making an annualized figure of more than INR100b. 

EBITDA does not include the UPI incentive in Q2.  

 Festive season spending is anticipated to occur in Q3, in contrast to the previous 

year, where a similar pattern was observed in Q2. Contribution margin stood at 

57% and contribution profit grew by 69% YoY.  

 Net profit margin grew 60% YoY and landing at the higher end of the projected 

guidance of 7-9bp.  

 As part of its growth strategy in the credit business, the company is prioritizing 

existing customers over acquiring new ones. This approach signifies a focus on 

maximizing value from the existing customer base rather than actively seeking 

to expand by adding more external customers.  

 The ESOP cost is higher at INR7.6m for 1HFY24. Starting Aug-24, the numbers 

should go down. The actual numbers may slightly deviate from the company’s 

guidance. The ESOP costs for FY24 are expected to remain consistent with those 

of FY23. Additionally, in the next quarter, the company plans to provide a 

detailed breakdown of the ESOP schedule.  

 Employee base required to service the 15-25% of the employee base is engaged 

the servicing of the devices. The company is not seeing a plateau in the 

soundbox due to better innovations. Eg: pocket soundbox.  

 The introduction of a credit line on UPI is a significant opportunity for India, 

surpassing the potential for credit cards. This innovative approach to payments 

is revolutionizing the way transactions occur. It not only opens up substantial 

opportunities in the market, but also has the potential to attract a large number 

of users to adopt the concept of credit line on UPI.  

 ONDC is done with sister firm Paytm E-com private Ltd, the charges are different 

for different merchants. Looking ahead, the company sees a duopoly in e-com 

for the long term.  
Payments Business  

 Pocket sounbox has lower take rate vs average, but card and music soundbox 

has higher take rates than average.  

 Net payment margin increased due to non-UPI payment. The company expects 

there some tailwinds in the next few quarters. The company expects the Net 

payment margin to be at 7-9bp going ahead. The upcoming quarters are 

anticipated to benefit from the festive season and early signs of recovery, often 

referred to as ‘green shoots’.  

 The company has 0.8m active cards as of Sep-23 vs 0.3m on Sep-22.  

 Payments business – average MTU grew to 950m. Additionally, merchant 

subscriptions experienced impressive growth of 91% YoY. A significant part of 

the growth can be attributed to the expansive network the company has 

established.  

 The company has a strong network in the soundbox market, primarily due to its 

robust distribution network and continuous innovations in both software and 

hardware.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 1.5m of quarterly device can be added from hereon.  

 Paytm does not plan to add or increase the pace of MTU additions post 

embargo is lifted from PPBL; the company does not need more customers to 

grow its credit business. 

 Out of 41m merchant on and offline and 20m have signed for postpaid and the 

MDR paying merchant at less than 1m. In offline world the company doesn’t see 

a lot of MDR paying merchants. 

 Paytm Money currently serves 0.7m annual active customers, a significant 

portion of whom are engaged in equity broking and F&O trading. The company 

anticipates substantial growth opportunities in the sector. 

 Lending Business 

 The contribution from the Shriram business is anticipated to materialize in the 

upcoming quarters. 

 The company expects to go live with 2-3 lenders for the partnership. 

 The entrants of new players in the digital credit will help the overall economy 

and financial inclusion for the country. 

 Value of loan disbursed grew 122% YoY; however, the company adopted a 

cautious approach by slowing down PL growth. The company expects the loan 

disbursements to be strong in the coming quarters. 

 The bounce rates of postpaid business have come down; ECL range hovers 

around 0.65-0.75%, and the ECL range is expected to fall down from 0.65-0.85%. 

 Merchant loan portfolio is doing well and ECL range have dropped down to 4.7% 

to 5.25%. 

 Paytm added Tata capital as the lending partner. In the last quarter, it had 

added Sri-ram as a lending partner. The total number of lending partners stands 

at 9. 

 The company services more than 500 towns in paytm postpaid and PL. About 

50-60 towns will be added in FY24. The company looks at smartphone 

penetration and other metrics to add to the network. On average, the company 

adds 50-100 towns every year. 

 In the financial business, the primary objective is not just to create a large 

business, but rather to establish a sustainable one. The company intends to 

maintain this focus by adding reputable AAA-rated NBFCs to its portfolio. 

Moreover, in the upcoming quarter, the company plans to expand its network 

by incorporating 2-3 additional banks. The 3.5-3.65% of take rates can be 

expected. However, it remains open to negotiations with lenders, especially if 

there are reductions in repo rates. 

 Fee per device, the pricing of the products is not due to the competitive bases 

and is between Rs95 to 110 and remain confident of retaining Rs100 per device. 

 The company expects the PL growth to be in double digits, but not at the same 

level as in the previous years. 

 The value of loan disbursements, PL for the future or next quarters will be 

muted and will not be able to same as the past and in future 30-40% growth can 

be expected. ML will be higher due to higher penetration in the market and the 

base continues to rise on the lag of 6 months. 

 Ticket size of PL and postpaid is going up. The company is steadily adding 400-

500k customers in the segment. 
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 Sri ram has started with merchant credit and Tata capital is with the personal 

loans. The company adheres to stringent guidelines and practices with respect 

to disbursement of loans. 

Commerce and Cloud  

 Cloud business is now majorly of co-branded credit card and advertising 

services.  

 Cloud business includes advertising, co-branded credit cards, marketing cloud, 

and loyalty business. Cloud business grew by 3% YoY to INR2.61b.  

 PAI Cloud business had a strong quarter last year. Telecom VAS offerings 

(marketing cloud) has seen decline YoY.  

 For 2QFY24, Commerce GMV grew 39% YoY to INR28.9b, while revenue grew 

31% YoY to INR1.6b. Take rate has remained in the 5-6% range.  

Key focus area:  

 Innovative products to expand mobile payments acceptance network.  

 The company is dedicated to expanding its Credit and Financial Services division, 

with a primary focus on broadening its range of credit offerings. This expansion 

aims to assist both consumers and merchants in finding suitable financial 

products tailored to their specific needs. These efforts are made in collaboration 

with trusted lending partners.  

 The company is actively cultivating relationships with online merchants, by 

offering wider choice of payment instruments and better success rates.  

 The company is committed to "Enabling Commerce" by empowering merchants 

to showcase deals and offers on the Paytm app. This initiative not only boosts 

customer engagement but also directs consumer traffic to the participating 

merchants.  

 
 

P I Industries Buy 
Current Price INR 3,680  

Operational Overview  
 Overall, the revenue growth was driven by ~22% YoY growth in exports (CSM).  

 Gross Margin stood at 47% (up 135bp YoY), led by better product mix.  

 Increase in overhead cost was mainly attributable to the newly acquired Pharma 

businesses and is not comparable on a YoY basis.  
Exports (CSM)  

 The company is witnessing continued scale up in demand for the existing and 

newly commercialized products.  

 It continues to maintain the growth guidance of ~18-20% with continued 

improvement in margins and return. Volume growth will drive the overall 

growth within the segment.  

 Capacity expansion plans are as per schedule. The company will incur a capex of 

~INR8b for expansion within the CSM segment.  

 The company is in talks with a major global player for its new molecule 

‘Dyamide’. It has a market size of a couple of billion dollars.  

 Brazil has seen a major challenge in the inventory and pricing for generic 

products.  

 The company had a solid R&D pipeline of a diversified portfolio of agchem, 

electronic, imaging,  and other specialty chemicals. It expects to commercialize 

~4-5 products every year.  
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Domestic Agri inputs  
 The domestic business was subdued with revenue declining ~2% YoY, on the 

back of delayed and erratic spread of monsoon.  

 However, the favorable product mix and improved working capital management 

helped contain the financial impact. 

 The company launched ~four innovative brands in 1HFY24 (an insecticide, 

herbicide, fungicide, and biological product). Overall, it expects to launch ~six 

new brands in FY24. 
Pharma: 

 Revenue stood at INR719m, with INR 651m generated from 'Archimica S.p.A' 

and INR 68m from 'Therachem'. 

 There was a one-time IND AS adjustment in Pharma as one of the companies 

acquired by the company was following a different accounting policy. 

 Currently, the company is upgrading its infrastructure and building a new Kilo 

Lab at its Lodi facility in Italy. 

 It successfully made its debut at the CPHI Barcelona exhibition in October 2023. 

The event is expected to contribute to the buildup of the business pipeline 

moving forward. 

 The company is currently in the process of integrating CRO (Contract Research 

Organization), CDMO (Contract Development and Manufacturing Organization), 

and API (Active Pharmaceutical Ingredient) platforms to establish a distinctive 

presence in the pharmaceutical industry. 
Capex and capacity utilization 

 The total capex for 1HFY24 stood at INR7.6b (including the Pharma acquisitions 

of ~INR5b). Excluding the same, capex stood at ~INR2.6b (vs. ~INR1.2b in 

1HFY23). 

 The company continued its focus on driving higher capacity utilization by 

improving the throughput. 
Loss in transit 

 The company has lost shipment in transit worth ~INR401m due to a theft from 

the sealed containers. A few other chemical companies were also affected by 

this theft. 

 The authorities already mapped some of the culprits and some of the materials 

have already been recovered. However, the matter is still under investigation. 

 The company has accounted for the material lost in the financials. Adjusting for 

this, the margins for the quarter have expanded significantly. 
Others 

 Evaluation of opportunities for inorganic growth continues in multiple strategic 

areas continues 

 Ongoing discussions are being held with global innovators regarding potential 

development partnerships for promising R&D leads 

 The company has signed a strategic alliance with ‘Koppert’ in Sep’23 to foster 

advancements in sustainable agriculture practices and jointly innovate in the 

domain of agriculture biologicals. 

 
 

Quess Corp Neutral 
Current Price INR 491  

2QFY24 performance  

 WFM added 25k headcount during the quarter. BFSI, Manufacturing and Retail 

drove growth during the quarter. Expect strong growth to continue on the back 

of 38k open mandates. PAPM for general staffing was stable during the quarter 

Click below for  
Detailed Concall Transcript & 

Results Update 
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(INR 700). Professional (IT) staffing continues to face headwinds, with the open 

mandates remaining flat sequentially. The management is focusing on niche 

skills to drive margins in professional staffing. Though demand for IT Staffing 

remains weak, management is seeing green shoots in permanent hiring and 

GCCs.  

 For GTS, all three platforms continued to do well during the quarter. Connect 

business had a strong order book of INR1b ACV (BFSI contributed 50% of new 

sales). CLM saw strong growth driven by North America. Non-voice BPO also 

witnessed robust growth during the quarter. The focus would be to sustain and 

accelerate the growth of non-voice BPO, to grow niche healthcare segment and 

improve margins.  

 In OAM, IFMS (facility management) saw good demand from government 

services and industrials. Overall, the growth was driven by industrials, 

healthcare, and public infra. The focus will be to grow in logistics, public infra, 

and healthcare. Telecom business did well on the back of strong 5G adoption. 

Though headcount remained flat for the security business, management 

suggested 8-10% headcount addition in 3QFY24.  

 In PLB, Foundit’s performance aligns with the management’s objectives to 

achieve breakeven in 4QFY24. It saw strong growth of 20% QoQ/35% YoY. 

QUESS will roll out its AI-driven Foundit 2.0 to customers from the end of 

3QFY24, after a strong feedback from beta users. 2H is generally stronger for 

PLB; management expects this trend to continue in 2HFY24.  

 Income tax matter pertaining to FY17-18 is with ITAT. QUESS received final 

assessment order for FY18-19 and draft assessment order for FY19-20 with 

similar disallowances.  
Margin  
 The improvement in gross margin for OAM was driven by operational efficiency 

measures taken by the company.  

 The management remains confident of break-even for North America business 

and Foundit by 4QFY24, which should drive incremental margin improvement.  

 Professional staffing business operates at a strong PAPM of INR14k. Generally, 

PAPM in North America is high (USD 1.5-4.5k; 4.5k for niche skills).   

 
 

SIS  Buy 
Current Price INR 440  

Quarterly performance  
 SIS witnessed decent revenue growth and healthy margins in 2QFY24 and 

expects further margin recovery in the future.  

 The company has placed tremendous focus on margin improvement, with the 

India Security business experiencing a significant 30bp QoQ improvement.  

 During Covid-19, as FM business was hit, SIS had to take up several low-margin 

contracts. Currently, the FM business is under a portfolio review exercise to 

identify and fix the low-margin contracts. These contracts are either negotiated 

for re-pricing or replaced with better-margin contracts.  

 Management remains confident of reclaiming 6% EBITDA margin level for FM, 

but the recovery is likely to remain gradual given the large contract volumes.  

 On the large base of last year, growth for FM is expected to be in the range of 

15-20% despite account rationalization efforts. Some branches have lost as 

much as 40% revenue due to account rationalization.  

Click below for  
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 Australia business saw a significant wage hike in the last quarter. As there is a 

lag in price increases compared to wage hikes, management anticipates that 

margins would improve further as the contracts get re-negotiated.  

 VProtect continues to see strong traction and has an order book of over 5k. Tech 

SIS is expected to deliver one of its best years backed by a strong order book. 

Currently, 8-10% of its security business revenue comes from solutions. For the 

FM segment, solutions business contributes as much as 30% to revenue.  

 SIS has an annual attrition rate of 30-40% vs. industry average of around 50%.  

 ATM is a small portion of cash business (~15%). Cash business is expected to see 

a very strong growth and management is planning to conduct a value unlocking 

exercise for this business.  

 Management is comfortable with the current leverage and will maintain the 

same in the range of 1.5-2.0x.  
Outlook  

 Management suggested a strong 2HFY24 aided by a strong order book. It is 

confident of restoring EBITDA margins for all businesses to the pre-Covid levels.  

 The growth in underlying businesses remains strong, and the management 

remains confident of strong growth ahead.  
 
 

SRF Neutral 
Current Price INR 2,354  

Chemicals business:  
 The Specialty Chemicals segment performance was adversely impacted during 

the quarter due to inventory destocking (led by easing supply chain challenges 

post COVID) and working capital pressures at customer’s end (cost of holding 

inventory has gone up due to increasing interest rate).  

 The inventory rationalization currently seems transitory. The company is 

witnessing rescheduling of order and not cancellation.  

 The company expects 3QFY24 to be better than 2QFY24 and 4QFY24 to be 

better than 3QFY24.  

 Within agrochemicals, the management expects ongoing pressure on volumes 

to sustain in 2HFY24.  

 However, the company is confident of at least single-digit growth in the 

specialty chemical business in full year FY24.  

 SRF has launched six new products in 1HFY24 (four in Agro and two in Pharma). 

Further, it has a robust pipeline in place for new and complex products.  

 The company is setting up a new facility to produce an agrochemical 

intermediate at Dahej at an estimated cost of INR2.35b.  

 Further, the company is expected to commission projects worth ~INR11b in 

2HFY24, which are likely to contribute to healthy growth in the near future.  

 Fluorochemicals segment witnessed subdued performance as the Chinese 

dumping led to low demand and weak prices for the key refrigerants.  

 Further, sluggish growth in pharmaceuticals and agrochemical industries 

adversely impacted demand for some industrial chemicals.  

 However, SRF’s market share in HFCs was higher despite the weak domestic 

market.  

 Management expects stronger traction in demand in 2HFY24.  

 The company has commissioned its PTFE facility, while the PX-1 and PX-2 

facilities are expected to capitalized in 2HFY24.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/SRF_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/SRF-20231030-MOSL-RU-PG012.pdf
https://ftp.motilaloswal.com/emailer/Research/SECIS-20231031-MOSL-RU-PG008.pdf
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 SRF’s R-32 facility is likely to be commissioned by mid Dec’23.  

Packaging Film business  
 The business continued facing supply overhang and margin pressures with the 

commissioning of several new lines  

 The company expects the demand-supply mismatch to continue in the near 

term, especially in BOPET films.  

 Accordingly, the company is focusing on improving operational efficiencies, 

optimizing costs, and increasing contractual sales.  

 The company has commissioned its Aluminum foil project and the commercial 

production of the same is expected to start soon.  

 Capacitor grade BOPP film project: The company is setting up manufacturing 

facility for producing BOPP Film for Capacitor at an estimated cost of INR2.75b. 

 The facility will have a manufacturing capacity of ~4,500 MTPA and is expected 

to be complete within 31 months. 

 The company expects the IRR of the project to be in the range of ~16-18% with a 

payback period of ~5-5.5 years. 

 The margins for these films will be higher than normal BOPP films. 

 Currently, the demand for capacitor is ~40,000-50,000 tons per annum, while 

the capacity to produce it is just ~7,000 tons. Accordingly, majority of the 

requirements are imported. With the growing domestic EMS space in India, the 

situation is likely to change. 

 Further, demand for the capacitor is growing by ~10% p.a. with major demand 

coming from consumer electronics and EV chargers. 

Technical Textile business: 

 The business recorded stable performance as underlying industries witnessed 

healthy demand trends. 

 Belting fabric and Polyester Industrial Yarn witnessed better performance, led 

by enhanced focus on high-end value-added products. 

 Expansion project in the Belting Fabrics and Polyester Industrial Yarn segment is 

progressing as per schedule. 

 Going ahead, management expects improved demand in Belting Fabrics and 

Polyester Industrial Yarn segments on the back of the government’s focus on 

infrastructure development. 

Other businesses: 

 SRF’s coated fabric business achieved record quarterly sales and EBITDA as 

demand in storage liners and tarps witnessed healthy growth. 

 For laminated fabric business, oversupply situation is likely to continue with new 

capacity addition coming in 2HFY24. 

Capex: 

 The company has incurred a capex of ~INR13b in 1HFY24 and plans to incur 

~INR29-30b for full year FY24 (with ~80-85% of the capex to be incurred for 

chemical business). 

 Similarly, it plans to incur a capex of ~INR28-30b in FY25 (with ~80% of the 

capex to be incurred for chemical business). 
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Syrma SGS Technology Buy 
Current Price INR 546  

Guidance  
 The company is confident of maintaining the current growth rate. It expects a 

revenue CAGR of 35%+ over the next 3-4 years.  

 1H generally accounts for ~45% of annual revenue. The management expects 

the trend to continue, resulting in revenue of ~INR30b in FY24 (excluding 

revenue from JDHL; recent acquisition).  

 It expects EBIDTA margins to be ~8.7-9.2% (including other income) in FY24, 

provided the company clocks revenue of ~INR30b.  

 In the long run, the company aspires to maintain double-digit EBITDA margins 

(~10%), led by an uptick in product mix in FY24/FY25 (higher revenue from 

exports and Healthcare segment).  

Business mix  
 The share of the consumer vertical in total revenue has increased as SYRMA 

participated in a rapidly growing build-to-print business opportunity.  

 This had led to lower margins. However, the company expects to witness 

improvements in the working capital days and ROCE, with an increasing mix of 

consumer business.  

 Working capital for end-user verticals like Auto/Industrial/Healthcare is ~80-90 

days, while for consumers built to print business has working capital 

requirement of ~30-40 days.  

 Consumer vertical can have a higher share in the near term, but will settle down 

at ~30% of sales in the long run, as exports and healthcare businesses pick up.  

 Healthcare vertical witnessed a slight revival on sequential basis. The company 

expects the share of healthcare to be significantly higher next year (double from 

current levels).  

 The share of ODM was lower (~17%) in 1HFY24. The management expects this 

to improve to ~20% by next year. The company has set up a designing unit in 

London with senior members of the team.  

Exports  
 Exports accounted for ~27% of total sales in 2QFY24. Exports grew 9%/12% 

YoY/QoQ owing to increased orders from existing clients. Domestic business 

grew ~78% YoY in 2QFY24.  

 SYRMA has on-boarded multiple MNC clients (export orders) and its benefits will 

be reflected next year (revenue potential of over INR2b in FY25).  

 Exports generate ~5-7% higher margin than the domestic business.  

 
Others  
 SYRMA has adopted a three-pronged strategy for growth: 1) Revenue growth 

over and above the industry growth levels, 2) double-digit EBITDA margin (10%), 

and 3) working capital days of ~70. SYRMA have already achieved its targets for 

revenue growth and working capital, but is lagging in terms of margins.  

 Other expenses include a one-time consulting expense of ~INR45 due to 

merger/JV.  

 It has moved to a new tax regime and expects a tax rate of ~25-26% ahead.  

 Exports account for 20% of the order book.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/Syrma_SGS_Q2FY24.pdf
https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http://ftp.motilaloswal.com/emailer/Research/SYRMA-20231102-MOSL-RU-PG010.pdf&Email=rahul.hshah@motilaloswal.com&UserId=103342&MailSubject=2QFY24 RESULTS: 1. Tata Motors; 2. Dabur; 3. Godrej Properties; 4. Indraprastha Gas; 5. LIC Housing Finance; 6. Clean Science & Technology; 7. Syrma SGS Technology; 8. MAS Financial Services&ListId=116
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 Net working capital days stood at ~70 in 1HFY24 and may fall further by ~5-7 

days in the next few quarters. 

 Debt: The company has a debt of ~INR4.2b as on Sep’23 (~INR3.3b of working 

capital loan and ~INR0.9b of term loan). 

 Capex: It has spent ~INR1.1b in 1HFY24 and expects to incur capex of ~INR2-

2.5b for full year FY24. 

 Cash flow generation: CFO/EBITDA ratio stood at 20%+ in 1HFY24 and is 

expected to improve in 2HFY24. SYRMA is targeting CFO/EBITDA ratio of ~50%. 

  
 

Tata Chemicals Neutral 
Current Price INR 961  

Operating performance  
 Revenue for the quarter declined due to lower volumes of soda ash (except for 

India).  

 EBITDA was hit by a price decline in India and Kenya and lower volumes in the 

US, UK, and Kenya.  

 The company has repaid debt of ~USD120m in the US operations in 1HFY24  

 Rallis: The domestic market continued to remain strong while there was a stress 

in the international market.  

Demand-supply scenario  
 Outlook for soda ash remains stable in the medium term  

 Inventory de-stocking and related softness in overall demand are expected to 

persist throughout FY24  

 Markets softened, especially in container glass and flat glass segments, leading 

to pricing pressure  

 China volumes grew by ~3% YoY. Demand situation in China continues to remain 

soft. Inventory in China fell to a very low levels of ~0.27m tons from ~0.3m tons.  

 The incremental 5MMT of capacity in Inner Mongolia is expected to come on 

stream by Mar’24; however, TTCH believes that only ~3MMT will commercialize.  

Capex  
 India soda ash capacity will expand to ~ 1.3MMT from the current levels of 

~1MMT (for a capex of ~INR10b)  

 Similarly, TTCH will add ~400KMT/200KMT in the US/Kenya (combined capex of 

~USD200m)  

 It is also increasing salt capacity from 1.5MMT to 1.8MMT (for capex of ~INR4b)  

 It is in the process to start the phase 2 expansion, which will take 2.5 years to 

complete.  

 The company will incur a total capex of ~INR30b over the next two years for 

capacity expansion purpose.  

Insights from the global soda ash conference  
 All customers are looking at the carbon reduction programs, and the companies 

with a low carbon footprint will gain more customers.  

 There is strong traction from newer applications such as solar.  

 Demand for container glass (especially in wine and beer bottles) has declined.  

India  
 Salt and bicarb businesses witnessed healthy volumes during the quarter.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/TTCH_Q2FY24.pdf
https://ftp.motilaloswal.com/emailer/Research/TTCH-20231111-MOSL-RU-PG012.pdf
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 There is no demand issue in the Indian market. However, surging imports from 

Turkey and Malaysia (India has an FTA with Malaysia) hit realizations.  

 The demand from southern Europe has been subdued. Accordingly, the Turkish 

capacity has been diverted to other countries, including India.  

 The share of imports in India has jumped from ~14% to ~28% over the last four 

quarters. However, in Oct’23, the same has come down to ~14%.  

TCNA  
 There is some softness in demand for container glass. Although domestic 

market share is well protected  

 The export market faced challenges due to pricing pressure  

 Overall demand from South America is stable  

 The company is expecting to renew the contracts in the region in 3QFY24.  

 The debt for the region stood at ~USD258m as of Sep’23  

TCEHL & TCAHL  
 TCEHL: There will be a soda ash contract coming for renewables within the next 

month. Thereafter, the company can comment on the margins.  

 Margins for Bicarb and salt are expected to sustain at current levels going 

forward.  

 TCAHL: The current margins levels will be sustainable going forward.  

Other Highlights  
 Sustainability segments, such as Solar, are witnessing a double-digit growth 

globally  

 In India, the solar segment is still small and is witnessing ~60% growth. Around 

0.5MMT of additional demand will be coming in the solar segment in India.  

 The company is fully booked for Silica capacity, and the additional capacity will 

take 18 months to come on stream.  

 Finance Cost: Interest rates have more than doubled as all the borrowings are 

taken from the US and the UK and have been refinanced at higher rates.  

 Implementation of flue gas treatment – This is a growing sector in India and is 

witnessing a healthy demand since last 12 months from some of the leading 

Pan-India players, including Tata Power. The sector is anticipated to grow at 10-

12% p.a. in a phased manner. This sector has now moved from the pilot phase 

to the commercial phase as far as the utility is concerned.  

 Region wise debt: US – USD258m; UK – GBP150m; Singapore – SGD182m. 
  
 
 

Team Lease  Buy 
Current Price INR 2,521  

General Staffing  

 TEAM saw good growth in 2QFY24, driven by the expansion of large accounts.  

 The consumer and BFSI segments registered strong growth in 2QFY24.  

 The Headcount addition was strong at 14.2k (the highest in the last seven 

quarters) and added 33 new logos during the quarter.  

 The hiring for Tier2 and Tier 3 cities increased 20% YoY.  

 TEAM saw clients returning and there is increased push for compliance, which is 

positive for TEAM.  

 The Telecom, BFSI, and FMCG sectors are poised for strong growth ahead. 

Additionally, the manufacturing sector presents a substantial opportunity, 

particularly with the PLI scheme.  

Click below for  
Detailed Concall Transcript & 

Results Update 
 

http://institution.motilaloswal.com/emailer/InstDatabase/Voices/2QFY24/TEAM_Q2FY24.pdf
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 The pipeline for 3QFY24 remains strong and management remains confident of 

maintaining healthy growth ahead.  

 TEAM is seeing some initial positive signs from up-selling initiatives with PAPM 

up 2%. The PAPM for staffing business was at INR 684.  

Specialized Staffing  

 Specialized staffing continues to face challenges as IT Services companies reduce 

hiring and concentrate on improving utilization levels.  

 Demand has decreased significantly, down by 60% from the usual levels. 

However, TEAM is witnessing signs of improvement in demand from GCCs.  

 TEAM sees good opportunity in GCCs, especially since large GCCs are still in the 

process of expansion.  

 It added 10 new logos during the quarter out of which 6 were large GCCs  

 Amid the current environment, companies remain cautious on hiring and the 

situation is not expected to improve for the rest of the year.  
Degree apprenticeship  

 The headcount dropped marginally in 2QFY24 as the impact from the 

discontinuation of the NEEM program was largely offset by pickup in NPAS and 

WILP. There are around 9k associates under NEEM, which will be released by 

4QFY24.  

 The realization for NPAS and WILP (~INR 550 PAPM) is lower than NEEM (INR 

1,100).  

 Expect positive headcount growth for the coming quarters as it has a healthy 

number of open mandates for NPAS and WILP.  

Margin  

 In specialized staffing, the company continues to focus on optimizing costs and 

improving productivity.  
 The management remains confident of improving absolute EBITDA by 5-6% 

sequentially going forward.   

UPL Neutral 
Current Price INR 563  

UPL Corporation  
 Volumes up (1% YoY) despite high channel inventory across key regions.  
 Revenue was impacted primarily by price erosion (25% down YoY) in key 

herbicides in Americas; Europe impacted by herbicides, and product bans  
 High-cost inventory liquidation, higher sales returns, and rebates to channel 

partners hurt contribution margin. Adjusted for the above, 1HFY24 contribution 
margin would have been higher by ~100bp vs. last year.  

Outlook  

 Elevated inventory levels are expected to gradually subside with strong farm-
gate demand. Europe, Asia, and LATAM (ex-Brazil)’s channel inventory largely 
normalized and NAM (North America) and Brazil’s scenarios continued to 
improve gradually.  

 Expect to deliver better profitability in 2HFY24 vs. 1HFY24 due to seasonally 
higher sales, stable prices and favorable costing; SG&A optimization (on-track to 
reduce ~USD100M over two years; FY24 savings of ~USD50M) to majorly accrue 
in 2HFY24.  

 Differentiated and sustainable segment revenue grew 9% YoY, led by 17% 
volume growth in 2QFY24; this represents ~36% of revenue vs. ~27% in 2QFY23. 
Contribution margins improved ~90bp YoY.  

 

Click below for  
Detailed Concall Transcript & 

Results Update 
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Geographical performance  
 LATAM: Revenue declined 17% YoY to INR50.3b, led by a decline in non-

selective herbicides such as Glyphotal, Select, and Trunfo in Brazil. However, it 
was partly offset by higher volumes from differentiated products such as 
Evolution and Feroce. Mexico and Argentina posted volume growth across 
portfolios  

 Europe: Revenue declined 7% YoY to INR12.6b, as channel inventory continues 
to be a challenge, resulting in a decline in some parts. Herbicides witnessed 
volume decline led by the impact of product ban (e.g., bifenazate).  

 North America: Revenue declined 57% YoY to INR5.1b, due to a sharp drop in 
post-patent active ingredient (AI) prices, along with channel destocking, tactical 
purchases, and cash management by distributors. However, farmgate challenges 
persist, along with low AI pricing from China. Herbicides such as glufosinate, 
smetolachlor, clethodim, metribuzin accounted for ~75% of regional decline, 
due to lower volume.  

UPL SAS  
 Revenue impacted by lower acreages for key crops (cotton, pulses) as the shift 

from cotton in North India exacerbated the impact along with exceptionally high 
sales returns due to elevated channel stocks; and erratic monsoon in Aug and 
Sep’23.  

 High-cost inventory liquidation, higher sales returns and rebates to channel 
partners hit the contribution margin.  

 New launches and collaboration-led traction was visible in paddy, sugarcane and 
vegetables portfolio.  

Outlook  

 Novel pipeline range (e.g., Spruce, Feego, Fascinate Flash, Argyle) to drive 
portfolio diversification and expansion.  

 Expect significantly improved performance in 2H led by new launches, and 
higher grower demand.  

Advanta Enterprise  
 Revenue growth driven by higher prices and volumes in Sunflower, Corn, 

Canola, Sorghum & Vegetables portfolios, partially offset with volume 
reductions in Brazil Soya, Australia Sorghum & Ecuador Corn portfolios  

 Contribution margins expanded 159bp YoY driven by improved mix: Better and 
good recovery in India Vegetable business  

 EBITDA marginally down YoY as healthy contribution growth was offset by 
higher employee costs (increase in headcount to support budgeted growth for 
FY25)  

 Outlook: 3QFY24 will be a monitorable due to El-Nino impact in major 
geographies. The company is on track to deliver on its FY24 guidance.  

Specialty chemical and manufacturing  
 Lower demand from AgChem business  
 Non-Agchem Segment: Domestic business performed better YoY, while, weak 

demand was seen in the US, Europe; and in lubricants, export market declined  
 EBITDA margin up 269bp YoY to 14.2% driven by raw material procurement at 

lower prices and manufacturing efficiencies  
 Commencement of plant at Kudos expected by early FY25  

Working Capital and Debt  
 Gross debt increased to INR339.3b Sep'23 v/s INR325.5b as on Sep'22, while net 

debt rose to INR307b as on Sep'23 v/s INR285.1b as on Sep'22.  
 The company has laid down its gross debt reduction strategy to repay USD500m 

by end of FY24:  
 UPLL will reduce its capex by ~USD50m from its earlier capex guidance of 

USD300-325m for FY24  
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 UPLL will pay down its gross debt from existing cash reserves (will utilize 
~USD200m). So Net debt reduction will be ~USD300m  

 Repaying through internal cash flow generation where the management expects 
a better performance in 2HFY24. The company is expecting to generate over 
USD1.2b of cash flows in H2FY24 i.e. higher than H2FY23  

 Repayment will be a combination of both long-term and short-term debt.  
 The company is evaluating better ways of debt repayment whether borrowings 

or bonds. Perpetual bonds are issued at a fixed rate when the interest rates 
were lower, while loans are linked to Libor which is currently high.  

Guidance  
 Management again revised its FY24 guidance downwards for revenue to flat 

from 1%-5% YoY growth guided earlier; and EBITDA to -5%- 0% YoY change vs. 
3%- 7% YoY growth guided earlier.  

 High channel inventory continues to hover on the industry  
 Some of the factors such as high-cost inventory liquidation, higher-than-usual 

sales returns, and rebates to channel partners will continue in 2H as well  
 3QFY24 to remain weak in Brazil and also price reset in post-patent products will 

be across geographies.  
 Management is expecting an improved performance in 2HFY24 as the key 

geographies of North America, LATAM and Europe enter major cropping season. 
The elevated inventory levels are expected to gradually subside as farm-gate 
demand continues to be robust.  

 In Europe, Asia, and LATAM (ex-Brazil), channel inventory levels have largely 
normalized; while in North America and Brazil, the scenario continues to 
gradually improve.  

 On the pricing front, most post-patent molecule prices seem to have bottomed 
in 2QFY24 and are now stabilizing.  

 Overall, the company is executing well in this challenging market and making 
changes to their operating model that will further improve its business as the 
cycle normalizes.  

 The management is expecting 2HFY24 to be very strong in terms of Volume 
growth  

 Growth in 2HFY24 will come from every region except North America. For North 
America, 3QFY24 to be similar YoY and 4QFY24 will remain a challenge v/s last 
year.  

 Destocking to continue for another six to eight months globally and majorly in 
Brazil (expect to end by 4Q) and North America (expect to end in next six to 
eight months)  

 The company will be launching four products in H2FY24. 
 

Voltas Buy 
Current Price INR 843  

General comments  
 Inflation still remains at higher levels, and geopolitical issues have also increased 

uncertainty. Key commodity prices have come down. The Indian economy has 

remained resilient led by better demand in the urban areas. Rural economy 

remains hit by high inflation. There are signs of inflation coming down every 

month that should support growth going forward.  

 Cash balance was at INR25.9bn; however, the Board has approved issuance of 

NCDs of up to INR5b considering the need to conserve cash and for potential 

future growth opportunities.  

 

Click below for  
Detailed Concall Transcript & 

Results Update 
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Unitary Cooling Products (UCP)  
 2Q is usually a lean period for the UCP segment; however, this is also the start of 

the festive period. Onam festival in Kerala witnessed a very strong growth for 

appliances segment after 3 years of muted demand giving a hope for a better 

demand in the upcoming festive season. This led to higher primary billing to the 

trade partners that is reflected in the overall volume growth of RAC segment.  

 The focus on the inverter category and promotion of higher energy efficiency 

products have resulted in a healthy product-mix, contributing to the overall 

margins. Its YTD market share in RAC stood at 19.2% with Aug’23-exit market 

share of 19.5%. The RAC segment grew ~15% YoY in volume as well as in value.  

 Commercial refrigeration segment saw a muted growth on account of cautious 

investments in B2B, as demand of cold beverages, chocolates, and ice creams 

was low. However, demand was buoyant for water coolers. The air cooler 

vertical witnessed a strong demand in East and South India, whereas demand in 

North was tepid. Volume grew ~50% YoY with an exit market share of 7.7% in 

July’23, and it has achieved the number two position in the industry.  

 Commercial ACs vertical witnessed a good demand for chillers and packaged 

ACs. The mandatory quality control order (QCO), compliance in few of the 

commercial ACs product categories and slowdown in projects will have some 

impact in the coming period. However, the focus on customer retention and 

retrofit jobs will continue to support growth for this category. The commodity 

prices have softened during the quarter, though, the volatility continues.  

 Capex is pegged at INR5-6b covering both capacity expansion for AC and 

commercial refrigerator along with PLI investment opted by the company.  

Electro-Mechanical Projects and Services (EMPS)  
 Healthy opening order book and scheduled execution resulted in healthy growth 

for the domestic project business. The focus on collections and certifications has 

improved the overall working capital and return on capital. Order booked in the 

domestic project segment was at INR6.7b vs. INR4.8b in 2QFY23.  

 Commencement of new projects and planned progress in the running projects 

resulted in a higher revenue growth for the segment. However, overseas 

projects business got impacted due to slow progress in the certification and 

collection of the receivables in few sizable and completed projects. The order 

booking in the overseas projects was at INR4.5b vs. INR1.2b in 2QFY23.  

 The carry forward order book for domestic projects stands at INR53b and 

comprises orders across water, HVAC, rural electrification and urban infra 

activities. The international order book stood at INR34b, largely in the UAE, 

Qatar and Saudi Arabia regions.  

Voltas Beko  
 Volume crossed 4m units since the launch of commercial sales and it is the 

fastest brand to achieve this milestone. The overall volume growth was +40% 

YoY, against a muted growth for the industry.  

 In line with the premiumization efforts, the revenue share of frost-free 

refrigerators and automatic washing machine has increased. Spending on digital 

and social media has also helped the brand in connecting with the youth and 

targeting the consumers in an effective manner. Leveraging on the distribution 

https://ftp.motilaloswal.com/emailer/Research/VOLT-20231020-MOSL-RU-PG010.pdf
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reach of Voltas, the touch points have seen accelerated expansion over the last 

two quarters.  

 The strategic tie-up with modern trade and e-commerce partners, in addition to 

the traditional channel has contributed in achieving much higher volume growth 

than the industry. The company’s market shares stood at 3.3% for refrigerators 

and 5.4% for washing machines, representing an increase of 0.9pp and 1.4% pp, 

respectively. It will take 2-3 more years to reach the 10% market share level.  

 The favorable product mix coupled with localization of the fast-moving SKUs has 

resulted in the improvement of gross margins. The profits have remained at the 

previous year level despite higher spends on advertisement and service 

initiatives. The company’s retail touch points have increased to +10k, compared 

with 6k-7k earlier.  

 

Zomato Buy 
Current Price INR 117  

Demand and growth outlook  
 The introduction of platform fee and higher ad monetization helped to increase 

the take rate during the quarter. The management expects platform fee to stay 

and sees no meaningful impact from the same on demand as it is also charged 

by competitors. The platform fee is currently nominal, and Zomato will continue 

to fine-tune it going forward.  

 The increase in ad revenue was largely driven by higher spending by customers. 

Increased pricing also aided revenue, but the quantum was small.  

 The pricing of Zomato Gold is driven by multiple factors, including competition. 

It is fairly a new program and the company will continue to fine-tune it going 

forward.  

 Majority of the incremental Zomato Gold additions are from existing customer 

base. Expects the pace of Zomato Gold addition to slow down going forward.  

 Though some part of increase in order frequency was organic and sustainable, a 

larger part of it was due to the clubbing of orders with Zomato Gold users.  

 Majority of the long-term growth will be driven by the increase in MTCs.  

 The Blinkit - Hyperpure synergies were driven by common infrastructure 

(warehouse, etc.). The synergies help Hyperpure deliver better quality, which 

not only increases the conversion of users for food delivery, but also leads to 

higher retention rates.  

Margins  
 The management has reiterated its goal of achieving 4-5% EBITDA margin (% of 

GOV) in the food delivery business.  

 Though ESOP costs increased during the quarter, the management maintained 

the guidance of INR4.5b of ESOP costs for FY24.  

 High employee costs was due to wage hikes awarded during the quarter.  

 Expects the margin delta between Gold and Non-Gold members to reduce going 

forward, which will drive incremental margins.  

Blinkit  
 The increase in AOV for Blinkit was due to the mix change. The reported GOV 

number excludes iPhone sales, which could skew the AOV number.  

Click below for  
Detailed Concall Transcript & 

Results Update 
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 Blinkit is seeing good margin expansion in the business. The management has 

planned aggressive store additions going forward, which will remain a drag on 

margins. The management is confident of achieving a break-even in 1QFY24.  

 Blinkit underspent on advertising and marketing in 1QFY24 due to the ongoing 

disruptions, which led to a high sequential jump in marketing spending in 2Q.  

 The management is confident of strong growth in 3QFY24 and suggests that the 

growth should be similar to current quarter.  

 Blinkit’s AOV is 2x of Zomato in a few cities. It can become meaningfully larger 

going forward.  
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