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AUTO & AUTO ANCILLARIES 
Bajaj Auto   

Financial Results & Highlights 

Brief Company Introduction 

Bajaj Auto Ltd has been one of the largest automobile players in India for a long time. They have been 

in operations since 1945. Bajaj Auto operates primarily in the entry level and premium segment 

motorcycles along with small and large three wheeler commercial vehicles segment. It is the largest 

three wheeler manufacturer and third largest motorcycle manufacturer in the world. They are now 

present in more than 70 countries around the world. Bajaj Auto also owns Force Motors and is a part 

owner of the popular Austrian motorcycle brand KTM. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 7349 7789 -5.65% 8006 -8.21% 31652 31796 -0.45% 

PBT 1721 1876* -8.26% 1671 2.99% 6580 6703* -1.83% 

PAT 1310 1306 0.31% 1262 3.80% 5100 4675 9.09% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 7243 7789 -7.01% 8006 -9.53% 31443 31702 -0.82% 

PBT 1765 1979* -10.81% 1732 1.91% 6692 6956* -3.80% 

PAT 1354 1408 -3.84% 1322 2.42% 5212 4928 5.76% 

*Contains an exceptional item of reverse charge of Rs 342 Cr which was added to PBT 

Detailed Results: 

 The revenues for the quarter were dismal with a fall of 5.6% and 7% YoY respectively in both 

standalone and consolidated terms for Q4. FY20 revenues were mostly flat for the year. 

 Profits were also down with fall in PAT of 0.3% and 3.8% YoY respectively in standalone and 

consolidated terms respectively. This was mainly due to the exceptional item mentioned above. 

 The volumes sold for the quarter stood at 991,961 units. The volumes sold for the year was at 

4,615.212 units. 

 The export volumes were at the highest ever level at 562,772 units in Q3. 

 The YoY changes in volumes for the quarter are as follows: 

o Domestic:  

Domestic Q4FY20    FY20 

Motorcycles -34% -18% 

CV -27% -8% 

Total -33% -17% 
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o Exports:  

Exports Q4FY20 FY20 

Motorcycles 15% 10% 

CV -29% -21% 

Total 7% 4% 

  

o Total: 

Total Q4FY20 FY20 

Motorcycles -15% -7% 

CV -28% -15% 

Total -17% -8% 

 

 The domestic motorcycles industry declined 18% YoY in FY20. 

 The overall share in the domestic motorcycle market grew close to 18.5% in FY20 vs 18.7% in FY19. 

 In FY20, CT100 sold 480,000 units while CT110 sold 194,000 units. Platina sold 578,000 units while 

Platina 110H sold 154,000 units. 

 The recently launched Pulsar 125 sold over 160,000 units. 

 In the 150cc+ segment, the company continues to maintain its dominance. Pulsar, along with 

Avenger, sold over 747,000 units in FY20 and maintained a market share of 44.7%. 

 KTM sold 64,000 units in FY20 which is a growth of 26% YoY. With the RS200 & Dominar, the 

company improved its market share 270 bps to 10.1% in FY20.  

 The company launched 3 new bikes in the quarter which are Husqvarna Svartpilen 250, Husqvama 

Vitpilen 250 and Dominar 250. 

 In the CV segment in FY20, the company sold over 365,000 units and maintained a market share 

of 57.3%. 

 In the RE brand, the company maintained a market share of 89.7% in FY20, an improvement of 

360 bps YoY. 

 In the MAXIMA brand, the company maintained a market share of 38.5% in FY20, an improvement 

of 140 bps YoY. 

 In the Goods carrier segment, the division declined 2% YoY against an industry decline of 13% YoY 

and a market share of 27.2% in FY20, an improvement of 330 bps YoY. 

 In the international business segment, the company sold over 2.17 million units which were 4% 

up YoY and generated revenues of $1.642 billion. 

 IN exports, Motorcycles sold over 1,849,000 units with a growth of 10% YoY in FY20. 

 The commercial vehicle exports excluding Egypt grew 6% YoY. Total exports in this division was 

301,000 units in FY20. 

 The company is now selling in 79 countries with a top 2 position in 22 of these nations.  

 The proportionate profit from KTM AG for the company in FY20 was Rs 322 Cr.  

 The company declared and paid out a dividend of Rs 120 per share in Q4. 
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 The company maintained a surplus cash and cash equivalents position of Rs 14,332 Cr as of 

31st March 2020. 

 The company saw complete plant shutdown of 32 days in FY21 and although facilities have been 

opened in Chakan, Waluj and Pantnagar, they are not working at full pace. 

Investor Conference Call Highlights 

 The demand for motorcycles in Nigeria has certainly been affected by COVID-19 but the biggest 

concern for the company in the country remains the issue of currency devaluation. 

 Overall, the company is seeing retail sales of 35% of the normal rate since the start of COVID-19 

including all of its international markets. 

 Almost 50-60% of dealerships for the company are in green zones. They are seeing 50% 

productivity in sales. Service is seeing 65-70% of normal levels. 

 The company saw margin improvement in the quarter mainly due to the shift in product mix 

towards CVs and exports in Q4. Favourable forex has also helped bring up realizations. 

 The management believes that there should be a case of positive demand coming from the fall in 

the use of public transport due to the COVID-19 pandemic and the change in consumer behaviour 

post the pandemic. But it is still too early to predict when and how this demand will rise. 

 The management believes that Q2 shall also be a quarter for disentanglement of demand for the 

company and Q3 onwards the company should see steady demand coming in. 

 The management does not believe that there will be widespread down trading as the customers 

who have graduated to a higher segment will not be willing to go back down a segment. But within 

the segment boundaries, the customer will definitely be looking for value for money. 

 The management has stated that financing is much higher in three-wheelers than in motorcycles 

and three-wheeler portfolios of financiers have seen serious drop off during the lockdown. This is 

expected to reverse quickly when the lockdown is lifted and normal economic activity resumes. 

 The management believes that due to the restriction on the number of people that can travel in 

a three-wheeler, the amount of damage done is greater for big three-wheelers than in small three-

wheelers where the company has the dominant brand of RE. This is in addition to the fact that the 

price increases for large three wheelers from BSVI have been greater than those in small three-

wheelers like RE. 

 The company is not facing any issues with inventory and can run at 50-75% utilization at its plants 

whenever required in case of a shortage in inventory. 

 The price increases that the company implemented is mainly a way to reshape the portfolio mix. 

 The management has admitted that the number of inquiries has gone down but the conversion 

ratio is expected to rise significantly as only serious buyers are expected to make an inquiry for 

June and complete the sale. 

 The company has seen good market capture in Africa and the management expects the company’s 

market share to rise to 38% for the whole continent soon. The threat from Chinese competitors 

in this continent is low mainly due to the small size and fragmented nature of competition here. 

 The management does not believe that there will be any threat of shift from the bike taxis in Africa 

as there isn’t any suitable alternative in place to replace this transportation medium since public 

transport is nil here. But still the company is focused on developing the private ownership segment 

here which is still minuscule and has good potential in mature markets and industrialized nations 

in the continent. 

 The management has clarified that the company does not need to fear much from the bike taxi 

ban in Lagos as the Lagos market is just 10-15% of the overall bike taxi market in the country. 
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 The management believes that the sales of entry-level motorcycles should suffer the most in the 

short term since this the segment which is most cash-driven. It has also stated that financiers will 

hesitate to finance this customer segment which may lead to lower sales in this division. The third 

reason will the mandatory price increases due to BSVI. 

 Other than the running cost advantages of the smaller three-wheelers, the management believes 

that the economics of going for CNG will also play out in favor of smaller three-wheelers as 

compared to large three-wheelers. 

 The % of first buyers for the company was at 56-59% depending on the segment. 

 The management believes that financing for three-wheelers may have become more difficult as 

compared to two-wheelers as three-wheelers are used for business which has been affected by 

negatively affected by COVID-19 while there isn’t a direct threat to two-wheelers as it is a personal 

vehicle. 

 The management has refrained from maintaining any guidance on the EBITDA margin as the 

margin is heavily dependent on product mix which is hard to predict at the moment. 

 In terms of hedges, the company has already covered around 70-75% of its post lockdown targets. 

 The management has identified ASEAN as the next frontier for the company. The management 

will also look for entry into Brazil and Europe. 

 

Analyst’s View: 

Bajaj Auto has been a long performing player in the automobile sector that has established itself as a 

dominant player in all the segments that it operates in both in India and abroad. Despite the expected 

decline in domestic business, the export business has helped raise the overall performance of the 

company. Q4 was a dismal quarter for the company especially in terms of domestic sales. The 

company did well to maintain its market share in the industry decline and rapidly raise its export 

proportion. The lockdown due to COVID-19 has hit the auto industry particularly hard and the 

company is no exception. But the company is expected to have managed better than its competitors 

mainly due to its performance in international markets. It remains to be seen how long will it take for 

the auto industry to revive from the triple threats of demand slowdown, BSVI price increases, and 

COVID-19 disruption. Nonetheless, given the company’s position in export markets and its strong 

presence in all market segments in the two-wheeler market and three-wheeler markets, Bajaj Auto 

remains a pivotal auto sector stock to watch out for. 
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Balkrishna Industries  

Financial Results & Highlights 

Brief Company Introduction 

Balkrishna Industries Limited (BKT) is a tire manufacturing company based in Mumbai, India. 

Balkrishna Industries manufactures off-highway tires used in specialist segments like mining, 

earthmoving, agriculture and gardening in five factories located in Aurangabad, Bhiwadi, Chopanki, 

Dombivali and Bhuj. In 2013, it was ranked 41st among the world’s tire makers. 

Balkrishna Industries is currently an OEM vendor for heavy equipment manufacturers like JCB, John 

Deere and CNH Industrial. The company currently enjoys 2% market share of the global off-the-road 

tire segment. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1424 1391 2.37% 1191 19.56% 5031 5459 -7.84% 

PBT 339 276 22.83% 275 23.27% 1123 1183 -5.07% 

PAT 257 185 38.92% 221 16.29% 945 782 20.84% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1438 1397 2.93% 1186 21.25% 5062 5428 -6.74% 

PBT 346 278 24.46% 278 24.46% 1140 1177 -3.14% 

PAT 265 186 42.47% 224 18.30% 960 774 24.03% 

 

Detailed Results: 

1. The revenue growth for the quarter was modest at a 3% rise in consolidated terms. 

2. PBT was up 23% and 24.5% YoY in standalone and consolidated terms in Q4. 

3. PAT rose 39% YoY in the quarter mainly on account of the reduction in the tax rate and 

improvement in margins. 

4. Sales volumes for the quarter came in at 57,966 tons which were up 5% YoY. It was also the highest 

ever quarterly sales volume sold by the company. 

5. Overall volumes for FY20 fell 4% YoY. 

6. The EBITDA margin improved 450 bps YoY to 29.3% in Q4. In FY20, EBITDA margins improved 140 

bps YoY to 28.2%. 

7. Net forex gain for FY20 was at Rs 131 Cr vs Rs 128 Cr a year ago. 

8. The company remains debt-free with current cash holding at Rs 1086 Cr. 

9. The previously guided CapEx programs are on track for the company despite some delay caused 

by COVID-19 disruption. 
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Investor Conference Call Highlights 

 The Capex spending in FY21 is expected to be around Rs 600 Cr. 

 The revenue distribution for Q4 & FY20 according to geography is as follows:  

1. EU: (Q4 58%) (FY20 51%) 

2. India: (Q4 17%) (FY20 20%) 

3. USA: (Q4 15%) (FY20 17%) 

4. ROW: (Q4 10%) (FY20 12%) 

 The management has stated that demand from retail for the company’s products remains stable 

especially from the construction industry. 

 The management has stated that out of the total 2 lac tons of carbon black production, the 

company will be using only 55000-56000 tons and the rest will be sold to outsiders. 

 The company didn’t face any difficulty from the partial shutdowns in the EU mainly as agricultural 

demand remained stable and distributors generally keep 2-3 months of inventory which was 

enough to meet the immediate demands. 

 The RM cost for the company has come down 3-4% QoQ. 

 The management remains optimistic about customer demand in FY21 mainly on the back of 

expectations of good agricultural seasons in the company’s principal markets. 

 In the 2 ongoing projects in Bhuj and Waluj, the company expects to do CAPEX of Rs 500 Cr in FY21 

and the timeline for these projects shouldn’t get delayed by more than one quarter off from the 

regular schedule. 

 The company has a run rate of Rs 150 Cr per year for maintenance CAPEX. 

 Ad expenses are expected to be Rs 75-90 Cr each year on the sports leagues while ocean freight 

is around 6-7% of exports. The overall promotional spending is expected to stay stable at around 

Rs 280 Cr each year. 

 The sales volumes breakup according to industry segments is:  

1. Agri: 65% 

2. OTR: 31-32% 

3. Others: 3%+ 

 The sales breakup between replacement and OEM is 71% and 25% respectively. The offtake is 

around 4-5%. 

 The management gross margins to stay stable near 58-60% in the long term. 

 The company sources only 10-12% of raw materials from China. 

 The management does not expect any large volatility in raw material prices going forward. 
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 IN raw materials sourced by the company, 35% is natural rubber, 3% is lead wire and the rest 62% 

is crude derivatives. 

 The incremental margin benefit from carbon black in Fy21 is expected to be around 100-150 bps. 

 The company is seeing good traction in France and has also reported a market share gain of 10-20 

bps. 

 The management has stated that any decrease in raw material prices will be passed on directly to 

the customers. 

 The current capacity utilization level is at 70%. 

 The company did not face any major issues from labour migration at any of its plants. 

 The company has a market share of 5-6% in India today. Most of this is through replacement. The 

company is working hard to develop the OEM market in India. 

 The industry OEM: replacement mix is 45:55. 

 The management is optimistic of maintaining EBITDA margins near 30% in the coming times. 

 The EBITDA guidance for FY21 is around 28-30%. 

Analyst’s View: 

BKT has been a rising player in the off-road tires business for years now. The company has done well 

to bounce back in Q4 and record its highest ever quarterly sales volumes. It has also brought about 

margin expansion while doing so. The addition of the carbon black plant is expected to bring about 

additional margin appreciation for the company. Although the company was hit by supply chain 

disruptions due to the lockdown it didn’t hamper its sales in the EU. It remains to be seen whether 

there are any other economic shocks to come from COVID-19 and whether the expectations of normal 

agricultural seasons in the company’s principal markets pan out in expected manner.  Nonetheless, 

given the company’s sustained margin performance, its resilient market share in a stagnant global 

market, and the rapid rise of the company in India, Balkrishna Industries is a good tire stock to watch 

out for. 
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Eicher Motors  

Financial Results & Highlights  

Brief Company Introduction 

Eicher Motors Limited is an Indian manufacturer of motorcycles and commercial vehicles. Eicher is the 

parent company of Royal Enfield, a manufacturer of middleweight motorcycles. In addition to 

motorcycles, Eicher has a joint venture with Sweden’s AB Volvo - Volvo Eicher Commercial Vehicles 

Limited (VECV). 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 2326 2642 -11.97% 2499 -6.95% 9693 10303 -5.92% 

PBT 489 755 -35.21% 634 -22.87% 2430 3133 -22.43% 

PAT 346 480 -27.95% 489 -29.20% 1904 2054 -7.33% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 2351 2643 -11.03% 2506 -6.16% 9697 10240 -5.31% 

PBT 447 820 -45.48% 644 -30.62% 2355 3297 -28.58% 

PAT 304 545 -44.15% 499 -38.99% 1827 2203 -17.04% 

 

Detailed Results: 

1. The company had a dismal quarter with an 11% fall in consolidated revenues and a 45% decline in 

PBT. 

2. Volumes for FY20 fell 15% YoY. 

3. EBITDA margins for FY20 shrank to 24.3% from 30.1% a year ago. 

4. The dealer network expanded to 1521 including 600 studio stores from 915 a year ago. 

5. The company still enjoys a market share of more than 90% in its segment of 250cc+ motorcycles 

and a market share of 26.6% in the 125+ cc category. 

6. Export sales have risen from 96% YoY to 38700 units in FY20. 

7. The number of international stores has risen to 77 stores in 21 countries in FY20 from 42 stores in 

18 countries a year ago. 

8. The company remains a zero debt company. The net cash position of the company is at Rs 6762 

Cr. 

9. The digital configurator has been implemented where customers can customize a motorcycle on 

an in-store tablet and place the order directly to the manufacturing plant with real-time updates 

via email at each stage. 

10. The solutions business which includes the sale of accessories and apparel & servicing and 

maintenance and warranty of bikes has risen over the years and now accounts for 11.9% of total 

revenues in FY20. 

11. The market share of VECV in the domestic 3.5-15 ton segment is at 29.5%. 
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12. In VECV, sales volumes declined 33% YoY in FY20 against an industry drop of 40%. 

13. The market share in the heavy-duty segment increased to 5.9%. 

14. Overall revenues for VECV were down 35% YoY in Q4 with a loss of Rs 26 Cr in the period. 

15. VECV market including exports increased to 14.6% in FY20 from 13.1% a year ago. 

16. The company also announced an incoming stock split of 10 times. 

 

Investor Conference Call Details: 

1. The management stated that almost 2/3rds of all vehicles sold in Q4 were BSVI compliant. 

2. The management has stated that around 90% of its dealerships are open post lockdown and 

bookings are back to pre-COVID levels. 

3. The company saw a few one-offs due to volatility in forex particularly in Latin America & Brazil in 

Q4. The total impact of one-offs in Q4 was Rs 50 Cr. 

4. The management has clarified that the voucher scheme is not based on discounting but on 

extended warranty and thus it is not damaging to sales. 

5. The company has also increased all prices by Rs 3000 due to BSVI. The management has stated 

that this price increase has not had any adverse impact on demand. 

6. The management has stated that the customer set consists majorly of upgrade buyers still. First-

time buyers consist of only 10% and replacement is almost 5%. 

7. The company will continue with studio store expansion as these stores cost the only 1/10th of 

normal store setup costs. Thus in current uncertain times, the company is looking to expand its 

network in a more prudent and cost-effective way. 

8. The company is planning to add at least 600 more studio stores in FY21. 

9. The capacity utilization right now is at 40%. 

10. The CAPEX for FY21 is expected to be lower than FY20 since most of the big projects are done and 

no new capacity is to be added for at least 2 years. Total Capex should be under Rs 500 Cr for FY21. 

11. The management has stated that at a blended level, there are still some costs that have not been 

passed on to customers and will be done so in the near future. 

12. The management has stated that the company will remain in the midsized and above CC market 

and will not look into commuter bikes. This is because the company has had a long-established 

brand image and are comfortable in their niche of making new markets for their new products like 

in the case of the Twins and Himalayan. 

 

Analyst’s View: 

Eicher Motors has been one of the highest-rated auto companies in India. This was mainly on the back 

of their successful turnaround of Royal Enfield and the emergence of the mid-sized (250cc-750cc) 

motorcycle market. The company saw impressive industry outperformance in both the RE and VECV 

businesses despite the general auto sector slowdown. This is evident from the fact that despite 

revenue and volumes declines, both of these divisions have gained market share in their respective 
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industry segments and declined less than their respective segments. The company has also done well 

to maintain robust export growth in the year with 96% YoY rise in export volumes. The company still 

faces the major challenges plaguing the industry like the likely disruption from BSVI transition and 

general economic uncertainty from COVID-19. It remains to be seen whether the company will be able 

to keep outperforming the industry and how its various initiatives like studio stores and Make Your 

Own platforms pan out in the future. Nonetheless, given its resilient performance in its various 

segments and the strong brand and industry position of the company, Eicher Motors remains a critical 

stock to watch out for every auto sector investor. 
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Mayur Uniquoters  

Financial Results & Highlights 

Brief Introduction: 

Mayur Uniquoters is the largest manufacturer of artificial leather/ PVC vinyl, using the 'Release Paper 

Transfer Coating Technology' in India. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 145.2 128.4 13.08% 129.1 12.47% 535.5 594.9 -9.98% 

PBT 35.7 27.2 31.25% 24.4 46.31% 105.9 130.1 -18.60% 

PAT 26.6 19.8 34.34% 18.2 46.15% 80.6 87.2 -7.57% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 137.2 132.6 3.47% 143.4 -4.32% 547.8 612.9 -10.62% 

PBT 32.8 28.7 14.29% 30.7 6.84% 103.6 132.1 -21.57% 

PAT 24.8 21.2 16.98% 23.3 6.44% 79.8 89.6 -10.94% 

 

Detailed Results: 

1. The company had a modest quarter with consolidated revenues and PBT growing 3.5% and 17% 

respectively YoY. 

2. FY20 performance was still dismal with consolidated revenues and profits falling 10.6% and 11% 

YoY respectively. 

3. Standalone revenues and profits were higher than consolidated profits indicating that other 

subsidiaries of the company were in the loss in Q4. 

4. The board has recommended a final dividend of Rs 1 per share for FY20. 

 

Investor Conference Call Highlights 

1. In the PU plant, most of the project construction activities are completed now with the 

commissioning of wet and dry lines of PU Plant. Small supply orders and dispatches also started 

from the plant on March ’20. 

2. The plants were shut down 100% in April and were only operational 15% in May in the auto 

segment. The company expects sales to normalize from August onwards. 

3. The management does not see any problems arising from China as the government continues to 

keep import duty and surcharge for leather products high which is beneficial for local players. 

4. The management expects stock levels to normalize from Q3 onwards for most of the footwear 

industry. 
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5. The management has stated that among the major Indian auto companies only Hero MotoCorp is 

not a customer yet and the company is in the process of on-boarding them currently. 

6. The overall volume decline in FY20 was 10%. 

7. The main driver for the company in Q4 was OEM export which is expected to maintain its 

momentum going forward. 

8. Auto sales have risen to 61% of sales in Q4FY20 vs 56% a year ago. Footwear has also risen 4% YoY 

in Q4. 

9. The volumes breakup was 55% auto, 30% footwear, and 15% others. 

10. The company expects good demand for PU footwear going forward due to the increase in import 

duty for PU footwear from China. The price difference is around 15-20%. 

11. The company has placed an order for an additional coating line which has gotten delayed by 6 

months due to COVID. 

12. Growth in Value of exports in Q4 was 19% YoY. In volumes terms, it was 12.5% YoY. OEM exports 

grew 58% YoY in Q4. 

13. In the domestic OEM, value growth was 6% YoY while volumes declined 2% YoY. This was due to 

more orders for value-added products which increased value. 

14. The management has stated that there is huge potential in OEM exports which yields the company 

around Rs 550 per meter vs Rs 230 per meter from domestic OEM. 

15. The company is in close talks with a Korean company to supply PU to the auto industry there. 

16. The company is also close to a deal with Ford Motors to supply PU. 

17. Most of the raw materials for the company are crude derivatives and the management does not 

expect any big rise in RM costs for the company going forward. 

18. The management has provided a contrast in the footwear industry in India and China, wherein in 

China 80% footwear is PU and 20% is PVC while in India 95% footwear is PVC and 5% is PU. The 

management has stated that this is mainly due to the huge demand for cheap footwear in India. 

  Analyst’s View: 

Mayur Uniquoters has been one of the biggest artificial leather makers in the world. But the company 

has been through a rough patch in the past few years with stagnant revenues and decline of the 

unorganized footwear segment which was a big revenue generator for the company. The company is 

making good inroads into the auto-export segment. The OEM export revenues has risen 58% YoY 

indicating good performance in this segment. This is also good for the company as the realization per 

meter from OEM exports is more than double the realization from domestic OEMs. The management 

remains confident of the product’s technical and quality edge. It remains to be seen how long the 

current slow auto environment continues and how long will it take for the management vision to 

materialize. Nonetheless, given its dominant market position both in the domestic and export 

segments and the management’s focus on not compromising on quality no matter what, Mayur 

Uniquoters remains a good small-cap stock to watch out for. 
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Minda Industries  

Financial Results & Highlights  

Brief Introduction: 

Minda Industries is a supplier of automotive solutions to original equipment manufacturers. The 

Company offers a range of products across various verticals of auto components, such as switching 

systems, acoustic systems and alloy wheels, among others. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 774 870 -11.03% 788 -1.78% 3238 3543 -8.61% 

PBT 8* 65 -87.69% 35** -77.14% 141*** 252 -44.05% 

PAT 5 48 -89.58% 26 -80.77% 107 188 -43.09% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1355 1500 -9.67% 1338 1.27% 5504 5935 -7.26% 

PBT 26^ 110 -76.36% 73** -64.38% 252^^ 455 -44.62% 

PAT 13 76 -82.89% 53 -75.47% 175 321 -45.48% 

*Includes an exceptional item of Rs (17.2) Cr 

**Includes exceptional item of Rs (5.2) Cr 

*** Includes exceptional item of Rs (22.4) Cr 

^ Includes exceptional item of Rs (8.9) Cr 

^^ Includes exceptional item of Rs (14.1) Cr 

Detailed Results: 

1. The company had a dismal quarter with a revenue drop of 10% YoY and consolidated profits drop 

by 83% YoY. 

2. The EBITDA margins fell to 9.11% in Q4FY20 vs 12.47% a year ago. 

3. The revenue shares of most segments fell except for others. 

4. Almost 82% of revenues were from domestic sources while 18% were from exports. In terms of 

channels, 87% of revenues were sourced from OEMs while 13% were from the replacement 

market. 

5. The revenue share of various segments in FY20 is as follows:  

1. Switches: 39% 

2. Lighting: 21% 

3. Acoustics: 12% 

4. LMT: 13% 

5. Others: 16% 

6. The DELVIS acquisition has been fully consolidated in Q4. 

7. The final NCLT hearing for a merger with Harita Seating Systems is scheduled for 23rd July 2020. 

8. Net debt to equity is at 0.41. 
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9. Cash & cash equivalents for the company stood at Rs 251 Cr on 31st March 2020. 

Investor Conference Call Highlights 

1. In May the company had started production at all manufacturing plants located in India and 

overseas with 50% staff and capacity utilization in the range of 40% to 50% based on customer 

demand. 

2. NCLT has pronounced the order to merge 4 wholly-owned subsidiaries in MIL. This is expected to 

strengthen the stand-alone balance sheet of MIL. 

3. In terms of segment mix, 4Wheelers have contributed around 48% of the overall revenue and the 

2Wheeler is at 52%. 

4. The drop in EBITDA margins has been due to the depreciation of rupee and Mexican peso and the 

fixed costs in the shutdown period. 

5. The company has started supplying 4Wheeler switches to Hyundai for meeting the requirements 

in Turkey and Indonesia for their upcoming platforms. 

6. Lighting business division has been awarded 2 new businesses from 2 large customers for LED 

taillights, which on an annual basis will be over Rs 100 Cr in annual revenue. 

7. LATAM has received orders from Ford for electronics horns in Mexico and Spain while India 

business has secured orders for electronics horns in India from Tata and Mahindra which is 

expected to start from September 2020. 

8. The other products division has received orders from MSIL for the wireless chargers which the 

company is already supplying to M&M. 

9. The Board has announced the raising of funds by a rights issue of INR 250 crores, wherein the 

promoters have confirmed they will be subscribing to the full extent and any unsubscribed 

portion. 

10. The production of 2 wheeler alloy wheel is expected to start from the first 2 weeks of August. 

11. The company has planned 20 lines for these alloy wheels and will be able to commission all of it 

in 8-10 months. The revenue capacity of these lines is around Rs 100 Cr in FY21. 

12. Cam and Crank BS-VI sensors will start immediately in July or August. Wheel speed sensor addition 

was done in January. 

13. Forex losses in Q4 were around Rs 15-16 Cr. 

14. The company is instituting staff salary cuts and deferring annual price reductions as part of its cost 

optimization strategy. 

15. Capex for FY21 is expected to be around Rs 250-300 Cr. 

16. The management expects the Harita transaction to be done by December at the latest. 

17. The company is looking at a significant opportunity from import substitution of 2 wheeler alloy 

wheels. Currently, around 60-65% of this is imported from China. 

18. The company has also won a big order from Kia for LPDC and will start production from next year. 

19. The management is optimistic that the company will be able to outpace industry growth by at 

least 1.5 times. 

20. Current capacity utilization at major product lines is around 50%. 

21. 3 of the company’s subsidiaries have been in losses in Q4 which include Minda Onkyo and Kosei 

Minda and Minda TG. 

22. The company is looking to invest Rs 34 Cr in Minda TG as it will be acquiring another business, 

which is the TG South India business. After the acquisition, the entity should become a Rs. 800-

1000 Cr entity. 
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23. The management hopes to maintain upward momentum in absolute kit value per car per segment 

going forward. 

24. The company has also gotten an order for some controllers from Royal Enfield. 

25. The company has won 2wheeler switch order from Piaggio USA. In Minda Rika, it has won orders 

from Hyundai in Turkey and Indonesia. 

26. 2 wheeler switches are currently accounting for revenues of Rs 25 Cr. 

27. The total potential in the sensor business is expected to be above Rs 600 Cr in the next 3-4 years. 

Currently, this division earned Rs 133 Cr in FY20. 

28. The revenue potential of telematics business is expected to be around Rs 75 Cr in FY21. 

29. The company has a net debt of around Rs 853 Cr as of March 2020. 

30. Harita’s likelihood of dilution is around 2%, assuming a 50% conversion in equity. 

31. The losses from 2 months of the shutdown are estimated to be around Rs 80-85 Cr per month on 

account of manpower expenses, lease rentals, and certain other expenses. 

32. Around 30-35% of 4 wheeler alloy wheels are imported. This also represents an opportunity for 

import substitution for the company. 

33. At full capacity, the enhanced 2 wheeler lines should earn revenues of up to Rs 300 Cr in FY21. 

34. The company is a market leader in switches with a market share of 60-65%. 

35. Excluding Harita, Capex should be around Rs 250 Cr at max for FY21. 

36. The jump in kit value in FY20 is mainly from onboard chargers and DC converters in cars and LED 

taillamp and headlamps in 2 wheelers. 

37. In the lighting division, the company has secured orders from 2 leading Japanese OEMs and from 

EV units of TVS and Chetak platform of Bajaj. 

38. The management is hopeful of improving margins once things normalize for the industry. 

39. The purpose of the DELVIS acquisition was to gain more market share in India. 

 

Analyst Views: 

Minda Industries has been one of the top auto ancillaries providers in the country. They have steadily 

expanded their product offerings such that their kit value is increasing year on year with the addition 

of newer products in the mix. Their foray into alloy wheels has rewarded them well and is expected 

to deliver good growth for the company in the future particularly considering the import substitution 

opportunity. The company has also managed to gain more market share through its acquisition of 

DELVIS which speaks for the market strength of the company. It remains to be seen how long this auto 

sector slowdown shall continue or whether recovery will be as fast as the management expects. 

Nonetheless, given the new orders that the company has bagged, their improving product portfolio 

and massive import substitution opportunity, Minda remains a compelling auto ancillary stock to 

watch out for. 
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BANKS 
Bandhan Bank  

Financial Results & Highlights 

Brief Company Introduction 

Bandhan started in 2001 as a not-for-profit enterprise that stood for financial inclusion and women 

empowerment through sustainable livelihood creation. It turned into an NBFC a few years later but 

the core objective remained financial inclusion. When Bandhan Bank started operations on August 23, 

2015, it was the first instance of a microfinance entity transforming into a universal bank in India. On 

the day of launch itself, Bandhan Bank started with 2,523 banking outlets. It offers world-class banking 

products and services to urban, semi urban and rural customers alike. In the last few years of 

operations, Bandhan Bank has spread its presence to 34 of the 36 states and union territories in India 

with 4,559 banking outlets serving 2.01 crore customers, as on March 31, 2020.  

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 3346.47 2220.32 50.72% 3075 8.83% 12435 7706.4 61.36% 

PBT 1521 1153.2 31.89% 1263.87 20.34% 5446.56 3748 45.32% 

PAT 517.28 650.87 -20.52% 731.03 -29.24% 3023.73 1951.5 54.94% 

 

Detailed Results: 

1. Deposit portfolio grew 32.04% YoY and 3.96% QoQ. 

2. Loan portfolio (on book + off book) grew 60.46% YoY. 

3. CASA grew 19.36% YoY. 

4. CASA ratio at 36.84% (excluding GRUH deposits 37.70%) against 34.31% QoQ. 

5. Added 11.0 lakh customers during the quarter with a total customer base at 2.01 crore as on 

March 31, 2020. 

6. Capital Adequacy Ratio (CRAR) at 27.43%; Tier I at 25.19% and CET 1 at 25.19%. 

7. COVID 19 related provision amounting to Rs. 690 crore. With this provision and additional 

Standard Assets provision that Bank is carrying in Micro banking portfolio total additional 

provision in books stands at Rs. 1000 crore. 

8. Net Interest Income (NII) for the quarter grew by 33.57% to ₹1,680 crore as against ₹1,258 crores 

in the corresponding quarter of the previous year. 

9. Non-interest income grew by 28.87% to ₹500 crores for the quarter ended March 31, 2020 against 

₹388 crores in the corresponding quarter of the previous year. 

10. Operating Profit for the quarter increased by 31.83% to ₹1,521 crores against ₹1,154 crores in the 

corresponding quarter of the previous year. 

11. Net Profit for the quarter shrinks by 20.58% to ₹517 crores against ₹651 crores in the 

corresponding quarter of the previous year. In Q4 FY 20, The Bank has taken additional provision 

on standard assets on account of COVID 19 amounting to Rs 690 crore. 
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12. Net Interest Margin (annualized) for the quarter ending March 31, 2020 stood at 8.13% (merged) 

against 7.91% on December 31, 2019. 

13. Total Advances (on book + off book) grew by 60.46% to ₹71,846 crores as on March 31, 2020 

against ₹44,776 crores as on March 31, 2019, and 9.76% QoQ against ₹65456 crores as on 

December 31, 2019. 

14. Total Deposits increased by 32.04% to ₹57,802 crores as on March 31, 2020 as compared to 

₹43,232 crores as on March 31, 2019, and 3.96% QoQ against ₹54,908 crores as on December 31, 

2019. 

15. Gross NPAs as on March 31, 2020, is at ₹993 crores (1.48%) against ₹820 crores (2.04%) as on 

March 31, 2019 (standalone). 

16. Net NPAs as on March 31, 2020 is at ₹389 crore (0.58%) against ₹228 crore (0.58%) as on March 

31, 2019 (standalone). 

17. Deposits from regions outside its core geographies have witnessed steady growth. 

18. Moratorium Update on Micro Finance Business: 95% of DSCs have been opened and are 

connected with borrowers to get the ground-level feedback. 79% of borrowers have an average 

deposit balance of ~ ₹3,070, which is equivalent to 4+ weekly instalments. As per borrower 

feedback, the collection should normalize in about 4-6 weeks after lockdown is lifted. 

19. Moratorium Update on Mortgage Business: While the moratorium was offered to 100% of the 

customers, 87% of customers in value have paid instalment in April. The balance 13% (largely self-

employed) opted to conserve cash. 

20. Moratorium Update on SME Finance Business: Although the moratorium was offered to all 

customers, ~65% (in value) have paid instalment in Apr’20. Customers opted to conserve cash. On 

account of travel restriction, many customers could not pay an instalment in Apr’20. 

21. Moratorium Update on NBFC Business: NBFC-MFI in general wants to conserve cash as they have 

in turn given moratorium to customers. 20% + Average Capital Adequacy reported by NBFC–MFI 

in which Bank has exposure. NBFC-MFI seeking moratorium has placed deposits exceeding their 

Q1 FY 21 instalments with the Bank. 

 

Investor Conference Call Details: 

 

1. Management admits that the environment is very uncertain at the moment because of COVID and 

related lockdown policies. Even when the lockdown is completely lifted, it will take at least 4 to 6 

weeks for the retail segment to come back to normalcy. 

2. Management says that about 50% of their customers are in agriculture and allied activities. Their 

outlook remains strong even in this environment. 

3. The food processing industry, forms about 20% of the book. 70% of the customer have been part 

of the essential goods business. Their profile is also very string compared to other industries. 

4. Management has calculated the Covid provision based on two factors: 

i. Credit performance and profile of customers across industries 

ii. Prior experience of the bank while dealing with severe events like this 

5. Management says that history suggests when the issue is the inability of the Management admits 

that the environment is very uncertain at the moment because of COVID and related lockdown 

policies. Even when the lockdown is completely lifted, it will take at least 4 to 6 weeks for the retail 

segment to come back to normalcy. 

6. Management says that about 50% of their customers are in agriculture and allied activities. Their 

outlook remains strong even in this environment. 
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7. The food processing industry forms about 20% of the book. 70% of the customer has been part of 

the essential goods business. Their profile is also very strong compared to other industries. 

8. Management has calculated the COVID provision based on two factors:  

9. Credit performance and profile of customers across industries 

10. Prior experience of the bank while dealing with severe events like this 

11. Management says that history suggests when the issue is the inability of the borrower to pay as 

the business gets impacted (like Fani cyclone in Orissa, GST & Demonetization), incremental losses 

have been in the range of 0.5% to 1%. 

12. However, when the issue is willingness or credit issues (like UP loan waiver & Assam crisis when 

borrowers were instigated not to pay), incremental losses have been in the range of 3% to 4%. 

13. Management believes that the current situation being a medical pandemic, falls under the case 

of the inability of the borrowers to pay, hence the loss would be limited. 

14. Management believes that it has taken a conservative stance on the current outlook and the total 

provision of INR 1000 Cr is appropriate for the current scenario. 

15. Other transportation in the microfinance sector basically pertains to auto-rickshaw and taxi. 

16. 43% of the company’s business is in the green zone. 30-33% is in the orange zone and 24% in the 

red zone. 

17. The company’s CD ratio or the loan-to-deposit ratio has gone up largely because of the merger. 

Post-merger, the entire liabilities were small deposits. And particularly this quarter it has moved 

up to 130% because of the excess liquidity that the company is maintaining. They have also taken 

refinance and increased liquidity. 

18. If the bank does not have to carry excess liquidity, the loan to deposit ratio will have to be in the 

range of 105% to 113%. 

19. Management states that the majority of their business is present in the eastern and north-eastern 

belt of India where the impact of COVID is muted compared to the rest of the part of the country. 

Hence, they believe the normal activity should come back in due course of time. 

20. Customers who are unique to Bandhan Bank form 50% of the total customers. Bandhan plus 1 

more loan from other banks put together for 80% of total customers. Bandhan plus 2 loans take 

it 94%. 

21. Management has built tech-enabled solutions to fasten the collection mechanism at this juncture. 

22. 79% of the borrowers have cash in their savings bank account with the Bank. So, the bank had the 

option of taking payment from the borrowers through their savings account balance. However, 

they are loyal customers to the bank, so the management feels that it is prudent to take a long 

term view and help the customers to restart their operations soon after the lockdown ends. 

23. Management expects the microfinance business to be the first one to come back strongly. 

24. 96% of their offices are open. They are connecting with all the customers and the group to 

understand which model will suit them and what are they comfortable with. 

25. The deposit balances of the micro-banking customers, despite close to 7 weeks of lockdown have 

remained strong and stable. They have not seen depletion on the deposit balances of these 

customers. 
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Analyst’s View: 

Bandhan Bank has aggressively grown its business over the last few years. IN Q4FY20, it maintained 

its growth in loans and added customers at a decent pace. However, COVID -19 impact can negatively 

impact their operations. Management is confident that the business would come back to normalcy in 

due course. They have halted collections for the moment as they want to give time to their customers 

to restart their business and pay the loans comfortably. Market is worried that their over 

concentration in the geography of eastern and north eastern part of the country can prove to be a 

problem going ahead. Other concern is that the bank has been slow in diversifying into newer 

businesses, thereby remains dependent primarily on the Micro-finance business. A lot of uncertainties 

due to external events and internal structure of the business is putting the pressure on the stock price. 

It remains to be seen how the story plays out in the medium term. But, Bandhan Bank remains an 

interesting company to keep a track on the microfinance business in India. 
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HDFC Bank  

Financial Results & Highlights 

Brief Company Introduction 

HDFC Bank Ltd. is an Indian banking and financial services company headquartered in Mumbai, 

Maharashtra. It has a base of 1,04,154 permanent employees as of 30 June 2019. HDFC Bank is India’s 

largest private sector lender by assets. It is the largest bank in India by market capitalisation as of 

March 2020. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 35918 31204 15.11% 36039 -0.34% 138073 116598 18.42% 

PBT 9174 8954 2.46% 9902 -7.35% 36607 32200 13.69% 

PAT 6928 5885 17.72% 7416 -6.58% 26257 21078 24.57% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 38287 33260 15.11% 38326 -0.10% 147068 124108 18.50% 

PBT 9682 9583 1.03% 10249 -5.53% 38195 34318 11.30% 

PAT 7297 6311 15.62% 7660 -4.74% 27296 22446 21.61% 

 

Detailed Results: 

1. The net standalone revenues rose 18.2% YoY in Q4. 

2. Pre-provision operating profit rose 19.5% YoY. 

3. The net interest margin was 4.3%. 

4. Other income formed 28.4% of net revenues. 

5. The breakup of other income is:  

6. Fees & Commissions: Rs 4201 Cr vs 3665 Cr last year. 

7. FX & Derivatives: Rs 501 Cr vs 403 Cr last year. 

8. Gain on sale/revaluation: Rs 565 Cr vs Rs 229 Cr last year. 

9. Miscellaneous Income: Rs 766 Cr vs Rs 574 Cr last year. 

10. The impact of COVID-19 on other income is Rs 450 Cr. 

11. Operating expenses rose 16.3% YoY. 

12. PAT rose 18% YoY. 

13. Total Balance Sheet size rose 23% YoY. Total Deposits rose 24.3% YoY while CASA deposits 

rose 23.9% YoY. 

14. Total advances rose 21.3% YoY with domestic advances rose 21.4% YoY. Retail advances grew 

14.8% YoY while wholesale advances grew 28.2% YoY. 

15. The bank maintained a CAR of 18.5%. 

16. GNPAs was at 1.26% (1.1% excluding agricultural NPAs) on 31st March 2020. 
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17. The bank maintained floating provisions of Rs 1451 Cr and contingent provisions of Rs 2996 

Cr. Total provisions were at 142% of GNPAs. 

18. In HDB, consolidated net profit rose 15.5% YoY while advances grew 20.1% YoY. 

 

Investor Conference Call Details: 

1. The bank has taken all adequate measures to ensure the safety of employees and customers 

across all of the bank’s locations. 

2. The management is confident that the bank is well-positioned to expand its market share. 

3. The management has also mentioned that the rate of rejection has risen as a consequence of 

stricter requirements and the loan approval process. 

4. The company added 315 branches in FY20 with 71 added in Q4. Around 250 branches are in 

various stages of readiness to open in a short time. 

5. The cost-to-income has remained stable at 39%. 

6. The total credit cost in Q4 was at 151 bps with COVID-19 impact of 62 bps. 

7. The bank got a reaffirmed standalone credit rating of BBB+ from S&P and is the only bank in the 

country with this rating which is even above the BBB- for India. 

8. Retail lending is expected to stay subdued for the next few quarters. 

9. The main growth for the bank came from lending to liquidity rich companies (MNCs & PSUs) and 

epidemic resistant sectors like power. 

10. 6% of all funds disbursed to corporates in Q was used for working capital requirements. 

11. The management ensures that the bank did not relax its high-risk assessment criteria during its 

growth at all. 

12. The bank gained over 1500 SME clients in Q4. 

13. About 85% of disbursement in Q4 had collateral in excess of 100% and 65% of the total book was 

allocated to priority sector lending areas. 

14. The management believes that the bank should stay stable due to flight to safety in times of 

economic distress and more high-quality borrowers would approach the bank for stable funding. 

15. The management stresses that the retail unsecured lending for the bank has been robust with 

lower than industry average delinquency. This is mainly due to the extensive risk assessment done 

by the bank and the extensive internal credit rating done by the bank. 

16. The SME loan book is 77% collateralized using real estate properties owned by the promoters of 

the borrowing SMEs. 

17. The bank conducted stress tests of 3 scenarios namely- normal, strong, and extreme stress. In the 

strong stress case, the bank found that 9% of the portfolio will be impacted and may not be able 

to fulfill payment obligations. This case is without taking into account any concessions provided 

by the bank as mandated by regulatory bodies like the RBI moratorium. 

18. The bank has not received many applications for the loan moratorium and the management 

stresses that it is still too early to assume anything in this area. 

19. The management has stated that they arrived at the current level of contingent provisions by 

assuming collection efficiency to be 0 in April, less than normal in May, and near normal in June. 

20. In retail accounts, around 95-98% of moratorium applicants were not in the default state, and 

according to the bank survey, the customers had mostly applied to it out of caution. The bank has 

not specified any cut-off date for the moratorium application. 

21. The management has stated that because of the rising financial stress in the past year in the 

economy, the bank has been continually refining all of its credit policies and filtering mechanisms 
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for all kinds of products and thus the bank stands in a much better position to deal with the current 

financial uncertainty as compared to a year ago. 

22. The management has clarified that according to the strong stress test case, the rise in NPAs would 

not be 9% rather it would be 0.5% incrementally only. 

23. The AUM growth in HDB was modest at 6%. 

24. The cost of deposits has come down 15-20 bps in Q4. 

25. Over 80%% of the unsecured book is loaned out to salaried professionals where around 80% work 

at MNCs and big AAA-rated corporates. 

26. The company is also focussing on digitizing as many processes as it can and due to the COVID-19 

scenario, the company’s plans to do so have been on overdrive. 

27. The management expects the cost-to-income to decline going forward. It also expects the impact 

of COVID-19 on revenues should be there for the next 2 quarters. 

28. The management has not seen any significant change in farm NPA levels in Q4. 

29. HDB provided an opt-out facility for the moratorium as opposed to the opt-in facility that the 

HDFC bank had done. 

30. The management believes that as long as the mix of wholesale to retail is maintained at near about 

50-50, the ALM should be maintained at current levels. 

31. The bank has an MFI exposure of Rs 8500 Cr. It has already done a 25 bps cut in savings rate on 

15th April and thus is not expected to do another cut anytime soon. 

32. The investment book rose from Rs 3.1 trillion to Rs 4 trillion. This was mainly due to the big 

increase in new deposits and the not so high increase in lending which resulted in excess cash 

which was invested according to the management. 

33. The management is still assessing potential partners for participation in LTRO 2.0. 

Analyst Views: 

HDFC Bank is the biggest bank in the country by market capitalization. It has deservedly earned its 

stellar reputation over the years. The bank has performed very well in the last quarter of FY20 with 

more than 21% growth in Balance Sheet and advances. It is a testament to the bank’s brand image 

that deposit growth has outpaced advances growth considering the size and reach of the bank. 

The management has assured that the bank has adapted to the new normal due to the COVID-19 

disruption and that its balance sheet and customer set are resilient enough to weather the uncertainty 

ahead. It remains to be seen how the whole COVID-19 scenario pans out and how it changes the world 

and especially the banking industry going forward. Nonetheless, given the bank’s resilient customer 

set, strong liquidity profile, and enduring brand image, HDFC Bank remains an indispensable banking 

stock for every investor, more so because of the recent correction in valuation. 
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Kotak Mahindra Bank  

Financial Results & Highlights 

Brief Company Introduction 

Kotak Mahindra Bank is an Indian private sector bank headquartered in Mumbai, Maharashtra, India. 

It offers banking products and financial services for corporate and retail customers in the areas of 

personal finance, investment banking, life insurance, and wealth management. As of April 2019, it is 

the second largest Indian private sector bank by market capitalization. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 8294.07 7672.56 8.10% 8077.03 2.69% 32301.72 28547.24 13.15% 

PBT 1677.81 2111 -20.52% 1944.07 -13.70% 7804.67 7385.79 5.67% 

PAT 1266.6* 1407.8 -10.03% 1595.9 -20.63% 5947.18 4865.33 22.24% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 12084.71 13823.33 -12.58% 13542.43 -10.76% 50299.69 45903.36 9.58% 

PBT 2674.46 2990.59 -10.57% 2889.47 -7.44% 11421.8 10575.72 8.00% 

PAT 1951.82** 2038.22 -4.24% 2329.33 -16.21% 8607.08 7119.7 20.89% 

*Contains Provision of Rs 1047 Cr. **Contains provision of Rs 1262 Cr. 

Detailed Results: 

1. The net standalone revenues rose 8% YoY in Q4. 

2. Consolidated profit fell 12.5% YoY in Q4. 

3. On the other hand, FY20 saw revenue growth of 13% YoY and 22% YoY in standalone terms. 

Consolidated revenues and profits grew 9.6% YoY and 21 % YoY respectively. 

4. The consolidated net interest margin was 4.59% vs 4.24% a year ago. 

5. Total advances grew 2.6% YoY while AUM was flat YoY. 

6. The company maintained a consolidated CAR of 19.8% vs 17.9% a year ago. 

7. Book value per share was at Rs 348.3 per share. 

8. Total assets grew 12% YoY. 

9. The company has an overall cash surplus of Rs 67,314 Cr out of which Rs 49,015 Cr are in Kotak 

Mahindra Bank. 

10. At a standalone level, GNPAs was at 2.25% while net NPAs were at 0.71% on 31st March 2020. 

11. Advances for standalone entity grew 6.8% YoY. 

12. The CASA ratio was at 56.2% vs 52.5% a year ago. 

13. The savings deposit base grew 31% YoY to over Rs 1 lakh crore. The average SA size also grew 

21% YoY to Rs 85,656. 

14. The current account base also grew 10.5% YoY to Rs 43,013 Cr. The average CA size also grew 

17% YoY to Rs 33,699. 

15. Costs of SA was at 5.23% vs 5.66% a year ago. 
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16. Total deposits including CDs grew 16% YoY to Rs 2,62,821 Cr. 

17. ~44 lakh 811 accounts opened in FY20. 

18. The bank maintained PCR of 69% in FY20. 

19. The bank has made COVID provisioning of Rs 650 Cr. It is at 10% at account level. 

20. In Kotak Mahindra Life Insurance, VNB margin was at 28.8%. The individual new business mix 

was as follows:  

1. Participating products: 5% 

2. Non-participating products: 39% 

3. ULIP: 5% 

21. Claims settlement ratio was at 99.2%. The mix of new business channel was 44% for 

bancassurance and 56% for agency & others. 

22. Gross written premium rose 26.6% YoY while gross individual premium grew 20.8% YoY. 

23. Group premium grew 43.3% YoY. Policyholders’ AUM grew 14.6% YoY. 

24. Solvency ratio was at 2.9 times. 

25. In Kotak Mahindra AMC, overall average AUM grew 25% YoY to Rs 1,73,394 Cr. Equity AUM 

grew 31% YoY and now constitutes 41.6% of total AUM. 

26. Market share of the subsidiary grew to 6.9% (from 6.1%) and 6.1% (from 5.2%) in overall and 

equity terms respectively. 

27. Kotak securities has a modest year with market share maintained at 9.1%. 

 

Investor Conference Call Details: 

1. The management has stated that the company is looking at lending based on 3 aspects which are 

sector, whether the company has high fixed costs and whether the company has high leverage. 

2. The company added an average of 14,000 new customer accounts per day through its digital 

acquisition channel since the start of FY21. 

3. The management sees a good opportunity to grow the non-credit risk business areas for the bank 

including advisory, securities, wealth management and asset management. 

4. The other income for the bank grew 17% YoY to Rs 1489 Cr in standalone terms. 

5. Around 26% of borrowers went for the Moratorium in April. 

6. The bank has made significant efforts in online customer acquisition. It has extended 811 accounts 

into all channels including corporate salary, branches and others. The bank is also the first in India 

with Google Assistant integration where bank customers can ask for balances via Google Assistant. 

7. The breakdown of the bank’s lending divisions is as follows:  

1. Corporate & Business banking: Rs 84,855 Cr 

2. Commercial Vehicles/Construction Vehicles: Rs 19,253 Cr 

3. Agriculture: Rs 21,188 Cr 

4. Tractor Finance: Rs 7,569 Cr 

5. Home Loans: Rs 46,881 Cr 
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6. Secured Working Capital: Rs 19,839 Cr 

7. PL, BL & Consumer Durables: Rs 9,754 Cr 

8. Credit Cards: Rs 4,701 Cr 

9. Others: Rs 5,708 Cr 

8. In Corporate & Business Banking division, SME lending is around Rs 21,000 Cr. In the commercial 

vehicle/construction vehicles division, SME lending is at Rs 19,000 Cr. In the secured working 

capital division, almost all of the loans are in SMEs. 

9. The management has stated that the bank shall remain cautious in lending without sovereign 

guarantee and it will step up on lending if sovereign guarantee is applied. 

10. Savings growth in April and May so far has been positive YoY for the bank. 

11. Despite dropping the savings rate twice in the recent past, the current rates are still greater than 

industry average which shows that there is good room for reduction in cost of savings accounts 

for the bank according to the management. 

12. The bank shall remain aggressive in assessing lending targets and will be assessing them mainly 

on future potential rather than past track record since COVID-19 may have caused many 

irreversible changes in particular sectors. 

13. The factors affecting VNB margin were the drop in interest rates, increase in expenses, change in 

channel mix and change in product mix. 

14. The total exposure to real estate for the bank on standalone terms is around Rs 6,000 Cr while 

total exposure on consolidated terms is Rs 10,000 Cr. 

15. The management has stated that the company is not targeting any particular spread or band of 

margin and is basically looking to operate at the optimal balance of risk to return. 

16. The management has stated that the entire senior management of the company has opted for a 

voluntary 15% cut in salaries for the coming year. 

17. The management expects the demand for office space to go down especially for the bank due to 

the coming into prevalence of working from home. 

18. The management also believes that there will a significant increase in digital journeys for all 

processes and functions in the future. Thus spending on digital and technology is going to go up. 

19. The management also expects business models to become more adaptive flexible to be able to 

respond better to unforeseen changes in the world as in the case of COVID-19. 

20. The management admits that the unsecured channel is the area with most worry right now. 

21. The management has observed that the barriers to entry into banking and financial services have 

essentially reduced in the past decade and more and more SFBs and more NBFCs have come up 

which has resulted in various execution issues and lots of differences in underwriting standards. 

Although the entry has been eased for players in the industry, exit still remains unclear. Thus the 

only visible exits are either a bank ceases to exist or gets acquired or consolidated with another 

player in the future. 
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22. The management admits that the average balance for 811 accounts is very small. The major draw 

for the bank here is to migrate the 811 account to full KYC account and convert the person to a 

regular customer. 

23. The management has stated that the bank will continue to take term deposits but will focus on 

smaller tickets. The preferred strategy is to have TDs of up to Rs 1 Cr only here. 

24. The management expects the entire unsecured segment including credit cards and unsecured 

loans to be in pain going forward. In secured loans, the management expects CV/CE segment to 

be in the most pain going forward. 

25. In the home loan segment, the bank had been very aggressive in the past year and was focusing 

primarily on existing bank customers through the bank branches. The focus was particularly 

around large cities like Mumbai, Delhi, Bangalore, Ahmedabad, Pune, etc. 

26. The management credit costs to be higher than at present going forward. 

27. The management believe that going forward as risk becomes more concentrated due to industry 

consolidation, banking industry will have to get more responsible in terms of lending covenants 

and fiduciary responsibility of ratings agencies will be required to higher than before. 

28. The management has stated that the bank will look at various productivity measures to assess cist 

saving avenues while continuing to invest in recovery infrastructure for retail since retail figures 

tend to shoot up in step fashion on recovery. 

Analyst’s View: 

Kotak Mahindra Bank is the second-biggest private bank in the country by market capitalization. It has 

deservedly earned its stellar reputation over the years. The bank has performed very well in FY20 with 

more than 31% growth in deposits despite instituting two savings rate cuts in the year. The company 

has also managed to achieve savings deposit growth in April and May despite instituting the latest 

savings rate cut in April itself. It is a testament to the vision of the management that even in such 

trying times of COVID-19, the aim of the bank is to better its underwriting processes looking at future 

potential, institute cost savings and focus on digital and technology to stay agile and take advantage 

of upcoming opportunities in the banking space. It remains to be seen how the COVID-19 situation 

will unravel and what final impact it will have on the company’s performance and the performance of 

the vulnerable but essential MSME sector. Nonetheless, given the bank’s track record and the 

capability and vision of the management over the years, Kotak Mahindra Bank remains a pivotal 

banking stock for every Indian investor. 
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CEMENT 
Heidelberg Cement   

Financial Results & Highlights 

Introduction 

HeidelbergCement India Limited is is a subsidiary of HeidelbergCement Group, Germany. The 

Company has its operations in Central India at Damoh (Madhya Pradesh), Jhansi (Uttar Pradesh) and 

in Southern India at Ammasandra (Karnataka). 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 526.8 554.9 -5.06% 559.9 -5.91% 2222.4 2168.2 2.50% 

PBT 100.6 94.9 6.01% 85.7 17.39% 398 341.6 16.51% 

PAT 66.3 60.9 8.87% 64.6 2.63% 268 220.7 21.43% 

 

Detailed Results: 

1. The company had a modest quarter with a 5% YoY drop in revenues and a 9% YoY rise in profits. 

2. FY20 for the company was good with 2.5% revenue growth YoY and 21.4% profit growth YoY. 

3. The company also saw a volume decline of 10% YoY in Q4. Overall volumes for FY20 fell 3.9% YoY. 

4. EBITDA margin for Q4 rose 164 bps YoY to 25% in Q4. FY20 margins rose 155 bps YoY to 24.5%. 

5. Capacity utilization remains above 90%. Clinker capacity utilization is at 85%. 

6. EBITDA per ton also improved 13.2% YoY in Q4 to Rs 1168 and 13.6% YoY in FY20 to Rs 1122. 

7. Industry utilization is expected to be 66%. Utilization for the company was at 87% for FY20. 

8. The company reduced its dependence on grid power to 66% in FY20. 

9. Mycem power volumes were up 38% YoY in FY20. 

10. Central India plants of Imlai and Jhansi running at >95% utilization. 

11. Fitch reaffirmed the company rating at AA+. 

12. The company completed the debottlenecking projects in Imlai and Jhansi The company now has a 

final capacity after expansion to be 6.26 million tons per year. 

13. The company announced a final dividend of Rs 6 per share for FY20 bringing the total dividend 

given out for the year ta Rs 7.5 per share. 

14. Insights from the company for FY21 going forward:  

1. Demand reduction in urban areas due to labour exodus and rural demand showing 

improvement. 

2. Working capital -Liquidity crunch in the channel network. 

3. Reduced availability of truck drivers impacting inward and outward logistics. 

4. Lower energy prices may sustain in the short term. 

5. Input raw materials may have to be sourced from longer leads. 

6. Reduced availability of manpower at railway yards may impact the turnaround of rolling 

stock. 

7. Optimization of operational and capital expenditures. 
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Investor Conference Call Highlights:  

1. In clinker, the company is at the utilization of 80-83% in FY20. 

2. Blended cement volumes were at 13% of total volumes. 

3. The company had 86% of volumes sold through trade signifying the company’s focus on staying 

retail-driven. 

4. As mentioned above, the management expects liquidity crunch to take place in the channel. 

Reduced availability of trucks and drivers and labour shortage are to be expected going forward. 

5. Urban demand has suffered but rural demand is coming up gradually for the company and the 

industry. 

6. Pricing for the company’s products is expected to stay firm going forward as the management 

believes that the company will not suffer in case of a price war due to its resilient brand image. 

7. As of now, the company does not have any plans for any new expansions. 

8. The management believes that the company’s EBITDA gains over the past few years is sustainable 

mainly on the back of the company’s brand image which enables it to command significant pricing 

power. 

9. The management is confident that the company can run at full capacity despite all the operating 

constraints forced on by COVID-19. 

10. The management expects Capex for the year to be around Rs 50 Cr which will be mainly 

replacement on account of depreciation. 

11. The production at the Gujarat plant is expected to be around 3 million tons. 

12. The management has stated that fixed costs for Q4 were indeed up YoY but they had declined 

QoQ. The YoY increase is mainly due to an increase in promotional activities and additional CSR 

done in Q4. 

13. The company is looking to institute debottlenecking in the clinker plant for clinker capacity 

enhancement in FY21. 

14. The company does expect a reduction of demand from small private projects but the demand 

from big projects like irrigation etc is expected to endure. All in all, given the Indian government’s 

push for infrastructure, the mobilization is expected to take at least 7-8 months post 

announcement. 

15. Most of the issued NCD is expected to be repaid by FY22 and the government portion of the debt 

is to be repaid from FY23 onwards. 

16. There are some ongoing issues with the bag suppliers as making these bags requires a lot of 

manual labour and most of the labour has migrated. But the management is optimistic that the 

situation should normalize in the next 15-20 days. 
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17. The company is waiting on clarification on the change made in the GST incentive made by the MP 

government. 

18. The volume loss from 10 days of no production in March is around 1.25-1.5 lac tons. 

19. In terms of the situation of labour migration, the management expects the situation to improve 

from Diwali onwards. 

20. The increase in gross realization in Q4 was 5.8% YoY. 

21. The company is still carrying some MAT credit and it will switch on to the new tax regime once 

this credit runs out in FY21. 

Analyst’s View: 

Heidelberg Cement is one of the leading cement makers in South and Central India. The company has 

had a good year so far with good improvement in realization and margins even while it saw a slight 

fall in volumes for FY20. The company managed to do this mainly on the back of its established brand 

image in the retail market. Even though the industry has been deemed essential by the government, 

the cement industry is expected to continue to face issues like liquidity crunch, increase in the 

procurement cycle, labour shortage and the company is no exception to it. It remains to be seen how 

the company will be able to rise above the issues plaguing the industry and differentiate itself from 

the rest of the pack. Nonetheless, given the strong brand image of the company, the efficient 

utilization of its plants, and the pricing power it has, Heidelberg Cement India can prove to be a pivotal 

cement sector stock going forward. 
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Ultratech Cement  

Financial Results & Highlights 

Brief Company Introduction 

UltraTech Cement Ltd. is the largest manufacturer of grey cement, Ready Mix Concrete (RMC) and 

white cement in India. It is also one of the crown jewels of the Aditya Birla Group, one of India’s leading 

Fortune 500 companies. 

The company has a consolidated capacity of 117.35 Million (including Bara) Tonnes Per Annum (MTPA) 

of grey cement. UltraTech Cement has 23 integrated plants, 1 clinkerisation plant, 27 grinding units 

and 7 bulk terminals, post the Century merger. Its operations span across India, UAE, Bahrain, 

Bangladesh and Sri Lanka. UltraTech Cement is also India's largest exporter of cement reaching out to 

meet the demand in countries around the Indian Ocean and the Middle East.  

In the white cement segment, UltraTech goes to market under the brand name of Birla White. It has 

a white cement plant with a capacity of 0.56 MTPA and 2 WallCare putty plants with a combined 

capacity of 0.8 MTPA. With 100+ Ready Mix Concrete (RMC) plants in 35 cities, UltraTech is the largest 

manufacturer of concrete in India. It also has a slew of speciality concretes that meet specific needs 

of discerning customers. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 10584 12128 -12.73% 10146 4.32% 41376 40495 2.18% 

PBT 1445* 1532 -5.68% 934 54.71% 5220** 3492 49.48% 

PAT 2906 1057 174.93% 643 351.94% 5455 2412 126.16% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 10944 12501 -12.46% 10522 4.01% 42773 42072 1.67% 

PBT 1462^ 1526 -4.19% 997 46.64% 5242^^ 3468 51.15% 

PAT 3239 1066 203.85% 711 355.56% 5810 2400 142.08% 

*Contains deferred tax credit of Rs 1708 Cr 

**Contains deferred tax credit of Rs 1154 Cr 

^Contains deferred tax credit of Rs 2024 Cr 

^^Contains deferred tax credit of Rs 1488 Cr 

Detailed Results: 

1. The company had a dismal quarter with consolidated revenues declining 12% YoY and PBT 

declining 4% YoY. 
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2. Capacity utilization in Century Cement was close to 80% despite disruption from COVID-19. The 

pet coke usage at the plant was at 69% and the company reduced power costs in this plant by 8% 

QoQ. The company also booked one-time integration costs of Rs 40 Cr in Q4. 

3. The company saw an increase in realization from Century of Rs 160/ton. The brand transition is 

completed for 65% production and the company expects 84% production to be transitioned to 

Ultratech brand by Q3FY21. 

4. In Ultratech Nathdwara, the average EBITDA generated in Fy20 was greater than Rs 1250/ton. The 

company also achieved a 14% cost reduction in FY20 and generated a cash profit of greater than 

Rs 300 Cr in FY20 from this facility. 

5. The company has incremental free reserves of Rs 2112 Cr in consolidated terms. 

6. Overall average EBITDA has been at its highest at Rs 1154/ton and normalized PAT growth without 

the tax credit was at 56% YoY for FY20. 

7. The total consolidated capacity for the company is at 114.8 tons per year. 

8. The company achieved its highest ever consolidated EBITDA for the year at Rs 9930 Cr in FY20. 

Overall operating cash flow for FY20 was in excess of Rs 5700 Cr. 

9. The consolidated debt was reduced by Rs 1765 Cr in Q4 which brings the debt reduction for FY20 

to Rs 5251 Cr. India operations net debt/EBITDA as of 31st March 2020 stands at 1.55 times. 

10. The Capex target for FY21 is at Rs 1000 Cr. 

11. The company reduced Rs 404 Cr in working capital in Q4. 

12. Sales volumes for FY20 were down 4% YoY while volumes for Q4 were down 16% YoY. The fall was 

mainly due to the disruption caused by COVID-19 in March. 

13. In Q4, blended sales volumes grew 2% YoY at 68% while premium products grew 19% YoY. 

14. The company also added 230 new stores in FY20 bringing the total up to 2145. 

15. The company also achieved a 6% reduction in variable cost in Q4. 

16. Changes in operating costs in Q4 is as follows:  

1. Logistics: Declined 3% YoY to Rs 1149/ton. Accounts for 33% of the total operating costs. 

2. Energy: Declined 13% YoY to Rs 914/ton. Accounts for 26% of total operating costs. 

3. Raw Materials: Rose 5% YoY to Rs 497/ton. Accounts for 14% of total operating costs. 

17. Green power consumption rose to 11.6% vs 7.9% last year. 

18. The increase in RM costs is mainly due to a rise in fly ash costs. 

19. Consolidated and India EBITDA margins rose 5% YoY to 24% in FY20. 

20. ROE for FY20 was at 10% vs 7% a year ago. 

21. The board recommended a final dividend of Rs 13 per share for FY20. 

 

Investor Conference Call Details: 

1. The management believes that the greater part of demand currently is coming from retail and 

rural markets where pending work is to be completed before monsoons. 

2. The management expects slowdown from urban construction activities for at least 2-3 months 

mainly due to the labour exodus from these places. 

3. The management has clarified that all of the treasury surpluses of the company have been 

deployed in AAA liquid debt schemes and the company has zero exposure to all of the recent debt 

debacles like Franklin Templeton, etc. 

4. The main focus for the company in FY21 is going to be conserving cash and running a negative 

working capital cycle is key to this. 

5. The company has slowed down all expansion and Capex plans for FY21 and is limiting Capex for 

the year to Rs 1000 Cr most of which is expected to be maintenance CAPEX. 
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6. The company is also targeting a fixed cost reduction target of 10% in FY21. 

7. The volume decline is mainly due to a decline in volumes from Century. 

8. Excluding one-time costs, the EBITDA per ton for Century is at Rs 575. This is expected to go up to 

anywhere between Rs 800-900. 

9. The management is aiming to bring net debt to EBITDA to 1 time going forward. 

10. The capacity utilization for the company was 74% and thus the management feels that the 

company has enough headroom to meet any additional demand that comes back once normal 

business activities resume. 

11. The distribution mix is at 70% road, 27% rail, and 3% ocean. The management believes that the 

biggest advantage of Ultratech in distribution is its dedicated fleet of transporters which account 

for 53% of road volumes. 

12. The management has stated that in terms of geography, West India has seen the biggest fall since 

it has been hit the hardest by COVID-19. In terms of capacity utilization, Central India has the 

lowest out of all zones. 

13. The Century products have been 100% branded to Ultratech in the West and South markets now. 

14. The main reason for the estimation of the rise in EBITDA/ton in Century is due to the rebranding 

and cost reduction from WHRS implementation in all plants for Century. 

15. The Q4 revenue for RMC was at Rs 555 Cr while white cement was at Rs 421 Cr. The sales volumes 

for white cement and putty was at 3.2 million tons. 

16. The expansion in Bara for 2 million capacity has been pushed back a quarter to Q2 due to COVID-

19. 

17. The lead distance for Q4 was at 440 km. 

18. The plants in the East zone have started operating at 90% capacity. 

19. The management has clarified that receivables are at the lowest while inventory is not expected 

to build-up as the management aims to keep a negative working capital cycle going on. 

20. The utilization at Nathdwara was at 57% in Q4. The operating EBITDA generated from this plant is 

Rs 1600/ton in Q4. 

21. The management has refrained from providing any guidance on net debt reduction for FY21 due 

to the uncertainty involved with COVID-19 and the economic disruption. 

22. The management believes that volumes for the next 12-18 months will be driven by rural demand 

coming up on account of good agricultural seasons and from the government push for 

infrastructure development. 

23. The management has stated that the breakeven utilization for the company’s plants is between 

30-40% depending on location and capacity. 

24. The only demand-led shutdown for the company is one grinding unit near New Delhi due to the 

capital being in a red zone. 

25. The management has stated that fly ash availability is not an issue as power plants across the 

country are operating still. It is the transportation of this fly ash which could prove to be an issue. 

26. Road freight for the company has remained flat for FY20. 

27. The company is operating at 35-40% of total manpower right now. This opens up avenues for 

manpower reduction as a major cost reduction source going forward for the company. 

28. The management has stated that it will take at least 2-3 years for the company to run down its 

MAT and move to the new tax regime. 

29. The pending Capex for Bara is only Rs 120 Cr which will be part of FY21 Capex. The maintenance 

Capex for FY21 is estimated to be around Rs 600-700 Cr. 

30. The total rural demand is estimated to be around 35% of the total industry demand. 
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Analyst’s View: 

Ultratech Cement is the biggest cement maker in India. The company has done well to acquire aging 

cement makers in India and integrating them and adding on to the company’s ever-growing market 

presence and reach in the country. Despite fall in volumes in Q4, the company was able to keep 

efficiency high and achieve its highest ever EBITDA/ton figure. The company is doing well to focus on 

cash conservation and cost reduction after the disruption caused by COVID-19. It remains to be seen 

how long will it take for demand to normalize for the industry and when will demand come back in 

the principal market of West India where demand has fallen the most. Nonetheless, given the 

company’s leadership position in the industry, its wide distribution network across India, and its strong 

brand image, Ultratech Cement remains a pivotal cement sector stock for all Indian investors. 
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CHEMICALS 
Apcotex Industries 

Financial Results & Highlights 

Introduction 

Apcotex Industries Limited is one of the leading producers of Synthetic Lattices (VP Latex, Acrylic Latex, 

Nitrile Latex) and Synthetic Rubber (HSR, SBR) in India. 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 117 155 -24.52% 111 5.41% 502 633 -20.70% 

PBT 5.2 13.6 -61.76% -1.8 -388.89% 24.6 61.7 -60.13% 

PAT 3.1 15.3 -79.74% -1.4 -321.43% 16.6 46.6 -64.38% 

 

Detailed Results: 

1. The revenues for the quarter were down a lot with a fall of 24.5% YoY. 

2. Similarly, the PBT fell even further at 62% YoY while PAT was down 80% YoY indicating a very 

difficult quarter for the company. 

3. The operating EBITDA margin declined 233 bps to 6.83% in Q4, but it was up significantly from Q3 

which was at 0.55%. Overall operating EBITDA margin for FY20 was at 6.73% vs 10.8% in FY19. 

4. The company had its best-ever quarter in terms of exports but couldn’t fulfill all orders due to 

lockdown. 

5. Out of the Rs 100 Cr for Capex phase 1, Rs 95 Cr has been invested by 31st March 2020. 

6. The Taloja plant saw its best-ever quarter in terms of volumes but some orders remained 

unfulfilled due to the lockdown. 

7. The debottlenecking project is completed shortly which is expected to increase production 

capacity to 20,000 MTPA in the nitrile latex division and reduce operational costs per ton. 

8. The company has been designing and applying for consent applications for 2 major projects:  

1. XNBR Latex (Rs 60 Cr) 

2. 2ndPolymerization Line (Rs 180 Cr) 

9. The company is looking to add latex capacity in Taloja of 20% in FY21 at a cost of Rs 12-15 Cr. 

10. Post lockdown, both plants resumed operations from 20th 

11. The company is modifying both plants for manufacturing XNBR latex for gloves due to strong 

demand. This is expected to be completed in the next few weeks. 

 

Investor Conference Call Highlights:  

1. The management has stated that the dumping from South Korea and Europe is still going on 

though it has improved since Q3. The management has also mentioned that the company has 

applied for anti-dumping duty applications in a few countries and the investigation for the 

application in India has been initiated. 
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2. The management has stated that the long term Capex plans are now on hold and the company is 

focusing on immediate latex capacity expansion as it saw very good demand in Q4 where the 

plants were running at almost 100% utilization. 

3. The management has clarified that the 20% capacity expansion is for overall latex capacity in 

Taloja for existing products and the latex gloves project will be done in Valia. This expansion is 

expected to be completed in 6-8 months. 

4. The management has stated that the company now has a 20-25% market share in the NBR market 

in India with the rest being imported. Thus there is a big opportunity from import substitution for 

the company especially given that even China has instituted anti-dumping in this industry and the 

shift away from imports due to COVID-19. 

5. The management has stated that the major industries that the Taloja plant catered to pre-COVID 

were paper, paperboard, construction, carpet, tires and textiles. Pre-COVID, the company saw 

very strong demand from construction, paper, paperboard and carpets which also was responsible 

for the rise in volumes in Q4. 

6. In Q4, the utilization for latex was 100%, 90% and 95% in January, February and March 

respectively. 

7. The management has stated that some of the company’s footwear customers are bullish post-

COVID as the company mainly caters to the cheap footwear segment which is expected to grow 

much faster than the premium segment in the short term. 

8. The utilization level in HSR is 60-70% in Q4. 

9. The management clarified that although demand from the tire industry is slowly coming back, it 

expects this demand to remain subdued for the next few quarters. 

10. The price arbitrage opportunity for European rivals has gone down and is expected to go away 

soon. The management has stated that this phenomenon is cyclical in nature and not sustainable 

and thus it shouldn’t be a big matter for concern going forward. 

11. The management has stated that Q4 volumes were almost flat YoY but were up a lot QoQ. Overall 

net realizable value of products has gone down YoY mainly due to a drop in raw material prices. 

12. Another reason for the fall in net realizable value is the shift in product mix sold towards latex 

which is generally sold at a cost price of 50-60% of rubber prices. 

13. The company is seeing prices of key raw materials like styrene, butadiene, etc at decade-low 

prices. 

14. The management has stated that the company will be investing Rs 60 Cr for the new NBR latex 

gloves project in Valia and is looking to make another Capex of Rs 90 Cr in the next 12 to 15 

months. 

15. The company had planned to fund the Capex plans with internal accruals but due to the fall in 

internal accruals, it may raise debt in the future if required. The management has stated that the 

company can easily raise Rs 200-300 Cr to fund the Capex plans for the next 3 years if required. 

16. The effective tax rate for FY21 is expected to be around 22%. 

17. Exports were only 12-13% in terms of value in FY20. The export % for Q4 is much higher. 

18. The addition of 5000-ton capacity in the NBR line as part of the Capex phase 1 is almost 99% 

complete and just got delayed due to delay in shipment form out of state vendors in the time of 

lockdown. 

19. The realization for NBR is around Rs 100 per kg and the realization for latex gloves is expected to 

be better than this figure. 

20. The management has stated that the working capital days have gotten stretched due to logistical 

issues from the lockdown and it is expected to come down to normalized levels soon. 
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21. The management has stated that the company will indeed be stuck with some stock losses due to 

high-cost inventory being stuck and not sold due to lockdown. 

22. The management has stated that around 40% of sales prices are based on a formula for customers 

while 60% is based on spot prices. NBR is mostly spot priced while latex is largely formula priced. 

23. The management has also stated that the margins in latex for gloves will not be very high as it is 

not a finished product and will mostly be spot priced. 

24. The company was expecting a good Q1 before COVID came in and now it expects to make sales of 

around 60% of January in the month of May. The company is also facing uncertainty on logistics, 

raw material supply and labour. But overall it is optimistic of the opportunity from the demand 

for latex for gloves. 

25. The net cash position for the company is at Rs 35-40 Cr at the moment. 

26. The power plant was commissioned before the lockdown but was shut down as the lockdown 

came into effect. 

27. The work on the gloves project is also expected to start post monsoons like the Taloja expansion. 

28. The management has stated that there are no XNBR latex makers in India and the primary 

destination for this product is expected to be Malaysia which makes for 70% of the global demand 

for gloves. There are few competitors for this product in Asia. 

29. The management has clarified that it tries to keep EBITDA per ton as stable as possible. 

30. The management has stated that it prefers for prices to stay low as with a stable EBITDA per ton, 

the EBITDA margin is higher and the working capital requirement is lower. So when prices go up, 

working capital requirement rises along with EBITDA per ton. 

31. The management has maintained that it is engaged with all of the top 5 glove makers in Malaysia. 

32. The management has stated that despite the fall in the auto industry in India, it does not expect 

the industry to go to 0. Even if the industry may remain subdued in India, the company can easily 

try and source other industry players in nearby geographies like South Asia, South East Asia, and 

the Middle East. 

33. The management has also stated that it is better positioned currently in the NBR market as only 

half of NBR for the company is used in the auto industry while for many rivals in the EU, this 

number is greater than 70%. 

  

Analyst’s View: 

Apcotex is one of the very few synthetic rubber makers in India. The company has seen a good 

comeback in Q4 after suffering from its worst-ever quarter in years in Q3. Exports were particularly 

encouraging for the company before the COVID disruption brought everything to a halt. The company 

is now focussing on capitalizing on the strong demand for gloves and is concentrating on establishing 

a direct facility for making latex for gloves in its Valia plant. The company has done well to concentrate 

on volumes and preserving its EBITDA per ton while commodity price falls are pushing down prices for 

its products. It remains to be seen how the demand for the company’s products changes going forward 

and how the company will be navigating the issues brought up for the COVID-19 disruption. 

Nonetheless, given the company’s industry position, the prudent management of the company, and 

the company’s optimism going forward as deduced from its increased Capex plans, Apcotex seems to 

be a good chemical stock to watch out for.  
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Galaxy Surfactants  

Financial Results & Highlights 

Brief Introduction: 

Galaxy Surfactants is engaged in manufacturing of surfactants and other speciality ingredients for the 

personal care and home care industries. The Company produces a range of vital cosmetic ingredients, 

including active ingredients, ultra violet (UV) protection and functional products. Its products cater to 

various brands in the fast moving consumer goods (FMCG) sector and offers in various applications, 

including skin care, hair care, oral care, body wash, sun care, household cleaners and fabric care 

segments. Galaxy Surfactants is a global leader supplying a wide range of innovative products to over 

1000 customers in 103 countries.  

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 435.4 496.0 -12.22% 437.5 -0.48% 1798.5 2032.3 -11.50% 

PBT 59.3 61.2 -3.10% 49.3 20.28% 229.7 254.4 -9.71% 

PAT 45.8 40.1 14.21% 36.5 25.48% 182.2 168.5 8.13% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 656.7 685.5 -4.20% 629.2 4.37% 2602.3 2767.7 -5.98% 

PBT 81.6 78.0 4.62% 63.2 29.11% 288.8 276.9 4.30% 

PAT 62.8 57.1 9.98% 48.0 30.83% 230.4 191.0 20.63% 

 

Detailed Results: 

1. Consolidated revenues fell 4.2% YoY in Q4 mainly on the back of lower fatty alcohol prices which 

declined from $1342 to $1171 YoY. 

2. EBITDA for Q4 grew 3.9% YoY while PAT grew 10% YoY. EBITDA margin improved 112 bps YoY to 

15.6% in Q4. 

3. For FY20, total volumes grew 4.4% YoY with performance surfactants growing 6% YoY and 

specialty chemicals growing 1.7% YoY. 

4. Volume growth in different geographies in FY20 is as follows:  

o India: Up 0.5% YoY 

o AMET: Up 9.4% YoY 

o Rest of the World: Up 2.8% YoY 

5. In FY20, revenue decline in performance surfactant division was 8.8% YoY while specialty care 

products fell 1.1% YoY. Overall EBITDA & PAT grew 4.7% and 20.6% YoY respectively. 

6. The cash position of the company was at Rs 47.7 Cr on 31st March 2020. 

7. The company has announced an interim dividend for FY20 at Rs 14 per share. 
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Investor Conference Call Highlights 

1. The company had an incident in its Tarapur plant where an explosion occurred in the M3 unit and 

caused 3 casualties. This incident is expected to impact Q1. 

2. The Capex plan for the company’s Specialty Products remains on track, though execution and 

operationalization will get delayed by 6 months. 

3. Egypt saw good momentum in Q4FY20 which is expected to continue into Q1FY21. 

4. The management has attributed margin expansion on the improved product mix and the 

improved pricing from performance surfactants. 

5. Capex for Fy21 is going to be Rs 100 Cr. The company will try to keep CAPEX at this level going 

forward. 

6. The impact of the Tarapur incident is somewhat mitigated as the company has it covered by 

insurance and even loss of profit is covered under this insurance. 

7. The management does expect specialty chemicals to stay muted for the short term as 

discretionary spending goes down. But it is also optimistic of growth in performance surfactants 

due to the renewed focus on health and hygiene from COVID-19. 

8. The company does not have a specific target for the growth of the specialty chemicals segment 

and will let all divisions for the company grow organically. 

9. The company saw good demand for the GLI 21 which was launched last year and is expecting the 

R&D infra enhancement at Tarapur to be completed by the end of this year. 

10. Capacity utilization in specialty chemicals is only at 61% currently and thus there is significant 

room for sales to grow before the company has to expand capacity. 

11. The only risk to the growth momentum in Egypt is the future impact of COVID-19 according to the 

management. 

12. The management is cautiously optimistic about whether the increased focus on cleanliness and 

hygiene is going to bring a structural change in the industry or whether it will stay as a short term 

phenomenon only. 

13. International business constituted around 65% of total sales. Within AMET revenues, 40% was 

from Egypt alone. 

14. The management has stated that the new products have grown around 5-7% in FY20. Around 95% 

of business is from existing customers. 

15. The management acknowledged that the company does supply to all handwash makers in India 

but they are not applying any ingredients for hand sanitizers. 

16. Input costs are expected to remain stable at current levels going forward. 

17. The management has stated that the company will spend Rs 60-70 Cr on innovation capability of 

the multipurpose plant in Tarapur and it will spend around Rs 400-450 Cr in both performance 
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surfactants and specialty care divisions in the next 3-5 years. The company is expecting 

incremental revenues of Rs 1000 Cr from these investments given its historical asset turnover 

ratio. 

18. The management has clarified that the US facility is specifically for cosmetic proteins. 

19. The management expects long horizons of 30-50 years on its specialty care chemicals. 

20. In India, the company expects home hygiene to expand fast given the significant growth in this 

segment in the last 3 years. 

21. The volumes breakup in India is 65% for performance surfactants and 35% for specialty care. 

 

Analyst’s View: 

Galaxy Surfactants is one of the most consistent specialty chemical makers in India. The company has 

done well to achieve sales volume growth despite the domestic slowdown and has even achieved 

profit growth despite a dip in revenues. The company suffered a revenue decline despite volume 

growth mainly due to a fall in fatty alcohol prices which forms around 52% of its requirements. The 

company has seen good growth coming from the AMET region particularly Egypt and demand in India 

reviving. The company is expecting good demand for its products going forward due to the renewed 

focus on health & hygiene going forward. The company has enough spare capacity to handle any 

upsurge in demand. It remains to be seen how the whole situation will pan out going forward and 

what final impact it will have on the global economy and whether the focus on health and hygiene is 

going to stay or not post COVID. Nonetheless, given the company’s robust product portfolio and the 

ever-increasing list of both FMCG majors and niche specialty product makers, Galaxy Surfactants 

remains a good stock to watch out for in the specialty chemicals space. 
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PI Industries   

Financial Results & Highlights 

Introduction: 

PI Industries is in the field of Agri Sciences having strong presence in both Domestic and Export market.  

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 800.8 827 -3.17% 869.5 -7.90% 3354.7 2900.9 15.64% 

PBT 124.9 168.4 -25.83% 169 -26.09% 594.4 534.6 11.19% 

PAT 98.3 124.4 -20.98% 120.4 -18.36% 442.3 407.7 8.49% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 862 826.9 4.24% 868.9 -0.79% 3415.4 2900.4 17.76% 

PBT 141.9 170.1 -16.58% 169.8 -16.43% 613.8 537.9 14.11% 

PAT 110.7 125.7 -11.93% 121.1 -8.59% 456.6 410.2 11.31% 

 

Detailed Results: 

1. The company witnessed a modest revenue growth of 4% YoY in consolidated terms in Q4. 

2. The profits for the company were down for Q4 with a fall of 21% & 12% YoY respectively in 

standalone and consolidated terms. 

3. FY20 was a good year for the company with an 18% YoY rise in consolidated revenues and an 11% 

YoY rise in consolidated profits. 

4. The EBITDA for the company grew 7% YoY in Q4 and 25% YoY in FY20. 

5. Q4 exports increased by 12% YoY. 

6. Isagro Asia saw good growth of 10% YoY in Q4. 

7. EBITDA margin maintained at 22% despite the rise in raw material prices. 

8. The board has recommended a final dividend of Rs 1/share. 

9. Exports saw a massive growth of 31% YoY in FY20 while domestic sales fell 6% YoY in the same 

period. 

10. Debt to equity was at 0.15 times vs 0 a year ago. The increase was mainly due to the higher Capex 

of Rs 635 Cr in FY20. 

11. In FY20, the company launched 5 new products, filed 22 patents, and currently has 60 new 

molecules in the R&D pipeline. It also reached >20% in non-agrichemical business. 

12. The company initiated commercial-scale business with 3 new customers and has an order book of 

> $1.5 billion. 

13. The company has frozen discretionary spending in FY21 and is looking for avenues for cost 

reduction. 
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Investor Conference Call Highlights:  

1. The company has successfully developed an advanced intermediate for a potential COVID-19 drug. 

2. The management maintains a robust outlook for FY21 due to new brands coming in domestic 

business and expanding operations in exports. Favourable outlook for agriculture along with the 

expectation of normal monsoons and govt support for agriculture are also expected to contribute 

to the industry. 

3. The management remains confident of maintaining the company’s growth momentum at >20% 

YoY revenue growth in FY21. 

4. The management is not too concerned with the approval for the generic version for Osheen as 

the management is confident in the life cycle management of the company’s brands. Even after 

Nominee went generic, the company was able to maintain brand image and expand upon sales 

thus vindicating their confidence. 

5. The 11th multipurpose plant for the company started in March but had to be shut down due to 

the lockdown. The management is looking to start it now and the capacity will be going on full 

steam from Q2 onwards. 

6. The company is currently looking to optimize and augment its capacities to be able to handle large 

scale production of intermediates once the company gets client approvals. 

7. The management believes that there is a big opportunity for the company in the pharma 

intermediates industry especially due to the China substitution phenomenon that is gaining 

ground these days. 

8. The objective of the pharma intermediate business is to contribute more than 10% of total sales 

in 3-4 years. 

9. The improvement in margins in domestic business was due to the end of the life cycle of some 

lower-margin products which have been withdrawn now. 

10. The management has stated that it takes anywhere between 2-5 years for a molecule to get 

commercialized. 

11. The management sees most of the post COVID opportunities arising from India itself. 

12. The company does not have reason to go forward into generic manufacturing and it is mostly 

looking for a supportive and non-compete business model with its customers. 

13. The company is guiding for Rs 650 Cr of Capex again in FY21. Most of this is towards capacity 

expansion and some of it is to be used to repurpose existing facilities at Isagro. All of it is towards 

organic growth opportunities. 

14. The company is also in the lookout for inorganic growth opportunities in adjacent sectors like 

pharma or specialty chemicals. 

15. Out of the Rs 60 Cr revenue of Isagro, Rs 33 cr is from domestic sales and the rest is from exports. 

16. The management maintains that the company is on the lookout for both organic and inorganic 

opportunities for growth in the new pharma business. 

17. The management expects to gain clarity on the proposed QIP in the next 2 months. 

18. The management reassures that there has not been any significant change or damage to its 

previous plans and they have just gotten delayed due to COVID disruptions and market 

uncertainties. 

19. The management admits that chemical companies have been seeing opportunities from the China 

substitution phenomenon for the last 1-1.5 years and it is expected to go on. But custom synthesis 

manufacturing does take some time to consolidate and commercialize. The company will continue 

to address inquiries and keep enhancing the capacities to meet these inquiries. 
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20. The management admits that product sales in the crop protection segment can be lumpy and thus 

to mitigate the issue of dependence on specific products, they are constantly looking to introduce 

new products in the category to balance the load and replace the existing star brand. The 

management believes the brand Awkira, which was launched in FY20, to be a leading brand in 2-

3 years and contribute to 30-35% of segment sales in the future. 

21. The management admits that the company has taken price hikes for the Kharif season. 

22. The management expects volatility and supply-demand gap to stabilize in the next 4-6 weeks. 

23. The management has stated that the revenue growth target for FY21 is not taking into account 

any currency depreciation tailwinds and it should be seen on a constant currency basis only. 

24. The management maintains that the company will be able to sustain current margins and may 

also see margin appreciation due to change towards favourable product mix in the future. 

25. The company is not looking to expand in the building blocks area of chemicals like fluorine but is 

focussing more on value-added process technologies. 

     

 

Analyst’s View: 

PI Industries have been one of the most consistent performers in the agrichemicals business. FY20 was 

very good for the company with robust growth in export businesses. The company is now expanding 

into adjacent segments and has already gotten into pharma intermediate space. The overall 

favourable outlook for agriculture and monsoons going forward bodes well for the company. The 

China substitution phenomenon should provide the company with opportunities in both its native 

agrichemicals and the new adjacent space that it is looking to expand into. Although the management 

plans for QIP to finance the capacity expansion for the company has been delayed due to COVID-19 

disruptions and economic uncertainties, they remain confident of raising the capital required. It 

remains to be seen whether there are any other disruptions in store from COVID-19 or whether the 

company will be able to go forward with its QIP as easily as the management anticipates. Nonetheless, 

given the company’s strong track record, strong tailwinds of the industry, expectations of a good 

agricultural season and opportunities arising from the China substitution phenomenon, PI Industries 

remains a pivotal agrichemical sector stock to watch out for, particularly given the share resilient 

performance since the market crash in March. 
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Sudarshan Chemicals  

Financial Results & Highlights  

Brief Introduction: 

Sudarshan Chemical Industries is manufactures and sells a wide range of Organic and Inorganic 

Pigments, Effect Pigments and Agro Chemicals. The Company also manufactures Vessels and Agitators 

for industrial applications. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 370 392 -5.61% 389 -4.88% 1526 1439 6.05% 

PBT 32 30 6.67% 39 -17.95% 178 213 -16.43% 

PAT 34 14 142.86% 27 25.93% 149 150 -0.67% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 450 434 3.69% 425 5.88% 1713 1600 7.06% 

PBT 30 47 -36.17% 41 -26.83% 180 201 -10.45% 

PAT 27 27 0.00% 28 -3.57% 145 133 9.02% 

  

Detailed Results: 

1. Consolidated revenues were flat with only 3.7% YoY growth. Profit was also flat YoY in Q4. 

2. FY20 performance saw revenues rising 7% YoY while profits rose 9% YoY. 

3. EBITDA margin for FY20 was up 160 bps YoY to 14.4% despite the disruption from the lockdown. 

It is estimated that the lockdown caused a revenue loss of Rs 125 Cr and an EBITDA loss of Rs 41 

Cr. 

4. Exports stood at 48% of revenues in FY20 while 52% were from domestic sales. 

5. Capex for FY20 was at Rs 250 Cr. 

6. Specialty and Non-Specialty portfolio was flat in Q4 YoY owing to the disruption in sales from 

CoVID-19. 

7. Gross margins improved dramatically in Q4 at 44.1% vs 39.8% last year and 43% in the last quarter. 

8. The EBITDA margin however was subdued at 12% in Q4 mainly due to the disruption in sales from 

COVID-19. 

9. ROCE improved to 15.9% in FY20 vs 14.6% a year ago. 

10. Debt to equity was at 0.8 times. 

11. Earnings per share improved to Rs 15.7 in FY20 from Rs 11.7 in FY19. 
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Investor Conference Call Highlights 

1. Currently, the management does not see any disruption in raw material supplies or in pricing. 

2. The company is seeing an uptake in demand from the export business due to supply disruption 

from China and also tailwinds to move supplies from China to India. 

3. Capex for FY21 is expected to be around Rs 345-355 Cr. 

4. The management sees domestic demand coming back from Q2 onwards. 

5. The management good opportunity for the company from the China substitution opportunity and 

from the acquisition of new entities that should open new markets for the company. 

6. The expansion projects for the company have gotten delayed by 6 months due to COVID-19. 

7. The management has attributed the gross margin improvement to the improvement in product 

portfolio for the company. 

8. The management has stated that the debt to equity for the company can go up to 1-1.1 times. 

9. The management has stated that the sharp decline in EBIT margin for Q4 was mainly due to the 

higher expenses as sales were expected to be high but were delayed due to the lockdown. 

10. The engineering business has seen a turnaround and posted an EBIT of Rs 6 Cr in Q4Fy20 vs a loss 

of Rs 50 lacs a year ago. 

11. Most of the orders in the quarter were from existing customers. 

12. In terms of segments catered to by the company, the coatings segment has seen a slowdown in 

the domestic front while cosmetics has remained muted. The rest have done well or as expected. 

13. Around 25-30% of raw materials come from China for the company. The company is indeed 

looking for alternative sources for this RM demand. 

14. The management has stated that due to muted demand from the market, there have not been 

any major price hikes in the industry. The raw material prices are expected to remain stable going 

forward. 

15. The company has not yet adopted the new corporate tax regime as it still has deferred tax 

liabilities to run down. 

16. The company has seen losses of Rs 6 Cr in foreign exchange hedges in Q4. 

17. The management has stated that currently all engineering business is conducted under the brand 

of Rieco which focuses on pneumatic conveying systems, pollution control, etc. 

18. The company is indeed looking into opportunities to backward integrate some of its molecules 

and to partner with local producers to reduce dependence on imports for supplies. 

19. The management has stated that post-COVID the company is seeing rising demand from the USA 

and EU. 

20. The management has stated that they clearly see consolidation taking place in the global pigments 

industry within the next 5 years. 
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Analyst’s View: 

Sudarshan Chemicals is one of the largest pigment makers in the world. The company has done well 

to improve its gross margins steadily throughout FY20. The company did suffer a bit from the lockdown 

and COVID-19 disruption in March which led to a dip in EBIT margins. But the demand for the company 

products remains stable and is expected to be on the rise in export markets. The company has a good 

opportunity for growth from the China substitution movement. It is also doing well to reduce 

dependence on China for raw materials and looking for opportunities for backward integration. It 

remains to be seen how the domestic market will recover for the company and whether the planned 

expansion which got delayed due to COVID-19 will be able to finish in time. Nonetheless, given the 

company a strong position in both domestic and export markets and its steadily improving margins 

due to improving product portfolio, Sudarshan Chemicals is a pivotal chemical sector stock to watch 

out for. 
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CONSUMER ELECTRONICS 
Amber Enterprises  

Financial Results & Highlights 

Brief Introduction: 

Amber Enterprises India is engaged in the business of manufacturing a versatile range of 

products i.e. Air conditioners, microwave ovens, washing machines, refrigerators, heat 

exchangers, sheet metal components etc. Currently, the Company has nine manufacturing 

facilities in India out of which two manufacturing facilities are operating in tax exemption 

zone. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1045.5 976 7.12% 569.6 83.55% 3008.6 2197.4 36.92% 

PBT 52 89 -41.57% 6.2* 738.71% 128.9 132.9 -3.01% 

PAT 53.2 61.5 -13.50% 11.5 362.61% 117.9 92.5 27.46% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1315.2 1201.4 9.47% 790.6 66.35% 3970.9 2761.9 43.77% 

PBT 70.1 93.9 -25.35% 24.5 186.12% 190.7 135.9 40.32% 

PAT 62.8 66.8 -5.99% 24.8 153.23% 164.1 94.8 73.10% 

   *includes negative tax expenses of Rs 5.36 Cr 

  

  Detailed Results: 

1. The company delivered a good YoY growth of 9.5% in consolidated revenues while consolidated 

profits fell 6% YoY in the same period in Q4 last year. 

2. Performance for FY20 was very good with revenue growth of 44% YoY and PAT growth of 73% 

YoY. 

3. EBITDA for FY20 rose 53% YoY while EBITDA margins improved 50 bps to 8.2%. 

4. The revenue growth (and current revenue contributions) across operational segments for FY20 is:  

1. RAC (Room Air Conditioner):                 Up 39% YoY (61% of total revenues) 

2. Components & Mobile Applications:     Up 52% YoY (39% of total revenues) 

5. ROCE improved a lot in FY20 with an increase of 400 bps to 18.5%. ROE improved dramatically in 

the year with an improvement of 510 bps to 15.1% in FY20. 

6. The company improved its working capital days dramatically with the number coming down to 37 

days in FY20 from 54 days in FY19. 

 

Investor Conference Call Highlights: 
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1. The management has stated that dealers had stocked inventory since the start of the lockdown 

and were liquidating it while the plants were shut down. Now that plants have opened up, there 

should be a revival in consumer demand. 

2. The company does not see any impact on manufacturing activity from the unavailability of raw 

materials going forward. 

3. The company is not facing any workforce issues as 80% of the workforce lives around the plant. 

4. The current focus for the company going forward is to improve productivity and rationalize costs. 

5. The management has stated that there may be an impact on the receivable cycle going forward 

due to the overall impact in the liquidity of the companies across countries. 

6. The company does not see any major receivable risk as all of its customers are renowned and high 

quality. 

7. The management has stated that there is a good opportunity for the company to benefit from The 

“China plus one” strategy and from the intent of many companies in India to reduce dependence 

on Chinese exporters. The company is already the biggest outsourced manufacturer in the RAC 

industry and the few players who used to import from China have also approached the company 

and are actively taking to it. 

8. The company should also benefit from the drive-by the Indian government to reduce dependence 

on imports and the incentives provided to local manufacturers. 

9. Revenues for Sidwal in FY20 stood Rs 226 Cr with EBITDA of Rs 63 Cr. Q4 revenues in this unit was 

Rs 65 Cr. 

10. Revenue for PICL stood at Rs 185 Cr for FY20 and Rs 57 Cr for Q4. EBITDA for PICL was at Rs 11 Cr 

with EBITDA margin at 6%. 

11. Revenue for IL JIN was at Rs 92 CR in FY20. Revenues for Ever was at Rs 83 Cr in FY20. The company 

is confident of rising revenue share for IL JIN and Ever due to the continued shift in the industry 

towards inverter ACs. 

12. The management has stated that around 28% of ACs in value terms continue to be imported and 

there is a good chance for the company to cover this segment due to the government’s push 

toward local manufacturers in the Atmanirbhar initiative. The 28% mentioned above is strictly in 

terms of finished units and compressors and components that are imported do not form part of 

this 28%. 

13. The management has stated that it has seen a very robust demand revival in green zones due to 

the ongoing heatwave. This has also led to the depletion of dealer inventory at a fast rate which 

is expected to be liquidated in 15 to 20 days’ time. 

14. The management is very optimistic about the China substitution strategy for the components 

business. The company has already started exporting components to the USA. 

15. The company expects the RAC components to go in a similar way as auto ancillaries and form a 

dominant portion of local manufacturing as government policies to reduce import dependence 

become more refined and efficient. 
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16. The management has also stated that the reliability cycle for various components is from 6 months 

to 1 year. So as more companies shift their vendor base to India, it will take at least one reliability 

cycle to be completed for the orders to start coming in. 

17. The management has clarified that the company has developed models for commercial air 

conditioners for 7.5, 8.5, 11, 12.5-ton range. Production for these units will start in small volumes 

from the end of June onwards. The company will not be venturing into commercial refrigeration 

at present. 

18. The opportunity size for the HVAC industry is around Rs 48000 Cr in India where RACs account for 

Rs 18000 Cr while the rest of the Rs 30000 Cr is for commercial air conditioning. 

19. The company has seen a good rise in margins for all subsidiaries. In IL JIN and Ever, revenue growth 

was not as pronounced as the company let go of a few low margin businesses and has worked 

towards shifting the product mix towards higher margins. 

20. The management has stated that the metro AC tender has been postponed to Q1FY21. 

21. The management is expecting growth of 15-20% in Sidwal despite 0 sales in April. 

22. The FX impact in Q4 was of a loss of Rs 16 Cr for reinstatement losses. 

23. The management does not expect much impact from predatory pricing from Chinese exporters as 

it believes that the customs duties should be enough to safeguard the Indian industry players. 

Currently, all industry players are looking to liquidate inventory before issuing fresh orders and 

due to the COVID-19 situation and the government’s push towards local manufacturing, 

dependence on Chinese exporters is widely expected to come down. 

24. The management expects demand to rise in June and if for some reason, demand does not rise 

then, there might be demand spill over into the next quarter. 

25. The revenue loss from lockdown is estimated to be around Rs 150 to Rs 160 Cr in Q4. 

26. The tax rate for the standalone entity is expected to be 35% as there is still a lot of MAT credit to 

be run down. The subsidiaries will be taxed at the new rate of 22%. 

27. The management has stated that though sales are expected to go down in South India during the 

monsoons, it should not fall as much as in North India during the same time period. 

28. The company saw a 43% YoY rise in RAC volumes to over 3 million units from 2.1 million units a 

year ago. 

29. The company has almost 22% market in RAC manufacturing in India currently. The market share 

in the ODM AC market is 55% currently. 

30. The management does not see any strong competition in ODM rising up for at least 1-2 years 

despite the push for local manufacturing. 

31. The management has stated that the  “China plus one” strategy is applicable for overseas markets 

as well as many western economies are looking to reduce dependence on China and source 

alternative channels for RACs and components. 

32. The management expects exports to become a significant contributor in 4-5 years’ time. 
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33. The company is speeding up R&D activities to expand the finished product portfolio for customers. 

The new products include cassette ACs, smaller window ACs with lower tonnage, etc which were 

not present in the company’s offerings earlier. 

34. The company is also offering embedded solutions in its products for smarter usage in its products. 

It is also offering data projection mechanisms for its products for the Indian Railways. 

35. The management expects conditions to normalize in 2-3 months and sales to reach 80-90% of 

normalized levels for FY21. The biggest issue that the management sees going forward is dollar 

fluctuations. Another major issue will be getting to use 100% manpower in its facilities which have 

been currently restricted due to government regulations on COVID-19. 

36. The management has stated that 35-40 days can be considered sustainable levels of Working 

capital days at current and this number can go below 30 days in the medium term. 

37. At present industry capacity is at 7 million units in India and while the same in China is 110 million 

units. Thus there is a big difference in scale there. But the management believes that once industry 

capacity crosses 10 million, the local manufacturing will become more competitive and by 20 

million it can be at par with the Chinese on all terms. 

38. In terms of capacity utilization, in the RAC business, utilizations can vary from 55% to 85% 

depending on seasonal demand. Similarly, components can also have differing utilizations with 

peak utilization at 75% while off-peak may have it at 40-45%. 

39. The management has stated that the company has around Rs 2-2.5 Cr of maintenance CAPEX for 

each of its 15 plants. The other unavoidable component of CAPEX is R&D and product 

development which is around Rs 25 to 30 Cr. 

40. In the ODM controller model, the company has a joint development program with Infineon. The 

product is ready and the company has offered it to customers for testing and it has received initial 

orders for ti. 

41. The company currently has 4 customers for inverter PCB boards and 4 more customers are in the 

pipeline. The management estimate the additional opportunity size for Amber in inverter PCB 

boards to be around Rs 500-600 Cr in the next few years. 

42. Currently, PICL is doing 90% domestic sales and 10% of exports. The management expects margins 

in this unit to improve to 7-8% by the next financial year. 

43. The company also does around Rs 25-30 Cr of annual maintenance contracts for the Indian 

Railways. 

44. There is little room for the company in the AC spare parts and servicing space as most of it is taken 

care of by the individual brands themselves. 

45. The management expects debt levels to rise in Q1 & Q2 before normalizing. This increase will be 

mostly due to a delay in payment from a few customers which will constrain the credit cycle for 

the company. 

46. The company is evaluating the compressor business and is not 100% sure of entering it yet. The 

company is looking more on the side of the electronic components of motors like BLDC motors 

which will a new offering by the company.  
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Analyst’s View: 

Amber Enterprises has cemented its position as a prime AC and white good components manufacturer 

in India. They have achieved phenomenal growth in the financial year 2020. The performance of the 

quarter was marred by the disruption from COVID-19 which has also caused a fall in sales for the 

company in April as well. The industry has not been affected much by this disruption since dealers 

have had enough inventory to tide the disruption. The company expects demand to slowly normalize 

over FY21. Despite the loss of sales and reduced activity in 3 of the peak months for the company, the 

management is optimistic about the company’s prospects due to the increased opportunity from 

import substitution of Chinese products in RAC and components businesses. It remains to be seen 

whether there are any more large scale manufacturing disruptions to come from COVID-19 and how 

the company will adapt to it. Nonetheless, given the massive opportunity size from import 

substitution, the growth prospects of the industry, and the company’s dominant position in the ODM 

market, Amber Enterprises remains a pivotal stock in the fast-rising air conditioning industry. 
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Blue Star   

Financial Results & Highlights 

Brief Company Introduction 

Blue Star is India's leading air conditioning and commercial refrigeration company, with an 

annual revenue of over ₹5200 crores (over US$ 750 million), a network of 32 offices, 5 modern 

manufacturing facilities, 2800 employees, and 2900 channel partners. The Company has 5000 

stores for room ACs, packaged air conditioners, chillers, cold rooms as well as refrigeration 

products and systems, along with 765 service associates reaching out to customers in over 

800 towns. 

The Company fulfils the cooling requirements of a large number of corporate, commercial as 

well as residential customers. Blue Star has also forayed into the residential water purifiers 

business with a stylish and differentiated range including India’s first RO+UV Hot & Cold water 

purifier; as well as the air purifiers and air coolers businesses. 

Blue Star's other businesses include marketing and maintenance of imported professional 

electronics and industrial products and systems, which is handled by a wholly owned 

subsidiary of the Company called Blue Star Engineering & Electronics Ltd. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1096.83 1481.32 -25.96% 1062.76 3.21% 4786.5 4783.7 0.06% 

PBT 35.45 58.83 -39.74% 4.81 637.01% 167.67 179.85 -6.77% 

PAT 33.26 41.44 -19.74% 0.6 5443.33% 120.87 121.8 -0.76% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1305.7 1601.9 -18.49% 1242 5.13% 5404.9 5259.53 2.76% 

PBT 12.33 78.21 -84.23% 31.67 -61.07% 206 251.14 -17.97% 

PAT 8.38 77.55 -89.19% 19.7 -57.46% 140.67 209.15 -32.74% 

 

Detailed Results: 

1. The company had a revenue decline of 18.5% in Q4. PAT also declined by 84% YoY. 

2. FY20 revenues for the company grew a modest 2.76% YoY while PAT declined 33% YoY. 

3. Carry forward order book for the company grew 21.2% YoY to Rs 2946.6 Cr. 

4. Net borrowings were reduced to Rs 155 Cr from Rs 243 Cr a year ago. 

5. Segment revenue for the Electro-Mechanical Projects & Packaged Air Conditioning Systems grew 

2.76% YoY in FY20 with a shortfall in March revenues leading to reduced profitability for the 

division. 
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6. In the unitary products segment, the company saw revenue growth of 1.4% YoY in FY20. Revenue 

and profits in this segment were heavily affected by the loss of sale from COVID-19 disruption in 

the peak selling month of March. 

7. The Professional Electronics and Industrial Systems business saw revenue growth of 7% YoY in 

FY20. The company received major orders in the Data Security Solutions business. The division 

saw growth in the NDT systems, destructive testing, and NDT product business during FY20. 

8. Demand has taken a hit due to lockdown and should gradually recover as the lockdown eases. 

 

Investor Conference Call Highlights: 

1. The order inflows for the EMP business had slowed down since Q3 and was further weakened by 

the industry sentiments arising from COVID-19. 

2. The company saw newly launched products, such as the next-generation inverter ducted, water-

cooled VRF, air-cooled VFD screw chillers, and the configured oil-free chiller gain good traction 

and market acceptance. 

3. The company bagged major orders from the Airport Authority of India in Chennai and Avenue 

Supermarts across multiple locations. 

4. The RAC business saw revenue contraction mainly due to supply chain and demand disruptions in 

March due to COVID-19. 

5. The company gained market share in bottled water dispensers. Their new business lines of the 

commercial kitchen, medical refrigeration, and supermarket refrigeration also gained good 

traction. 

6. Major orders bagged in Q4 FY ’20 were from Reliance Retail, Amul, Vadilal, Dinshaw, Top N Town, 

and Hatsun Agro Products Limited. 

7. The company currently has a market share of 2% in the water purifiers segment. It aims to increase 

this to 14% by the end of FY21. 

8. The company has an inventory of up to 60 days including warehouse and dealer inventory. 

9. Out of 6000 outlets for the company around 2900 are working right now at the time of the call. 

10. The management expects lockdown to come back in the near future and thus is looking to have 

its dealers enable virtual demonstrations and appointment times for visiting showrooms. 

11. Commercial refrigeration is a good opportunity for the company with an expected rise in food 

delivery and pharma distribution. 

12. The company saw a growth of 10% in January and 19% in February in the RAC division. The 

company expects a drop in the current summer season to be around 30-50%. 

13. The company expects projects from malls, hotels, other non-essential places to get postponed. 

The company also expects this division to contract by 10%. 

14. The company has 65% sales from Tier 3,4,5 towns and it will continue to expand its presence in 

these areas. 
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15. The company also expects the demand for water purifiers and RACs with air purifiers rising for the 

company. 

16. The company is looking for an ECL provision of Rs 15 Cr. 

17. The company is now 2nd in the market in the VRF space and 3rd in the chiller space. 

18. The company ended Q4 with surplus cash of more than Rs 200 Cr. 

19. The management expects festival season sales to go up mainly due to lack of sales in the summer 

from COVID-19. 

20. The company had taken the decision to go for the affordable premium segment in the RAC 

business this year on the back of consumer sentiment and broad economic situation earlier this 

year. The management expects around 60-75% of RAC sales to come from this category especially 

with so many people starting to adapt to working from home. 

21. As mentioned earlier, the management expects Q1 sales to be 30-50% lower as compared to last 

year. 

Analyst’s View:  

Blue Star is one of the largest cooling solutions providers in the country. It is one of the biggest branded 

players in the RAC market. The company has seen flat revenues and declined profits for FY20. The 

major reason for this performance was the disruption in sales across all divisions from COVID-19 

especially in the unitary business where March lies in peak season. The company had done well to 

stock enough inventory to be able to stay on despite lack of manufacturing activity during the 

lockdown period. It remains to be seen whether the estimations of good festival season sales come 

true and whether there are further disruptions in store from the evolving COVID-19 situation. It will 

be interesting to see how the company will achieve its ambitious target of expansion and capture of 

market share in the nascent water purifier segment. Nonetheless, given the company’s strong market 

presence, its history of successfully completing EMP projects, and its robust presence in semi-urban 

and rural India, Blue Star is a pivotal white goods stock to watch out for. 
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Dixon Technologies  

Financial Results & Highlights 

Brief Introduction: 

Dixon Technologies (India) Limited is the largest home grown design-focused and solutions 

company engaged in manufacturing products in the consumer durables, lighting and mobile 

phones markets in India. Its diversified product portfolio includes Consumer electronics like 

LED TVs, Home appliances like washing machines, Lighting products like LED bulbs and 

tubelights, downlighters and CFL bulbs, Mobile phones like feature phones and smartphones, 

Security Surveillance Systems like CCTV & DVRs.  The company manufactures and supplies 

these products to well-known companies in India who in turn distribute these products under 

their own brands. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 768 725 5.91% 810 -5.17% 3681 2530 45.49% 

PBT 40 21 91.57% 30 31.19% 142 84 69.31% 

PAT 30 14 120.87% 22 36.93% 111 56 96.22% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 857 861 -0.39% 996 -13.89% 4405 2990 47.33% 

PBT 37 24 52.64% 35 5.08% 157 94 67.11% 

PAT 28 17 66.85% 26 4.87% 121 63 90.21% 

 

Detailed Results: 

1. The company had a mixed quarter so far with Q4 revenues remaining flat YoY and profits rising 

67% YoY. 

2. FY20 performance for the company was phenomenal with consolidated revenues rising 47% YoY 

and profits rising 90% YoY in the same period. 

3. The EBITDA margins for the company have improved by 190 bps to 6.5% in Q4FY20. 

4. PAT margins had a similar rise of 130 bps to 3.2% in the quarter. 

5. Segment-wise Q4 Revenue performance is as follows:  

1. Consumer Electronics: Up 22% YoY  (46% of current revenues) 

2. Lighting Products: Down 16% YoY  (30% of current revenues) 

3. Home appliances: Down 3% YoY  (10% of current revenues) 

4. Mobile Phones: Down 10% YoY  (7% of current revenues) 

5. Security Systems: Down 20% YoY  (6% of current revenues) 

6. Reverse Logistics: Up 84% YoY  (0.5% of current revenues) 

6. Segment-wise FY20 Revenue performance is as follows:  

1. Consumer Electronics: Up 76% YoY  (48% of current revenues) 
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2. Lighting Products: Up 24% YoY      (26% of current revenues) 

3. Home appliances: Up 6% YoY         (9% of current revenues) 

4. Mobile Phones: Up 51% YoY      (12% of current revenues) 

5. Security Systems: Up 93% YoY     (5% of current revenues) 

6. Reverse Logistics: Down 48% YoY  (0.4% of current revenues) 

7. The company has a negative net debt of Rs 13.49 Cr on 31st March ’20 vs a positive net debt of Rs 

96.92 Cr on 31st March ’19. 

8. The company has a cash position of Rs 95.66 Cr and free cash flow from operations in FY20 of Rs 

91.51 Cr. 

9. The company had a negative cash conversion cycle of 4 days. 

10. It had a ROCE of 33% and ROE of 26%. 

 

Investor Conference Call Highlights: 

1. The loss from lockdown in March was Rs 165 Cr in revenues and Rs 10 Cr in EBITDA. 

2. The company saw margin expansion in all verticals in FY20. 

3. The company has signed an MoU with MoIbio for the manufacturing of the RT-PCR test device 

which is used for COVID-19 testing. This device provides results within 55 mins of taking a swab. 

This product is approved by ICMR and commercial production is expected from August onwards. 

4. The company does not require any additional Capex for this product. The company will be using 

its DVR and security surveillance plant in Tirupati to make this product. This marks the foray of 

Dixon in the medical devices segment. 

5. The company will increase its PCBA & assembly lines to increase LED TV capacity to 4.4 million. 

This is expected to be done by Q2. 

6. The capacity utilization in the TV unit was 35% in May and is expected to be around 65% in June. 

7. In the lighting division, the company has acquired Reliance private labels as a customer. It is also 

looking to add retail chains in the EU and the USA as customers. 

8. The utilization in this unit was at 50% post lockdown. Labour availability is proving to be an issue 

in this unit. 

9. The company is confident of adding the top-loading plant in the washing machine segment in 

Tirupati. The company also closed an agreement with a large MNC in this segment recently. 

10. In the mobile phone segment, the company has reached only 70% utilization post lockdown due 

to labour constraints. Commercial production for Jio set-top boxes has started already. 

11. The company is aggressively bidding for a production linked incentive (PLI) scheme in mobile 

phone manufacturing. It has already fled its application for it. The incentive here is from 4-6%. The 

company is also receiving big traction from large global brands for both the domestic markets and 

exports. 

12. The demand for TV has not been down in the lockdown for the company as the anchor customer 

in this product segment has a huge online presence and has managed to sell big volumes in May. 

The order book for June and July is also quite strong according to the management. 

13. Sales in washing machines, on the other hand, have gone down and demand is expected to 

normalize after a few months. 

14. The company has added LG as a big customer and DishTV as a customer in set-top boxes. 

15. Around 50-60% of foreign sales liability is hedged. Thus the company had to incur forex losses 

during the lockdown. 

www.smartsyncservices.com
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
http://www.smartsyncservices.com/subscribe/


                                                                

 

                                    www.smartsyncservices.com                                   Page | 59 
 

Click here to Subscribe 

on WhatsApp  

16. The major Capex for FY21 is for capacity expansion in washing machines where Rs 45-50 Cr is 

already committed. The other one is for expansion in the TV segment which was mentioned 

earlier. The company needs this expansion on TV as it has added 3 new customers in Toshiba, 

Hisense and Nokia and also a big order from Xiaomi. 

17. The company is also looking to do Capex into automation to reduce dependence on labour. This 

will include Rs 200 Cr over 4 years. Total CapEx for FY21 will be around Rs 90-120 Cr. 

18. The management guides for margins of 8-8.5% from the lighting segment. 

19. The first order book for the RT-PCR device is of Rs 130 Cr for 1000 devices. This machine is 

expected to be in very high demand as it can be used to test 4 samples at a time and it can be used 

to test for 27 infectious diseases. 

20. The management is confident of qualifying for the PLI scheme. The incentive provided for the first 

year of the scheme is 6% of revenues. 

21. Net debt levels are expected to rise in the next 2 months due to working capital requirements and 

the company will start bringing them down after the festive season. 

22. Margins in the washing machine segment are expected to be severely impacted in Q1 due to the 

negative forex impact from sales to Samsung. But the management expects volumes to sustain 

going forward due to the addition of Voltas and Reliance private labels (Kelvinator and BPL) as 

customers in this segment. 

23. The management does not expect the margins of >10% in the lighting segment to be sustainable. 

This is because of the CAPEX to be done in automation in this segment and the increased costs 

from implementing social distancing in the production line. 

24. The company is aiming to become a complete solutions provider in the TV ODM segment and 

capture the market here is the same way as it has done in the lighting segment in the future. 

25. The company sees a lot of potential in the mobile phone segment mainly due to the addition of 

Samsung, LG, and Infocus (in-house brand of Foxconn) as customers. It is also aiming to add large 

global customers and take advantage of the PLI scheme here. 

26. The company is currently making feature phones for Samsung. It will start making smartphones 

for Samsung from July onwards. 

27. Market share of the company in various products is:  

1. LED Bulbs: 30% 

2. Light batons: 12-13% 

3. Downlighter: 7-8% 

4. Bulbs: 30-35% 

5. TV: 15% 

6. Washing Machines: 27-28% (semi-automatic) (12% Overall) 

7. Mobile Phones: 25% (excluding smartphones) 

28. In the lighting segment, the automation implementation is expected to be done in 8-9 months and 

is expected to improve productivity from 32 per man-hour to 55 per man-hour. 

29. The requirements for the PLI scheme are being a domestic company, a CAPEX of Rs 50 Cr, and 

threshold sales of Rs 500 Cr or above in the sub $200 mobile segment. Currently, Dixon is one of 

the few players in the market who can fulfill all these criteria. 

30. Apart from cost reduction exercises, the company is focussing on converting most of its fixed costs 

to the variable cost structure. 

31. The CAPEX for Q4 was higher than normal and thus FCF for 9M and FY20 turned out to be similar. 

32. The order book increase from the addition of 3 new customers on TV is expected to be around 

60,000-70,000 units per month. 
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33. The management expects all labour issues to be normalized by the end of July. 

34. The smartphone customers added recently are all for the mid to high-end category. 

35. The total mobile phone volumes can scale up to 2 million feature phones and 0.3-0.4 million 

smartphones. 

 

      

Analyst’s View: 

Dixon Technologies is one of the foremost leaders in the electronics manufacturing and outsourcing 

industry in India. The company has done well to scale up its different diverse divisions: lights, 

consumer appliances, mobiles, etc. It has also acquired many marquee customers along the way. The 

company has done well to keep up the growth momentum in its existing segment by acquiring new 

customers. It is also investing in automation of its labour-intensive lines which is a good sign of passive 

productivity increase over the long term. The company has also forayed into medical devices by 

signing an MoU with MoIbio for manufacturing of RT-PCR test device which can deliver COVID-19 test 

results in just 55 minutes. This represents a big opportunity for the company as testing for COVID019 

is expected to ramp up fast in the near future. Additionally, this device can test for 27 other infectious 

diseases which ensure that demand for the product remains steady in post COVID times. It remains to 

be seen whether the labour issue the company is facing in a specific segment will be resolved as the 

management has envisaged and what obstacles it will face that may threaten to halt its growth 

momentum. Nonetheless, given the list of marquee customers that the company has gained and 

retained over the years and its continuous efforts to expand existing capacities like consumer 

electronics and adding new product lines like disruptive medical devices, Dixon Technologies is 

cementing its place as a good growth-story in the outsourced manufacturing sector in India. 
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ENERGY 
Indian Energy Exchange  

Financial Results & Highlights 

IEX is the first and largest energy exchange in India providing a nationwide, automated trading 

platform for physical delivery of electricity, Renewable Energy Certificates, and Energy Saving 

Certificates. The exchange platform enables efficient price discovery and increases the accessibility 

and transparency of the power market in India while also enhancing the speed and efficiency of 

trade execution. In August 2016, the Exchange received ISO Certifications for quality management, 

Information security management, and environment management. The Exchange is now a publicly 

listed company with NSE and BSE. IEX is approved and regulated by the Central Electricity Regulatory 

Commission (CERC) and has been operating since 27 June 2008. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 79.4 67.8 17.11% 69.4 14.41% 297.2 294.2 1.02% 

PBT 59.1 53 11.51% 53.3 10.88% 227.8 231.7 -1.68% 

PAT 47.2 37.9 24.54% 42.3 11.58% 177.9 165 7.82% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 79.6 67.8 17.40% 69.4 14.70% 297.4 294.2 1.09% 

PBT 57.6 53 8.68% 52.7 9.30% 225.6 231.7 -2.63% 

PAT 45.6 37.9 20.32% 41.7 9.35% 175.7 165 6.48% 

 

Detailed Results: 

1. On a standalone basis, in Q4 FY’20 PAT at Rs. 47.2 crores was up 25% as compared to Rs. 37.8 

crores in Q4’19; revenue for the quarter was up 17% YoY largely on account of the increase in 

overall volumes. 

2. PAT margin at 59%, was up from 56% a year ago. 

3. Starting Q3’20, the company started consolidating results of its wholly-owned subsidiary Indian 

Gas Exchange and PAT with that inclusion was Rs. 45.6 crores during the quarter. 

4. For the full-year FY’20, on a standalone basis, the company recorded a 1% increase in revenues, 

PAT increased by 8% with a PAT margin at 60%. 

5. IEX reported a robust 40% YoY electricity volume growth in Q4 FY’20 from 9,908 MU in Q4 FY’19 

to 13,835 MU in FY’20. TAM volumes increased by 89% YoY. 

6. Distribution companies leverage attractive prices on exchange to accrue significant financial 

savings as well as supply 24*7 uninterrupted power. 

7. All set to launch Real-Time Market on June 1, 2020, and India’s first Gas Exchange soon. 

8. All India’s electricity demand bounced back in Q4 FY’20 with a 1.6% YoY growth after a decline of 

5.9% in Q3 FY’20. 
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9. From a full-year FY’20 perspective, the power sector was characterized by muted electricity 

demand growth of 1.3% YoY, due to headwinds on account of several unprecedented 

developments related to economic and industrial growth slowdown as well as weather-related 

changes. 

10. India’s total installed power capacity reached 370 GW as on March 31, 2020, with renewable 

energy comprising 24%. 

11. In line with India’s commitment to the Paris Agreement to increase the share of green energy in 

the overall energy mix, the renewable capacity grew 12% YoY in fiscal year 2020 and reached 

87GW as on March 31, 2020, whereas thermal capacity increased only 2% YoY. 

12. The southern distribution utilities continued their preference for TAM contracts. 

13. On the price front, the day-ahead market saw an overall decline in prices by 14% during Q4 

FY’20. 

14. Attractive prices helped the commercial and industrial consumers increase procurement by 41% 

during the same quarter. Including REC, total volumes increased by 29% YoY. 

15. For the full fiscal year 2020, IEX reported 3.2% YoY growth in electricity volumes. The electricity 

volumes increased from 52,189BU in FY’19 to 53,862 MU during FY’20. 

  

Investor Conference Call Highlights:  

1. On a standalone basis, in Q4 FY’20 PAT at Rs. 47.2 crores was up 25% as compared to Rs. 37.8 

crores in Q4’19; revenue for the quarter was up 17% YoY largely on account of the increase in 

overall volumes. 

2. PAT margin at 59%, was up from 56% a year ago. 

3. Starting Q3’20, the company started consolidating results of its wholly-owned subsidiary Indian 

Gas Exchange and PAT with that inclusion was Rs. 45.6 crores during the quarter. 

4. For the full-year FY’20, on a standalone basis, the company recorded a 1% increase in revenues, 

PAT increased by 8% with a PAT margin at 60%. 

5. IEX reported a robust 40% YoY electricity volume growth in Q4 FY’20 from 9,908 MU in Q4 FY’19 

to 13,835 MU in FY’20. TAM volumes increased by 89% YoY. 

6. Distribution companies leverage attractive prices on exchange to accrue significant financial 

savings as well as supply 24*7 uninterrupted power. 

7. All set to launch Real-Time Market on June 1, 2020, and India’s first Gas Exchange soon. 

8. All India’s electricity demand bounced back in Q4 FY’20 with a 1.6% YoY growth after a decline of 

5.9% in Q3 FY’20. 

9. From a full-year FY’20 perspective, the power sector was characterized by muted electricity 

demand growth of 1.3% YoY, due to headwinds on account of several unprecedented 

developments related to economic and industrial growth slowdown as well as weather-related 

changes. 

10. India’s total installed power capacity reached 370 GW as on March 31, 2020, with renewable 

energy comprising 24%. 

11. In line with India’s commitment to the Paris Agreement to increase the share of green energy in 

the overall energy mix, the renewable capacity grew 12% YoY in fiscal year 2020 and reached 

87GW as on March 31, 2020, whereas thermal capacity increased only 2% YoY. 

12. The southern distribution utilities continued their preference for TAM contracts. 

13. On the price front, the day-ahead market saw an overall decline in prices by 14% during Q4 

FY’20. 
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14. Attractive prices helped the commercial and industrial consumers increase procurement by 41% 

during the same quarter. Including REC, total volumes increased by 29% YoY. 

15. For the full fiscal year 2020, IEX reported 3.2% YoY growth in electricity volumes. The electricity 

volumes increased from 52,189BU in FY’19 to 53,862 MU during FY’20. 

 

Analyst’s View: 

IEX is the first and largest energy exchange in India providing a nationwide, automated trading 

platform for physical delivery of electricity, Renewable Energy Certificates, and Energy Saving 

Certificates. It has a very asset-light business model and a strong Balance Sheet. In the last several 

years it has done well by constantly adding new products and improving offerings for the participants 

on its platform. With the share of renewable energy rising in the total energy consumption, the future 

of IEX looks very exciting. However, it seems that competition in this sector is also increasing at a rapid 

pace. It remains to be seen how the whole COVID episode plays out to understand its impact on IEX. 

However, the company seems to have the financial muscle to tide over the disruption of COVID. It is 

still very early days in the power exchange market. However, as on the date, IEX looks like a pivotal 

player in this industry. 
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FMCG 
CCL Products  

Financial Results & Highlights 

Brief Company Introduction 

CCL Products (India) is engaged in the manufacturing of instant coffee. The Company operates through 

the Coffee and Coffee related products segment. It is engaged in the manufacture of soluble instant 

spray dried coffee powder, spray dried agglomerated/granulated coffee, freeze-dried coffee and freeze 

concentrated liquid coffee. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 245 225 8.89% 224 9.38% 957 839 14.06% 

PBT 111 61 81.97% 58 91.38% 298 179 66.48% 

PAT 96 49 95.92% 36 166.67% 239 125 91.20% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 267 263 1.52% 303 -11.88% 1144 1085 5.44% 

PBT 58 47 23.40% 69 -15.94% 225 209 7.66% 

PAT 42 35 20.00% 47 -10.64% 166 155 7.10% 

 

Detailed Results: 

1. The company had a modest quarter with sales growth of 1.5% YoY and PAT growth of 20% YoY. 

2. The FY20 figures show modest growth for the company so far this year with only 5.4% YoY revenue 

growth and 7.1% YoY profit growth. 

3. The standalone performance was phenomenal with PAT growth in excess of 90% in both Q4 and 

FY20 despite only having 9% and 14% YoY revenue growth in Q4 & FY20 respectively. 

 

Investor Conference Call Highlights: 

1. The capacity utilization at Chitoor plant has been 50-53% of which major portion came in Q3 & 

Q4. 

2. Management has stated that there wasn’t any significant revenue loss due to the lockdown in 

March since most of the required volumes had already been made and were just stuck due to a 

lack of shipping. These orders were shipped later. 

3. The management has stated that the main reason for the rise in margins is the improvement in 

product mix. 

4. The company did have production outage in April but it should be able to make up for it. But the 

management has refrained from providing any specific guidance for demand in FY21. 
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5. The India business did around Rs 90 Cr of sales and a loss of Rs 3 Cr in FY21. 

6. The branded sales of the company did suffer from lockdown. 

7. The management has stated that the manufacturing has resumed at normal levels and the 

company has had zero material impact from COVID in Vietnam. Indian operations did suffer 

initially but it has since normalized. 

8. The management has observed that indeed retail demand for instant coffee has gone up while 

wholesale demand for coffee which is mainly in offices has gone down due to COVID. But 

irrespective of COVID, the overall demand for instant coffee is widely expected to go up this year. 

9. The company has not had any order cancellations due to COVID yet but it has indeed received 

some requests for postponement of shipments due to disruptions in certain markets. 

10. In India, the company has a combined capacity of 25,000 tons while in Vietnam, it has a capacity 

of 10,000 tons. The company is adding an additional capacity of 3,500 tons to the Vietnam plant. 

This addition was to commence from Q1 but has since been delayed to Q3 due to COVID. 

11. The company is not expanding its manufacturing capacity in India. It is only increasing 

agglomeration and packing capacity. 

12. The management is confident of margin expansion as the company has delivered its highest ever 

margins despite seeing only 50% utilization in the year. 

13. The branded business in India has grown 40% YoY. The company is focussing on sales and 

distribution in the South currently due to higher demand there. Once it establishes itself there it 

will expand to the rest of the country. 

14. According to Nielsen, the company has a market share of 2%. The management feels that 

according to internal sales, their market share should be around 4-5%. 

15. The management is confident of maintaining this growth rate for branded products as the 

company is seeing a good conversion from its wet sampling exercises where they do 1 lac free 

samples each month. Another source of confidence for the company is the fact that the company 

is operating in the different segments using different blends, unlike existing players who have few 

blends which are mostly segmented by price and overall quality. 

16. Currently, branded margins are depressed mainly due to incremental expenses for gaining market 

share and promotion. The management expects these margins to rise above bulk business margins 

in the long run. 

17. The plants were running at 33% capacity in May. This is mainly due to the presence of carryover 

stocks from March due to delay in shipments and orders. 

18. Cash conversion has been generally better in FY20 as compared to FY19 according to the 

management. 

19. The Capex planned for FY21 is Rs 120 Cr in India and Rs 80 Cr in Vietnam. 

20. The management expects the current product mix to continue and the margins to sustain at 

current levels in FY21. 
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21. The capacity utilization for the Vietnam plant has been 65-70% in FY21 so far. 

22. The management expects to be spending around Rs 11-12 Cr on retail coffee business in FY21 

which was the same as in FY20. 

23. Switzerland’s unit revenue was Rs 135 Cr and PAT was at Rs 3.73 Cr for the year. 

24. Vietnam unit revenue was at Rs 268 Cr and PAT was at Rs 56 Cr for the year 

25. Around 50% of the sales volumes are going to branded players where the company supplies them 

coffee in bulk. 

26. The aforementioned Capex of Rs 120 Cr in India was mainly towards a new packing facility for 

making small packs for the company. 

27. The opportunity size of branded coffee in India was Rs 2000 Cr in FY20. Around 60% of the instant 

coffee market is in South India. 

28. The management has stated that none of its international customers want to launch in India since 

the market size is still too small for them as compared to other geographies and the fact that India 

is predominantly a tea-drinking nation. 

29. The management guides for improvement of 10-15% in EBITDA in FY21 despite 1-1.5 months of 

the plant shutdown. 

30. The company did have a negative impact of Rs 3-4 Cr in Q4 due to a reduction in the export 

incentive from 7% to 5%. The incentive booked in Q4 was Rs 7 Cr. 

31. The in-house branded sales were around Rs 55 Cr in FY21. 

32. Currently, only 6-7% of sales are from online channels. The company is offering discounts to 

expand this channel and will scale back on discounting as this channel expands. 

33. Pre-COVID, the no of direct distribution outlets for the company were around 55,000-60,000. The 

company is aiming to expand this to 75,000-80,000 outlets by the end of FY21. 

34. The total number of distribution outlets is around 6 lakh for the major rival brands. Similarly, the 

total number of potential outlets in South India is around 8-9 Lakh. 

35. The market share for Nestle & HUL in coffee is almost 50-50. 

36. The stock buildup right now is Rs 33 Cr and the EBITDA margin at cost price is 25%. 

37. The management does not expect any significant change in raw material prices in FY21. 

38. The company expects orders in the USA to almost double to 4,500 to 5,000 tons in FY21 from 

2,000 tons in FY20. These orders will be serviced from both India and Vietnam. 

39. The company is also getting into the small packs business in the USA from next month onwards. 

40. Currently, the debt for the company is at Rs 296 Cr. The company is aiming to pay up the debt by 

FY24. Roughly around Rs 76 Cr of debt repayment is to be made each year. 

41. The management is aiming for normal operations with a 10-15% growth in FY21. 
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Analyst’s View:  

CCL has already established itself in the wholesale coffee space for many years and their foray into 

branded sales through Continental Coffee label has been very encouraging. The company has had a 

decent quarter on the back of the improved product mix and improvement in margins and PAT. The 

company’s branded business is growing well and has already captured a 5% market share in South 

India according to internal estimates. The company is doing well to capitalize on its unique offerings 

and is working hard on expanding its influence. The company has had minimal impact from COVID in 

its Vietnam facility and has not been hit as hard from COVID-19 as other industries. It remains to be 

seen how the export business will pan out in the year given the logistical disruptions from COVID-19 

and whether the branded business will be able to maintain its growth momentum. Nonetheless, given 

the enormous market opportunity for the branded business in the domestic market, CCL products may 

turn out to be a dark horse in the global coffee industry in the years to come. 
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ITC  

Financial Results & Highlights 

Brief Introduction: 

ITC Limited is an Indian multinational conglomerate company headquartered in Kolkata, West 

Bengal. Established in 1910 as the 'Imperial Tobacco Company of India Limited', the company 

was renamed as the 'India Tobacco Company Limited' in 1970 and later to 'I.T.C. Limited' in 

1974. It has a diversified presence in FMCG, Hotels, Packaging, Paperboards & Specialty 

Papers and Agri-Business. It has many famous brands under its stable like Wills, Classic, Gold 

Flake, Aashirvaad, Sunfeast, Bingo, Fiama, Vivel, Classmate and many others.  

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 12176 12946 -5.95% 12997 -6.32% 49821 48269 3.22% 

PBT 4512 4954 -8.92% 5036* -10.41% 19167* 18444 3.92% 

PAT 3797 3482 9.05% 4142 -8.33% 15136 12464 21.44% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 13228 13902 -4.85% 13960 -5.24% 53991 52036 3.76% 

PBT 4743 5142 -7.76% 5049* -6.06% 20026* 19138 4.64% 

PAT 3926 3593 9.27% 4048 -3.01% 15585 12824 21.53% 

*Includes an exceptional item of Rs 132.11 Cr which represents the loss of tobacco leaf stocks 

destroyed in a fire at a third party owned warehouse. The insurance claim for this is under process. 

Detailed Results: 

1. The company had a modest quarter with a 5% consolidated revenue decline YoY and a rise of 9% 

YoY in consolidated profits. 

2. FY20 performance was decent with 4% consolidated revenue growth and 21.5% profit growth. 

The growth in profits was mainly due to fall in corporate tax rate which was instituted earlier this 

year. 

3. Free cash flow in FY20 was up 30% YoY. 

4. The Board recommended a dividend of Rs 10.15 for FY20. 

5. FMCG-Others segment grew almost 5% YoY and segment EBITDA grew 32.8% YoY. 

6. The Education and Stationery Products segment was doing well until February but was severely 

impacted in the peak month of March due to the closure of educational institutions from the 

COVID-19 lockdown. This segment grew 5% YoY in Q4. 

7. The hotel business was similarly severely impacted in March due to the closure of the company’s 

facilities. FY20 revenues grew 10% YoY while segment EBITDA grew 12 % YoY in the same period. 

8. The Agribusiness was also impacted in March from the supply chain disruptions from COVID-19. 

9. The paper & packaging segment saw modest revenue growth of 5.3% YoY in Q4 driven by higher 

in-house pulp production, enhanced operating efficiencies, and benign input costs. 
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10. The Company entered into a Share Purchase Agreement (‘SPA’) to acquire 100% of Sunrise Foods 

Private Limited (SFPL), an Indian company primarily engaged in the business of spices under the 

trademark ‘Sunrise’. 

11. ITC has been ranked #1 globally amongst peers (comprising companies with a market 

capitalization between USD 38 Bln. and USD 51 Bln.) and overall #3 globally on ESG performance 

in the Food Products industry by Sustainalytics — a renowned global ESG ratings company. ITC has 

been rated ‘AA’ by MSCI-ESG – the highest among global tobacco companies. 

12. The cigarette business was the most impacted in Q4 due to the steep increase in taxes since Feb 

2020 and the operational disruptions from the lockdown. 

13. The FMCG-Others EBITDA margins rose 160 bps to 7.1% in Q4 despite the heightened competitive 

intensity, early closure of educational institutions that impacted the Education & Stationery 

Products Business, elevated input costs, gestation costs of new products/categories and 

manufacturing facilities and impact due to disruptions following the outbreak of the pandemic. 

14. Earnings per share for FY20 was at Rs 12.33 vs Rs 10.19 a year ago. 

15. In Q4 the company launched Aashirvaad Nature’s Super Foods, a differentiated range of products 

comprising Gluten-Free Flour, Ragi Flour, and Multi-Millet Mix which are naturally gluten-free, rich 

in dietary fiber and a source of protein. 

16. In the Spices segment, the company expanded its geographical footprint to 17 states and recorded 

healthy volume growth in FY20. 

17. In the Instant Noodles category, YiPPee! noodles sustained its growth momentum and overall 

market standing as a strong, competitive #2 brand in the noodles space. 

18. Due to the demand surge for Health & Hygiene products from COVID-19, the company rapidly 

expanded manufacturing capacity manifold and enhanced availability of the ‘Savlon’ antiseptic 

liquid, soap, handwash, hand sanitizer, and ‘Fiama’ handwash products in the market. The newly 

setup perfume manufacturing plant at Manpura, Himachal Pradesh was re-purposed in quick time 

to manufacture hand sanitizers and service increased demand. 

19. The company also launched ‘Savlon Surface Disinfectant Spray’ and ‘Savlon Hexa’ hand sanitizing 

liquid for quick and persistent action. 

20. The manufacturing facilities in staples category (atta, biscuits, and noodles) has returned back to 

100 % utilization. 

21. Other FMCG categories and Paperboards and Packaging are operating at 80-85% of normal levels. 

22. The company developed and launched many products during the lockdown such as the Savlon 

Disinfectant Spray, Savlon Hexa with added protection, Savlon Wipes, Nimwash, B-natural Plus 

range of Immunity beverages, Home and Family Packs of some of the company’s trusted brands, 

etc. 

23. The company has also tied up with various companies like Dominos, Swiggy, Zomato, Dunzo, 

Amway, etc for the last-mile delivery of its products. 

24. The company is also introducing innovations like ‘ITC Store on Wheels’ to ensure direct reach to 

consumers in residential agglomerations. It is also increasing availability in e-commerce platforms 

including the ITC eStore. 
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Analyst’s View: 

ITC has been one of the biggest conglomerates in the history of modern India. The company has done 

well to diversify into other FMCG segments and build many leading brands like Aashirvaad, Bingo, etc. 

The company has seen a modest performance in the current quarter with severe disruption in its 

FMCG-Cigarettes and the Hotels business due to the lockdown. The company is doing well in 

maintaining a leadership position in many of its brands. The company has shown resilient growth in 

its FMCG segment despite the supply chain constraints brought on by COVID-19.  IT has also done well 

to expand the manufacturing capability of Savlon Brand and to capitalize on the demand surge for 

Health & Hygiene products by introducing two new products under the Savlon brand. It remains to be 

seen how the company will restructure its vast supply chain structure to function efficiently in the post 

COVID world and whether there are any more disruptions in the future from COVID-19. Nonetheless, 

given its history of building and maintaining durable brands, its leadership in various operating 

segments, and its mammoth cash-generating ability, ITC remains a critical stock to watch for any 

investor interested in the themes of FMCG and consumption. 
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Jyothy Labs  

Financial Results & Highlights 

Introduction 

Jyothy Laboratories Ltd is a Mumbai-based fast-moving consumer goods company founded in 1983. It 

has 6 business divisions namely Fabric Care (Ujala -. market leader), Household Insecticide (Maxo), 

Utensil Cleaners (Exo), Fragrances, Personal Care (Margo) and Fabric Care Service. Ujala, Maxo, Exo, 

Jeeva and Maya are some of the brands it owns under these divisions. The company is the largest 

player in the fabric whitener space in India with a market share of 72%. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 387 516 -25.00% 413 -6.30% 1685 1797 -6.23% 

PBT 20 71 -71.83% 44 -54.55% 166 228 -27.19% 

PAT 26* 67 -61.19% 43 -39.53% 158 193 -18.13% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 398 528 -24.62% 426 -6.57% 1731 1841 -5.98% 

PBT 23 74 -68.92% 49 -53.06% 182 243 -25.10% 

PAT 27** 67 -59.70% 45 -40.00% 163 198 -17.68% 

*Contains tax credit of Rs 6.4 Cr  

**Contains tax credit of Rs 3.4 Cr  

 

Detailed Results: 

1. Standalone and Consolidated quarterly revenues were down 25% (volume down by 22.1%) 

2. The gross margin for the quarter improved slightly from 45.2% last year to 45.7%. 

3. Operating EBITDA at 10.3% (Rs 40.6 Cr) Vs 15.8% (Rs 81.3 Cr) in the same period last year. 

4. PAT at Rs 26.6 cr as against Rs 66.8 cr, down by 59.7%. 

5. FY20 numbers were as follows.  

1. Revenues decline of 6% YoY (volumes down by 4.4%). 

2. Operating EBITDA at 14.7% (Rs 251.1 Cr) Vs 15.5% (Rs 281.8 Cr) in the same period last 

year. 

3. PAT at Rs 136 cr as against Rs 130.8 cr, up by 4%. 

6. The sales decline in 2020 so far was exacerbated by the loss of sales in late March which is time 

for good sales for insect repellants. 

7. The impact of COVID on sales was estimated to be Rs 150 Cr and Rs 50 Cr of pre-tax profit. 

8. Despite volumes being muted in almost all categories, market share across all brands continue to 

remain intact. 

9. Category wise break-up of FY20 Revenue Growth:  

1. Fabric Care: down 3% 
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2. Dishwashing: down 3.5% 

3. Household Insecticides: down 19.1% 

4. Personal Care: down 6% 

5. Laundry Services: up 2.5% 

10. The company launched Margo’s hand wash and hand sanitizer post COVID. 

 

Investor Conference Call highlights: 

1. The company back to 80% of pre-COVID production levels currently. 

2. The company has launched a mobile app called DISTIMAN which is used to facilitate direct orders 

from retailers to distributors. 

3. The company has also partnered up with Jumbotail, Udaan, Dunzo, Zomato, and Swiggy for 

alternate distribution and direct reach to customers. 

4. The company is seeing demand growth in low unit packs of Rs 5 and Rs 10 across all brands. Thus 

it has ramped up manufacturing and distribution of these products. 

5. The company is maintaining a strict business regime and providing no additional credit and is 

focusing on secondary sales. 

6. The biggest impact of the lockdown was on the household insecticides and personal care 

segments. 

7. The category wise business share is:  

o Fabric Care: 40% 

o Dishwash: 30% 

o Household insecticides: 16% 

o Personal Care: 8% 

8. The company sponsored the regional KBC in Kerala to enhance the visibility of Henko in the state. 

9. The management does not expect any production-related issues to persist going forward. 

10. The company expects good growth going forward due to the renewed focus on healthcare and 

hygiene and the fact that 85% of the company’s portfolio is related to health and hygiene. 

11. The management expects FY21 EBITDA margins to be around 15-16% on account of low oil prices 

which accounts for 40-50% of the company’s RM costs. 

12. The company has been very fast to return to manufacturing as most of the workforce for them is 

local and their factories have all been located out of the red zones. Thus the company was able to 

come back quickly. 

13. The company was also able to develop the Margo hand sanitizer in 21 days which also stands as a 

testament to the company’s robust R&D and supply chain. 

14. The management believes that household insecticides is one category that should go up as people 

become more health-conscious as a result of COVID-19. 

15. Exo and Margo have been the best performing brands for the company so far in FY21. 

16. The management admits that rural recovery has been much faster than urban recovery. 

17. Around 85-90% of the company’s distributors are back and 50-60% of outlets are open now. 

18. The company will be cautious with capex in FY21 and will hold on to its land bank. It will only sell 

for the right price and will not be desperate to offload this asset without much return. 

19. The effective tax rate for the next 2 years is expected to be 15% as the company continues to run 

down its MAT. 

20. The management is not concerned about the drop in Q4 mainly as it does not expect any major 

change in market share for its products across all categories. 
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21. The management expects the post-wash segment to remain steady going forward and recover by 

the end of the year. 

22. The increased demand for small packs not only helps consolidate market share for the company 

but also brings margin appreciation. There have been a 15-20% increase in sales volumes in small 

packs in the relevant market for the company. On average margin on these packs is estimated to 

be 25%. 

23. The management is definitely looking to expand T-Shine to other southern states but is still some 

ways from a national launch. 

24. The management expects good growth from Exo as it is the first antibacterial dish soap in the 

country. 

25. The direct reach of the company is currently at 8.5 million outlets. 

26. The promoter share in Jyothy labs has fallen from 67% to 62%. The promoters had earlier pledged 

some share and they sold off 4% to remove that pledge. The remaining pledge is of Rs 60 odd Cr. 

27. The management has admitted that the company will not make any additional capex in JFSL going 

forward. The laundry business has been hit hard by the pandemic and the company is now looking 

for a strategic partner to take it forward. 

28. The company continues to pay royalties on Pril and Fa to Henkel as these are global brands. 

29. The management expects 10-11% category growth in Household insecticides in FY21. 

30. Around 50-70% of Household insecticides category sales are from coils. 

      

Analyst’s View: 

Jyothy Labs is a consistent performer in the FMCG segment in India. They have successfully carved out 

a niche for themselves and have established themselves as market leaders in the fabric care and 

dishwashing segment. The performance of the company was dismal in this quarter due to industry 

disruption and the lockdown. The company has done well to be able to come back fast and resume 

production much faster than many of its peers. It has also showcased its R&D capability by launching 

Margo hand sanitizer in just 21 days. The company still faces the big issue of an impending decline in 

the post-wash segment which is the company’s biggest earner. It remains to be seen how the company 

will fare in the tough economic environment ahead and whether it will be able to capitalize on the 

renewed focus on health and hygiene through its product offerings. Nonetheless, given the renewed 

focus on health and hygiene going forward and the company’s good distribution reach and resilient 

product portfolio, Jyothy Labs may turn out to be a pivotal FMCG stock to watch out for. 
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KRBL  

Financial Results & Highlights  

Brief Company Introduction 

KRBL is the world’s leading basmati rice producer and has fully integrated operations in every aspect 

of basmati value chain, right from seed development, contact farming, procurement of paddy, 

storage, processing, packaging, branding and marketing. It is also the owner of the famous basmati 

rice brand INDIA GATE. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1072 1199 -10.65% 1334 -19.64% 4521 4134 9.35% 

PBT 201 196 2.93% 212 -4.81% 759 733 3.47% 

PAT 150 137 9.71% 159 -5.72% 559 503 11.16% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1072 1200 -10.65% 1334 -19.62% 4522 4136 9.33% 

PBT 201 197 1.82% 211 -4.92% 758 733 3.35% 

PAT 150 139 8.05% 159 -5.86% 558 503 10.97% 

 

Detailed Results: 

1. The company had a modest quarter with an 11% decline in consolidated revenues and a 2% rise 

in PBT at a consolidated level. 

2. PAT rose 8% YoY mainly on account of the new reduced tax regime. 

3. FY20 numbers were good for the company with a 9% rise in revenue and an 11% rise in profits 

for the year. 

4. The borrowings for the company went down drastically from Rs 1428 Cr in Q4FY19 to Rs 496 Cr 

in Q4FY20. 

5. The revenue distribution in Q4 & FY20 are as follows:  

1. India: (Q4 51.82% vs 47.56% last year) (FY20 51.05% vs 51.25% last year) 

2. Export: (Q4 46.23% vs 50.6% last year) (FY20 46.32% vs 45.63% last year) 

3. Energy: (Q4 1.95% vs 1.84% last year) (FY20 2.62% vs 3.12% last year) 

6. ROCE for the company improved to 22.72% in FY20 vs 19.32% last year. 

7. Book value per share increased to Rs 132 in FY20 vs Rs 115 in FY19. 

8. Net debt to equity was reduced to 0.14 in FY20 from 0.52 in FY19. 

9. The debt for the company keeps changing and follows a wave pattern with the bottom at H1 

each year. 

10. Most of the debt for the company is in the form of working capital, which starts rising with the 

commencement of procurement of paddy in H2 every year. But the company is working to lower 

the highs of each new wave by financing the working capital through internal cash generation. 
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Investor Conference Call Details: 

1. The inventory level for the company stood at Rs 2852 Cr. 

2. The company had to shut down operations for only 3-4 days during the lockdown as it gained 

permission from the government as a food industry participant. 

3. The company associated with Swiggy and Zomato for doorstep delivery of its products. 

4. The management remains optimistic about reaching revenues of Rs 8000 Cr in the next 4-5 years. 

5. The challenge that the company is facing currently is the fall in breakbulk cargo per day from 5000 

tons to 800-900 tons per day. Thus the loading and shipping times are getting stretched. 

6. Export orders are going well and the company has been able to overcome all issues regarding 

logistics and packing that they faced at the start of the lockdown. 

7. The company expects to make shipments for the equivalent of 5 months in the next 2-3 months 

which should bring in strong momentum. 

8. In the domestic sales for the company around 30% is from institutional buyers in the catering 

industry. The customers from this segment are expected to start buying in the next 30-60 days. 

9. The management is expecting a volume growth of 5-10% in FY21. 

10. The management is aiming to make the company debt-free for at least 6-7 months of each year. 

Currently, it is debt-free for only 2 months. 

11. The management expects the company to make investments in regional rice and investments in 

inventory in the next 2-3 years. 

12. The company is looking at the premium market only at the current moment. The potential market 

size is expected to be around 40000-50000 tons. 

13. In terms of e-commerce players, Big Basket and Grofers contribute the most to the company sales. 

14. The management has assured that there should not be any shortage in the export destinations of 

the company in the Middle East since most of the distributors there keep stock of up to a year 

which is sufficient to cover till exports normalize. So these sellers are expected to be selling old 

stock all the way till October at least. 

15. The main area where the company has lost sales is in the domestic catering industry which is 

expected to be around 30% of domestic sales in Q1. 

16. The company is indeed moving forward with demerging the power generating segment and will 

not be selling it outright to bidders. 

17. The average realization per kg for exports is expected to be stable at around Rs 90. 

18. All of the domestic sales are branded while in exports 75% is branded and 25% is private label. 

Thus in total, 85-90% sales are branded while the rest 10-15% is private label. 

19. The company will not be looking into a buyback since all the cash generated is expected to be used 

in inventory to reduce the inventory loans. 

20. The average procurement price for paddy is Rs 28934 per ton and for rice, it is Rs 48021 per ton. 

21. The average realization overall is expected to be around Rs 68. 

22. The management has indicated that to reach revenues of Rs 8000 Cr the company has to have at 

least Rs 4000 Cr in inventory. 

23. The incremental cash profit generated by the company in FY20 was Rs 630 Cr. 

24. The company is targeting Rs 5000 Cr in revenues in FY21. 

25. The management maintains that the company remains focused on maintaining its market share 

and profit margins in the USA and will not compromise on its margins to chase volumes. 

26. The company is not keen on expanding business from Iran as the payment process remains 

problematic and opaque. 
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27. The company is carrying around 427000 tons of paddy and 314000 tons of rice in inventory. 

28. The management has stated that the main reason for the drop in paddy prices is excess supply in 

the market due to increased acreage. 

29. The management has no doubt about the pricing power of the company since basmati is a niche 

product. 

30. The market share of India Gate in the USA is around 10%. 

31. The company now exports to 280 countries. It exports in private label only in Iraq and Iran. 

32. The company has more than 100,000 acres of land under contract farming. 

33. The new law changes regarding APMC fees is expected to increase the company’s bottom line by 

Rs 20-25 Cr. 

34. The management has stated that the reason for EBITDA margin appreciation in Q4 was that 100% 

of all sales were branded and no private-label business was done in the quarter. 

35. The overall negative impact from COVID-19 in Q4 was around Rs 100-150 Cr in revenues. 

 

Analyst Views: 

KRBL is one of the biggest sellers of basmati rice in the world. It has built up a long-standing legacy of 

more than 120 years and enhanced it using modern technology to make the process from grain to 

pack as efficiently as possible. The company has done well in FY20 despite the setback in Q4 from 

COVID-19. The only major loss to the company in Q4 was from loss of domestic orders while export 

orders merely got delayed. The company is doing well to reduce its dependence on working capital 

loans and to develop into regional rice and other avenues. It remains to be seen how the company will 

evolve to the new packing and shipping norms due to COVID-19 and whether this will prove to be a 

stumbling block in its way to its target of annual revenues of Rs 8000 Cr. Nonetheless, given the 

company’s long-standing brand image, its resilient operations and export structure and its focus on 

maintaining its strengths and developing new avenues, KRBL may turn out to be a prime wealth 

creator in the next few years. 
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Marico 

Financial Results & Highlights 

Brief Company Introduction 

Marico Limited is one of India's leading consumer goods companies providing consumer products and 

services in the areas of health, beauty and wellness. With its headquarters in Mumbai, Maharashtra, 

India, Marico is present in over 25 countries across emerging markets of Asia and Africa. It owns 

brands in categories of hair care, skin care, edible oils, health foods, male grooming, and fabric care. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1293 1387 -6.78% 1510 -14.37% 6161 6272 -1.77% 

PBT 284 285 -0.35% 328 -13.41% 1258 1183 6.34% 

PAT 227 429* -47.09% 269 -15.61% 1006 1129* -10.89% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1528 1637 -6.66% 1853 -17.54% 7439 7437 0.03% 

PBT 252 270 -6.67% 358 -29.61% 1374 1257 9.31% 

PAT 199 403* -50.62% 276 -27.90% 1043 1131* -7.78% 

* Contains negative tax adjustments of Rs 188 Cr. 

Detailed Results: 

1. Consolidated revenues declined 7% YoY for Q4 and were flat for the year. 

2. EBITDA margins were up 58 bps YoY at 18.9% for Q4 and 200 bps YoY at 20.1% for FY20. 

3. PAT for Q4 declined 0.3% YoY disregarding the above-mentioned tax adjustment in Q4FY19. 

4. In Q4, sales volumes were down 3% YoY for domestic operations while total volumes were 

down 4% YoY. 

5. In FY20, sales volumes were up 1% YoY for domestic operations while total volumes were up 

3% YoY. 

6. The company had sales of largely Saffola Oils and foods portfolio in the last week of March. 

7. The company saw stress in personal care categories before the onset of COVID-19. It also saw 

demand uptick in food and allied categories during the same period. 

8. In international business, MENA (the Middle East & North Africa) & South Africa saw sharp 

drops (50% & 25% respectively in cc terms) while Bangladesh and Vietnam remained positive 

(6% & 1% respectively in cc terms) for the company in FY20. 

9. In Parachute Rigids, volumes fell 8% YoY but the brand managed to increase market share by 

250 bps to 62% in Q4. 

10. In value-added oils, volumes declined 11% YoY but the segment maintained its market share 

of 35% in Q4. 

11. Saffola Edible Oils saw good volume growth of 25% YoY with market share at 76% in Q4. 
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12. The food portfolio saw growth of 22% in value terms which was led by the oats portfolio which 

increased value market share by 354 bps YoY to 33% in Q4. 

13. Premium Hair nourishment & male grooming portfolio fell 19% and 9% in volumes mainly due 

to fall in demand during the lockdown period. 

14. Ad & promo spending for Q4 was at 8.4% of sales which is down 109 bps YoY. 

15. In raw materials, the prices of copra remained flat YoY. Rice bran oil prices were up 7% YoY, 

liquid paraffin prices were down 3% YoY & HDPE prices were down 15% YoY. 

16. In sales 7 distributions, the company reached a milestone of 5.1 million retail outlets with 

direct distribution to 0.9 million outlets. The company also has a rural reach of 58000 villages. 

17. The company also joined up with Zomato & Swiggy to use their platforms to provide direct 

delivery of its products to customers. 

18. In FY20, urban & rural sales fell 8% & 3% YoY respectively in volumes terms. Rural contributed 

to 31% of total sales. Modern trade grew 27% YoY while e-commerce grew 43% YoY. 

19. The international revenue breakup is: 

1. Bangladesh: 49% 

2. SE Asia: 26% 

3. MENA: 12% 

4. South Africa: 7% 

5. Others: 6% 

20. The company improved its ROCE in FY20 by 40 bps to 42.4%. The debt to equity was 

maintained at 0.11 times. 

21. The net surplus for the company was at Rs 607 Cr. after a gross debt of Rs 340 Cr. 

 

Investor Conference Call Details: 

1. The management is observing resilience in the mass market brands for the company with the 

majority of the declines in volumes coming from the premium segments. It believes that given the 

company’s strong presence in the bottom of the pyramid segment in the personal care sector, the 

company will be able to achieve good sales growth post-COVID-19 as customers go for more value 

saving products. 

2. The company is also well placed to capitalize on the health foods wave especially with its oats 

portfolio. 

3. The company will scale down investment in declining categories and channel its resources towards 

the core and emerging categories both through traditional sales channels and e-commerce. 

4. The management is confident of recovery in MENA and growth in Bangladesh and Vietnam in 

FY21. 

5. The company will continue to boost promotions in digital platforms to promote e-commerce sales 

which accounts for 5% of total sales currently. The management will also look into furthering the 

new channel mechanism of using food delivery platforms for sales and distribution even after the 

COVID-19 situation gets resolved. 

6. The management expects the prices of copra prices to go down due to an increase in the supply 

of coconuts from the reduced sales due to the lockdown. 
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7. The management expects to use its learnings from developing personal care products in India to 

grow its business in Bangladesh, especially for the hair oils business. 

8. The management expects the non-parachute component of hair oils to be 40% in the next 2 years. 

It is currently at 30% and it was 10% at the start 2 years ago. 

9. The company expects Bangladesh GDP to remain subdued this year and it will aim to maintain 

volumes and gain market share. 

10. The management believes that the key in bottom categories is reducing costs and passing on the 

reduction to enhance the value proposition of the company’s products. 

11. The management aims to drive market share by passing on all cost reductions to customers and 

by driving rural distribution for the company. 

12. The management expects the wholesale channels to remain subdued and direct distribution and 

Kirana shops to gain in the year. 

13. The company is looking at ad & promo spending of 100 bps in terms of sales. 

14. In the food business, the company believes that the high-end health foods segment should not 

suffer and should see better pickup from its customer segment given the increasing focus on 

health and wellbeing. 

15. The management is expecting a drop in category growth in almost all its businesses and it aims to 

maintain volume growth and gain market share in all categories. 

16. The company will aim to drive sales of large packs of Saffola instead of small packs as home 

cooking has boomed due to the lockdown and COVID-19. The management also stated that 

productivity in making large packs is greater than making small packs. 

17. The company is not seeing panic buying and pantry loading since the start of the lockdown and 

customers continue to buy large packs to prevent shortage at home sand reduce physical 

transactions as much as possible. 

18. The input costs have been volatile but the management does not expect them to vary greatly. 

19. The management believes that disposable income will not be affected as significantly in rural areas 

as in urban areas. The keys to success in rural areas will be the direct distribution and value 

proposition. 

20. The management sees 3 structural changes coming in which are the revival of Kirana stores, rise 

of e-commerce for modern trade players, and significant change in urban order taking/filling 

mechanism. Another large expected change is the sale of premium personal care products 

through chemist shops. 

21. The capacity utilization is around 75%-80% before the lockdown. 

22. The food portfolio had sales of Rs 200 Cr for FY20. 

23. The company has also provided support to distributors like credit extension, COVID insurance, 

one-month cash support to the distributor sales force, etc in light of the current COVID-19 

disruption. 
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24. The management states that it does not see much drop in the premium problem-solving solutions 

category in the mid and premium personal care segments. 

25. The management has admitted that beyond the stockist level, the visibility of activities on the 

ground is limited currently. The outlets should be working at 50-60% capacity. 

26. The management has good expectations form the Fittify portfolio but it will take some time for 

this product segment to establish its niche in the market. 

27. The credit cycle should come back to normalized levels once the COVID-19 situation goes away. 

28. The management has also clarified that e-commerce receivable days are just a little bit longer 

than those of modern trade channels. 

29. The last pricing action the company took was on Parachute in Jan-Feb. 

 

Analyst’s View: 

Marico is one of India’s leading FMCG companies with many market-leading brands like Saffola and 

Parachute. The company has done well to maintain volume growth in its core Saffola brand and is 

showing encouraging performance in the food category. The company has seen a decline in volumes 

in its hair oil categories but has maintained or gained market share in its specific categories 

highlighting good brand resilience. In light of the COVID-19 disruption, the company has done well to 

develop alternative distribution channels for its products through Zomato and Swiggy. The company’s 

focus on enhancing the value proposition of its products and its push for rural expansion and 

consolidation should reap a lot of benefits in the near future. It remains to be seen how long the 

COVID-19 situation lasts and what second-order effects it has on the company and general consumer 

behavior. Nonetheless, given the company’s solid standing in core categories of cooking and hair oils 

and its robust distribution network, Marico looks like a pivotal FMCG stock to watch out for. 
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Tata Consumer Products  

Financial Results & Highlights  

Brief Company Introduction 

Tata Consumer Products Limited (formerly Tata Global Beverages) is an Indian multinational non-

alcoholic beverages company headquartered in Kolkata, West Bengal, India and a subsidiary of the 

Tata Group. It is the world's second-largest manufacturer and distributor of tea and a major producer 

of coffee.  

Tata Consumer Products markets tea under the major brands Tata Tea, Tetley and Good Earth Teas. 

Tata Tea is the biggest-selling tea brand in India, Tetley is the biggest-selling tea brand in Canada and 

the second-biggest-selling in United Kingdom and United States. 

In 2012, the company ventured into the Indian cafe market in a 50/50 joint venture with Starbucks 

Coffee Company. The coffee shops branded as "Starbucks Coffee - A Tata Alliance" source coffee beans 

from Tata Coffee, a subsidiary company of Tata Consumer Products. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1352 1488 -9.14% 811 66.71% 5808 3612 60.80% 

PBT 96 74 29.73% 194 -50.52% 729 576 26.56% 

PAT 71 53 33.96% 143 -50.35% 524 411 27.49% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 2427 1811 34.01% 2522 -3.77% 9749 7409 31.58% 

PBT -17* 153 -111.11% 264 -106.44% 809* 735 10.07% 

PAT -50 94 -153.19% 189 -126.46% 535 474 12.87% 

*Contains exceptional item of Rs 264 Cr which mainly consists of impairment of goodwill related to 

business in Australia and tea business in USA. It also contains some business integration and 

reorganization costs after the merger with the consumer products division of Tata Chemicals. 

Detailed Results: 

1. The consolidated performance was modest on a like to like basis with 4% YoY growth in revenue 

for FY20 and 6% YoY growth for Q4 revenues. 

2. Most of the numbers above may not be exactly comparable as the numbers of Q4Fy19 did not 

have the performance of the consumer products businesses of Tata Chemicals which were merged 

later. 

3. Excluding the performance of the newly added foods business, the company saw growth in 

consolidated EBITDA of 29% YoY for Q4 and 12% YoY for FY20. This was mainly due to an increase 

in profitability in various international businesses. 

4. The consolidated EBITDA margin improved to 13% in Q4FY20 from 9.9% last year. 
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5. The India Beverages business showed a growth of 7% YoY in FY20 while the India Foods business 

grew 12% YoY in FY20. 

6. International beverages saw flat revenue growth for FY20. 

7. The company declared a final dividend for the year of Rs 2.7 per share. 

8. In the India Beverages business, the company saw volume and value growth of 7% YoY in FY20. 

The company tied up with Flipkart, Zomato, Swiggy, and Dominoes for delivery of all of its products 

in this division. 

9. The company also launched Tata Tea Gold and Tata Tea Premium in the UK and Europe. 

10. The India Foods division saw volume and value growth of 3% YoY and 12% YoY respectively for 

FY20. The company saw a significant increase in demand for salt and pulses during the lockdown 

period. 

11. The Tata Coffee division saw volume and value growth of 14% YoY and 19% YoY respectively with 

highest-ever quarterly sales of 1050 tons from the Vietnam facility. This Vietnam plant is now 

running at greater than 80% utilization. 

12. In the Starbucks JV, the company saw 21% YoY revenue growth in FY20. The company launched 

39 new stores in the year and >10% growth in transactions YoY. 

13. The UK tea business saw revenue growth of only 1% YoY but it maintained its market share of 

21.3% in the everyday black tea segment. 

14. The USA business saw 5% YoY growth in volumes and the volumes share of Eight O’ Clock Coffee 

was at 7.4%. 

15. In Canada, the company saw revenue growth of 6% YoY in FY20 and it maintained its market share 

at 28.9%. 

 

Investor Conference Call Highlights 

1. The management has stated that there is a market opportunity of Rs 30 Lakh Crore for Tata 

Consumer Products in the consumption story in India. 

2. The company has seen a decline in commodity costs especially in tea due to large oversupply from 

small tea growers. Even Kenyan tea and Robusta coffee prices have declined in the year. 

3. In international businesses, the company has seen a 20-25% jump in the consumption of retail 

brands while it has seen a sharp decline in B2B businesses in Australia and the USA since the start 

of COVID-19. The management expects demand to normalize and contract slowly going forward. 

4. In Tata Starbucks, the company had shut down all stores since the start of the lockdown and has 

opened only 30 stores for delivery only operations. 

5. The company saw 30% of revenues in the Tata Starbucks JV being generated from the loyalty 

program called My Starbucks Rewards which highlights the growing strength of the brand. 

6. In the UK, the company saw significant demand growth in teabag sales since the start of COVID-

19 and were running their factories even during the weekends to meet the demand. 

7. The company has a net cash position of Rs 1321 Cr and at a gross basis, it has cash of more than 

Rs 2500 Cr. 
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8. The new CEO has highlighted that the immediate priority for the company will be to ensure full 

operational effectiveness as the lockdown ends. Other than this, the management will work on 4 

pillars: organizational structure, sales & development, synergies and growth categories. 

9. The management believes that the main strength that the company has while developing the New 

brand of Tata Sampann is the conversion of customers from unbranded products to branded 

products in the F&B industry. Tata Sampann is in pulses and spices which is still dominated by 

unbranded products in terms of consumption figures in the country. The management hopes to 

be able to replicate the same success it is having in converting unbranded tea consumers to 

branded tea consumers into this new consumption category for the company. 

10. Major advantages for the company are the conversion of unbranded consumers to branded 

consumers, the shift in overall consumer behaviour and the adoption of non-traditional channels 

like online grocery shopping. This shift is expected to be further accelerated due to the current 

lockdown. 

11. The management has admitted that the company has struggled with logistical issues in 

distributing Tata Salt at the start of the lockdown and it has ramped up production while managing 

to bring its operations close to normal. 

12. The management is expecting synergies of Rs 150 Cr in the next 18 to 24-month period. Most of 

these synergies are cost synergies. 

13. The management admits the return ratios for the company will remain subdued for a while as 

long as the integration takes place but overall it should go up once the company starts to see 

growth coming in and costs reducing as a consequence of the completed integration. 

14. The management has refrained from providing any specific guidance on EBITDA margin or ROE 

targets but it remains confident that these ratios should rise from current levels going forward 

and should reach the industry benchmark in the medium term. 

15. The management has admitted that the company is indeed renegotiating many existing rental 

agreements for its existing Starbucks outlets and is aiming to make it a revenue linked model 

rather a fixed model. The management has stated that most of the owners are amenable to this 

suggestion. 

16. Other than the major brands of Tata Tea and Tata Sampann, the company is also looking into other 

packaged beverage formats like health drinks and will be seeing it play out once the lockdown is 

over. 

17. The management has stated that the company will maintain low Capex intensity and will keep the 

current model for spices and pulses asset-light by working with 2 co-packers. 

18. The company has reached a coverage of 2-2.5 million outlets (an increment of 400,000-500,000) 

after the merger. 

19. The management will explore how to proceed forward with Tata Coffee and whether to enter the 

retail space with it or maintain operating primarily in the B2B space which is working very well for 

the company till now. 
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Analyst’s View: 

Tata Consumer Products has a very good product portfolio in diverse F&B segments and strong brands 

like Tata Tea under its umbrella. The company has also appointed a new CEO who has had a lot of 

experience in the F&B industry in India with major brands like Whirlpool, PepsiCo, Coca Cola, etc. The 

newly merged entity of Tata Consumer Products aims to leverage the synergies and brand building 

experiences of the company and new CEO to forge a new FMCG major in India. The company’s retail 

businesses have been doing well despite the disruption across the world from COVID-19. The company 

did face severe supply chain issues at the start of the lockdown period and has managed to resolve 

them now. It remains to be seen how the company’s wholesale businesses which have the worst hit 

from COVID-19 fare going forward. Nonetheless, given the company’s lead position in its top brand 

segments, its enhanced distribution reach after the merger and the incoming synergies and benefits 

from integration, Tata Consumer Products remains a good FMCG stock to watch out for.    
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Varun Beverages  

Financial Results & Highlights 

Introduction 

VBL are the second largest franchisee in the world (outside US) of carbonated soft drinks (“CSDs”) and 

non-carbonated beverages (“NCBs”) sold under trademarks owned by PepsiCo and a key player in the 

beverage industry. They produce and distribute a wide range of CSDs, as well as a large selection of 

NCBs, including packaged drinking water. PepsiCo CSD brands sold include Pepsi, Diet Pepsi, Seven-

Up, Mirinda Orange, Mirinda Lemon, Mountain Dew, Seven-Up Nimbooz Masala Soda, Evervess Soda, 

Sting and Gatorade. PepsiCo NCB brands sold by the company include Tropicana (100%, Essentials & 

Delight), Tropicana Slice, Tropicana Frutz, Seven-Up Nimbooz and Quaker Oat Milk as well as packaged 

drinking water under the brand Aquafina.           

Standalone Financials (In Crs) 

  Mar CY21 Mar CY20 YoY % Dec CY20 QoQ % 

Sales 1344.2 1000 34.42% 894.7 50.24% 

PBT 5 77 -93.51% -78.8 106.35% 

PAT 76.9 55.4 38.81% -54 242.41% 

Consolidated Financials (In Crs) 

  Mar CY21 Mar CY20 YoY % Dec CY20 QoQ % 

Sales 1724.5 1382 24.78% 1275.5 35.20% 

PBT 7.8 62.5 -87.52% -64.2 112.15% 

PAT 60 40 50.00% -53.95 211.21% 

  *contains an exceptional item of Rs 66.5 Cr for impairment of certain plant &  

    equipment 

  **Contains negative tax expenses of Rs 71.8 Cr 

  *** Contains negative tax expenses of Rs 52.2 Cr 

Detailed Results: 

1. The current quarter was very good for the company with 25% YoY growth in consolidated 

revenues. 

2. Consolidated Profits were excellent with over 50% YoY growth. 

3. The company saw an EBITDA growth of 24% YoY and volume growth of 26% YoY in the quarter. 

4. Organic volume growth in India declined by 13.7% due to disruption caused by COVID-19 in the 

last 10 days of March. The company saw organic volume growth 14% and 42% in Jan and Feb 

respectively. 

5. A consolidated organic volume decline of 9.3%. Realization per case came down 2.3% due to lower 

sales realization in Zimbabwe in USD terms. 

6. CSD accounted for 67%, Juices 7%, and packaged water was 26% of total sales volumes. 

7. EBITDA margins improved by 11 bps YoY as savings in material costs were offset by higher fixed 

costs amid low sales in the last 10 days of March. 
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8. Depreciation increased 36.4% YoY due to the consolidation of the South and West India sub-

territories. 

9. Finance costs also rose 47.3% YoY as the acquisition of the South and West India territories was 

funded through debt. 

10. The company reported exceptional items of Rs 66.5 Cr which represents provision for impairment 

in the value of certain plant and equipment, glass bottles & plastic shells. 

 

Investor Conference Call Highlights: 

1. The management has stated that the company is focusing on preserving the interests of all 

stakeholders and shoring up cash flows for the disruptive times ahead. 

2. The company has built up an additional stock of inventory in March in anticipation of disruption 

in industrial and manufacturing activities. 

3. The management is confident of good growth post the lockdown period. 

4. The management has mentioned that the plant shutdown was only till 20th April and operations 

with reduced shifts have started in all manufacturing facilities for the company. 

5. The company is witnessing good demand as sales are going up for the company in April. 

6. The company has less than 10% of sales from institutional clients, all of which have gone to 0. 

7. The management has stated that margins should suffer in the coming quarter mainly due to high 

fixed costs and low volumes on account of the lockdown. 

8. The company had gross debt of Rs 3200 Cr on 31st March 2020 and a cash credit line of around Rs 

476 Cr. 

9. The management has mentioned that the distribution network is working well outside of red 

zones and the company is seeing demand rising in these areas. The management has also stated 

that its distributors are not facing any big issues that would require monetary or financial 

assistance from the company. 

10. The management believes that its distributors have adequate inventory and they shouldn’t face 

any shortages. 

11. The management is confident of maintaining EBITDA margins by offsetting the impact of fall in 

savings with cost savings initiatives. 

12. The management states that a lot of the sales of packaged water is from institutional clients which 

are mostly used in gatherings. This is expected to stay down in the coming quarter and thus affect 

product mix accordingly. 

13. Rural markets are comparatively open as compared to urban markets. Thus volumes from rural 

areas are marginally higher than urban areas. In normal times, rural sales are 30% of total sales. 

Semi-urban areas account for another 30% while urban areas account for 40%. 

14. The EBITDA per case should go up as discounting has gone down due to the supply crunch. 

15. The company has not lost any distributors to poaching from competitors. 
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16. The company does not carry an inventory of more than 30 days and thus there shouldn’t be any 

problems with overstocking or understocking at current inventory levels. 

17. The management does not feel that the company’s products should face any demand slowdown 

due to economic damage to the country. This is because its products are in the small ticket 

discretionary item which is low on the list of things to cut down in economic slowdowns. 

18. The management believes that post lockdown, the company shouldn’t face any challenge in 

logistics, and volumes should return as normalcy returns to different territories. 

19. In FY20, 30-40% of total consumption was from on the go sales. 

20. The company sold 114 million cases in the quarter out of which 94 million was sold domestically 

while the rest was international. 

21. The management has mentioned that around 60% of employee costs are for permanent 

employees and the rest is for temporary and contractual workers. 

Analyst Views: 

Varun Beverages have been one of the biggest bottlers in India and has been quite proactive in 

international expansion for some time now. The company has seen good growth in the quarter with 

good organic volumes growth in Jan and Feb. The lockdown has hit the company’s sales hard but 

demand seems to have stayed resilient as sales volumes have been rising since the opening of sales 

since 20th April. The company has indeed been hit hard with low sales volumes for more than a month 

into its peak season. But the rising sales patterns are expected to continue as more and more areas 

come out of lockdown. It remains to be seen whether there is a further economic disruption in the 

future from COVID-19 which may have severe second-order effects on the company’s performance. 

Nonetheless, given the resilient sales network, the rising demand for the company’s products, and the 

arrival of the peak season for the beverages industry, Varun Beverages is a good consumption stock 

to watch out for at present.  However, as it is a capital intensive business, the current pandemic can 

put a strain on the Balance Sheet which is already laden with debt. The valuation at current levels does 

not give any margin of safety at the moment. 
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HEALTHCARE & PHARMA 
Cadila Healthcare  

Financial Results & Highlights  

Brief Introduction: 

Cadila Healthcare Ltd (Zydus Cadila) is an Indian pharmaceutical company headquartered 

at Ahmedabad in Gujarat state of western India. The company is one of the leading pharmaceutical 

companies in India, with INR 119.05 Billion revenue (2018). It is a manufacturer of generic drugs. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 2212 1570 40.89% 1741 27.05% 7197 6597 9.10% 

PBT 693* 296 134.12% 223 210.76% 1558* 1741 -10.51% 

PAT 606 230 163.48% 193 213.99% 1354 1440 -5.97% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 3796 3771 0.66% 3658 3.77% 14367 13367 7.48% 

PBT 522* 606 -13.86% 457 14.22% 1495** 2382 -37.24% 

PAT 414 479 -13.57% 364 13.74% 1176 1852 -36.50% 

*Includes an exceptional item of Rs 52 Cr. 

**Includes an exceptional item of Rs 364 Cr. 

Detailed Results: 

1. Consolidated revenues were flat with only 0.66% YoY growth. Profit has fallen 13.6% YoY in Q4. 

2. FY20 performance followed a similar pattern with revenues rising 7.5% YoY while profits fell 36.5% 

YoY. 

3. The EBITDA for the quarter was up 13% QoQ. 

4. The company also filed 30 ANDAs in FY20 bringing the current total to 390. The company also got 

28 new product approvals from USFDA in the year. 

5. In India, the company has launched an oral anti-diabetic agent Vinglyn and Vinglyn M. The 

company has stated that Vinglyn is one of the most affordable brands of Vildagliptin for diabetic 

patients in India. 

6. The company has received approval for Saroglitazar Mg in Non-alcoholic Steatohepatitis from the 

Drug Controller General of India. It has been approved for use in India to treat diabetic 

dyslipidemia and hypertriglyceridemia in patients with type-2 diabetes not controlled by statins 

alone. The drug also received approval to treat Type2 Diabetes Mellitus in India. 

7. The company got marketing approval from DGCI for a Hepatitis B vaccine. The company 

completed Phase I clinical trials for Inactivated Hepatitis A Vaccine while Phase I clinical trials for 

its Recombinant Hepatitis E Vaccine is currently in progress. 
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8. The company received marketing approval for Twinrab from DGCI. It is a novel biologic to be used 

in combination with rabies vaccine for rabies post-exposure prophylaxis. 

9. The company is working on a DNA vaccine for COVID-19. 

10. The company recently signed a non-exclusive licensing agreement with Gilead Sciences Inc., for 

the manufacturing and marketing of Remdesivir, the investigational drug, in 127 countries. 

Investor Conference Call Highlights 

1. Excluding the impact of COVID-19-related disruptions, consolidated revenues would have grown 

by 10% on a quarter-on-quarter basis. Consolidated EBITDA grew to INR 7.91 billion, up 13% on a 

sequential basis, adding a delta of INR 935 million over the previous quarter. 

2. EBITDA margins improved by 190 bps QoQ to 21.1%. 

3. Indian revenues grew 6% YoY and excluding the COVID impact it was expected to grow 11% YoY. 

4. US generics business grew 5% QoQ and the Rest of the World business grew 6% YoY. 

5. FY20 EBITDA margin stood at 19.5%. 

6. Excluding the impact of COVID-related disruptions, the company’s branded business would have 

grown by 11% during Q4 and by 10% during the year. 

7. The company’s gynec portfolio grew by 12.5% vs the market growth of 6.1%. 

8. The GI, gastrointestinal, portfolio registered a growth of 8.6% vs market growth of 7.9%, while the 

growth in the pain management portfolio was 12.4% vs market growth of 9.3%. 

9. The company’s pillar brands had sales of Rs 50 Cr each and they now account for 32% of branded 

formulations. These pillar brands grew 9% YoY while midsized brands which account for 24% of 

branded formulations grew 14% YoY. 

10. Zydus Wellness grew 22% YoY in revenues in Q4 and 115% YoY in FY20. This was mainly due to the 

completed end-to-end integration of the acquired business of Heinz India Private Limited. 

11. Excluding COVID-19 impact, animal health business should have grown 16% YoY in Q4 and 5% YoY 

in FY20. 

12. The USA accounted for 45% of consolidated sales for the company. 

13. Desidustat is also being evaluated in moderate COVID patients as it increases hemoglobin oxygen-

carrying capacity. 

14. In February 2020, the company out-licensed the rights of Desidustat in China to CMS, China 

Medical Systems. This deal provides the company access to markets in Greater China, Mainland 

China, Hong Kong Special Administrative Region, Macau Special Administrative Region, and 

Taiwan, which have a significant number of CKD patients. 

15. Cadila has also received approval from DCGI to initiate a Phase I clinical trial for a new molecule, 

ZYBK2, and another investigational drug for treating rheumatoid arthritis. 

16. The company has 7 biosimilar products under early development. 

17. In Russia, the company is expecting approval of 2 key products by the 2020 end. 
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18. The company is expecting volumes form the USA to go up resulting in better gross margins going 

forward. 

19. The company also saw a net debt reduction of Rs 400 Cr in Q4FY20. 

20. The company is targeting a net debt reduction of Rs 800-1000 Cr in FY21. 

21. The revenue contribution of mass products is 55% of India sales while specialty products 

contribute to 45% of sales. 

22. The salesforce proportion is 60-65% to mass products and 35-40% to specialty products. 

23. The company is expecting to approach the FDA for phase III trials for Saroglitazar in the USA. 

24. The management maintains that R&D costs will remain at 7-8% of revenues. Half of R&D goes into 

U.S. formulations and the rest goes to biological vaccines and NCE. 

25. The company has a good pipeline of vaccines with major peaks or good commercialization and 

value creation expected to happen in the year ’22, ’23. 

26. The revenues from biologics for FY20 were at Rs 278 Cr and vaccine revenues were at Rs 50 Cr. 

27. Capex for FY21 is expected to be around Rs 600-799 Cr and 80-85% is expected to be used for 

expansion of existing facilities and setting up newer facilities, mainly for the U.S. market. The rest 

of 10-15% will be maintenance Capex. 

28. The company will be able to start selling its version of Remdesivir from July end or August. 

29. The company has almost 40% market share in hydroxychloroquine in the USA. It has also done 

institutional sales for the drug to the Indian government of around Rs 8 Cr. 

30. Capacity utilization levels for the company have remained stable at pre-COVID levels. 

31. The company produced almost 20 tons of HCQ in Q1FY21. 

32. The company is focussing mainly on India and emerging markets for biologics. The company 

expects to have 12-15 products on this division by 2023 generating sales of Rs 150-250 Cr. 

33. The main reason for not pursuing biologics in the USA and the EU is that the risks and development 

costs in these regions for biologics are very high. 

34. The management expects to have almost 50 launches in injectables in the next 3 years. 

 

 

 

 

 

Analyst’s View: 
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Zydus Cadila is one of the leading pharmaceutical and wellness product makers in the country. The 

company has done well to maintain good growth in both India branded business and the US generic 

business, both of which are the biggest revenue generators for the company. The integration of Heinz 

into Zydus has progressed well so far and has helped the company generate good revenues from the 

corresponding segment. The company has also benefitted from the rush for HCQ from COVID-19 and 

has done well to form an agreement to make and sell Remdesivir in India. It remains to be seen what 

the future holds for the pharma industry with the race to COVID-19 vaccine intensifying. The company 

also has FDA audits pending which can prove to be a downer if any negatives observations are made 

during this audit. Nonetheless, given the strong positioning of the company in various pharma and 

consumer product categories and its ever-increasing specialty product portfolio, Zydus Cadila is an 

important stock to watch out for every pharma investor. 
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Cupid Limited 

Financial Results & Highlights 

Introduction 

Cupid is engaged in business of dealing, marketing and manufacture of rubber contraceptives and 

allied prophylactic products. It is the first company in the world to obtain Pre-qualification status from 

WHO/UNFPA for supply of both Male & Female condoms. It currently exports to more than 65 

countries worldwide. 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 42.7 37.4 14.17% 43.6 -2.06% 164.6 87.9 87.26% 

PBT 13.9 6.3 120.63% 13.1 6.11% 52.7 20.9 152.15% 

PAT 10.4 4.4 136.36% 10.2 1.96% 39.8 15.2 161.84% 

 

Detailed Results: 

1. The current quarter was good with revenue growth of 14% YoY and profit growth of 1.36 times 

YoY. 

2. FY20 performance of the company was phenomenal with revenues and profits rising 87% and 

161% YoY respectively. 

3. The company’s total order book as of 31st March 2020 consists of Rs 136 Cr which includes Rs 88 

Cr of confirmed orders and Rs 72 Cr in the pipeline. 

4. The EBITDA margin for Q4 rose to 35.8% vs 18.6% a year ago. EBITDA margin for FY20 also 

improved to 34.6% from 27% a year ago. 

5. Geographical sales breakup was 91% in exports and 9% domestic in FY20. In Q4 the sales breakup 

was 86% -exports and 14% domestic. 

6. A final dividend of Rs 3.5 per share was declared and paid out in Q4. 

7. Product-wise revenue breakup in Q4 is as follows:  

1. Male Condoms: 31% 

2. Female Condoms: 68% 

3. WBJ & Hand Sanitizers: 1% 

8. Product-wise revenue breakup in FY20 is as follows:  

1. Male Condoms: 39% 

2. Female Condoms: 59% 

3. WBJ & Hand Sanitizers: 2% 

9. Capacity utilization during the year was 86% and 92% for the Male and Female Condom 

production respectively. 

10. In FY20, the company was successful to achieve the largest single order valued at ₹120 Cr from 

Brazil to supply Female Condoms. This was the company’s first entry into the expanding Brazil 

market. 
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Analyst’s View: 

Cupid is a leading condom maker in India. It is also one of the only 3 WHO-approved female condom 

manufacturers in the world. It exports its products to over 80 countries around the world now. The 

company has done well in the past one year to bag international orders and this trend has continued 

in the current quarter as well where it delivered FY20 revenue growth of 87% YoY and profit growth 

of 1.6 times. The company seems to be well placed with a strong order book ensuring revenues of 

more than Rs 40 Cr each quarter for the next 3 quarters. The company has yet to face any direct 

disruption from COVID-19 other than the disruption to shipping during the lockdown period. It 

remains to be seen how the COVID-19 situation pans out and whether it will have a direct impact on 

the condom industry or not. Nonetheless, given the company’s long history of innovation and 

expertise in this field and the consistently high sales growth, Cupid is a good small-cap stock to watch 

for. 
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Hester Biosciences  

Financial Results & Highlights  

Brief Company Introduction 

Hester Biosciences Limited (HBL) is a publicly traded Indian company headquartered in Ahmedabad, 

Gujarat, India. Hester is an animal and poultry vaccines manufacturing Company with plants situated 

in Gujarat and Nepal. The company currently has a 30% share of the poultry vaccines market in the 

country. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 41.7 50.3 -17.10% 44.8 -6.92% 172.3 174.3 -1.15% 

PBT 6.5 16.0 -59.38% 10.6 -38.68% 41.2 59.8 -31.10% 

PAT 5.0 12.4 -59.68% 7.7 -35.06% 31.2 43.8 -28.77% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 48.4 55.5 -12.79% 51.0 -5.10% 189.6 185.3 2.32% 

PBT 6.2 17.7 -64.97% 14.9 -58.39% 41.3 56.9 -27.42% 

PAT 4.8 14.1 -65.96% 11.9 -59.66% 31.0 40.7 -23.83% 

 

Detailed Results: 

1. The company had a dismal quarter with 13% decline in consolidated revenues and a 65% fall in 

PBT at a consolidated level. 

2. PAT fell 66% YoY. 

3. The EBITDA margin was down 13.86% YoY to 24.79% in the current quarter while the net profit 

margin fell 13.27% YoY to 12.08%. Roe has reduced to 9.85% in Q4FY20 from 27.59% a year ago. 

4. The revenue growth in Q4 for the various segments is:  

1. Poultry Healthcare: Down 15% YoY 

2. Animal Healthcare: Up 4% YoY 

3. Other: Down 39% YoY 

5. The poultry healthcare still remains the biggest contributor at 73% contribution to revenues. 

6. The poultry health division declined 5% YoY for FY20. The division was directly impacted due to 

the poultry industry which remained in a recessionary condition throughout the year. 

7. In Animal Healthcare, the trade business grew 6% YoY in FY20 but purchases by various state 

governments got delayed which resulted in lower revenues than expected. 

8. Exports grew by 63% in FY20. 

9. The company has set up a Manufacturing Science & Technology Division to focus on 

implementing innovation and best practices and solutions for vaccine manufacturing. One of the 

objectives of this division is to work on the improvisation of production yields and performances 

of the vaccines in the field. 
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10. The National Animal Disease Control Program of the Government of India is expected to be 

implemented for the Brucella vaccine (which was supposed to have been started from Feb 

2020). Hester is one of the two suppliers for this vaccine. 

11. Hester Nepal saw phenomenal YoY revenue growth of 88% for Q4. FY20 revenues for this unit 

rose 109% YoY. 

12. Profit from Hester Nepal for Q4 grew 113% YoY bringing the total profit for the year to Rs 3.93 Cr 

which is the first year of profit for Hester Nepal. 

13. The Texas Lifesciences unit also saw a YoY revenue growth of 57.6% in Q4 and 53.3% in FY20. 

14. Hester Tanzania had a good quarter with sales of Rs 69.5 Lacs. Total Sales for the unit in FY20 

was Rs 2.78 Cr vs Rs 23.4 Lacs in FY19. 

15. The company has announced a dividend of Rs 6.6 per share. 

 

Investor Conference Call Details: 

1. The management stated that the poor performance in Q4 was mainly due to the crash in the 

poultry industry which was hit hard by the rumours of COVID-19 transmission through livestock. 

2. The tenders for animal health vaccines were again delayed but the company has indeed received 

an allocation for Brucella. These orders for Brucella vaccines are expected to come in the next few 

months. 

3. The company managed to hold on to its market share of 35% in the poultry vaccine market. 

4. The company expects exports to double in FY21 as all disruptions in shipping and logistics due to 

COVID-19 get resolved. 

5. The company has started the registration process into Tanzania, Uganda, Kenya and other 

neighbouring countries through a common registration. The company expects this to be done in 

the next year. 

6. The company has made a big shipment to Hester Tanzania of the PPR vaccine and expects sales to 

commence in the next 60 days. 

7. The management has stated that the company will be able to come out with a COVID-19 vaccine 

by the end of 2021 at the earliest. 

8. Although the home consumption of poultry has taken a minor blip, the major damage to the 

overall demand for poultry has come from the catering industry which accounts for roughly 505 

of overall demand. 

9. The management expects feed manufacturers to recover in 4-5 months’ time. 

10. The management has reassured that despite the spike in inventory, there isn’t any danger of losses 

from expired inventory at hand. 

11. The company is seeing good potential in the poultry segment for West and East India and on the 

livestock segment in North and South India. 

12. PPR procurement remains at the hands of individual states while Brucella and FMD procurement 

has shifted to the centre. 

13. In Hester Nepal, 90% of sales are from exports while the remaining 10% is from domestic sales. 

14. The company will not expand its sales team currently and will focus on consolidating the expanded 

team and bring in operational efficiency before looking to add on to it. 

15. The management has admitted that even with the size of large integrators like Godrej and Venky’s 

increasing through integrating small farmers, the market for the company is still the same as long 

as the volume of poultry on the ground does not go down. 

www.smartsyncservices.com
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
http://www.smartsyncservices.com/subscribe/


                                                                

 

                                    www.smartsyncservices.com                                   Page | 96 
 

Click here to Subscribe 

on WhatsApp  

16. The management has stated that the core competency required to make human vaccines is not 

too different from animal vaccines and Hester is already using the Paramyxovirus virus, which is 

ordinarily used for poultry vaccines, as a platform to develop its COVID-19 vaccine. 

17. The company will be proceeding cautiously in expanding the team in Africa. It will set up 

distributors who at a later date will be integrated back into the company directly. This is how it 

went ahead in Tanzania and now the exclusive distributor for the country is part of the company. 

18. The company is not expecting much debtor defaults in India and bad debt so far has been limited 

to 0.6%. 

19. In R&D, the company is currently developing diagnostic kits for poultry. It is also looking to develop 

a thermotolerant PPR vaccine as well a nasal mechanism for delivery of PPR vaccine. In poultry, 

the company is looking to combine a Newcastle and a Gumboro vaccine into a 2in1 shot. 

20. In Hester Africa, the company is looking to develop 16 types of different vaccines which are for 

Africa only. 

21. The company already has a few products which it has not registered yet in Africa since the markets 

are too small for these products. Once the markets expand, the company can register and start 

selling these as well. 

22. In Poultry, the company has a full range of vaccines and is mainly working on improving production 

efficiency and other operational details. 

23. The management expects the Brucella tender to be almost Rs 100 Cr per year and PPR to be Rs 

12-15 Cr per year. 

24. The management has stated that the company can easily double the capacity in Hester Nepal with 

any new land acquisition and with only an investment of Rs 5 Cr into plant and machinery. Overall 

the company has enough plot to increase capacity up to 4-5 times. 

25. The market size for FMD in India is expected to be Rs 1000 Cr. There 3 main competitors in this 

space which are Indian Immunologicals, Brilliant and Biovet. 

26. The management expects exports to overtake domestic sales in at least 2-3 years. 

27. In FY20, the sales from Brucella tender were around Rs 4-5 Cr while sales from PPR tender were 

less than Rs 10 Cr. 

 

Analyst Views: 

Hester Biosciences has been a darling of small-cap picks in the recent past. The company has had a 

tough time this year with the recession in the poultry industry and delays in the animal vaccine 

tenders. The growth of their international units has been very good and has helped shore up most of 

the shortfall in the domestic market. The management has done well to clearly identify the growth 

path ahead for the different vaccine divisions for the company and for foraying into the human vaccine 

with a potential COVID-19 vaccine in collaboration with IIT Guwahati. It remains to be seen how long 

the slowdown in the domestic poultry market continues and whether the industry will bounce back 

as soon as the company expects. Nonetheless, given their excellent technical expertise and the future 

potential of its international operations and its foray into human vaccines, Hester Biosciences remains 

a good small-cap stock to watch out for. 
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INSURANCE 
HDFC Life  

Financial Results & Highlights 

Brief Company Introduction 

HDFC Life (HDFC Life Insurance Company Ltd.) is a long-term life insurance provider with its 

headquarters in Mumbai, offering individual and group insurance. 

It is a joint venture between Housing Development Finance Corporation Ltd (HDFC), one of India's 

leading housing finance institution and Standard Life Aberdeen PLC, leading well known provider of 

financial savings & investments services in the United Kingdom.  

HDFC Life has about 414 branches and presence in 980+ cities and towns in India. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 418.64 14375 -97.09% 11649 -96.41% 29261 38437 -23.87% 

PBT 284.47 345.28 -17.61% 263.61 7.91% 1312 1290 1.71% 

PAT 311.71 364 -14.37% 250.24 24.56% 1295 1277 1.41% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 430 14379 -97.01% 11649 -96.31% 29282 38443 -23.83% 

PBT 284.41 346 -17.80% 264.5 7.53% 1314 1291 1.78% 

PAT 312 365 -14.52% 251 24.30% 1297 1278 1.49% 

 

Detailed Results: 

1. The company saw an income decline of 97% YoY in Q4 periods. PAT grew 14% YoY in the same 

period. 

2. This fall in income is mainly due to the impairment in investments due to the recent fall in Indian 

equity markets. 

3. There was a 25% growth in the value of New Business (VNB). 

4. Individual WRP (Weighted received premium) and APE (Annualized Premium Equivalent) grew 

19% & 18% YoY while Total APE also grew by 18% YoY. 

5. The new business premium grew 15% YoY. The new business Margin was at 25.9% while operating 

return on embedded value was at 18.1%. 

6. There was also a 22% YoY growth in Protection APE. 

7. Total AUM and Net Worth grew 1% and 24% YoY respectively in the year. 

8. Indian Embedded Value grew 13% YoY. 

9. The company maintained a solvency ratio of 184%. 
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10. In the individual insurance market, the company increased its market share by 170 bps to 14.2%. 

It also maintained a leading market share of 29% in the group segment. 

11. The overall market share for the company was at 21.5%. 

12. As of 31st March 2020, the AUM was at Rs 1.3 Lac Cr and had a 71:29 debt to equity mix. 96% of 

debt investments were in G-Sec and AAA-rated bonds. 

13. The total no of lives insured rose 19% YoY to 6.1 Cr in FY20. 

14. The operating expense to the total premium ratio was maintained at 13.1%. 

15. Claims settlement ratio was at 99.1% in FY20. 

 

Investor Conference Call Highlights 

1. The management expects demand for insurance products particularly life insurance emerging 

stronger from the pandemic. 

2. The adoption of the digital channel has seen an increase of 67% during the lockdown period while 

usage across WhatsApp and other messaging mediums has increased by 70%. 

3. The company has settled 3000 maturity claims, 300 death claims, 21000 annuity payouts, and 

95000 transactions in the first 15 days of the lockdown. 

4. The drop in interest rates in FY20 led to lower EV unwind. This drop along with strengthened 

persistency and mortality reduced operating return on embedded value by 200 bps to 18.1%. 

5. The company has also created a COVID-19 provision in view of increased mortality during the time 

of the pandemic. 

6. New business was offset by robust back-book surplus which grew 17% overall. 

7. The company has received board approval to raise tier 2 capital via subordinated debt. This is to 

provide an additional cushion against further market volatility. 

8. The company has not declared any dividend to conserve capital according to the directive by 

IRDAI. 

9. The share of proprietary channels has grown to 36% from 32% a year ago. 

10. The broker channel grew 1.5 times to Rs 500 Crs APE. 

11. The company has a total of 70 distribution partners with more than 40 in the new ecosystem 

space. 

12. The savings business grew 18% while the protection business grew 22% in FY20. 

13. Protection accounted for 27.6% of the new business premiums and 17.2% on a weighted basis. 

14. Individual term protection was 7.6% of individual APE and it grew 33% YoY. 

15. 13th-month persistency improved from 84% to 88% while 61st-month persistency has improved 

from 51% to 54% for the individual business. 

16. The management is seeing online channels growing for the company since the lockdown started 

as traditional channels have declined in the same period. The company is also seeing smaller ticket 

sizes emerging. 

17. The company is also getting lots of inquiries on group term insurance from many employers. The 

management has stated that it shouldn’t be focussed only on COVID-19 and should be more 

focussed on the overall protection of employees. 

18. There hasn’t been any reduction in the annuity business. 

19. ULIP business has been declining for a while and this latest disruption has deepened this fall. 

20. The management has clarified that the company is willing to take on little additional dollar 

sensitivity in return for cash flow matching. 
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21. The company has provisions to provide loans to policyholders if there are at least 2-3 months of 

premiums paid and some current value has been formed up. This is mainly for people who are in 

doubt and want to continue their policies but do not have any certainty on immediate cash 

inflows. The loan does not have any minimum tenure and the customer can pay it back as soon as 

the cash flow situation gets resolved. This is not applicable to ULIPs any longer. 

22. The management has clarified that the rate of interest for the above-mentioned loan is lower than 

the market rate for personal loans. 

23. There is under-penetration in the health insurance sector. It is very less compared to many 

emerging economies. Thus it is a big opportunity for the company. 

24. It is a board directive that the company needs to be thinking of capital raise once the solvency 

reaches near 170%. The recent fall in equity markets puts further strain on solvency and thus the 

management made the decision to go for the fundraise. Another reason behind the fundraising is 

that the management wanted the company to have enough spare capital to ramp up operations 

once recovery begins post-COVID-19. 

25. The company won’t be aggressively pricing its products as it would needlessly increase strain on 

risk. The company will maintain competitive pricing which should not affect margins too much. 

26. The company has set up a COVID-19 reserve of around 4500 lives. 

27. The lower ticket size is mostly in the savings schemes and not on the protection schemes. 

28. The reinsurance premium has risen mainly due to the company writing off the protection business. 

29. The loss from investments is mainly due to the lower mark to market of the company existing 

portfolio which has fallen due to the 26% fall in Indian equity markets. 

30. Due to the fall in the tax rate, the company’s new business operating variance has fallen by 0.2-

0.3%. 

31. The company hedges its portfolio in various ways and is not solely dependent on credit life. 

32. The management has clarified that product mix is not the only source of margin improvement in 

the near future and there are various ways like channel improvement and others that can be used 

to achieve this improvement. 

33. Operating variance is mainly consisting of persistency variance, mortality, and expense variance. 

The company is mostly positive in all of these metrics. The total operating variance adds up to Rs 

150 Crs. 

34. The management has decided to strengthen its core assumptions mainly due to the uncertainties 

arising from the current COVID-19 problem. 

35. The breakup of the costs is as follows:  

1. Employee Costs: 26% 

2. Variable costs from distributors and new business sales: 50% 

3. Volume related costs: 7% 

4. Fixed Costs: 12% 

36. 60-65% of costs are variable in nature. 

37. In the next 3-5 years, growth is primarily expected to come from the company’s balanced product 

mix and from differentiated products. Other new areas that can be big in the future are group 

health insurance and pension products. 

38. There are also enough cross-sell opportunities that the company does not need to concentrate 

too much on expanding the customer base. 

39. The loss from COVID-19 to new business and renewal premium is around Rs 1000 Crs. 

40. The management has stated that the company will be exiting some of its credit life partnerships 

and it should be margin accretive because the exits are to be with entities that are loss-making. 
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41. In the existing customer base, individuals have an average of 1.3 policies, and each family of an 

average of 4 members has an average of 3.7 policies. 

42. On average, the last 2 weeks of March contribute around 8-10% of yearly income. This is the figure 

that has been directly affected due to the lockdown. On the industry level, around 6-7% of yearly 

revenues have been affected. 

 

 

Analyst’s View: 

HDFC Life is one of the front runners in the life insurance industry in India. The company has gone 

from strength to strength and maintained a good balance of new business and existing business while 

consistently growing over the years. The company has seen a big fall in investment income due to the 

fall in the investment portfolio from the fall in Indian equity markets. The company has undergone 

rigorous stress testing to ensure that even in these tough conditions, the company is able to deliver. 

It remains to be seen whether the situation ahead unfolds within the company’s expectations or 

whether we may see more uncertainty arising from COVID-19. Nonetheless, given the company’s 

market positioning, its dynamic product portfolio, and its emphasis on the development of non-

traditional channels, HDFC Life remains a pivotal insurance stock in the country. 
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ICICI Prudential Life 

Financial Results & Highlights 

Brief Company Introduction 

ICICI Prudential Life Insurance Co. carries on business of providing life insurance, pensions and health 

insurance products to individuals and groups. Riders providing additional benefits are offered under 

some of these products. The business is conducted in participating, non-participating and unit linked 

lines of businesses. These products are distributed through individual agents, corporate agents, banks, 

brokers, the Companys proprietary sales force and the Company website.  

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales -7648 16054 -147.64% 12947 -159.07% 21940 41400 -47.00% 

PBT 172 278 -38.13% 304 -43.42% 1069 1163 -8.08% 

PAT 179 261 -31.42% 302 -40.73% 1069 1141 -6.31% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales -7648 16054 -147.64% 12947 -159.07% 21940 41400 -47.00% 

PBT 171 278 -38.49% 303 -43.56% 1067 1161 -8.10% 

PAT 179 261 -31.42% 302 -40.73% 1067 1139 -6.32% 

 

Detailed Results: 

1. The company saw an income decline of 148% YoY in Q4 periods. PAT fell 31% YoY in the same 

period. 

2. This fall in income is mainly due to the impairment in investments due to the recent fall in Indian 

equity markets. 

3. There was a 20.9% growth in the Value of New Business (VNP). 

4. APE (Annualized Premium Equivalent) fell 5.4% YoY in FY20. The savings portion fell 11.5% YoY to 

Rs 62.65 billion while the protection segment grew 54.6% YoY to Rs 11.16 billion. 

5. The new business premium grew by 20.4% YoY. The new business Margin was at 21.7%. 

6. Total AUM declined 4.6% YoY in the FY20. 

7. The Embedded Value grew 6.5% YoY to Rs 230.3 billion. 

8. The company maintained a solvency ratio of 194%. 

9. As of 31st March 2020, the AUM was at Rs 1,529 billion and had a 60:40 debt to equity mix. 93.9% 

of debt investments were in AAA-rated bonds. 
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10. The cost to the TWRP ratio declined by 110 bps to 10.4% in FY20. 

11. Expense ratio excluding commission increased 100 bps to 10.3% in FY20. 

12. The company reported improvement in persistency across all time periods with 13-month figures 

improving to 84.6% vs 83.2% a year ago. 49th-month persistency reduced slightly to 63.8% vs 

64.6% a year ago. 

13. The return on embedded value declined 5% YoY to 15.2% in FY20. 

 

Investor Conference Call Highlights 

1. The company has filed for a revised protection product with the regulator and has instituted the 

pricing change based on the change in underlying mortality. This change is expected to expand 

the target market for the product. 

2. The management has emphasized that the company’s balance sheet is resilient enough to 

withstand much more severe system shocks than the one driven by COVID-19. The company is 

confident of maintaining solvency and liquidity at current levels despite future uncertainty. 

3. It has been observed in the past that due to under penetration of the insurance industry, even 

when natural catastrophes have resulted in extensive loss of life, the claims from the company’s 

existing customer base has been negligible. Even then the company shall hold additional reserves 

for excess potential COVID-19 claims. 

4. The company has seen digital interactions with customers rise dramatically since the lockdown 

started. Daily chatbot interactions have increased 42% while Whatsapp interactions have 

increased 61% and mobile app logins have increased by 94%. 

5. The company’s claims settlement ratio stands 98%. The average time taken for claim settlement 

has improved to 1.6 days in Fy20 from 2.3 days in FY19. 

6. The management has stated that the improvement in the VNB margin has been mainly due to the 

change in the effective tax rate of dividend income. 

7. Around 74% of VNB is coming from the emerging businesses of protection and non-linked savings. 

8. ICICI Bank remains the most significant distributor for the company with 46% of total company 

APE coming from this channel in FY20. 

9. The management has admitted that ULIP shall remain subdued in the near future and VNB for 

Q1FY21 will also remain subdued. 

10. The management remains optimistic of its medium-term goal of doubling FY19 VNB in 3-4 years. 

11. The company added 23,000 new agents in FY20 to its sales force. More than half of the agency 

business has been from non-linked savings and protection products. 

12. The bancassurance channel also saw good growth in both the above-mentioned products. 

Protection APE for this channel grew 137% YoY while the annuity business grew 70% YoY in FY20. 

13. The partnership distribution channel also saw a significant focus on the same products with almost 

80% of all businesses form this channel coming in the protection and non-linked savings 

businesses. 

14. The credit life segment also grew 50% YoY with an APE of Rs 2.35 billion in FY20. It contributed to 

16% of total protection APE in FY20. 

15. The management has admitted that first-year premiums for ULIP have been on a declining trend 

for the past few years because of sentiment and market conditions. The management has decided 

to focus on expanding VNB on absolute terms and drive this by improving product mix. As ULIP is 
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the lowest margin product for the company, greater focus will be applied to developing products 

from other categories. The protection category remains the primary focus area here for the 

management and the company going ahead. Retail protection is expected to be the driver in this 

area. 

16. The management is confident of maintaining a VNB growth rate of 19% to 25% despite the COVID-

19 situation and the economic damage caused by it and the lockdown. 

17. The management is confident that the demand for the protection products both in the individual 

and group categories shall rise post-COVID-19. 

18. The management has disclosed that it has zero NPAs in its balance sheet right now. 

19. The management has clarified that the company has not launched any COVID-19 specific products 

but its default protection product does cover death by COVID-19. The change due to COVID-19 in 

the protection product that the company is instituting is in the medical underwriting process. 

20. The management has clarified that the ticket size for the protection product has almost doubled 

mainly because of the launch of the limited pay option where the policyholder has the option of 

shortening the pay period. This was well received and exercised by many customers. This was 

especially exercised by self-employed customers which are almost 75%- 80% of the customer set. 

21. The management has clarified that the growth in the number of policies may appear subdued due 

to a variety of factors including the rise of group cover policies where a large group of people has 

been covered by a single policy. Thus the number of policies should not be taken as a proxy for 

the number of lives covered. 

22. The management maintains that maintaining a high level of persistence is one of the paramount 

objectives whenever the company is making any product or designing any sales process. 

23. The company is mainly seeing fraud cases in less than Rs 50 lacs of the sum assured category. One 

of the ways to prevent large fraud is to allow only an appropriate amount of cover based on 

underwriting considering the income level of the person covered. The company is also using 

various data repositories from the credit bureau, insurance information bureau to apply analytics 

to identify suspicious fraud patterns. 

24. The management has stated that the reason for the introduction of the limited pay was essentially 

customer-driven. 

25. The management has stated that the company has indeed pushed for cost management to keep 

fixed costs as low as possible in current uncertain times. Thus discretionary expenses like sales 

rewards and new recruitment have been put on hold. 

26. The management has clarified that the starting point for the price increase is the price increases 

has been the increasing prices demanded by reinsurers. The company is committed to passing on 

all such price increases to maintain its margins and thus have had to increase prices of final 

products accordingly. The management is confident that due to industry under penetration, price 

increases should not adversely affect demand. 

27. The company has seen a YoY increase in inquiries for protection products in April while ULIPs have 

declined YoY in the month. 

28. The company conducts background checks and data gathering for customers with sum assured of 

Rs 50 Lacs to 1 Cr. Above this amount, the company does a telemedical interview of the customer 

with a doctor depending on the specific customer. Beyond Rs 2 Cr which is typically for more 

affluent customers, actual medical tests are required for underwriting. 

29. Right now, around 25.7% of protection APE is from retail policies while the rest is from group 

policies. 
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30. The management has stated that currently the surrender rate has been drastically reduced 

because no one wants to surrender in the current time of low market prices for equity markets. 

31. The company has seen persistency remain almost unaffected from the COVID-19 disruption. 

Furthermore, it has also seen persistency in protection products increase after COVID-19 

appeared. 

32. The VNB margin for protection has fallen from 109% in FY19 to 86% in FY20. This is mainly because 

of the rise of limited pay products in this category which has a smaller margin compared to regular 

pay keeping in mind that both options have the same absolute VNB. Another reason for the fall is 

the fall in benchmark interest rates in the past year. 

33. The management has stated that in the protection business, half of the sum assured is reinsured 

while the other half is retained by the company. In case of savings products, all of the sums are 

retained by the company. 

34. Within ULIP, 60% of the corpus is invested in equities. In participating businesses, 25% is into 

equity, the rest in fixed income. In guaranteed return products, all the allocation is in fixed income. 

The average ticket size in ULIP has gone up from Rs 1,60,000 to Rs 1,83,000 while in par the ticket 

size has gone up from Rs 60,000 to Rs 64,000. There has been demand compression in ULIP as the 

customers in the bottom segment in ULIP have moved on to par. 

35. The management does not believe that there will be any big impact from the 30-day grace period 

on offer for insurance payments as it is unlikely to affect persistency over the course of the year 

going forward. This is mainly because insurance savings is a long term commitment and customers 

will only break it and withdraw when they are at last dire straits. 

36. The management has stated that when the solvency of the company will be near 150% only then 

will the company get triggered to raise additional capital. The management does not expect such 

a case to happen as it has not occurred even in the stress tests that the company has undertaken. 

37. The sharpest reduction in costs has been in variable costs for the company. This is because the 

management has reduced discretionary elements like distribution commissions and others. 

38. Interest rate sensitivity for VNB has gone down YoY. Last year the interest rate sensitivity for 100 

bps increase in reference rate was 4.3% which has gone down to 2.4% in FY20. This is mainly driven 

by a change in the product mix. 

39. The management has stated that the only way maintenance costs will worsen is if persistency 

drops sharply and the book becomes smaller. 

 

Analyst’s View: 

ICICI Prudential Life is one of the front runners in the life insurance industry in India. The company has 

established itself as one of the mainstays of the private insurance industry since its start more than 40 

years ago. The company has done well to shore its reserves and maintain balance sheet resilience in 

the face of the ongoing crisis. The performance of the company’s protection business is particularly 

encouraging. The management has stated that during the upcoming uncertain tomes, the company 

shall focus on maintaining its solvency, reducing costs, and promotion of its fast-growing protection 

business which is expected to increase in demand as the COVID-19 situation goes forward. But the 

company could still face major hurdles in its path from the uncertainty in equity markets and the 

reliance on ULIPs which are still the most sold products for the company. It remains to be seen how 

the COVID-19 situation unravels and how the company adapts and manoeuvres the uncertainty ahead. 

Nonetheless, given the company’s market position, storied track record, and reach in the market, ICICI 

Prudential is a pivotal insurance stock to watch out for. 
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SBI Life  

Financial Results & Highlights 

Brief Company Introduction 

SBI Life Insurance is a joint venture life insurance company between State Bank of India (SBI), the 

largest state-owned banking and financial services company in India, and BNP Paribas Cardif. BNP 

Paribas is a French multinational bank and financial services company with global headquarters in 

Paris. SBI owns 62.1% of the total capital and BNP Paribas Cardif 22% of the capital. Other investors 

are Value Line Pte. Ltd. and MacRitchie Investments Pte. Ltd., holding 1.95% of the total capital each 

and remaining 12% with Public. 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 5675 15601 -63.62% 15779 -64.03% 43843 44261 -0.94% 

PBT 522 482 8.30% 395 32.15% 1415 1373 3.06% 

PAT 531 458 15.94% 390 36.15% 1422 1327 7.16% 

 

Detailed Results: 

1. The company saw an income decline of 64% YoY in Q4 periods. PAT grew 16% YoY in the same 

period. 

2. This fall in income is mainly due to the impairment in investments due to the recent fall in Indian 

equity markets. 

3. There was a 17% growth in the Value of New Business (VNP). 

4. IRP (Individual Rated Premium) and APE (Annualized Premium Equivalent) grew 9% & 11% YoY 

while Total Protection NBP grew by 27% YoY. 

5. The new business premium grew 20% YoY. The new business Margin was at 18.7%. 

6. Total AUM and Net Worth grew 14% and 25% YoY respectively in the year. 

7. Indian Embedded Value grew 17% YoY. 

8. The company maintained a solvency ratio of 195%. 

9. The company increased its private market share based on IRP to 23.2% from 22.3% a year ago. 

10. As of 31st March 2020, the AUM was at Rs 1.41 Lac Cr and had a 79:21 debt to equity mix. 93% of 

debt investments were in AAA-rated bonds. 

11. The total no of lives insured rose 19% YoY to 6.1 Cr in FY20. 

12. The operating expense to the gross premium ratio declined 40 bps to 5.9%. 

13. Total Cost to gross premium ratio was at 9.9% from 10.5% a year ago. 

14. The company reported improvement in persistency across all time periods with 13-month figures 

improving to 86.14% vs 85.07% a year ago. 61st-month persistency also improved to 59.9% vs 

57.23% a year ago. 

15. The company has now covered more than 8.9 million lives 
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Investor Conference Call Highlights 

1. ULIP grew 10% YoY with a share of 49% in New Business Premium for the company. 

2. Non-par grew 56% YoY with a share of 44% in New Business Premium. 

3. The Individual Protection business grew 42% YoY and contributes to 5% of individual new business. 

4. Group Protection business grew 22% YoY with credit life business 20% YoY. 

5. The traditional savings business grew 33% YoY. 

6. The bancassurance channel grew premiums by 14% with a share of 60% of total sales. 

7. The total number of CIS was at more than 56000 on March 31, 2020. 

8. Instant insurance through the SBI Yuno App has covered around 1.38 Lac lives in FY20. 

9. The total number of agents was at 1,30,418 at the end of FY20. 

10. The direct corporate aggregators and web channels grew by 60% YoY. 

11. Protection premium through online channels grew 41% YoY. 

12. The AUM for the company is the highest for any private life insurance company in India. 

13. The company has 96% of policies processed digitally and 37% of policies being underwritten 

digitally. 

14. The individual non-par business will not be a focus area for the company. The management states 

that the company will moderate this product and the hedging required for this product will 

determine the extent of how the company will push for this product. 

15. The management expects the first quarter to be muted but it is confident of some amount of 

growth after Q1FY21. The management is confident of the online channel participation and of the 

company’s ability to innovate and make new products. 

16. The management expects protection to grow going forward and may outpace the segment growth 

shown in FY20. 

17. The management has stated that it will concentrate on cost optimization and it is comfortable 

with the current opex ratios. 

18. The focus area for the coming year for the company will be digital sales. 

19. The company has stressed assets in DHFL only and the company has prepared provisions for this. 

20. The company had reduced its allocation to midcaps in FY20 and it was cautious in investing in 

equities given the high valuations. This is what helped the company maintain AUM growth 

according to the management. 

21. The management has admitted that its protection schemes are currently higher than HDFC life 

but is cheaper than ICICI Prudential. The company will be looking to apply feature expansion into 

its protection products and will align the rates marginally. 

22. The VNB has improved mainly due to the improved product mix with higher non-par sales. 

23. The management has assured that repricing will take place as interest rates go down and 

whenever the management sees any requirement for it. 

24. The management feels strongly that the protection business should do well post COVID-19. 

25. The management has stated that the target for policy renewal in the month of April has already 

been achieved. Although this target was lower than normal to account for the current economic 

environment, the renewals had exceeded the estimated target. 

26. The management is happy with the current ROP (Return of Premium) levels. 

27. The management has stated that the company sees reinsurance at least 60-70% of the protection 

products. 

28. The unwind rate currently for the company is at 8.5% and it is expected to go down as benchmark 

interest rates go down in the future. 
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29. The management does not expect protection margins to go down in FY21. The company should 

also not undergo too big a repricing as well as going forward. 

30. The management has clarified that the company shall keep a single-digit growth for aspirational 

purposes and it is in no way a guidance given the uncertainty ahead. 

31. The company has had only 200+ branches open post-March 20, 2020. 

32. The management clarified that overall solvency should not be affected too much considering the 

product mix. 

 

Analyst’s View: 

SBI Life is one of the front runners in the life insurance industry in India. The company has done well 

to establish itself as the biggest private insurance company in India in terms of AUM. The company 

has seen a big drop in investment income due to the fall in the investment portfolio from the fall in 

Indian equity markets. The focus of the management remains to maintain the company’s excellent 

cost structure during the upcoming economic down period. It remains to be seen whether the 

situation ahead unfolds within the company’s expectations or whether we may see more uncertainty 

arising from COVID-19. Nonetheless, given the company’s market positioning, its emphasis on 

cautious capital allocation, and the rapid proliferation of the company’s products through digital 

channels, SBI Life remains one of the most preferred life-insurance companies in the country. 
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LIFESTYLE PRODUCTS 
Vaibhav Global 

Financial Results & Highlights 

Brief Introduction 

Vaibhav Global is a company dealing in fashion jewellery and lifestyle products. They mainly source 

and assemble their products in India and South East Asia and sell these products in the US and UK 

primarily. They sell both to businesses and retail customers whom they reach through TV sales 

channels and shows through they reach more than 100 million TV homes in the US and UK.   

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 198 129 53.49% 127 55.91% 543 489 11.04% 

PBT 108 12 800.00% 5 2060.00% 133 40 232.50% 

PAT 106 10 960.00% 4 2550.00% 127 33 284.85% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 502 467 7.49% 567 -11.46% 2001 1828 9.46% 

PBT 48 39 23.08% 82 -41.46% 236 188 25.53% 

PAT 40 32 25.00% 66 -39.39% 190 154 23.38% 

 

Detailed Results: 

1. The company had a good quarter with a consolidated revenue rise of more than 7.5% YoY and PAT 

rise of 25% YoY. 

2. FY20 was good for the company with a 9.5% YoY rise in consolidated revenues and a 23% YoY rise 

in consolidated profits. 

3. TV sales accounted for 67% of sales while web sales accounted for 33%. Mobile sales accounted 

for 60% of web sales in FY20. 

4. Non jewellery items now account for 22% of sales. 

5. The company has a TV reach of 74 million households in the USA and 25 million households in the 

UK. 

6. The key demographic for the company remains the age group of above 45 which 83% of which 

still prefers watching traditional TV. 

7. The revenue growth in different categories in FY20 is:  

o TV sales: 11% up YoY (Rs 1285 Cr) 

o Web sales: 24% up YoY (Rs 633 Cr) 

o B2B: 54% down YoY (Rs 69 Cr) 

8. Shop LC revenues grew 12.66% YoY to $192.2 million in FY20. 

9. TJC UK revenues grew 18.48% YoY to GBP 60.9 million in FY20. 
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10. TV sales volumes have fallen to 6.07 million in FY20 from 6.275 million in FY19. Correspondingly 

average selling price has risen to $29.9 from $26.4 a year ago. 

11. Web sales volumes have risen to 4.11 million from 3.52 million a year ago. The average selling 

price here has also risen to $21.7 from $20.7 a year ago. 

12. Gross margins have declined slightly to 61.6% from 62.5% in FY20 while EBITDA margin has risen 

to 13.9% from 12% in the same period. 

13. PAT margin has also improved to 9.6% in FY20 from 8.5% a year ago. 

14. The company has a negative net debt of Rs 194 Cr. 

15. Operating cash flow for FY20 was at Rs 211 Cr while free cash flow was at Rs 176 Cr. 

 

Investor Conference Call Highlights:  

1. The company has augmented product offerings across its omnichannel sales platform to include 

over 250 essential products, including masks, sanitizer, health supplements, kitchen accessories, 

colouring books, board games, etc. 

2. The management has stated that the aim of the gross margin is to keep it above 60%. The exact 

value may vary as the product mix keeps changing. 

3. The management is guiding for 15-17% revenue growth in FY21. 

4. The company is aiming to expand rapidly in the OTA and OTT segments and acquire new 

customers with their essentials category who after the experience from the company may 

continue to stay in these segments or even start ordering from the default jewellery segment for 

the company increasing repeat purchases and customer stickiness. 

5. The company has formulated a dividend payout policy of distributing 20-30% of free cash flow 

each year. The payout for FY20 was at 25% of free cash flow. 

6. The management expects a growth rate of 17-20% in the UK to persist for FY21 and beyond. 

7. Currently, jewellery accounts for 80% of sales in the USA and 58% of sales in the UK. The 

management does not have any ratio or product mix in mind and will allow each product line to 

develop on its own. 

8. The management has stated that the guiding principle for them to add new product lines is to see 

immediate product traction and to maintain overall gross margins at >60%. 

9. The company continues to see good growth in online marketplaces. Although the transition from 

these marketplaces to the main site is low, the customer stickiness is the same as for direct 

customers in digital platforms. 

10. The management has stated that the growth in web sales in Q4 has been low at 10% YoY mainly 

because of the high base in Q4 last year and some nervousness from the COVID-19 situation in 

March. The management remains confident of maintaining a growth rate of >25% in this category 

in FY21. 

11. Although the essentials category is currently 15% of total sales, the management does not expect 

it to stay at this level in the future when incremental demand for these products goes down. But 

in the short term, this has helped the company a lot with customer engagement and getting its 

name out there. 

12. Around 40-45% of sales for the company are on EMIs. The company has not seen any 

delinquencies on them yet since they are mostly small-ticket items. 

13. The company does weekly reviews of all marketplaces based on the performance and potential of 

the medium. For most of these platforms, the company pays a fixed fee depending on the number 

of outlets or homes in question. 
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14. B2B sales remain opportunistic for the company and thus it can vary a lot depending on contracts 

and new customers coming in. 

15. The company is also looking into influencer advertising and promotions on Instagram, Pixel, and 

TV Page to open up new avenues for growth and customer acquisition in the web channel. 

16. The management has mentioned that the dip in gross margins has not been due to the addition 

of essential category, rather it may be because the company ran a clearance sale in Q4 because of 

the impending environment which has resulted in a dip in gross margins. 

17. The management is guiding for 15-17% constant currency growth for the company in FY21. 

18. The management has refrained from providing any guidance on average selling price as it may 

vary depending on the changing product mix. The average selling price has fallen QoQ in Q4 mainly 

due to the addition of the essentials category. 

19. The number of unique customers in Q4 rose 6.6% YoY to 178,000. 

20. The company is seeing jewellery with low price points with the motive of faith like crosses and of 

affection like charm bracelets, etc doing well in current times and the company is agile enough to 

bring back high price items like rings and handbags once the economy comes back strong and 

demand for such products revives. 

21. The management has clarified that it has a similar margin profile for all items in jewellery 

irrespective of pricing. 

22. The company has not faced any supply issues from the lockdown in India as the India specific 

products like turmeric powder was indeed available as it was essential goods and the non-

essential goods were easily sourced from other locations. 

23. The management had mentioned that QVC earned almost $60 per household per year while Shop 

LC earned only $3 per household per year to show the potential and room for growth for the 

company in this medium. 

24. Other competitors for the company include JTV and ShopHQ which both earn almost $10 per 

household per year. JTV is the only one that is purely based on jewellery and it makes around 

$500-600 million of sales each year. 

25. The company may see platform costs for TV go down as cost-cutting in cable continues. 

26. The increase in finance costs is mainly due to exchange loss on the dollar loan which is classified 

as interest expenses according to Ind AS. 

27. The company has a debt of Rs 63 Cr on the books which mainly on account of the working capital 

loans. 

28. Most of the company’s mobile sales is through the website and the company has recently brought 

onboard a CTO to accelerate the mobile app development and develop it as a sustainable source 

for mobile engagement with these customers. 
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Analyst’s View: 

Vaibhav Global has established itself as an influential player in the jewellery exporting and 

telecommerce business. They have consistently delivered good revenue growth in recent years and 

continue to grow their business through new selling mechanisms and product offerings. The company 

has done well to pivot fast to selling essential goods in the current disruptive times due to COVID-19 

where a clear demand for such products has risen in the market. It has also helped the company 

enhance and expand its customer engagement to a more varied customer base than its traditional 

jewellery customer set. The company is also looking into innovative means like influencer promotion 

programs and expanding smaller ticket jewellery items of faith like crosses and rosaries which may 

prove instrumental in current times where high ticket and discretionary purchases like handbags may 

go down. It remains to be seen whether the company will be able to maintain its current growth pace 

and match up to its other TV seller rivals like QVC and JTV, all of which have an established customer 

base and earn way higher per household than the company. Nonetheless, given the company’s 

prudent and efficient cost management, its resilient supply chain, and its agility to introduce new 

products fast depending on changing situations, Vaibhav Global seems to be an interesting jewellery 

sector to watch out for. 
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VIP Industries  

Financial Results & Highlights 

Brief Company Introduction 

VIP Industries Ltd is an Indian luggage maker which is the world's second largest and Asia’s largest 

luggage maker. The company has more than 8,000 retail outlets across India and a network of retailers 

in 50 countries. VIP's products are imported in numerous other countries. It acquired United Kingdom 

luggage brand Carlton in 2004. It also owns the Aristocrat and Skybags brands which are very popular 

in India. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 316.53 436.75 -27.53% 431.81 -26.70% 1738 1793.96 -3.12% 

PBT -5.55 28.8 -119.27% 34.31 -116.18% 121.12* 196.6 -38.39% 

PAT -5.56 18.36 -130.28% 26.55 -120.94% 88.73 128.81 -31.12% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 316.84 436.95 -27.49% 432.25 -26.70% 1730.82 1792.98 -3.47% 

PBT 10.45 36.19 -71.12% 42.5 -75.41% 148.41* 214.94 -30.95% 

PAT 9.52 25.28 -62.34% 34.21 -72.17% 111.73 145.27 -23.09% 

*Contains an exceptional item of loss of Rs 48.5 Cr   

Detailed Results: 

1. The results for the quarter were dismal with a 27.5% YoY decline in standalone and consolidated 

revenues respectively. 

2. The profits for the quarter grew into negative territory in standalone terms. 

3. FY20 revenues were modest with a 3% YoY decline while profits fell a lot more at 31% YoY and 

23% YoY in standalone and consolidated terms. 

4. Gross margins improved in Q4 to 58% from 48% a year ago. This was mainly due to higher 

procurement from Bangladesh, improvement in Hard Luggage share, and reduction in RM costs. 

5. COVID-19 impact in Q4 was revenue loss of Rs 126 Cr and profit loss of Rs 26 Cr. 

6. In FY20, the company continued to improve EBITDA margins and saw it come to 18% vs 13% in 

FY19. 

7. ROCE also improved in Q4 at 25% vs 22% a year ago. 

8. The company had given out a dividend of Rs 3.2 per share in Feb. 

 

Investor Conference Call Highlights 

1. Despite the revenue loss in Q4 and Q1FY21, the company continues to remain resilient with 

enough liquidity in the books to tide over the current times. 
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2. The company stands in a good position to rise again once the industry revives as it is the best place 

in the industry to reduce dependence on China and also has a fully functional alternative in the 

Bangladesh facility. 

3. The management is confident that for the current year, 100% of the company’s procurement can 

come from Bangladesh as they already have enough stocks. 

4. Since the majority of the company’s sales are from the top 8 cities in India, it will indeed take time 

for revenues to recover as all of these are still in red zones. 

5. The management admits that Q1 is going to be a washout for the company and it will depend on 

the rest of the year on how things will pan out. 

6. The management expects travel patterns to become shorter and more localized with more land 

travel and less air travel. It also expects business travel to go down going forward as working 

remotely becomes more acceptable. 

7. The target for the company this year is to achieving breakeven in the year despite the expected 

decline in revenue. 

8. The company saw sales of only Rs 32 Cr in March. 

9. The borrowings have been reduced to Rs 32 Cr from Rs 86 Cr in March last year. 

10. The management has clarified that the company does not face any labour shortage in any of its 

plants and the only variables here is supply chain and consumer demand. 

11. The company has more than adequate inventory with it as it had stocked up for April & May which 

are the bestselling months for the company. Since no sales took place in these 2 months, the 

company has enough stocks for the coming times until the company can get a handle on the 

situation. 

12. The company has already instituted an almost 30% reduction in costs (excluding ad spending) 

including a reduction in salesforce, reducing rent, and has even foregone advertisements till now. 

13. The management has stated that despite zero sales in April and May, there were some collections 

in these months and the company will not be able to provide financing help to its distributors. 

14. The company has already taken aside some provisions to cover and mitigate the credit risk from 

distributors. It is around 8-8.5 Cr. 

15. The management expects market share gain in the year to happen at the expense of other 

branded players instead of unbranded space. 

16. The total inventory of the company is at Rs 451 Cr in Q4 which is based on costs and should yield 

a higher amount on sales. 

17. Modern trade should have the least amount of inventory. On average all channels have around 

60 days of inventory. 

18. The company had tripled capacity in Bangladesh and it could cover 55% of the company’s normal 

annual requirements. 

19. 90% of raw materials in the Bangladesh plant comes from China and there are no supply 

disruptions here. 

20. The management states that it would like that all of the procurement for the company comes 

from Bangladesh but there are still some particular product requirements that are currently only 

available from China and the company shall work to develop these as well in Bangladesh. 

21. The management expects the demand from weddings to come back in Q3 after monsoons are 

over. 

22. The claim for the warehouse from Q1 last year should be done in FY21. 

23. The company has already applied for the rent waiver in more than 60% of its stores for the 

lockdown. The company has not gotten any confirmation on this from their mall stores. 
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24. The management does not expect any danger of inventory pileup as it will start manufacturing 

once orders come in after channel inventory gets cleared. 

25. In India, 50% of the workforce is contractual. 

26. The mix between soft and hard luggage has been the same at 70-30. Backpack season is expected 

to come back once schools and educational institutions start in a few months. 

27. The market share in general trade is larger than in modern trade. 

28. The management does not expect to make any CAPEX in the Bangladesh plant to expand capacity 

as the current capacity is expected to be sufficient to cover the company’s expected sales volumes 

in FY21. 

29. Another goal for the company is to achieve market leadership in the e-commerce channel. 

30. The new margins are sustainable in a normalized situation without any price wars. 

31. The company has 250 company-owned stores, all of which the company rents, and the company 

is expected to close 50-100 of these stores. 

32. Around 5-15% of industry sales are from e-commerce. The management expects this number to 

rise to 30% in the next few years. 

 

Analyst’s View: 

VIP has been the market leader in the soft and hard luggage segment in India for a long time now. The 

company is one of the biggest luggage manufacturers in the world by volume. The company and the 

industry have been facing tough times with sales contraction due to a fall in demand and disruption 

from COVID-19. The company is doing well to switch to Bangladesh for soft luggage procurement and 

to reduce costs while acknowledging that the sales environment going forward will be tough in the 

short term. It remains to be seen how fast demand comes back to the sector and how will the fast-

rising segment of backpacks will fare in the coming months. Nonetheless, given the company’s strong 

brand image and leadership position in the industry along with the resilient balance sheet of the 

company, VIP industries remains a pivotal mid-cap stock to watch out for. 

 

 

 

 

 

 

 

 

 

 

 

 

www.smartsyncservices.com
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
http://www.smartsyncservices.com/subscribe/


                                                                

 

                                    www.smartsyncservices.com                                   Page | 115 
 

Click here to Subscribe 

on WhatsApp  

MICROFINANCE & SMALL FINANCE 

BANKS 
AU Small Finance Bank 

Financial Results & Highlights 

Brief Introduction: 

AU Small Finance Bank is an Indian scheduled commercial bank that was founded as vehicle 

finance company AU Financiers (India) Ltd in 1996 and converted to a small finance bank on 

19 April 2017. 

AU Small Finance Bank has a long-standing track record of over two decades of being a retail-

focused and customer-centric institution; serving low and middle income individuals and 

micro/small businesses that have limited or no access to formal banking and finance channels. 

The Bank offers a comprehensive suite of loan, deposit & payment products and services. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1367 1007 35.75% 1273 7.38% 4992 3411 46.35% 

PBT 165 176 -6.25% 273 -39.56% 914 580 57.59% 

PAT 122 118 3.39% 190 -35.79% 675 382 76.70% 

 

Detailed Results: 

1. The Q4 revenues for the company rose 36% YoY while profits rose 3.4% YoY. FY20 revenues and 

PAT was up 46% and 77% YoY respectively. 

2. The fall in PBT was mainly due to increased provisioning done by the bank for COVID-19. The 

provisioning for the quarter was Rs 150 Cr against the normal levels of 30-40 Cr. 

3. The AUM for the company grew 27% YoY, while disbursements for the FY20 period grew 16% YoY 

and deposits grew 35% YoY. 

4. Retail loans continue to form the majority of the loan portfolio accounting for 84% of total loans 

in FY20. 

5. Deposits have gone up 35% YoY as of 31st March ’20. 

6. CASA Ratio was at 16% in Q4. 

7. Yield on AUM improved to 14.7% in Q4FY20 vs 14.3% a year ago. Cost of funds fell to 7.7% in FY20 

vs 7.9% a year ago. 

8. ROE for FY20 improved by 180 bps YoY to 15.8%. On including the profit from the sale of stake in 

Aavas, the ROE goes up to 17.9%. 

9. Cost to income ratio for Q4 was at 57.9% vs 58.3% a year ago. 

10. GNPAs declined to 1.7% vs 2% a year ago and NNPA followed a similar pattern and declined to 

0.8% in Q4 vs 1.3% last year. 

11. PCR rose to 52.5% in Q4. 
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12. CRAR for Q4 was maintained at 22%. 

13. NII for the SFB rose 43% YoY while other income rose 33% YoY. 

14. The company maintained a comfortable LCR of 133% in the quarter. 

15. Rajasthan remains the biggest market for the company with 43% of AUM disbursed and 262 

branches in the state. 

16. Opened 16 new branches in Q4. 

 

Investor Conference Call Highlights: 

1. The company is starting self on-boarding on fixed deposits through video KYCs from the first week 

of May. 

2. 58% of AU touchpoints are in green or orange zones. 

3. 63% of business is in rural or semi-urban areas out of which 65% are in green zones. 

4. Only 11% of business is in super metros. 

5. The company received 75% of total EMIs due in April. 

6. The bank has made Rs 138 Cr in provisions for COVID-19. 

7. March contributes around 10-15% of total business in the year. 

8. 47% of people have paid full EMIs while 23% of people have opted to pay partial EMIs. 

9. On average only 10% of customers do not pay EMIs. Thus overall, it can be said that only 20% of 

customers didn’t pay up EMIs due to COVID-19. 

10. The company added 13000 new accounts in April which is around 1/3rd of normal activity for the 

bank. 

11. In the term loans for working capital, 93% of customers repaid their dues in April. 

12. Around 25% of the loans have gone into moratorium. 

13. The management believes that there should not be more than 50 bps of delinquency in used 

vehicles business as compared to the new vehicles business. 

14. The management clarifies that the majority of its vehicle finance customers are single drivers and 

not fleets and these customers are well distributed enough to bounce back quickly as revival 

comes. 

15. The total provisions taken are around Rs 500 Cr with Rs 240 Cr on NPA provision. 

16. The total costs for last year were Rs 1400 Cr where 65% were fixed costs. 

17. The bank will continue to maintain high liquidity all the way through June. The management will 

focus on cost optimization during the next few months. 

18. The management has admitted that the SFB industry has been hit from the trust deficit from the 

Yes Bank fiasco. The company will continue to maintain and enhance its trust factor with 

customers and will continue to remain focused on retail loans only. 
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19. 94% of NBFC customers have paid off their EMIs. 90% of AUM is secured. 

20. The management stated that the bank requires another quarter to be able to estimate and provide 

proper guidance on the growth ahead for the bank. 

21. The management is confident that the bank can push on faster into emerging segments than its 

competitors. This is mainly due to the presence of the bank in various lending segments and the 

company can scale up operations in whichever sector rises fastest. 

22. In the shopping dhamaka, the bank has also seen digital transactions per customer rise to 8.1 per 

month from 5.6 in September and the transacting customers have grown 25% since then as well. 

The number of customers with more than 4 transactions is 1.4 lacs which is 51% up in the same 

period. 

 

Analyst’s View: 

AU Small Finance Bank has been a fast-rising player in the banking and microfinance sector in the 

country. The company has differentiated itself from other microfinance players by structuring 

themselves early as a commercial bank accepting savings and term deposits. The company made good 

progress in the quarter in almost all operational metrics and has been performing well in the tough 

economic conditions and strengthening its brand in the market. The Small Finance Bank industry was 

hit hard from the Yes Bank situation and the COVID-19 outbreak further deepened the softness in the 

industry. The bank has done well to keep engaging its customers in such trying times and to maintain 

enough provisioning and liquidity for uncertain situations. It remains to be seen how the whole COVID-

19 situation pans out and what second-order effects will remain in the small finance bank industry 

from it. Nonetheless, given the company’s good performance record, its robust customer 

engagement, and its prudent management of its AUM, AU Small Finance Bank remains a good small 

finance stock to watch out for. 
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Credit Access Grameen 

Financial Results & Highlights 

Brief Introduction: 

CreditAccess Grameen Limited (formerly known as Grameen Koota Financial Services Pvt. 

Ltd.) is a microfinance institution providing a wide range of financial services to the rural poor 

and low-income households, particularly women. It is registered with the Reserve Bank of 

India under the NBFC-MFI category. The company provides loans primarily under the joint 

liability group (JLG) model. Its primary focus is to provide income generation loans which 

comprised 87.02% of its total JLG loan portfolio, as of March 31, 2018. It also provides other 

categories of loans such as family welfare loans, home improvement loans and emergency 

loans to existing customers.  

CreditAccess Grameen is also an aggregator of the National Pension Scheme (NPS) of the 

Government of India. As of March 31, 2018, CreditAccess Grameen had 516 branches across 

132 districts in the states of Karnataka, Maharashtra, Madhya Pradesh, Chhattisgarh, Tamil 

Nadu, Odisha, Kerala, Goa, and the union territory of Puducherry. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 461 336 37.20% 454 1.54% 1684 1283 31.25% 

PBT 30 118 -74.58% 146 -79.45% 451 498 -9.44% 

PAT 23 76 -69.74% 108 -78.70% 328 322 1.86% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 482 336 43.45% 454 6.17% 1705 1283 32.89% 

PBT 41 118 -65.25% 146 -71.92% 462 498 -7.23% 

PAT 31 76 -59.21% 108 -71.30% 335 322 4.04% 

 

Detailed Results: 

1. The company had a good quarter with more than 43% growth in YoY revenues. 

2. The profits for the company fell 60% YoY while PBT declined 65% due to an increase in expenses 

(impairment of financial instruments). 

3. The company made disbursements of Rs 10,389 Cr in FY20 which was up 26.4% YoY. 

4. The standalone gross loan portfolio has risen to Rs 9896 Cr registering a YoY growth of 38.2%. the 

consolidated GLP rose 67.4% YoY after the addition of MMFL. 

5. The number of branches also expanded substantially to 1393 growing 107.8% YoY. 

www.smartsyncservices.com
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
http://www.smartsyncservices.com/subscribe/


                                                                

 

                                    www.smartsyncservices.com                                   Page | 119 
 

Click here to Subscribe 

on WhatsApp  

6. The company now boasts of an active borrower base of 4.06 million which is also up 64.2% YoY. 

7. The standalone net interest income for the company rose 28.1% YoY showing strong growth. 

8. The company now has a presence in 248 districts across 14 states and 1 union territory. 

9. Operating expenses to gross loan portfolio rose to 4.9% for CGL in FY20.. 

10. ROE was at 12.9% for CGL while ROA was at 3.6% in FY20. 

11. GNPAs were at 1.57% with a provisioning of 2.86% thus ensuring NNPA of 0%. 

12. The weighted average cost of borrowing for the company remained stable at 9.6% in Q4. 

13. The company maintains a comfortable liquidity position by maintaining a positive static liquidity 

gap every month. 

14. The company has a positive ALM mismatch with an average maturity of assets at 18.4 months and 

an average maturity of liabilities at 27.3 months. 

15. The debt to equity ratio for CGL was at 2.9 times. 

16. The company boasts of collection efficiency of 98%. 

17. The geographic distribution of portfolio exposure is well distributed across 156 districts with only 

no district having more than 4% exposure and top 5 districts only having 15% exposure of the 

consolidated entity. 

18. The company had a CAR of 23.6% in FY20. 

19. The company has taken additional provisions of Rs 82.9 Cr for COVID-19. 

20. The company maintained the cash of Rs 408 Cr in June 2020. 

21. 70% of combined GLP is in orange or green zones. >80% of customers are engaged in essential 

activities thus ensuring small or no income disruption from COVID-19. 

Investor Conference Call Highlights: 

1. The share of Karnataka has been reduced from 53% to 40% in terms of the loan portfolio. 

2. 97% of districts have <2% portfolio. 

3. The share of rural customers has risen to 86%. 

4. Excluding the transaction costs for the MMFL transaction and COVID provisioning, the 

consolidated PAT would have been Rs 490.6 Cr vs current PAT of Rs 335 Cr. 

5. The company has provided 100% moratorium to all of its customers till 31st The management has 

stated that only around 10% of customers had expressed interest in applying for additional 

moratorium till August. 

6. The company’s near term focus will be on maintaining stable and healthy liquidity so that it is able 

to lend to any customers that need funds. 

7. The company will ensure that EMIs remain the same for the customers and the company will not 

be capitalizing the interest to prevent the customers to pay out interest on the accrued interest. 

8. The company will evaluate the requirement for raising additional capital after Q2 in FY21. 

9. The company has relaxed the norm of providing additional loans after 6 months of borrowing. This 

has been done to help customers who may require additional funds. 
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10. The company does not have any direct impact on the migrant crisis. This is because the company 

does not lend to anyone who has proof of residence of fewer than 2 years. 

11. The company is reducing the meeting size by having customers represent other customers to 

maintain COVID-19 prevention guidelines. 

12. GNPA increase has been mostly from stage 2 to stage 3. There has not been any movement of 

people moving into delinquency. 

13. The management has stated that most of the customers who the company thinks will opt for the 

second moratorium are in urban areas and in Tamil Nadu who has a lot of districts with more than 

100 cases. 

14. 60% of the company’s lenders have provided them moratorium. The company has repaid the rest 

of the lenders. 

15. The company is also looking into diversifying into international funding and reduce dependence 

on banks to less than 50%. 

16. The management expects activity to resume in normalcy in the next few months since the impact 

on the MFI industry has not been as bad as anticipated. Since the majority of customers of CGL 

are in essential activities and are rural-based, the impact has been muted. 

17. Around 55% of borrowers pay weekly, 38% pay fortnightly while 8% pay monthly. 

  

Analyst Views: 

Credit Access Grameen has emerged as one of the most reliable microlenders in the country. Their 

revolutionary JLG model has helped bring communities of borrowers together and helped reduce 

overall risk from their lending to a very large extent as seen in their low NPA numbers. The company 

has delivered a stellar FY20 performance with more than 38% standalone loan book growth. The 

company’s acquisition of Madura Microfinance which should help the company gain a ready and set 

customer base with good data and history of repayment as well as continue its pace of expansion. It 

remains to be seen whether the company will be able to maintain its current growth pace of >30% in 

FY20 given the integration issues with MMFL and the ongoing COVID-19 pandemic. Nonetheless, given 

its strong market position and exemplary operating and risk management practices, Credit Access 

Grameen remains one of the must-watch stocks in the Microfinance sector for any interested investor. 
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Equitas Holdings  

Financial Results & Highlights 

Brief Introduction: 

Equitas Small Finance Bank is a small finance bank founded in 2007 by Equitas as a 

microfinance lender, with headquarters in Chennai, India. After receiving license from the 

Reserve Bank of India (RBI) on 30 June 2016, Equitas began banking on 5 September 2016 as 

a subsidiary of holding company Equitas Holdings Ltd. With effect from 4 February 2017, 

Equitas became a scheduled bank. The small finance bank remains a subsidiary of Equitas 

Holdings.  

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 4.6 7.2 -36.11% 4.5 2.22% 19.1 22.5 -15.11% 

PBT 3.4 1.3 161.54% 2.5 36.00% 13.0 12.7 2.36% 

PAT 1.0 0.8 25.00% 1.9 -47.37% 7.7 9.3 -17.20% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 805 621 29.63% 761 5.78% 2936 2359 24.46% 

PBT 23 62 -62.90% 98 -76.53% 316 271 16.61% 

PAT 16 42 -61.90% 79 -79.75% 206 177 16.38% 

 

Detailed Results: 

1. The consolidated revenues for the company rose 30% YoY while PBT fell almost 63% YoY. PAT also 

fell 62% YoY in Q4. The reason for the fall was impairment in financial instruments. 

2. FY20 performance for the company was good with 24.5% YoY revenue growth and 16% YoY PAT 

growth. 

3. The Advances for the company grew 31.3% YoY in FY20, while disbursements grew 15.5% YoY. 

75.39% of advances is secured loans. 

4. Deposits excluding CD grew to Rs 10,299 Cr which is up 25.7% YoY. Retail TD grew 132.9% YoY to 

Rs 3,811 Cr. 

5. CASA ratio for the quarter was 21.44%. LCR is at 133%. 

6. GNPAs were at 2.72% while PCR is at 45%. The cost to assets was 6.75%. The cost to income has 

gone down to 66.38% in FY20 from 70% in FY19. 

7. NIM was at 9.11% in FY20. The cost of funds was at 7.97%. 

8. RoA & RoE were at 1.39% and 9.84% respectively for FY20. 
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9. The loan book breakup is as follows:  

1. Microfinance: 24% of the loan book, 17.8% YoY growth 

2. Small Business Loan: 41% of the loan book, 37.2% YoY growth 

3. Vehicle Finance: 24% of the loan book, 27.4% YoY growth 

4. MSE Finance: 5% of the loan book, 270% YoY growth 

5. Corporate Loans: 5% of the loan book, 79.4% YoY growth 

6. Others: 1% of the loan book, 52% YoY decline 

10. Tamil Nadu is the dominant state for the company with 54.6% of advances belonging to this 

geography. 

11. The growth in disbursements in FY20 in different products is as follows:  

1. Microfinance: 6.4% YoY growth 

2. Small Business Loans: 13.7% YoY growth 

3. Vehicle Finance: 12.6% YoY growth 

4. MSE Finance: 162% YoY growth 

5. Corporate Loans: 104.7% YoY growth 

6. Others: 81% YoY decline 

12. The yield on on-book advances is at 18.9%. 

13. The company maintained a cash balance of Rs 380 Cr. 

 

Investor Conference Call Highlights: 

1. The company has provisioned Rs 99.6 Cr for COVID-19. This represents the full 10% COVID 

provision on accounts that were overdue but not NPA as of 29th February. 

2. The company had made opting for a moratorium as default. 

3. About 53% of microfinance and 50% small business loans and about 20% of vehicle finance are 

located in semi-urban and rural locations. 

4. The company acquired 20000 new to bank customers in April. 

5. The total moratorium applied by the company is around 90% of advances by value. 

6. The company had zero disbursements microfinance, small business loans, and vehicle finance in 

April. 

7. The management states that the small business loan segment should bounce back easily after the 

lockdown. 
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8. The management has stated that the company is focussing more on LCVs and smaller commercial 

vehicles to cover short-haul distances and those who are dependent on local economies since long 

haul transport has been disrupted due to COVID-19. 

9. Among MSME borrowers for the company, 16% were positively impacted while 66% had a neutral 

impact from COVID-19. 

10. The company is also helping 60% of centre meetings in microfinance happen with adequate social 

distancing norms. 

11. Heavy commercial vehicles constitute Rs 1500 Cr from the total vehicle loan book of Rs 3700 Cr. 

12. In FY21, the company is looking to reduce discretionary expenses like travel and conveyance while 

looking to surrendering office space and instituting work from home wherever possible. There is 

also a lot of effort going into digitalization in terms of trying to cut further the operating processes 

and manual processes. 

13. More than 90% of the company’s customers are from the informal economy and the bank is the 

first to lend to them. Thus the management made the decision to apply to opt out mechanisms so 

that almost all of its customers may benefit from the relief provided by the moratorium. 

14. The bank is the only lender to 98% of its small business loan customers. It is also the only lender 

to 80% of used commercial vehicle loan customers. 

15. The management has stated that if it were to offer the guaranteed loan finalized by the 

government of India to all eligible customers, the amount would come up to Rs 5500 Cr (roughly 

MSME loans). 

16. The company is offering bounce back loans to its MFI customers called Vishwas Loans which is 

expected to bridge the immediate requirement for them. 

17. The company has stopped providing any new unsecured business loans and the outstanding 

currently is around Rs 153 Cr with NPA of Rs 42.5 Cr and provision of Rs 25.6 Cr. 

18. In corporate loans, the company is primarily lending to emerging NBFCs. The company makes it a 

point that it lends to only those NBFCs that keep their CAR above 30%. 

19. Around 67% of the MFI book is in the red zone. In terms of the total loan book, 11% is in the green 

zone, 44% is in the orange zone and 45% is in red zones. 

20. The company has only made one claim under CGTMSE for an NPA. There is an 18-month window 

from the date of disbursement after which the company will receive the 75% claim. 

21. The management has stated that it has not received any requests to waive interest in the 

moratorium period. 

22. The management believes that the period between June to September will be critical to see as 

people who are able to pay two EMIs between the period should not turn NPA from October 

onwards. 

23. The management has stated that 40% of OD loans have already paid back their overdue and thus 

the field for loans turning NPA has narrowed significantly. 
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24. Around 35% of this OD loan book or Rs 350 Cr are the ones that have not yet paid anything since 

Feb. Thus the company shall focus on collections from this set so that no one turns NPA. 

25. Since that start of lockdown, the company has added around Rs 700-800 Cr of deposits and are 

bringing up their customer acquisition rate to almost 24000-25000 a month. 

26. The company keeps a forward liquidity cover of 1 to 1.5 months which is parked in government 

securities and reverse repos. The total cover is around Rs 1000-1200 Cr. 

Analyst’s Views: 

Equitas Holdings has been one of the important players in the MFI industry in India. The company has 

successfully formed its own SFB which is expected to get listed in the near future. The company has 

done well to maintain its revenue and loan book growth. The company is doing well to maintain a high 

customer acquisition rate despite the lockdown. Dependence on Tamil Nadu remains a big risk for the 

company as any adverse event in the region may drastically affect the company’s performance. It 

remains to be seen how the company will be affected when the moratorium closes and what kind of 

collections it can make then. Nonetheless, given the company’s history of consistent performance and 

the highly anticipated IPO of its SMB, Equitas Holdings remains a good stock to watch out for in the 

Microfinance and Small Finance Banking market. 
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Ujjivan Small Finance Bank 

Financial Results & Highlights 

Brief Introduction: 

Ujjivan Small Finance Bank Limited is a mass-market focused bank in India, catering to financially 

unserved and underserved segments and committed to building financial inclusion in the country.  

Their Promoter, Ujjivan Financial Services Limited (UFSL) commenced operations as an NBFC in 2005 

with the mission to provide a full range of financial services to the ‘economically active poor’ who 

were not adequately served by financial institutions.  On 7, October 2015, UFSL received RBI In-

Principle Approval to set up a Small Finance Bank(SFB), following which it incorporated Ujjivan Small 

Finance Bank Limited as a wholly-owned subsidiary. UFSL, subsequent to obtaining RBI Final Approval 

on November 11, 2016, to establish and carry on business as an SFB, transferred its business 

undertaking comprising of its lending and financing business to the Bank, which commenced its 

operations from 1, February 2017. Ujjivan Small Finance Bank has a diversified portfolio with branches 

spread across 24 states and union and a customer base of 4.9 million as of September 30, 2019. 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 809.7 602.2 34.46% 781.3 3.63% 3025.8 2037.6 48.50% 

PBT 93.7 72.2 29.78% 113.5 -17.44% 466.2 268.4 73.70% 

PAT 73.2 63.8 14.73% 89.7 -18.39% 349.9 199.2 75.65% 

 

Detailed Results: 

1. The company had a stellar quarter with more than a 35% growth in YoY revenues. FY20 revenues 

were up 48.5% YoY showcasing a good year for the bank. 

2. The profits for the company rose 15% YoY while PBT growth was also 30% YoY in Q4. These figures 

were subdued because of the increased provision made of Rs 96.88 Cr in Q4. 

3. The company made disbursements of Rs 3254 Cr in the current quarter vs Rs 3728 Cr last year. 

4. The gross loan portfolio has risen to Rs 14153 Cr registering a YoY growth of 28%. 

5. Secured loans now constitute 22% of all loans as compared to 14% a year ago. 

6. GNPA in Q4 was at 1% while NNPA was at 0.2%. An additional write-off of Rs 19.2 Cr was taken in 

Q4. COVID-19 provisioning was at Rs 70 Cr. 

7. Deposits were up 46% YoY to reach Rs 10780 Cr covering 76% of total loans vs 67% a year ago. 

8. Retail deposits are now at 44% of total deposits vs 37% a year ago. CASA has improved to 14% vs 

11% a year ago. CASA was up 86% YoY. 

9. Net Interest Income rose 46% YoY. 

10. Net interest margin declined slightly to 11.2% in Q4FY20 vs 10.8% a year ago. 
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11. Cost to income ratio was reduced to 65% from 78% a year ago. 

12. ROA and ROE for the company rose to 1.6% (vs 2% a year ago) and 9.3% (vs 14.2% a year ago) in 

Q4. 

13. ROA and ROE for the company rose to 2.2% (vs 1.7% a year ago) and 13.9% (vs 11.5% a year ago) 

in FY20. 

14. The company maintained an LCR of 261%. CRAR improved to 28.8% vs 18.9% a year ago. 

15. The number of customers rose to 52.5 lakh from 46.1 lakh a year ago. 

16. The top 3 states Tamil Nadu, Karnataka, and West Bengal account for 44.9% of total advances. 

17. Group loans constitute 65.8% of all advances and have grown 10.3% YoY. 

18. The average ticket size in group loans is at Rs 35440. 

19. The company PCR for Q4 was at 80%. 

20. The average cost of funds has gone down to 7.9%. 

21. Book value per share was at Rs 17.3 per share. 

 

Investor Conference Call Highlights: 

1. The bank has offered moratorium to almost 70% of its customers. 

2. Around 60% of the bank’s branches are fully operational at present. 

3. The bank has gotten a reaffirmed credit rating of A1+. 

4. Around 50% or more of the customer set for the company is engaged in essential services like 

groceries, dairy, etc. 

5. The management has stated that there isn’t any issue arising from the exodus of migrant labour 

as most of the bank’s customers are women borrowers. The bank has a policy to only lend to 

people who have stayed at the same residence for at least 5 years which does not allow any 

floating population in the customer set. 

6. Around 91% of the bank’s customers are in allied Agri or dairy business which has not seen any 

drop in demand due to COVID-19. 

7. The bank has been able to take some funds at low cost from SIDBI under the Atmanirbhar package 

from the Indian Government and the management expects the overall cost of funds to go down 

due to this. 

8. The management expects demand for credit to remain steady especially in rural regions mainly 

on the back of expectations of normal monsoons. 

9. The management sees a good opportunity to reduce customer acquisition costs using digital 

techniques. 
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10. The basis for arriving at Rs 70 Cr of COVID-19 provisioning was that it represents 2.5% of the bank’s 

portfolio. 

11. The management has stated that around 90% of the overall portfolio is under moratorium with 

99% in micro banking, 70% in MSE & housing, and 60% in personal loans. 

12. The management maintained that the bank did not see any premature withdrawal of deposits due 

to the Yes bank moratorium event. 

13. The total CASA for the bank is at Rs 1459 Cr with savings at Rs 1230 Cr and current at Rs 229 Cr. 

Around 44% of deposits are retail and the rest are wholesale. 

14. The concentration of top 10 customers is at 17-18% of the portfolio at the bank level. 

15. From the survey done on the bank’s customer set, the bank found out that only 4% of customers 

said that it will take 3-6 months for them to recover from the COVID-19 impact. The rest 96% did 

indeed report some reduction in income but their work seems secure at the moment. 

16. In the FIG book, less than 40% of value has been under moratorium as reported by the 

management. 

17. Around 40-44% of the total book falls in the red zone while 16% falls in the green zone. The rest 

of the book falls in the orange zone. 

18. The management believes that a large portion of the business will continue to come from repeat 

businesses and a large portion of repeat business can be done in a contactless manner which can 

lead to cost savings. 

19. The management has stated that the company has an adequate amount of workforce currently 

and thus it didn’t see any need add to current headcount since December. The efficiencies going 

forward are expected to come from implementing new technologies and contactless lending. 

20. The bank has put on hold its plan for branch expansion and is expected to revisit it after Q2 this 

year. 

21. The management has stated that there will definitely be a need for top-up and other kinds of 

emergency loans and the bank will definitely be ready with it. Collections are largely expected to 

improve as compared to April but to what extent exactly remains debatable until everything opens 

up. 

22. The bank is not seeing any adverse change in customer behaviour due to the moratorium. The 

management believes that there aren’t any wilful defaulters here in the customer set that the 

bank has. In the MSE & housing loan space, the bank has LTV of 40% and thus it has more than 

adequate collateral to cover defaults and even provide emergency loans to customers in this 

division. 

23. As things open up, the management has stated that the bank shall focus on repayment and 

extending credit to good customers. 

24. The management has stated that misc income is what the banks get for banking operations and 

cards and AMC income. Most of these are through digital transactions and thus as digital 

transactions for the bank is rising so is misc income. 
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Analyst’s View: 

Ujjivan Small Finance Bank has been one of the top players in the SFB industry. It is the biggest and 

most diversified company in this sector in terms of geographical reach. The company has done well to 

deliver a good performance in Q4 after its bumper listing. But despite all the good performance, the 

bank is staring at an impending dip in performance due to the disruption caused by COVID-19 in the 

upcoming quarter. The bank is doing well in keeping track of its customer base and keeping in touch 

with them and collecting relevant survey data to identify how the customer is being affected by 

COVID-19. It is a good sign that the bank is now looking to focus on transforming its operations to a 

more contactless mechanism using digital techniques and concentrating on repeat business from 

customers with a good operational and repayment history. It remains to be seen what is the exact 

extent that the MFI sector has been damaged by COVID-19 and what issues will this industry face 

going forward. Nonetheless, given the bank’s industry position, its wide geographical reach, and its 

rising digital transactions, Ujjivan Small Finance Bank is a pivotal Small Finance Bank stock to watch 

for, particularly given its current valuation of under 2 times book value. 
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MUTUAL FUNDS 
HDFC AMC 

Financial Results & Highlights 

Brief Company Introduction 

HDFC Asset Management Company Limited (HDFC AMC) is Investment Manager to HDFC Mutual Fund, 

the largest mutual fund in the country. HDFC AMC has a diversified asset class mix across Equity and 

Fixed Income/Others. It also has a countrywide network of branches along with a diversified 

distribution network comprising Banks, Independent Financial Advisors and National Distributors. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 449.62 547.67 -17.90% 591.99 -24.05% 2143.43 2096.78 2.22% 

PBT 329.57 414.55 -20.50% 466.03 -29.28% 1653.05 1374.7 20.25% 

PAT 249.83 276.17 -9.54% 352.55 -29.14% 1262.41 930.6 35.66% 

 

Detailed Results 

1. Revenues for the quarter were down 18% YoY at Rs 450 Cr. After several quarters this is 

happening for the first time that revenue is down YoY. Full-year revenue is up 2% YoY. 

2. PBT in Q4 is down 20% YoY at Rs 330 Cr and PAT is down 9% at Rs 250 Cr. 

3. Fair Value loss on Essel Group exposure is Rs 120.4 Cr. This is the primary reason for the dip in 

other income and the profitability of the company. 

4. Industry Total Closing AUM at the end of FY20 was Rs 22.3 trillion (23.8 trillion in FY19). Equity 

AUM was 8.3 trillion for FY20 as against 10.2 trillion in FY19. Fall in equity AUM is almost entirely 

because of the fall in market price. 

5. SIP flows for the industry in the quarter was resilient at Rs 86 Bn. 

6. QAAUM for HDFC has grown 8% YoY. 

7. Closing AUM for HDFC has fallen from Rs 3439 Bn in FY19 to 3191 in FY20. 

8. QAAUM for actively managed equity-oriented schemes for HDFC saw a 2% growth in Q4. 

9. Closing AUM for actively managed equity-oriented schemes for HDFC saw 27% de-growth due to 

an acute fall in the stock market in the month of March 2020. 

10. The breakup of closing AUM for HDFC by segment is as follows: 

38. Equity: 38.3% vs industry average of 37.1% 

39. Debt: 32.8% vs industry average of 34.9% 
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40. Liquid: 27.2% vs industry average of 18.6% 

41. Others: 1.7% vs industry average of 9.4% 

11. The market share in Total AUM for HDFC is 14.3%. Market share in Actively Managed Equity 

Oriented AUM for HDFC is 14.7%. 

12. Number of individual assets grew 3% YoY while market share if HDFC AMC in individual assets 

was at an industry leading 15%. 

13. The company also maintained a long tenure SIP book with 81% of order book having flows over 5 

years and 69% having flows over 10 years. 

14. The distribution of total AUM across different channels saw the following changes in FY20: 

a. Direct: 47.8% vs 38.3% a year ago 

b. HDFC Bank: 5.6% vs 8.6% a year ago 

c. Banks: 10.7% vs 14.2% a year ago 

d. IFAs: 23.4% vs 27.5% a year ago 

e. National Distributors: 18.1% vs 20% a year ago. 

15. The company also maintained its position as 2nd biggest player in B30 markets with an 11.9% 

market share. 

16. The company also announced a year-end dividend of Rs 28 per share. 

17. HDFC AMC now operated through 221 branches, 9.4 million live accounts and 70,000 plus 

empanelled distribution partners. 

 

Investor Conference Call Highlights 

1. About 75% of the revenue comes from Equity oriented funds. Hence fall in the level of the equity 

market will have a bearing on the revenue of the company in FY2021 

2. A meaningful reduction in operating expenses is foreseen due to increased transactions on 

digital platforms. 

3. When the AUM falls down, there is a scope of marginally increasing the TER as per the SEBI 

guidelines. While the distributor’s commission has no link with the TER, so it will remain 

constant. So there will be an improvement in the margin. However, it is not clear whether the 

improvement will be marginal or significant. 

4. New SIP flows continue to be robust and it is still a material part of the equity funds. 

5. Sharper fall in the company’s AUM is due to high exposure in the small and midcap sectors. The 

industry average is that small and midcap funds form 10% of AUM. In the case of HDFC, they 

form 20% of the AUM. 
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6. The company is open to inorganic and using the currency of shares for acquisition, however, at 

the moment there is no proposal under active consideration. 

7. Trail fees paid on the book are less than the trail fees paid on the flows. 

8. The company continues to maintain focus on high margin equity fund business and containing 

operating costs. 

9. Due to the sharp fall in the equity market, the composition of the equity in the total AUM has 

fallen considerably in the Q4. 

10. In the December quarter, the advisory mandate had registered a decent performance fee. 

Hence, the QoQ comparison of revenue is not comparable. 

11. March SIP numbers were around 1100 Cr. Management would be happy if they manage to 

maintain the same level of flows every month for FY21 

12. There is a shift from long term debt to liquid funds due to market volatility and a state of fear 

and panic in the equity and debt markets. 

13. On a daily basis having conference calls to address the concerns of retail investors, distributors, 

and analysts. 

14. Management says that equity book is primarily influenced by flows and market movement. Flow 

as a percentage of the book continued to be robust. The fall is predominantly due to market 

movements. 

15. Rs. 100-125 Cr. out of about 4000 Cr of investments in the Balance Sheet is invested in equity. 

These investments in equity also include the mandatory portion as per SEBI regulations. 

16. Management is looking to control all the discretionary costs and rationalize employee costs to 

some extent in order to save on operating costs. 

 

Analyst’s View 

HDFC AMC is the leading mutual fund house in India. It is the market leader in actively managed equity 

funds space and a trusted mutual fund provider for individual investors which is evident in their high 

individual account numbers and AUM. The company had a muted quarter due to an acute fall in the 

market. Moreover, the company had to take an MTM hit on the P/L due to their exposure to the Essel 

group. The company is planning to contain cost by controlling discretionary expenses to tide over the 

uncertain period ahead in the stock market. Given the high exposure in equity funds and more so in 

the case of midcap and small-cap funds, HDFC AMC may have to face a temporary hit in the revenues. 

It remains to be seen how the COVID-19 situation will unravel and how it will continue to affect the 

investment sentiments in India. However, given the company’s strong past track record and its 

leadership position in the industry, the medium and long term outlook for HDFC AMC remains intact. 
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Nippon Life India AM 

Financial Results & Highlights 

Brief Company Introduction 

Nippon Life India Asset Management Limited (NAM India) is the asset manager of Nippon India Mutual 

Fund (NIMF). Nippon Life Insurance Company are the promoters of NAM India and currently hold 75 

of its total issued and paid-up equity share capital while Reliance Capital holds 0.93% of shares in the 

company. Equity Shares of NAM India are listed on BSE Limited and National Stock Exchange of India 

Limited. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 141.9 380.1 -62.67% 341.9 -58.50% 1134.3 1589.0 -28.62% 

PBT 37.3 206.6 -81.95% 188.7 -80.23% 561.4 686.7 -18.25% 

PAT 11.9 144.9 -91.79% 143.9 -91.73% 412.3 475.2 -13.24% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 149.6 397.5 -62.36% 360.6 -58.51% 1193.2 1649.9 -27.68% 

PBT 27.4 212.1 -87.08% 193.6 -85.85% 559.8 700.2 -20.05% 

PAT 4.1 151.7 -97.30% 149.3 -97.25% 415.8 487.1 -14.64% 

 

Detailed Results: 

1. Revenues declined 62% YoY mainly due to Other income coming in at Rs (125) Cr. Profits remained 

subdued for the company with Q4 PAT falling 97% YoY and FY20 PAT falling 14.6% YoY. 

2. As of 31st March 2020, AUM was at Rs 2,55,265 Cr or $34 billion. 

3. Equity assets grew to 42% of total AUM. Retail Assets were at Rs 44,429 Cr which 24% of total 

AUM. 

4. B30 assets were at Rs 32,101 Cr accounting for 17.4% of overall MF AUM. 

5. Individual AUM was at Rs 90,738 Cr which accounted for 49% of MF AUM. 

6. The company enjoyed a market share of 16% in ETF space with AUM of Rs 29,456 Cr. 

7. As on March 31, 2020, NIMF has over 87 lakh investor folios. Out of these, over 32 lakh were SIP 

folios, with an annualized SIP book of approx. Rs 9,700 Cr. 

8. Digital purchase transactions grew31% YoY and digital channel now contributes to 45% of total 

new purchases. 

9. Nippon India AIF has now had a total commitment of Rs 3200 Cr as of 31st March 2020. 

10. The board has announced a final dividend of Rs 2 per share. 

 

Investor Conference Call Details: 

1. New SIP registration has gone up by 56% YoY. 
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2. The company has a total of 76,200 distributors right now with no single distributor contributing 

more than 5% of the AUM. 

3. Operating expenses declined 34% YoY in Q4. 

4. The negative other income is mainly M2M loss from fall in NAV of the company’s investments into 

its own equity and ETF schemes which fell in March with the general market fall. The overall 

portfolio declined by 26% then. 

5. The management has clarified that the company has no exposure to Reliance Capital or any other 

Reliance group company. 

6. More than 80% of the company’s SIPs are for more than 5 years. 

7. The management has mentioned that the company will continue to incur expenses of around Rs 

150 Cr every quarter. 

8. The management has stated that other than credit funds, no other funds have witnessed any 

major hits. 

9. The company has started to operate under the new tax rate of 25%. 

10. The management maintains that the IFAs remain the biggest channel for the company. 

11. The company is seeing funds moving from credit funds and to high-quality low duration funds. 

12. The other expenses have fallen from Rs 60+ Cr to Rs 40 Cr mainly due to greater automation 

efficiencies and lower discretionary spending. 

13. The management is focused on profitable growth and profitability rather than market share. 

14. Operating profit for Q4 was at 29 bps while the figure for FY20 was 27 bps vs 21 bps a year ago. 

 

Analyst Views: 

Nippon India Life Asset Management is one of the leading asset managers in the country. The company 

has gone through a painful rebranding process in the last 12 months which saw the AUM for the 

company especially from institutional investors and HNIs decline. The company has finished its 

rebranding process in October The company continues to hold a commanding presence in the retail 

ETF space and has been expanding into the AIF space. This helps the company diversify and grow into 

alternate revenue streams that are not dependent on the domestic market. The Q4 results have been 

disappointing for the company mainly due to the negative other income which has depressed profits 

for the company in Q4. It remains to be seen whether the company will be able to match the pace of 

growth of its prime competitor HDFC AMC in this space and how it may capitalize on investor 

behaviour change due to COVID-19. Nonetheless, given the company’s market positioning and its 

competitive advantage in the ETF and AIF space, Nippon Life India Asset Management is a must-watch 

stock for every investor interested in the AMC space. 
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NBFC 
Bajaj Finance 

Financial Results & Highlights 

Brief Introduction: 

Bajaj Finance is engaged in the business of lending. BFL has a diversified lending portfolio across retail, 

SME and commercial customers with a significant presence in urban and rural India. It also accepts 

public and corporate deposits and offers variety of financial services products to its customers. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 6511 4879 33.45% 6312 3.15% 23823 17386 37.02% 

PBT 1205 1726 -30.19% 1999 -39.72% 6808 6035 12.81% 

PAT 892 1114 -19.93% 1488 -40.05% 4881 3890 25.48% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 7227 5294 36.51% 7019 2.96% 26374 18487 42.66% 

PBT 1278 1812 -29.47% 2170 -41.11% 7322 6179 18.50% 

PAT 948 1176 -19.39% 1614 -41.26% 5264 3995 31.76% 

 

Detailed Results: 

1. The company had a good Q4 with consolidated revenue growth of 36.5% YoY. PAT was down 19% 

YoY in Q4 mainly on account of extra provision of Rs 900 Cr for COVID-19. Adjusting for this 

provision, PAT growth for Q4 would be up 38% YoY. 

2. FY20 was a good year for the company with revenue growth of 43% YoY and PAT growth of almost 

32% YoY. 

3. Consolidated AUM for the company has grown 27% YoY. Without the 10 days of inactivity in Q4 

due to lockdown, AUM growth would have been around 31% YoY. 

4. CRAR was at 25% which is amongst the highest in NBFCs in India. 

5. The company’s surplus liquidity as of 15th May 2020 was at Rs 20,900 Cr. 

6. New loans booked in Q4 rose 3% YoY only due to low acquisition in the last 10 days due to 

lockdown. 

7. Net interest income for Q4 was up 38% YoY to Rs 4684 Cr. The same figure rose 42% YoY for FY20. 
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8. Total Opex to net interest income came down to 31% in Q4FY20 vs 34.4% in Q4FY19. The same 

figure was at 33.5% for FY20 vs 35.3% for FY19. 

9. GNPA was at 1.61% while NNPA was at 0.65%. The company also maintained a PCR of 60%. 

10. The company gave out an interim dividend of Rs 10 per share in February. 

11. The breakup of growth in consolidated loan book is as follows:  

1. Consumer B2B: 17% YoY 

2. Consumer B2C: 36% YoY 

3. Rural Lending: 44% YoY 

4. SME Lending: 23% YoY 

5. Commercial Lending: -7% YoY 

6. Mortgage lending: 36% YoY 

12. The deposits book saw a growth of 62% YoY in FY20. 

13. In the standalone business, AUM grew 18% YoY while net interest income for FY20 grew 39% YoY. 

14. Bajaj Housing Finance had a stellar year with AUM growth of 86% YoY and growth in net interest 

income of 119% YoY. PAT growth for this subsidiary was at 283% YoY. The entity maintained a CAR 

of 25.15%. 

15. The company is said to have tightened underwriting and LTV norms across all businesses till July. 

16. The company has resumed B2B lending in green and orange zones and has refrained from lending 

in any other category until the lockdown is lifted. 

17. B2B in rural has also been opened. Rural B2c is expected to be opened soon. 

18. The mix of retail to corporate in the company’s deposit book is 67:33. The company has reduced 

its retail deposit rate by 25 bps in May. 

19. The total provisioning in Q4 was at Rs 1419 Cr out of which Rs 129 Cr was for recalibration of ECL 

model, Rs 900 Cr for effects of COVID on overall business and Rs 390 Cr for 2 large identified 

stressed accounts. 

20. The company has offered moratorium to all of its non-NPA customers and has taken the decision 

of not providing moratorium to any customers that are more than 60 days overdue. 

21. ROA for Q4 was at 0.7% while ROE was at 2.9%. removing the impact of COVID provision, ROA and 

ROE would be 1.2% and 5% respectively. 

22. The company added 213 new locations in Q4 bringing its total up to 2392. 

23. The book value of the company share was at Rs 538 per share. 
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Investor Conference Call Highlights: 

25. The company has frozen all hires till September 2020. The management has instituted measures 

to reduce fixed opex by 22-24% in the last 3 months. This also includes freeze in branch expansion. 

26. The management has stated that although growth is a primary focus for the company, it will not 

be hastily chasing growth even in tough conditions like at present. Instead it will try and stay 

prudent and The company has frozen all hires until September 2020. The management has 

instituted measures to reduce fixed Opex by 22-24% in the last 3 months. This also includes a 

freeze in branch expansion. 

27. The management has stated that although growth is a primary focus for the company, it will not 

be hastily chasing growth even in tough conditions like at present. Instead, it will try and stay 

prudent and get ready to resume its high growth trajectory as soon as possible. 

28. The management has stated that although some amount of recovery can be expected from the 

stressed assets of ILFS and Karvy, the company has decided to write it off so that there isn’t much 

uncertainty arising from these accounts. Furthermore, whatever recovery comes from these 

accounts, it can be used to boost COVID provisions or even add on profits at a later date. 

29. The management has clarified that the company will indeed roll out its systematic deposit plan 

product on 1st It was supposed to be released earlier but got delayed due to the lockdown. 

30. The company has indeed formed various scenarios for estimating the impact on credit costs from 

COVID-19 and these scenarios are not fixed and are dependent on various factors like whether 

RBI extends the loan moratorium (which it did a week after this call was done). Thus the 

management has refrained from providing any specific guidance on how it expects credit costs to 

go in the future. 

31. The management has stated that there should no impact on the company’s books due to the 

suspension of the IBC process as the company does not have any clients under this. 

32. The management has stated that the company should be able to ensure robust fee income by 

utilizing cross-sell opportunities or by creating new products through data mining. The company 

has in fact developed its etch infrastructure to be able to allow for multi-card infrastructure so 

that it can facilitate different cards for different cards to be used for different purposes for the 

same customer. Although this has not been fully developed yet, there remains significant room 

for growth for the company using this mechanism. 

33. The management has stated that it is not correct to compare repayment behaviour for banks and 

non-banks as the customer set, behavioural characteristics, and nature of these repayments may 

not be comparable. Furthermore, these data vary a lot across all the players in the banking 

industry so it cannot be used as representative for such comparisons. 

34. The management has stated that it will not comment on behavioural change from COVID-19 as it 

is still too early to gauge customer preferences when the lockdown has not been fully lifted yet 

and things have not come to normalcy. 

35. The management has stated that it will not be focussing on disbursement growth right now. The 

fundamental focus for the company will be how to reopen its entire branch network properly and 
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bring back business to the pre-COVID level safely while managing the risks arising from the new 

business and economic environment. 

36. The management reiterates that the primary focus areas for the company immediately post 

COVID will be managing the Balance Sheet, preserving capital, managing Opex and boosting 

collections. As long as the company can stay resilient in tough times, it can resume its growth 

momentum once things come back to normal. 

37. In the auto finance business, PCR is at 54%. The management made the decision to write off NPAs 

directly instead or carrying it on the books in 2 and 3 wheeler segment because there are higher 

delinquencies in this segment. Thus PCR comes down automatically. 

38. The cost of funds for the company in Q4 was at 8.76% with liquidity drag. 

39. The company already has a proprietary structure where the company works with an agency and 

fully outsources the collection operations. Under this structure, the company has a bottom-up 

structure where the division of collection codes in each geography depends on the characteristics 

of that particular area. For example, Mumbai has more than 48 different codes which is greater 

than the number pf pin codes in the city. This model has worked well for the company and the 

company will build and enhance it further going forward. 

40. The company’s current CP book is less than Rs 2000 Cr. This represents an opportunity for the 

company to reduce the cost of funds by raising more funds through the short term CP route. 

41. The ECB borrowing issued by the company in April was for $75 million at a rate of 7.2%. It is a 3-

year program that is fully hedged for both principal and interest. 

42. The management has stated that the company has provided adequate support for its collection 

agencies so that staffing requirements remain adequate and things can bounce back fast once the 

economy opens up again. 

43. The interest rate charged during the moratorium will be the same as specified in the customer 

statement. 

Analyst’s View: 

Bajaj Finance is one of the fastest-growing NBFCs in India today. The company has done well to 

maintain its status as a growth company and has had a stellar year in FY20. But the economic shock 

and disruption from COVID-19 have forced the company to alter its path and focus on the balance 

sheet resilience and managing Opex while the economic environment remains tough. The company 

has indeed been agile and decisive to take quick decisions as to which businesses to open and which 

to keep on hold in the current environment. It remains to be seen what second-order effects will the 

COVID-19 disruption have on the NBFC space and how Bajaj Finance navigates through the trying times 

ahead. Nonetheless, given the company’s strong market position, the management drive to derive 

new opportunities through the use of data and technology, and its strong balance sheet position, Bajaj 

Finance remains a pivotal NBFC stock for all Indian investors. 
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Manappuram Finance 

Financial Results & Highlights 

Brief Company Introduction 

Manappuram Finance Ltd. is one of India’s leading gold loan NBFCs. Today, it has 4208 (Includes 

branches of subsidiary companies) branches across 28 states/UTs. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1191 892 33.52% 1133 5.12% 4352 3427 26.99% 

PBT 461 314 46.82% 456 1.10% 2672 2209 20.96% 

PAT 340 214 58.88% 334 1.80% 1230 790 55.70% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1618 1167 38.65% 1414 14.43% 5551 4242 30.86% 

PBT 534 409 30.56% 544 -1.84% 2007 1457 37.75% 

PAT 398 277 43.68% 402 -1.00% 1480 949 55.95% 

 

Detailed Results: 

1. The company had a very good quarter with consolidated revenues rising 39% YoY and 

consolidated PAT rising 44% YoY. 

2. RoA for the quarter came in at 5.7% while consolidated RoE came in at 28.2%. 

3. Total AUM grew 29.8% YoY to Rs 25225.2 Cr while gold AUM grew 30.9% YoY, highlighting 

excellent growth in AUM from all businesses. 

4. The company has a borrowing cost of 9.46% in the quarter. The cash and undrawn bank lines of 

the company were at Rs 2300 Cr as of Q4. 

5. The share of new businesses in revenues was at 32.7% in Q4. 

6. The book value per share was at Rs 68 at the end of Q4. 

7. The company also raised incremental borrowing of Rs 3979 Cr through domestic and overseas bon 

issuances and bank loans in the standalone business. 

8. In the gold loan business, the Opex to AUM has fallen to 6.8% from 7.6% in the last quarter while 

security costs have gone down 53.9% YoY. 

9. Gold AUM per branch rose significantly to Rs 4.81 Cr per branch vs Rs 3.84 Cr per branch a year 

ago. 
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10. The standalone business has GNPA and NNPA of 0.9% and 0.5% respectively while maintaining a 

CAR of 23.4%. 

11. The online gold loan’s share of total gold AUM has gone up to 48% in Q4. 

12. In Asirvad MFI, AUM grew 43.3% YoY while delivering 25.5% RoE for FY20. 

13. The GNPAs for Asirvad has risen to 1.56% in Q3 vs 1.34% in Q2. The NNPA is still due to the 

company’s good provisioning. Asirvad maintained a CAR of 25.4%. The subsidiary made a COVID-

19 provision of Rs 50 Cr. 

14. Asirvad has undrawn bank lines of Rs 1760 Cr and excess cash of Rs 1190 at the end of Q4. 100% 

of loans qualify for PSL. 

15. Asirvad now boasts of 1042 branches and a customer base of 2.37 million vs 1.8 million a year ago. 

16. The Housing and Vehicle finance divisions have shown good AUM growth of 21% and 20% YoY 

respectively. 

17. % of digital collections for Manappuram were at 72% while for Asirvad it was 9%. The digital 

tracing of MFI customers was at 94%. 

18. The company has announced a dividend of Rs 0.55 per share in the quarter bringing its dividend 

for FY20 to Rs 2.20 per share. 

 

Investor Conference Call Highlights 

1. The company saw a gold tonnage growth of 7.2% YoY in FY20. 

2. At the portfolio level, the average LTV is less than 50% against the target limit of 75% showing 

significant room for borrowing for customers against their collateral. 

3. The management has stated that Asirvad Microfinance follows strict guidelines for diversification 

of risks like a 10% lending cap on states and a 1% lending cap on districts with an aim to reduce 

the district cap to 0.5% in the next three years. This has enabled the MFI to be able to minimize 

geographical concentration risk. 

4. Asirvad also has the lowest operating expenses in the industry according to the management. 

5. The commercial vehicle finance division saw higher GNPL mainly due to the auto industry 

slowdown which was further exacerbated by the lockdown for COVID-19. 

6. During Q4, the company consciously chose to reduce lending to smaller NBFCs and MFIs given the 

current macro environment. 

7. In the current environment, the company is focussing on digital collections and customer 

communications. 

8. The average goal load size and duration were Rs 38,500 and 58 days respectively. Most of the gold 

loan customers did not opt for the moratorium. 

9. Asirvad was rated AA- by CRISIL which is the highest rating in the MFI industry at present. 

10. The company has reduced the CP ratio to 11%. 

11. Only 100 gold loan customers have applied for a moratorium as of April. 

12. Despite the loss of business due to the lockdown, the management remains confident of achieving 

10% revenue growth in FY21. 

13. The total value under moratorium for the vehicle finance division is Rs 130 Cr. 
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14. The consolidated cash position of the company is Rs 2500 Cr in cash and Rs 1500 Cr in undrawn 

lines. 

15. The company was disbursing around Rs 700 Cr every day. 

16. The management has stated that the majority of customers in the vehicle finance business are 1-

2 vehicle owners and thus this customer set should be in a more advantaged position as compared 

to fleets and wholesale customers. In this division, 10% of customers applied for the moratorium. 

17. After COVID-19, the bounce rate on gold loans has gone up 18-20%. 

18. The online gold loan business has seen good traction since the lockdown started and it has 

witnessed a portfolio growth of 10-12% already. 

19. The management expects almost 70% of gold loan volumes to shift to online by the end of Fy21. 

20. In the 1.5 months since 1st April, the company has disbursed Rs 20,000 Cr. 

21. The management has clarified that Manappuram does not provide any corporate guarantee for 

any of the subsidiaries’ borrowings and all of them raise debt on their own. 

22. The management has stated that employee costs in Asirvad have gone up almost 50% YoY mainly 

due to the company opening up more than 100 branches in FY20. As a percentage of revenues, 

Opex is kept below 5% which is very good for an MFI. 

23. The company has managed to reduce back-office costs of Rs 20-25 Cr per year. This was done 

mainly through outsourcing various back-office tasks. For example, the company has outsourced 

infrastructure management to IBM. 

24. The main focus of cost savings from an online gold loan is that it shall reduce the number of 

employees required to run a branch. The management believes that the current number of 

employees in branches can handle up to Rs 15 Cr per branch as opposed to the current Rs 5 Cr per 

branch. 

25. The company will institute a 100% bank disbursal in Asirvad from August 17 onwards. 

 

Analyst’s View 

Manappuram Finance has long been one of the most consistent players in the NBFC sector in India. 

The company has cemented its position as one of India’s gold loan providers in India by growing its 

core business consistently. The company’s current quarter performance has been very good with 

>20% YoY AUM growth across all segments. The rise of Asirvad in FY20 has been particularly good. The 

company has done well to emphasize good risk management for the MFI unit by capping lending % at 

both state and district level. The company has also seen good traction in the online gold loan which is 

expected to keep growing even faster in current times of COVID-19 disruption. It remains to be seen 

how the company’s collections will be affected once the quarter ends and collection for disbursals in 

FY21 starts. Nonetheless, given the company’s resilient customer base and gold loan AUM along with 

the rising star among MFIs in India Asirvad Microfinance, Manappuram Finance seems like a pivotal 

finance stock to watch out for.  
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Piramal Enterprises  

Financial Results & Highlights  

Brief Company Introduction 

Piramal Enterprises Limited (PEL) (including its subsidiaries) is one of India’s large diversified 

companies, with a presence in Healthcare, Healthcare Insights & Analytics business and Financial 

Services. In Pharmaceuticals, through an end-to-end manufacturing capabilities across its 

manufacturing facilities and a large global distribution network, the Company sells a portfolio of niche 

differentiated pharma products and provides an entire pool of pharma services (including in the areas 

of injectable, HPAPI etc.). In Financial Services, PEL provides comprehensive financing solutions to real 

estate companies. Healthcare Insights & Analytics business, Decision Resources Group, is a premier 

provider of healthcare analytics, data & insight products and services to the world’s leading pharma, 

biotech and medical technology companies. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1277.77 1041.52 22.68% 1068.77 19.56% 4918.25 4117.16 19.46% 

PBT -118.44 -82.78 -43.08% 112.7 -205.09% 539.84 -797.61 167.68% 

PAT -484.28 -63.81 -658.94% 36.72 -1418.85% 144.85 -868.01 116.69% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 3580.55 3491.08 2.56% 3411.34 4.96% 13559.4 12192.2 11.21% 

PBT -1101.53 796.61 -238.28% 898.3 -222.62% 1407.12 2541.84 -44.64% 

PAT -1702.6 454.63 -474.50% 724.2 -335.10% 21.14 1464 -98.56% 

*One-time accounting write-off of INR 1,758 Cr. of Deferred Tax Asset (DTA) and reversal of Minimum 

Alternate Tax (MAT) Credit 

*One-off incremental provisions of INR 1,903 Cr. 

Detailed Results 

1. The company had a rough quarter. Total Revenues for Q4 were lower by 2% and reported a loss 

of 1703 Cr for the quarter. 

2. Pharma business showed good growth for the quarter and the full year. Pharma revenues up 13% 

to INR 5,419 Cr for the year with the EBITDA margins at 26%, FY20 EBITDA for the Pharma business 

crossed INR 1,400 Cr. 

3. Financial Services business took a big hit. Revenues were down 11% in the quarter and 8% for the 

full year. Pharma business, on the other hand, grew 10% YoY in Q4 and 13% YoY for FY20. 

4. The company announced a final dividend of Rs 14 per share for FY20. 
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5. Capital inflows of INR 14,500 Cr. from key milestone transactions in FY20. These include the 

preferential allotment for CDPQ, the right issue for existing shareholders, and the sales of a 10% 

stake in Shriram Transport Finance and DRG. 

6. The company has an unallocated surplus equity pool of Rs 10,482 Cr. 

7. Total equity increased 12% to INR 30,572 Cr. vs. INR 27,224 Cr. last year. 

8. Net debt reduced by 25% to INR 37,283 Cr. vs. INR 55,122 Cr. last year. Net debt to equity reduced 

to 1.2 times 

9. One-time accounting write-off of INR 1,758 Cr. of Deferred Tax Asset (DTA) and reversal of 

Minimum Alternate Tax (MAT) Credit, as the Company opted for a lower tax rate under the new 

corporate tax regime. 

10. One-off incremental provisions of INR 1,903 Cr. (INR 1,411 Cr., net of taxes) in Financial Services. 

Adopted a conservative and prudent approach, given macroeconomic uncertainties. 

11. Loan book at INR 50,963 Cr., with top-10 exposures reduced by ~INR 4,200 Cr. during the year. 

12. Raised ~INR 13,500 Cr in long-term borrowings over last one year 

13. ~INR 8,900 Crores were available in the form of cash and undrawn bank lines as of Mar 31st, 2020. 

14. Housing Finance loan book of INR 5,534 Cr.; aim to create a multi-product Retail Lending franchise. 

15. Overall provisioning at ~2.5x times of GNPAs and 5.8% of the overall loan book. PCR at 40%. 

16. Capital Adequacy Ratio of the Financial Services business at 31% (vs. 22% as of Mar-2019). 

17. Loan book split as on 31.03.2020: 

1. Whole Sale Real Estate: 70% 

2. Hospitality: 4% 

3. Corporate Lending: 15% 

4. Retail Financing: 11% 

18. 12% YoY reduction in wholesale loan book, which includes real estate and corporate loans 

19. Exposure to top-10 accounts reduced by ~INR 4,200 Cr. during the year (a decline of 23% YoY) 

20. As of Mar-20, three exposures were >10% of the net worth of the FS business, which includes one 

account >15% of net worth 

21. Share of CPs in overall borrowings has declined 94% to INR 1,080 Crores as of Mar-2020 from INR 

18,017 Crores in Sep-2018. 

22. The company also has a positive asset-liability mismatch across all maturities. 

23. Gross debt to equity of Financial services business reduced to 2.6 times from 3.9 times a year ago. 

24. In the Pharma division, FY20 revenue & growth across segments was: 

1. CDMO: Rs 3154 Cr & 13% YoY 
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2. Complex Generics: Rs 1853 Cr & 11% YoY 

3. Consumer Healthcare: Rs 418 Cr & 25% YoY 

25. The JV with Allegan saw revenues of Rs 393 CR and a net profit of 104 Cr in FY20. PEL has a 49% 

stake here. 

26. EBITDA margins for the division improved further to 26% in FY20 from 21% a year ago. 

27. In the CDMO business, two client NCEs (new chemical entities) were approved for launch by the 

USFDA in Q4FY20. 

28. In complex generics, the company launched 11 products in FY20 and 3 products in Q4. 

29. Company plans are to raise funds by issuing a minority stake in the pharma business to potential 

financial investors. 

Investor Conference Call Highlights 

1. PEL has 10000 Cr of repayments coming due in the next two quarters. Against that, they have 

carried 4000 Cr of cash in the new FY. They have cash inflows of two banks of 4000 Cr in April. In 

LTRO they have a modest success of 1000 Cr sanctioned loans. And in the next 2-3 months, they 

expect further 4000 to 5000 Cr through bank lines. They are also in the next two to three months 

they are trying to down-sell a couple of their assets. 

2. In the pharma business, the company is in advance talks with investors for selling some stake. The 

pharma business would first be transferred into a 100% subsidiary of PEL. And then the investor(s) 

are expected to invest in the pharma subsidiary for around 20% stake. This money would 

eventually flow into PEL, the holding company. 

3. Debt on pharma books is currently around 4500 Cr. When investment comes, the debt will reduce 

to around 3000 Cr. and rest will be used in the holding company of PEL. 

4. Goodwill of the pharma business is 852 Cr. In CDMO business management expects to grow at a 

CAGR of 15-20%. 

5. On the lending side, 80% of the borrowers of PEL have asked for a moratorium of the payments. 

6. Management is building technology for their consumer finance vertical and refrain from divulging 

much information. They would share more details in the next call. 

7. PEL is focusing on diversifying its loan book and making it more granular. Hence, they are 

consciously down-selling a few of the real estate and corporate wholesale assets. 

8. Rs 260 Cr of additional GNPA The same is split between two groups- Marvel & Maitra. 208 Cr of 

exposure is in Marvel, where PEL has accepted a one-time settlement resulting in a loss of 31 Cr. 

The majority of the balance of 260 Cr post-Marvel exposure is in the Maitra group. PEL is in process 

of selling the assets in due course of time and hence taken suitable provision. 

9. The portfolio churn is happening in retail housing where there is a down-selling of past loans and 

pickup of new loans. Hence, the management foresees very tepid growth for a few quarters. 

10. The incremental cost of funds during the quarter is 9.5%-10%. 

11. PEL has a 2000 cr hospitality portfolio. Management expects the hospitality industry to at least 

take 18 months to recover. However, they claim that all the loans have been on operating assets. 

Not a single loan is on under-constructed property. And the majority is given to top brands like 

Taj, Oberoi, Hyatt etc. 

12. The company’s LTV is also very low (below 65%) in the case of the hospitality sector. 

13. Company is expecting only about 1000- 1500 Cr sanction from LTRO1 
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14. Loans moratorium which PEL availed for was around 1500 Cr. Out of that also, they paid roughly 

50% as the banks later asked them to. So, currently, the loan moratorium is Rs 750 Cr. 

15. In the LRD book company has around 950 Cr of assets. The majority of that is in BKC, Mumbai to 

Wadhwa group and it is going on smoothly. 

16. Whenever there is a tsunami in the financial market, management stress-tests its books and 

makes the provision accordingly. This time it is an even worse situation. Management has in its 

scenario analysis has also included a case where there would be zero sales, zero construction, and 

zero collection for the next three quarters. And post that the industry would limp back to 

normalcy. 

17. In real estate, the lender must provide liquidity to the developer to ensure that the project gets 

completed. If the project gets delayed or stuck, the whole value chain suffers. 

18. To one of the questions, management clarified that they are not looking at any new business 

segment at the moment. 

19. The reduction of exposure in Lodha was supposed to be completed by March 2020. However, it 

has got delayed. Management expects it to get to that reduced level by September 2020. 

20. The corporate loan book is around 7000 Cr. 4700 Cr of that is in Infrastructure (renewables). The 

company is in advance talks with private InvITs to sell these assets. They expect the corporate 

book to reduce to half in the coming year. 

21. The additional provision of 1900 Cr was not mandated by RBI. The company has done that on its 

own by following a prudent and conservative policy for the way forward. 

22. Management continues to stay conservative and resist from making any comment on growth 

plans. Hence, the focus is on improving the liquidity and the health of the Balance Sheet. 

 

Analyst’s Views 

Piramal Enterprises is facing the heat of the challenging economic environment and downturn in the 

real estate sector. Even though the pharma business is doing well, the problems of financial business 

are dragging their overall performance. The company is constantly working on improving the liquidity 

condition of its Balance Sheet. They are in advance talks of selling a stake in the pharma business 

which can be partly used to retire debt in the pharma business and partly to improve the liquidity of 

the financial business. In this period of the pandemic, how the company adapts to the new 

environment remains critical. However, given their past track record, management capability, and 

surplus unallocated capital which can be deployed to support any of the conglomerate’s various 

businesses, Piramal Enterprises continues to be a good conglomerate stock to watch out, particularly 

in the real-estate lending space. But looking at the valuations, it seems like near term worries are 

outweighing the long term prospects for the company in investor’s minds. 
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NETWORK & COMMUNICATIONS  
Bharti Infratel 

Financial Results & Highlights 

Brief Company Introduction 

Bharti Infratel is India’s leading provider passive telecom infrastructure and it deploys, owns and 

manages telecom towers and communication structures, for various mobile operators. The 

Company’s consolidated portfolio of over 95,000 telecom towers, which includes over 42,000 of its 

own towers and the balance from its 42% equity interest in Indus Towers, makes it one of the largest 

tower infrastructure providers in the country with presence in all 22 telecom circles. Bharti Infratel’s 

and Indus’ three largest customers are Bharti Airtel (together with Bharti Hexacom), Vodafone Idea 

Limited and Reliance Jio Infocomm Limited, which are leading wireless telecommunications service 

providers in India by revenue. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1719.7 1693.2 1.57% 1683.2 2.17% 6867 8049.3 -14.69% 

PBT 541.5 601.2 -9.93% 554.2 -2.29% 2412.2 3665.1 -34.18% 

PAT 406.4 389 4.47% 414.1 -1.86% 1746.6 2779 -37.15% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 3624.4 3600 0.68% 3673.3 -1.33% 14647 14582 0.45% 

PBT 866.2 1006.4 -13.93% 1068.8 -18.96% 4083.4 4102.2 -0.46% 

PAT 649.5 607.6 6.90% 798.7 -18.68% 3298.7 2493.8 32.28% 

 

Detailed Results: 

1. Consolidated revenues grew 0.4% YoY in FY20 while consolidated profits grew 32% YoY in the 

same period. 

2. Consolidated revenues grew 0.7% YoY in Q4FY20 while consolidated profits grew 7% YoY in 

the same period. 

3. Total Tower base was at 95372 while total co-locations were at 174581 with a closing sharing 

factor of 1.83. 

4. The board declared a dividend of Rs 4,1 per share on 23rd April 2020 which brings the total 

dividend in FY20 up to Rs 10.5 per share. 

5. The EBITDA margin for the company improved dramatically in FY20 to 50.8% which was up 

920 bps YoY. 

6. The net profit margin also improved 540 bps YoY to 22.5% in the same period. 

7. The sharing revenue per tower per month grew 3.9% YoY for the company. 

8. The sharing revenue per operator per month grew 6.5% YoY in the same period. 
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9. The average residual contract period was at 4.35 years on 31st March 2020 while minimum 

lease payment receivable was at Rs 36570 Cr. 

Investor Conference Call Details: 

1. The management has stated that the Long Stop Date for the merger with Indus Towers has been 

extended to 24th June 2020 from 24th Feb 2020 due to the COVID-19 disruption. 

2. The company reported gross additions of 13623 co-locations in FY20. 

3. The consolidated EBITDA grew 23% YoY in FY20. The main reason for this growth was the change 

in Ind AS 116 in recognition of lease expenses as D&A which pushed EBITDA up. 

4. Pre-tax and post-tax ROCE for the company were at 24% in Q4. 

5. The management has clarified that the company has reduced deployment since the lockdown and 

has been focused mainly on keeping existing networks running properly. It is only deploying 

personnel when there is a critical need. 

6. The average rent per tower has gone down due to building new towers which are 1 tenant sites. 

7. The management has stated that the company is focusing on reducing rent while keeping long 

term relationships with landlords intact. 

8. The company is also looking to enhance efficiencies as the management believes there is going to 

be a higher demand for its services particularly from the IT services sector where most of the 

people are working from home now. 

9. The management has clarified that it has never enforced any rule regarding a fixed number of 

tenants per tower and it builds towers as per client requirements only. 

10. The management confirms that the company will be adding more co-locations going forward from 

more than 1 customer. 

11. The increase in other expenses was due to an increase in provision in Indus for doubtful debts. 

12. The management is confident and comfortable with the survivability of Vodafone Idea and is not 

worried about any disruption in payments once the moratorium ends in FY23. This is mainly 

because the management is confident in the capital raising capability of the Birla Group. 

13. The management clarified that the company is not losing money on single-tenant towers and is 

confident that it will not encourage operators to go back to building their own towers. It has also 

stated that the major profits for the company start rolling in once the second tenant starts working 

on each tower. Thus the towers are never made with only single-tenant capability. 

14. A ground-based tower costs around Rs 1.5 Lacs to Rs 3 Lacs to build depending on requirements. 

The terrain costs account for 7% to 10% of total Capex per tower. 

15. The management remains confident in completing the merger with Indus within the new 2-month 

deadline. 

16. The management has stated that it will consider doing buybacks if the taxes in dividend 

distribution are not feasible as compared to conducting buybacks. 
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17. The management has stated that there are indeed provisions for a higher return on single-tenant 

towers built on strategic sites. But there are no provisions on increasing rent on single-tenant 

towers in a later period of contracts. 

18. The management believes that since the telecom market is essentially 3 player market, there isn’t 

a big gap in coverage areas between players and thus there are very few instances of strategic 

single tenant towers as mentioned in the point above. 

19. The management has stated that the focus in rural areas is to increase coverage while the focus 

in urban areas is to increase the capacity of networks and in-building solutions due to an increase 

in in-building coverage issues. 

20. The management has hinted that going forward CAPEX should be more inclined towards building 

differentiation rather than expansion of volumes. This s mainly due to the expected increase in 

requirements and demand for more advanced networks like 4G and 5G. 

21. The management has admitted that there will be some recalibration of capacity between office 

and residential areas but overall there will not be any reduction in capacity anywhere. It may just 

be that the addition of capacity in residential areas will be greater than office space as demand 

for faster networks in such areas rises. 

22. The management has mentioned that most critical systems for the company are already on a 

private cloud in a different location. There is also an opportunity for the company to look at SaaS 

and other IT implementations for itself going forward. 

 

Analyst’s View: 

Bharti Infratel is India’s leading provider passive telecom infrastructure and it deploys, owns and 

manages telecom towers and communication structures, for various mobile operators.  The company 

is facing challenges on two fronts. On one hand, its major tenant, Vodafone-idea is in bad financial 

shape. Hence, future business potential through them is very uncertain at the moment. Secondly, 

competition from Reliance Jio Infratel is very powerful. The merger with the Indus tower is getting 

delayed for long. Recently, the deadline has been again extended from April to June. The telecom 

industry is going through a consolidation phase for a long time. Moreover, the demand for towers is 

expected to rise going forward as demand for data in this WFH environment will rise. Hence, it would 

be interesting to watch out how the company performs going ahead. In the near term, completing the 

merger with Indus Towers could be positive for the company. 
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Sterlite Technologies 

Financial Results & Highlights 

Brief Company Introduction 

STL, Sterlite Technologies Limited (Formerly Sterlite Tech) is a digital technology multinational 

company having offices in India, China, US, SEA, Europe and MEA. It is listed on Bombay Stock 

Exchange and National Stock Exchange of India. It has more than 270 patents and serving customers 

in over 150 countries, including Fortune 100. 

The company is specialized in optical fibre and cables, hyper-scale network design, and deployment 

and network software and offer bespoke integrated solutions for global data networks of CSPs, 

Telcos and OTTs. STL has also partnered with global telecom companies, cloud companies, citizen 

networks and large enterprises to design, build and manage such cloud-native software-defined 

network. It has strong global presence with next-gen optical preform, fibre and cable manufacturing 

facilities in India, Italy, China and Brazil and two software-development centres. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1049.2 1800.93 -41.74% 1118.35 -6.18% 4793.44 4897.47 -2.12% 

PBT 83.4 293.24 -71.56% 86.21* -3.26% 542.21* 811.32 -33.17% 

PAT 71.12 193.04 -63.16% 64.8 9.75% 433.52 535.23 -19.00% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1170.46 1804.36 -35.13% 1208.68 -3.16% 5188.7 5124.12 1.26% 

PBT 90.29 247.79 -63.56% 70.92* 27.31% 541.6* 863.54 -37.28% 

PAT 77.17 165.64 -53.41% 51.81 48.95% 432.72 585.38 -26.08% 

   * Contains Exceptional Item of an additional provision for Rs 50.71 Cr.  

Detailed Results: 

1. The quarter saw a severe revenue decline of 35% YoY in consolidated terms but FY20 revenues 

were flat at 1.26% YoY. 

2. Consolidated net profit declined 53% YoY and 26% YoY for the quarter and FY20 periods 

respectively. 

3. The current order book stands at Rs 10037 Cr. The proportion of new product to revenue stood 

at 20%. 

4. Within FY20, the company  

1. Acquired IDS Group which is a data center design and deployment specialist 

2. Invested in ASOCS which is a pioneer in virtual Radio Access Networks 

3. Partnered with VMware which a leading provider of the cloud virtualization 

infrastructure. 

4. Contracted with VVDN which is a developer of focused radio hardware solutions 

5. Aligned with IIT Madras for research and technological advancements in 5G 
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5. The company was the first fibre manufacturer in the world to achieve zero waste to landfill 

certification across glass, fibre, and cable manufacturing companies around the world. 

6. Exports accounted for 35% of revenues in FY20. The company also announced a final dividend of 

Rs 3.5 per share for FY20. 

7. The company launched stellar, Trueribbon, LEAD360, pFTTx, and dTelco in FY20. 

8. Top 20 customers account for 70% of revenues for the company. 

9. The client base breakup is as follows:  

1. Telcos: 50% 

2. Enterprises: 23% 

3. Citizen Networks: 24% 

4. Cloud Players: 2% 

10. The completion of various data network projects for the company are as follows:  

1. Intrusion Proof Smarter Network for Indian Army: 100% 

2. Network Modernisation for Indian Navy: 76% 

3. MAHANET: 74% 

4. T-Fibre for Telangana: 3% 

5. FTTH rollout for a large Indian Telco: 1% 

11. The company expects fibre demand to rise form 2021 onwards and 5G deployment cycle to last 

around 8-10 years. 

12. The order book spread across customer segments is as follows:  

1. Telcos:                    39% 

2. Citizen networks: 45% 

3. Enterprises:           16% 

4. Cloud:                       3% 

13. Around Rs 4000 Cr of the order book is to be collected in FY21 while the rest is beyond FY21. 

14. The company is carrying cash & cash equivalents of Rs 478 Cr as of 31st March 2020. 

15. The company has also announced open market buyback with a max buyback price of Rs 150 per 

share. 

  

Investor Conference Call Highlights:  

1. The company had launched Stellar fibre which is the first universal fibre in the world. 

2. The company is focussing on 3 key areas which are key account management to drive wallet 

share, tech-led end to end solutions to address larger customer set and partnerships & 

investments to enhance capabilities. 

3. All of the company’s plants in the word remain operational. 

4. The management is confident that the company has enough cash reserves to meet its fixed costs 

if the lockdown is extended. 

5. The management expects fibre demand to go down in H1FY21 mainly due to logistical issues. 

6. The management believes that the COVID-19 impact should transform digital communications 

and shall provide an inflection point for change in the communications sphere. 

7. Data demand has risen 30-40% since the start of COVID-19. This should drive data providers to 

make more and more resilient networks. 

8. Cloud migration and work from home phenomenon are also bringing in demand for low latency 

networks and cloud infrastructure. 

9. Data traffic is also shifting to residential areas and thus the demand for fibre for home is 

expected to rise. 
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10. The management expects large telcos to be the frontrunners in the 5g expansion. 

11. The three key trends going forward according to the management are:  

12. Significant network expansion by telcos driven by data growth which should spur deep fibre 

growth 

13. Large scale network creation by non-telco companies like cloud companies, campus connectivity 

by large enterprises and government institutions, data centers, etc 

14. The emergence of open-source software expected to drive next-gen data networks. 

15. The management is looking to defer Capex for the cable side for 6-9 months. The company is 

also looking to undergo cost optimization. 

16. The negative impact of COVID-19 on revenues is estimated to be Rs 170 Cr. 

17. The company has also delivered Rs 100 Cr of free cash flow in FY20. 

18. The management expects project progress to be slow in Q1 and to come back to its normal pace 

in Q2 onwards. 

19. Realizations have stayed flat QoQ while utilization was ta 80-85% of capacity before expansion. 

20. The management has stated that the shift to software was mainly to remove the dependence on 

fibre realizations which are mostly out of the company’s hands. 

21. The working capital stretch in Q4 was mainly due to the lack of sales and project implementation 

in the last 2 weeks in March. 

22. The CAPEX for FY21 is expected to be Rs 500 Cr which is largely on fibre side. 

23. The management has guided for total net debt reduction for the year forward. The management 

wants to set debt to equity target of less than 1. 

24. Only fibre sales are less than 10% of total revenues. Thus broad market rate for pure fibre sales 

does not affect the company’s margin as much as it did a few years ago. 

25. The utilization is expected to be around 90-95% of non-expanded capacity. 

26. The depreciation right now is taking the expansion into account fully. 

27. The company does not have any plans for issuing any dollar-denominated debt or foreign 

investment yet. 

28. The revenue breakup between products & services is 40:60 but it is moving more towards an 

integrated solution involving both products and services. 

29. The T-Fibre project is of Rs 1500 Cr and it is expected by FY22. 

30. 52% of sales were in pure-play services while 48% is from products, some of which are sold 

bundled along with integrated solutions. 

31. The average margin profile of products is 24% while the margin profile for services is 14%. The 

blended margin profile for integrated solutions should be around 18-19%. 

32. Out of Rs 500 Cr Capex, 225-250 Cr is for fibre, 50-60 Cr is for sustainable while 200 Cr is for 

cable. 

33. The management believes that the ROCE of 20-22% is definitely sustainable for the company. 

34. Close to 20% of the order book is from the government of India specifically Bharatnet. 

35. Right now only 30% of towers in India are connected with fibre. The current focus for India is 

expected to be largely on strengthening and enhancing the range of 4G before going for 5G. 
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Analyst’s View: 

Sterlite Technologies saw a big revenue and profit decline in the current quarter. The company has 

had a dismal quarter mainly due to delays in sales and project implementation in the last 2 weeks of 

March. The management expects Q1 to be tough for the company with subdued demand mainly due 

to logistical issues. The way forward for the communications industry seems to have been pushed 

towards data much faster due to COVID-19. As remote working and cloud infrastructure becomes 

more and more relevant, the demand for an end to end network solutions providers like Sterlite is 

also expected to rise. The company is making good investments and partnerships in the industry to 

enhance its capabilities and take advantage of the upcoming demand wave for stronger networks and 

more and more data centres. It remains to be seen how the uncertainty around COVID-19 unravels 

and how fast will the company be able to adapt and take advantage of the post COVID world. 

Nonetheless, given the company’s capabilities in providing integrated and tailored network solutions, 

its expanded production capacity, and long-running order, Sterlite Technologies looks like a pivotal 

stock to watch out for in the communications technology space. 
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OTHERS 
BSE 

Financial Results & Highlights 

Introduction 

BSE was established in 1875 and is Asia’s first Stock Exchange and one of India’s leading exchange 

groups. Over the past 144 years, BSE has provided a capital-raising platform and provided a platform 

for trading in equity, debt instruments, derivatives and mutual funds. It also has a platform for trading 

in equities of small-and-medium enterprises (SME). 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 130.5 157.5 -17.14% 125 4.40% 542 612.4 -11.50% 

PBT 0.5 50.7 -99.01% 100 -99.50% 175.2 218.5 -19.82% 

PAT 1.6 43.9 -96.36% 98.5 -98.38% 173.7 201 -13.58% 

 

Detailed Results: 

1. Operational revenue for the quarter ended 31st March 2020, has grown by 9% to INR 119.56 crore 

as against INR 109.92 crores for the previous quarter. Percentage of operational revenue -- total 

revenue for the quarter ended March 31, 2020, rose to 77% from 74% in the previous quarter. 

2. Total revenue for the quarter ended March 31, 2020, has increased by INR 7.13 crores to INR 

155.79 crore. 

3. During the quarter ending 31st March 2020, BSE provided for a onetime liability of INR 18.61 crore 

towards provisional for additional contribution to IFSC and IPF as desired by SEBI. 

4. BSE has made a provision of 50% towards its investment made in secured debentures of IL&FS in 

the previous year. 

5. Considering the unlikelihood of receiving any redemption amount in future, a further provision of 

50%, amount of INR 7.99 crore, has already been made in the financial for the year ended March 

31, 2020, making it a 100% write-off. 

6. On a consol basis, the profit attributable to shareholders of the company, excluding nonrecurring 

and exceptional items for the quarter ended 31st March, has remained steady at INR 17.34 crore 

as against INR 17.14 crore for the previous quarter. 

7. A onetime nonrecurring provision for additional contribution to IPF, as mentioned above, of INR 

18.6 crore has been made. This provision has been made in accordance with the finance 

conclusion by SEBI with respect to certain observations made in the -- earlier years. 

8. During the quarter ended 31st December 2019, an amount of INR 32.04 crore was booked as 

income on the sale of 4% equity in CDSL, and the amount of INR 3.62 crore was paid over 

settlement of service tax litigation under Sabka Vishwas Scheme.  

9. Above-mentioned exceptional items have resulted in a loss attributable to shareholders of INR 

1.31 crore for the quarter ended 31st March 2020, as against income of INR 45.57 crore in the 

previous quarter. 
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10. Considering the competitive pressure as well as the current economic and business scenario, BSE 

agreed to accept lower rates for AMCs. 

11. Company has recommended a final dividend for financial year 2019/'20 of INR 17 per equity share, 

having a face value of INR 2 each subject to approval of shareholders in an ensuing Annual General 

Meeting. 

 

 

 

 

Investor Conference Call Highlights:   

1. The total number of orders processed in Mutual Fund segment has risen by 60% to 575 lakhs 

during the year ended 31st March 2020 as compared to 360 lakhs in corresponding previous year. 

2. The platform received a record 70.36 lakh orders in the month of March 2020, surpassing the 

previous best record of 54.43 lakh orders in the month of January 2020. 

3. The total number of orders received in the month of March 2020 were higher by 86% as compared 

with the orders received in the month of March 2019. 

4. In spite of COVID-19, the platform has processed a record 11.58 lakh transactions on a single day 

on 13th April 2020, surpassing the previous best record of 10.10 lakh transactions on February 10, 

2020. 

5. Continuing the growth momentum, the platform contributed 61% in net equity flow of INR 3,806 

crore out of the entire MF industry's total of INR 6,212 crore in April 2020. 

6. The total number of X-SIPs registered under this segment increased by 52% to 24.37 lakhs for the 

year ended 31st March 2020 from 16.06 lakhs for the year ended 31st March 2019. 

7. The total value of orders processed in the Mutual Fund segment increased by 39% to INR 2.3 lakhs 

-- INR 2.23 lakh crore for the year ended 31st March 2020 from INR 1.61 lakh crore for the year 

ended 31st March 2019. 

8. The income earned in the StAR MF segment increased by 54% to INR 44.74 crore for the year 

ended 31st March 2020 from INR 29.02 crore for the year ended 31st March 2019.  

9. Income earned in this segment has contributed to 20% of the revenue from operations for the 

year ended 31st March 2020 as compared to 8% of the revenue from operations for the year 

ended 31st March 2019. 

10. BSE also has got recently approval from SEBI to start eKYC in the various segments, including the 

StAR MF segment. 

11. And BSE has also started collecting commissions on behalf of the IFAs who agree for the AMCs 

who agree to provide this commission through BSE, which will also become an interesting way to 

add additional income. 

12. BSE-Ebix Insurance Broking Ltd -- Pvt. Ltd., a joint venture of BSE with Ebix Exchange Pvt., Ltd., 

obtained an insurance broking license from insurance regulator, Insurance Regulatory and 

Development Authority of India, IRDAI. The company successfully beta launched its operation on 

February 7, 2020, and has booked more than 200 policies as on date. 

13. The company collected highest-ever fresh premium of INR 6.18 lakh, of which highest collection 

in a single day of INR 1.1 lakh on 16th March 2020. 

14. It is expected that the network of insurance broking business and mutual fund distribution 

platform shall complement and leverage each other for strong growth over time. BSE holds equity 

stake of 40% through its subsidiary, BSE Investments Limited. 
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15. The turnover at BSE's subsidiary, India INX at GIFT City, Gandhinagar, has been growing at a fast 

pace. Average daily turnover in India INX witnessed a growth of 195% to USD 2.2 billion for the 

year ended March 31, 2020, from USD 766 million for the year ended 31st March 2019. 

16. On November 26, 2019, BSE has announced a framework for listing of commercial paper, enabling 

the listing on BSE for commercial paper issued on or after 27th November 2019. Until date, 120 

issuers have done 1,385 issues of commercial papers and successfully listed commercial papers 

worth 5.3 lakh crore on BSE. 

17. BSE made total losses of 23 crores on the GIFT City operations, and it will probably continue in the 

next year as well. 

18. In this COVID scenario, the physical channels have been closed down. So more transactions are 

going through electronic channels, and BSE is pretty much now 60% of all the value on equities on 

a net basis. 

19. As AMCs are facing the heat of the market slump, they have requested for a cut in the commission, 

which BSE has agreed. So, they were now charging Rs. 9 per transaction, which will reduce to 5 or 

6 per transaction in the next year. 

20. Facilitating collections for IFAs from AMCs and e-KYC on BSE platform are two major positive 

developments recently. These two sources of revenue can really add to the growth engine of BSE 

Star MF business. 

21. Company’s current market capitalization is less than the tangible assets on the book. 

22. Investments has gone down from INR 2020 Cr to INR 158 CR. There are two reasons for the same. 

One is that they did a buyback last year. That impacted the investment revenues. And then there 

were some capital gains which was booked on sale of certain investments in the earlier year, which 

did not repeat this year. 

  

Analyst’s View: 

BSE is the largest stock exchange in the world in terms of listed entities. The company has been in this 

industry sector for close to 150 years and are still at the forefront of the industry in terms of 

technology and access to tradable products. While the company is losing market share in its traditional 

exchange business to NSE, BSE Star MF business is growing very rapidly. In FY19 it formed just 8% of 

the revenue. In FY20 the revenue contribution has jumped to 20%. With the long runway of growth in 

BSE Star MF and international exchange business along with a Star MF style platform for insurance 

also adds future engines of growth. The market capitalization of the company is less than the tangible 

assets it possesses. So the stock looks really undervalued at current levels. It would be interesting to 

see what events can trigger the rerating of the stock. BSE remains an interesting stock to watch out 

for.    
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CRISIL 

Financial Results & Highlights 

Brief Company Introduction 

CRISIL (formerly Credit Rating Information Services of India Limited) is a global analytical company 

providing ratings, research, and risk and policy advisory services. CRISIL’s majority shareholder is 

Standard & Poor's, a division of McGraw Hill Financial and provider of financial market intelligence. 

Consolidated Financials (In Crs) 

  Mar-20 Mar-19 YoY % Dec-19 QoQ % 

Sales 462.62 422.88 9.40% 484.25 -4.47% 

PBT 116.77 112.3 3.98% 132.1 -11.60% 

PAT 88.12 76.64 14.98% 95.33 -7.56% 

 

Detailed Results: 

1. The current quarter was encouraging for the company with revenues rising by 9.4% and profits 

rising 15% YoY respectively. 

2. The company now boasts more than 100,000 customers in more than 9 countries worldwide. 

3. The company completed the acquisition of Greenwich Associates LLC o 26th Feb 2020. 

4. Excluding Greenwich Associates LLC, the company saw revenue growth of 7.1% YoY and Pat 

growth of 26.8% YoY in the March quarter. 

5. The rating business grew 14.6% YoY with segment profits growing 21% YoY. With a margin 

improvement of 600 bps to 43% in the March quarter. 

6. The research business grew 7.7% in revenues. Model & risk offerings saw good responses in USA 

& EU. Growth in India was led by the launch of new reports on industry research and an 

investment research module in Quantix, an integrated data and analytics platform. The margin 

profile in this business fell 500 bps to 21% in the quarter while profits fell 11% YoY. 

7. The advisory business saw good wins but overall performance was affected by the delays in the 

closure of contracts in the quarter. Most of these delays were caused by disruption from the 

COVID-19. Revenues in this division fell 26% YoY with profits falling 83% YoY. 

8. The company also saw forex gains of Rs 16.78 Cr in the March quarter. 

9. The company is pointing that due to COVID019, there can be a global recession and a prolonged 

slowdown in India. GDP estimates for FY20 remain at 5% while FY21 estimates are at 1.8%. 
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Analyst’s View: 

CRISIL has been a trusted financial service and information provider for a long time. They have 

established themselves as a reputed name in their operational fields of ratings, research and advisory. 

The company saw a good response to the rating business while the research business grew steadily 

with the addition of Greenwich Associates to the company’s umbrella. The advisory business suffered 

a lot due to delays in contract closures from COVID-19. The company has guided that the oncoming 

period will be tough for both the Indian and World economy. It remains to be seen what second-order 

effects the COVID-19 situation will have on the company’s performance going forward. Nonetheless, 

given the company’s industry position and its financial resilience, CRISIL remains a pivotal stock in the 

rating sphere. The valuation multiple of the company continues to be near the lowest level in the last 

ten years which makes it an attractive potential investment for the long term. 
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TECHNOLOGY 
Tata Elxsi 

Financial Results & Highlights 

Introduction 

Tata Elxsi provides product design and engineering services to the consumer electronics, 

communications & transportation industries and systems integration and support services for 

enterprise customers. It also provides digital content creation for media and entertainment industry. 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 452 420 7.62% 444 1.80% 1668 1640 1.71% 

PBT 110 107 2.80% 102 7.84% 352 433 -18.71% 

PAT 82 71 15.49% 75 9.33% 256 290 -11.72% 

 

Detailed Results: 

1. The company saw revenues rise 7.6% YoY in Q4. 

2. The PAT for the company rose 15.5% YoY in Q4 and declined 11.7% YoY in FY20. 

3. Revenue from operations grew 3.6% QoQ & 8.3% YoY. 

4. EPD division grew 4.1% QoQ & 10.6% YoY while IDV grew by 7.6% QoQ & 5.4% YoY. 

5. Media & Communications vertical grew 8.6% QoQ & 25.5% YoY. 

6. Revenue distribution by geography is as follows: 

7.  

 EU: 39.9% 

 USA: 35.5% 

 India: 11.4% 

 Rest of the World: 13.2% 

7. The top 10 customers now account for 50.6% of total sales. 

8. The management commented that Q4 saw key wins for the company in the OTT space, broadband 

technology, and digital transformation in media & communications space. 

9. The company also added new customers in rail and off-road segments thus adding to 

diversification into adjacent segments. 
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Investor Conference Call highlights: 

1. The shipping of hardware was impacted due to the recent lockdown which has had an impact on 

revenue recognition. 

2. The medical business grew 60% YoY and was flat QoQ. 

3. The company is expecting softness and deferment of deals from auto clients mainly due to the 

softness in the industry being extended due to the COVID-19 phenomenon. 

4. The company saw a good turnaround in H2Fy20 after a muted performance in Q1 & Q2 with the 

emergence of new verticals like medical business and entry into new adjacent verticals like rail. 

5. The management has refrained from giving any definite estimation for the auto industry recovery 

as major auto markets in the world have all been hit by the COVID-19 and it is difficult to gauge 

how long it will stay in these places. 

6. The company is not withdrawing any offers for employment made so far and will only make hiring 

slow in the future to cope with the impact and wait for the broader market to recover to resume 

normal hiring again. 

7. The company expects less impact from COVID-19 in the media & comms business and the medical 

business. These are the verticals that are pushing the company up and compensating for the drop 

in business from the auto segment. 

8. The company has gotten inquiries for designing ventilators for Indian companies but it has not 

expected to have a significant impact on the company’s business. 

9. The management is seeing a relaxed stance from western countries on regulation and compliance 

on medical devices mainly due to the COVID-19 impact but this is not expected to last for long. 

10. The company is seeing major auto customers renegotiating contracts with them and it is not 

opposed to this given that the industry is going through troubled times. The management has 

stated that the company is ready to take a minor setback in order to maintain its current business 

relations and provide some leeway to its customers. 

11. The focus for the company is to maintain incremental growth and highlight YoY growth given the 

current market scenario. 

12. The management does not want to provide hard guidance for EBITDA margins given that it will 

work to preserve the workforce but it is still confident of delivering margins of 20-24%. 

13. The company is working to maintain the highest levels of IT security given the recent attack of 

Cognizant and the change in working culture to working from home. 

14. The company is working to show that its onsite employees have been able to provide similar levels 

of performance working from home and thus it can provide similar work within a budget without 

the constraints of sending and keeping people onsite. 

www.smartsyncservices.com
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
http://www.smartsyncservices.com/subscribe/


                                                                

 

                                    www.smartsyncservices.com                                   Page | 159 
 

Click here to Subscribe 

on WhatsApp  

15. The company saw broad-based growth in the USA and the media & communications business 

grew a lot in India especially in the OTT space. 

16. The company has not seen any cancellations yet and it does not expect any cancellations. At most, 

there would be renegotiations and deferments. 

17. The management has stated that its target is to reach at least last year’s figures for each quarter. 

18. The company is working on many aspects in the rail segment like propulsion systems, 

entertainment systems, AC regulating systems, etc. 

19. The off-road customers for the company are OEMs from abroad. 

20. The first roll off of extra capability in the auto segment will be easily redeployed into adjacent 

systems. Similarly, the infotainment systems in the rail segment can be done by the media & 

comms employees. 

21. The utilization rate for the company is 74% which is around the highest levels seen by the 

company. 

22. Other expenses for Q4 were less than usual mainly due to a reduction in travel expenses. 

23. The management expects the media & communications business to grow at a steady pace in FY21 

going forward. 

24. In the 5G space, the company is actively involved in industry gatherings and it will continue to 

invest in capabilities into this space. The management has accepted that the rollout may be slow 

in some countries but it will come out sooner or later. 

Analyst Views: 

The company had a good quarter with good sequential growth and expansion in all operating sectors. 

The growth momentum in H2FY20 has helped cover for the decline in the H1 and maintain flat revenue 

growth for FY20. The company has seen good growth in the emerging medical space and the media & 

communications space. It has also expanded into adjacent segments of rail and off-road. The auto 

segment continues to be subdued due to the COVID-19 situation. It remains to be seen how the 

company’s major clients cope with the disruption caused by the pandemic and what impact it shall 

have on the company’s performance going forward. Nonetheless, given the company’s strong 

technological capabilities and its resilient performance in the last year, Tata Elxsi remains a good 

technology stock to watch out for, particularly given the rising demand for its services in the 

broadband and media & communications spaces. 
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TRAVEL & HOSPITALITY 
MHRIL 

Financial Results & Highlights 

Brief Company Introduction 

Club Mahindra Holidays is an Indian travel company founded in 1996. It is a part of the Mahindra 

Group and provides holidays on a timeshare basis. Mahindra Holiday & Resorts India Limited (MHRIL) 

is a part of the Leisure and Hospitality sector of the Mahindra Group. Vacation ownership is its key 

offering and "Club Mahindra" is its flagship brand. MHRIL offers family holidays primarily through 

vacation ownership memberships for over a period of 25/10 years. Today The boast a fast growing 

customer base of over 235,000 members and 50+ resorts at some of the most exotic locations in both 

India and abroad. 

 

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 256 252.13 1.53% 267.16 -4.18% 1037.12 963.43 7.65% 

PBT 29.05 23 26.30% 38.66 -24.86% 124 100.17 23.79% 

PAT -169.21* 14.42 -1273.44% 25 -776.84% -108.21 63.9 -269.34% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 631.43 656.65 -3.84% 599.75 5.28% 2431.15 2295.66 5.90% 

PBT 41.05 69.3 -40.76% 14.33 186.46% 101.33 98.05 3.35% 

PAT -161.51* 52.35 -408.52% 2.04 -8017.16% -134.26 59.57 -325.38% 

*Includes a onetime transaction impact of Rs 199.7 Cr 

Detailed Results 

1. Standalone Results: The Total Income for the quarter ended on 31st March 2020 is Rs 255.5 Crs 

as compared to Rs. 252.1 Crs for the same period last year. 

2. Profit Before Tax for the quarter ended on 31st March 2020 is Rs 29.1 Crs as compared to Rs 22.8 

Crs the same period last year. PBT margin improved 232 bps YoY to 11.4% in the quarter. 

3. Profit after Tax (before one-time transition impact on account of lower tax rate adoption) for the 

quarter ended on 31st March 2020 is Rs 30.5 Crs as compared to Rs. 14.4 Crs the same period last 

year. 

4. The Company has exercised the option of Lower Corporate Tax Rate and accordingly re-measured 

accumulated deferred tax asset & current tax, which has resulted in a one-time transition impact 

of Rs 199.7 Crs in Profit & Loss Account of the current quarter and the financial year. 
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5. In Q4, Member additions were 3616, and resort occupancy was 72.2%. They were adversely 

affected due to the COVID-19 pandemic in March-20. 

6. For the whole year, member additions were 15697 and resort occupancy at 80.3%. Room 

inventory was at 3732 at the end of FY20. 

7. Total members count at the end of FY20 stood at 2,58,336. 

8. Cash and cash equivalents are at 780.7 Cr. Up 209 Cr. 

9. The deferred revenue pool was at Rs 5519 Cr on 31st March 2020. The receivables for the company 

stood at Rs 1682 Cr which represents a good opportunity for raising funds through securitization 

if required. 

10. The company has guided that the major impact from COVID-19 will be limited to resort income 

and it will not affect VO income and ASF, Interest & other non-operating income. 

11. The Company’s material subsidiary, Holiday Club Resorts Oy, Finland (HCRO), has recorded a 

turnover of Euro 38.9 million for the quarter ended 31st March 2020 as against Euro 46.7 million 

for the same period last year. (Under Finnish GAAP). 

12. FY20 turnover was Euro 157 million vs Euro 161 million in FY19. Around Euro 32.1 million od debt 

was paid off in FY20 bringing overall debt down to Euro 19.6 million and reducing finance costs by 

Euro 0.5 million in FY20. 

13. The Consolidated turnover is Rs. 631.4 Crs for the quarter ended 31st March 2020 as against Rs. 

656.6 Crs for the same period last year. 

14. The Consolidated Profit before Tax is Rs. 41.1 Crs for the quarter ended 31st March 2020 as against 

Rs. 69.3 Crs for the same period last year. 

15. The Consolidated Profit after Tax (before one-time transition impact on account of lower tax rate 

adoption) is Rs 38.2 Cr for the quarter ended 31st March 2020 as against Rs 52.3 Cr for the same 

period last year. 

 

Investors conference call Highlights 

1. Management expects domestic tourism to bounce back soon after the lockdown ends. Especially 

in resorts that are at a drivable distance. 

2. Management conveys that the realizable value on the books of the company is around 12000 Cr 

while the current market capitalization of the company is around 1700 Cr. 

3. The above valuation does not include the future earning potential of the business. 

4. As per the management, around 1700 Cr of debtors which is there on books, can be securitized at 

a much attractive rate (at least 200 basis points less) compared to the rates at which other 

Mahindra group company does. 

5. Management conveys that the performance of HCRO (the Finland resort company) has improved 

after MHRIL took it over fours back. They believe that the value of HCRO has enhanced over the 

last 4 years and debt on the standalone books of HCRO has gone down significantly 

6. Resort operation has improved in such a way that all resorts are near break-even levels on the 

basis of Resort Income itself. In this calculation, management has not included ASF income. 
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7. Foreign exchange loss which appears in the book is just an accounting entry due to IndAS116. Both 

the asset (that is the resorts in Finland) and the liability (loan outstanding which is backed by the 

foreign asset) are outside the country, so from practical purposes, there is no foreign exchange 

loss. 

8. The loss which appears in the books is because the Deferred Tax Asset was adjusted (One-Time) 

as the company has opted for a lower rate of tax. 

9. Drastic accounting changes, especially in relation to the following points have made the reported 

numbers go haywire over the last two years: 

1. Vacation Ownership Income 

2. Hedge Accounting 

3. Lease accounting 

4. Change in the Tax rate 

5. Adjustments in Deferred Tax Assets 

Management conveys that the underlying strength of the business is intact and that is evident in the 

strong Balance Sheet and cash position. 

10. Management admits that new member acquisition would probably take a hit in this period of 

Covid-19. However, it drew parallel with the growth of domestic tourism demand in China and 

expects a similar trend to follow in India. Moreover, the management is trying its best to ramp-up 

the digital conversion process of member acquisition. 

11. In March 2020, the company managed to close about 30-35% of the planned acquisition due to 

the outbreak of Covid-19. 

12. Members can accumulate their outstanding holidays for three years. Hence, a member who would 

not holiday during the peak season of March to July, they will have enough time to utilize them at 

a later date. 

13. There is a significant reduction in other operating expenses for the company. The company has a 

large amount of variable costs. So, if the company runs the resorts, those cost happens, and if they 

don’t run the resorts, it will not happen. For example, energy cost reduces drastically when the 

resorts are not in occupation. 

14. The employee cost has a lot of variable components attached to it. Most of the employee cost is 

towards sales. Incentive on closing sales is a large portion of the remuneration of a sales 

employee. Since lesser sales happened in the last quarter, the employee cost also has gone down. 

15. Customer acquisition cost also includes a lot of variable components. And that has also come 

down. 

16. The dominant part of the products sold in the last year is still the 25-year product. 

17. Management does not expect members to default on ASF dues as they have already made a long 

term commitment in club Mahindra and they would not want to let go of availing the services. 

18. Management does not want to securitize the receivables due to two reasons: 

1. They have around 800 Cr cash and are in no need of raising any more cash at the moment. 

2. They do not want the banks to do the follow-up for payments as they are a hospitality 

company. Their model of recovering payment is very different from how banks do. 

3. The company gets a significant interest income from the same and is confident that the 

default would not be very significant even in these times. 

4. The larger part of the Debtor is the EMI part and the smaller part is towards ASF dues. 

19. In the current scenario, the competition will become weaker and many good quality resorts will 

be available at bargain values. MHRIL is ready to pounce upon them and if they get the right 

property, in the right location, and at the right price. 
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Analyst’s View 

MHRIL is the leading vacation ownership company in India. It has a unique business model where the 

company funds its Capex from customer’s advance money. Because of this model, they are in a much 

better position against other hotels in terms of Balance Sheet strength. The cash of around 800 Cr on 

the books gives them the comfort to tide the storm of COVID. However, member additions and 

occupancy will take a hit in the current scenario. But, unlike other travel and hotel companies, survival 

is not a problem for them. However, if they can be a little aggressive and use this cash in buying out 

good properties at bargain prices in the current COVID pandemic, it would give them a sustainable 

advantage. Even though travel and tourism is a sector which seems to take a long time to recover and 

come back to normalcy, MHRIL has the firepower (read Balance Sheet strength) to make some 

interesting moves. Let’s see if the management is bold enough to take some aggressive stance or wait 

for things to normalize before making any move. Meanwhile, the stock is trading at a very attractive 

valuation compared to its replacement value. 
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Thomas Cook India  

Financial Results & Highlights  

Brief Company Introduction 

Thomas Cook India is one of India’s oldest companies which was established in 1881. It is an integrated 

travel and travel related financial services company. They provide a wide range of services from 

packaged tours and forex services to visa support and travel insurance. Thomas Cook has been 

credited with a number of innovations in the travel industry, which include the world’s first packaged 

tour, first prepaid hotel, first holiday brochure and even the conceptualization of the first traveller’s 

cheques.  

Standalone Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 251.0 391.2 -35.84% 436.8 -42.54% 2190.5 2327.7 -5.89% 

PBT -83.5* -23.8 -250.84% 6.7 -1346.27% -21.8* 34.5 -163.19% 

PAT -66.3 -9.9 -569.70% 6.7 -1089.55% -24.9 20.8 -219.71% 

Consolidated Financials (In Crs) 

  Q4FY20 Q4FY19 YoY % Q3FY20 QoQ % FY20 FY19 YoY% 

Sales 1109.0 1437.8 -22.87% 1757.9 -36.91% 6948.3 6718.7 3.42% 

PBT -120.0** -18.2 -559.34% 16.8 -814.29% -68.8** 57.3 -220.07% 

PAT -15.9 -19.3 17.62% 8.7 -282.76% -17.8 -35.9 50.42% 

*Contains an exceptional item of Rs (25) Cr on account of stamp duty payable pursuant to the 

Composite Scheme of Arrangement and Amalgamation. 

**Contains an exceptional item of Rs (38.95) Cr which represents impairment losses from DEI 

acquisition and the above Rs 25 Cr. 

 

Detailed Results: 

1. Consolidated Q4 revenues fell 23% YoY while FY20 revenues grew 3.4% YoY. 

2. Total cash and cash equivalents maintained at Rs 1123.8 Cr on 31st May 2020. 

3. The company is targeting cost savings of Rs 562.7 Cr in FY21. Some of the key focus areas here 

are:  

1. Aligning payroll costs: Salary cut of 10-30% for India operations and up to 50% for overseas 

operations 

2. Hiring Freeze 

3. Integration of key functions of TCIL & SOTC 

4. Scaling down marketing spends and discretionary expenses such as marketing, IT and 

administrative costs 

5. Re-negotiating rental payments and seeking waivers (especially at airports) 

6. Strict monitoring of fixed costs 

7. Branch network realignment: Closure of 41 TCIL branches 

8. DSO realignment: for better debtor management and to reduce interest cost 
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4. COVID-19 has hit the industry hard and the company is expecting FY21 to be significantly lower 

than FY20. The recovery in the business segment in FY21 over FY20 is as follows:  

1. B2B Travel: 28% of FY20 levels 

2. B2C Travel: 35% of FY20 levels 

3. Forex: 60% of FY20 levels 

4. DMS+DEI: 30% of FY20 levels 

5. Consolidated Depreciation has risen 124% YoY in Q4 due to the consolidation of the DEI group 

along with the Ind AS 116 impact of Rs 18.2 Cr. 

6. The segment performance in Q4FY20 is as follows:  

1. Financial Services: Down 5% YoY 

2. Travel & Related Services: Down 30% YoY 

3. VO & Resorts: Down 14% YoY 

7. The segment performance in FY20 is as follows:  

1. Financial Services: Up 6% YoY 

2. Travel & Related Services: Down 5% YoY 

3. VO & Resorts: Up 2% YoY 

8. The gross margins across different travel segments in Q4FY20 are:  

1. Outbound: 16% 

2. Inbound: 26% 

3. MICE: 17% 

4. Domestic: 19% 

5. Corporate Travel: 5% 

6. DMS: 15% 

9. CRISIL reaffirmed its long term rating of AA- for the company. 

10. New products and services launched in the year so far are:  

1. TCIL entered into a strategic long term agreement with Experience Hub, the trade and 

promotion arm of Yas Island-Abu Dhabi, one of the world’s fastest-growing leisure and 

entertainment destinations. 

2. TCIL and SOTC launched Holiday Plus enabling customers to book land packages bundled 

with real-time flight inventory. 

3. TCIL launched Smart Weekends 2020, micro-cations across domestic & international 

destinations; also Bike Trips across spectacular routes within India and Bhutan. 

4. TCIL’s unique #BingeOnBharat campaign offered Indians the benefit of 15 domestic 

holidays in 2020 at a truly affordable price of Rs 1.5 lakhs per person. 

11. As of June 17th, Thomas Cook and SOTC have reopened 157 retail travel outlets across 77 cities. 

12. In Sterling Resorts, revenue from operations grew to Rs 269 Cr in FY20 from Rs 261.9 Cr last year 

while occupancy rate remained stable at 64% in FY20. The ARR rose to Rs 4392 vs Rs 3756 a year 

ago. 
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Analyst’s View: 

Thomas Cook is the biggest travel company in India. They have been innovators in the sector for more 

than a century now. The company is going through the toughest of times with the travel industry being 

hit hard due to COVID-19. The management is doing well to use this period of slow operations to focus 

internally and improve the cost structure and operations of the company while seeking to reimagine 

how the industry will be changed from the ongoing pandemic. It remains to be seen how long it will 

take for things to normalize for the travel industry and how consumer behaviour will evolve from 

COVID-19. Nonetheless, given the company’s resilient balance sheet and the management focus on 

improving the internals of the company and to focus on new avenues for the industry, Thomas Cook 

seems to be a resilient travel industry stock in an industry plagued with shutdowns and bankruptcies 

these days. 

 

 

 

 

 

If you found this report useful and would like to receive more such investing insights, you can subscribe 

to our updates.  
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