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RESEARCH 

V-Mart Retail | Target: Rs 1,630 | –9% | SELL 
Tough times ahead – downgrade to SELL 

Bajaj Finance | Target: Rs 4,000 | +21% | BUY 
Opex control a positive surprise, liquidity buffers strong 

Axis Bank | Target: Rs 530 | +19% | BUY 
Balance sheet continues to strengthen 

  

  

SUMMARY 

V-Mart Retail 

The renewed lockdown in V-Mart Retail’s (VMART) key markets of Bihar and 

UP (56% of total stores) will retard demand recovery. With Covid-19 

spreading to tier-2/3 towns where the company has a strong presence, a 

potential extension of restrictions would derail sales not only in Q2 but also Q3 

– seasonally the best quarter for the company due to the festive/marriage 

period. We trim FY21/ FY22 PAT by 5%/2% and roll to a new Jun’21 TP of 

Rs 1,630 (vs. Rs 1,560). Current valuations of 35.2x FY22E EPS look rich – 

cut from REDUCE to SELL. 

Click here for the full report. 

Bajaj Finance 

Bajaj Finance (BAF) reported 7% YoY AUM growth in Q1FY21. With opex 

softening (–11% YoY) and NII growing at 12% YoY, operating profit rose 25% 

to Rs 30bn. The company reported a decline in moratorium loan share to 16% 

as of June vs. 27% as of April. Provisioning coverage is 13.7% on the 

consolidated moratorium book. In our view, BAF is well capitalised and has 

enough liquidity to weather the secular slowdown. We maintain BUY and 

increase FY21/FY22 earnings by 5%/4%, rolling over to a new Jun’21 TP of 

Rs 4,000 (vs. Rs 3,000). 

Click here for the full report. 

TOP PICKS 
 

LARGE-CAP IDEAS 

Company Rating Target 

Bajaj Finance Buy 4,000 

Cipla Buy 690 

GAIL Buy 150 

Petronet LNG Buy 305 

Tech Mahindra Buy 690 

 

MID-CAP IDEAS 

Company Rating Target 

Alkem Labs Buy 2,950 

Chola Investment Buy 200 

Laurus Labs Buy 630 

Transport Corp Buy 240 

Mahanagar Gas Sell 710 

Source: BOBCAPS Research 

 

DAILY MACRO INDICATORS 

Indicator Current 
2D 

(%) 

1M 

(%) 

12M 

(%) 

US 10Y 

yield (%) 
0.61 (2bps) (8bps) (144bps) 

India 10Y 

yield (%) 
5.80 (1bps) (5bps) (62bps) 

USD/INR 74.92 0.1 1.7 (8.7) 

Brent Crude 

(US$/bbl) 
43.28 0.3 2.6 (31.6) 

Dow 26,681 0 3.1 (1.8) 

Shanghai 3,314 3.1 11.7 14.8 

Sensex 37,419 1.1 7.7 (1.6) 

India FII 

(US$ mn) 
17 Jul MTD CYTD FYTD 

FII-D 8.7 37.3 (14,244.7) (4,485.2) 

FII-E 106.8 (437.5) (2,879.0) 3,724.0 

Source: Bank of Baroda Economics Research 

 
BOBCAPS Research 

research@bobcaps.in 

https://www.barodaetrade.com/reports/V-MartRetail-CompanyUpdate21Jul20-Research.pdf
https://www.barodaetrade.com/reports/BajajFinance-Q1FY21ResultReview22Jul20-Research.pdf
https://www.barodaetrade.com/reports/BajajFinance-Q1FY21ResultReview22Jul20-Research.pdf
https://www.barodaetrade.com/reports/Cipla-Q4FY20ResultReview16May20-Research.pdf
https://www.barodaetrade.com/reports/GAIL-Q4FY20ResultReview25Jun20-Research.pdf
https://www.barodaetrade.com/reports/PetronetLNG-Q4FY20ResultReview30Jun20-Research.pdf
https://www.barodaetrade.com/reports/ITServices-SectorReport18Jun20-Research.pdf
https://www.barodaetrade.com/reports/AlkemLabs-Q4FY20ResultReview5Jun20-Research.pdf
https://www.barodaetrade.com/reports/VehicleFinanceNBFCs-SectorReportJun2020-Research.pdf
https://www.barodaetrade.com/reports/LaurusLabs-Q4FY20ResultReview30Apr20-Research.pdf
https://www.barodaetrade.com/reports/TransportCorpofIndia-Q4FY20ResultReview4Jun20-Research.pdf
https://www.barodaetrade.com/reports/MahanagarGas-Q4FY20ResultReview11Jun20-Research.pdf
mailto:research@bobcaps.in
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Axis Bank 

Axis Bank’s (AXSB) Q1FY21 PAT declined 19% YoY to Rs 11bn owing to weak 

fee income (–38% YoY/–44% QoQ) and accounting policy changes  

(~Rs 5bn hit). Moratorium share reduced to 9.7% of loans under phase-2 as 

approvals were given only after review and the bank focused on collections. 

Slippages at ~Rs 22bn were largely driven by corporate slippages worth Rs 

13.6bn (incl. a single group account worth ~Rs 10bn). We cut FY21-FY22 EPS 

by 13-20% to reflect weak NIM and fee income, and roll forward to a Sep’21 

TP of Rs 530 (vs. Rs 525). BUY. 

Click here for the full report. 

 

 

  

https://www.barodaetrade.com/reports/AxisBank-Q1FY21ResultReview22Jul20-Research.pdf
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SELL 

TP: Rs 1,630  |   9% V-MART RETAIL | Retail | 21 July 2020 
 

 

Tough times ahead – downgrade to SELL 

The renewed lockdown in V-Mart Retail’s (VMART) key markets of Bihar and 

UP (56% of total stores) will retard demand recovery. With Covid-19 spreading to 

tier-2/3 towns where the company has a strong presence, a potential extension of 

restrictions would derail sales not only in Q2 but also Q3 – seasonally the best 

quarter for the company due to the festive/marriage period. We trim FY21/ 

FY22 PAT by 5%/2% and roll to a new Jun’21 TP of Rs 1,630 (vs. Rs 1,560). 

Current valuations of 35.2x FY22E EPS look rich – cut from REDUCE to SELL. 

 

Arun Baid 
research@bobcaps.in 

 
 

  
  
  
 
 

 

Ticker/Price VMART IN/Rs 1,799 

Market cap US$ 437.8mn 

Shares o/s 18mn 

3M ADV US$ 0.5mn 

52wk high/low Rs 2,545/Rs 1,200 

Promoter/FPI/DII 51%/23%/26% 
 

Source: NSE 

 

STOCK PERFORMANCE 

 

Source: NSE 

  

Lockdown in key markets to derail growth: VMART has 56% of its 266 stores 

located in Bihar (45 stores) and Uttar Pradesh (103 stores), states which are 

once again under lockdown. Bihar has announced a complete lockdown from 

16-31 July whereas UP is shutting down only on weekends over 12-31 July. As a 

major chunk of retail sales occur on weekends, this partial lockdown in UP will 

hurt footfalls and revenues in Q2. Also, reimposition of restrictions in some 

parts of Assam, Orissa, West Bengal and J&K where the company has a store 

presence will further erode sales.  

Pandemic impact to undermine seasonally strong Q3: Oct-Dec is seasonally 

the best quarter for VMART, typically contributing ~55% of full-year EBITDA 

given festival/marriage spends and the onset of winter We believe the localised 

shutdowns will dampen sales not just in Q2 but also in Q3 as state authorities 

potentially extend restrictions on social gatherings to contain the pandemic. 

Downgrade to SELL: The stock is trading at 35.2x FY22E EPS which looks 

expensive given the demand concerns. We cut our FY21/FY22 PAT estimates 

by 5%/2% and downgrade the stock from REDUCE to SELL. Rolling valuations 

forward, we have a revised Jun’21 TP of Rs 1,630, set at an unchanged 30x PER. 

 

 

KEY FINANCIALS   
 

Y/E 31 Mar FY19A FY20P* FY21E* FY22E* FY23E* 

Total revenue (Rs mn) 14,337 16,620 14,264 21,234 26,178 

EBITDA (Rs mn) 1,336 2,138 1,973 2,966 3,688 

Adj. net profit (Rs mn) 724 493 339 927 1,158 

Adj. EPS (Rs) 39.9 27.2 18.7 51.1 63.8 

Adj. EPS growth (%) (5.8) (31.8) (31.3) 173.5 24.9 

Adj. ROAE (%) 19.1 11.4 7.1 17.3 18.2 

Adj. P/E (x) 45.1 66.2 96.4 35.2 28.2 

EV/EBITDA (x) 24.1 15.0 16.4 10.7 8.4 
 

 

Source: Company, BOBCAPS Research | *As per Ind-AS 116  
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EQUITY RESEARCH 

 

BUY 

TP: Rs 4,000 |  21% BAJAJ FINANCE | NBFC | 22 July 2020 
 

 

Opex control a positive surprise, liquidity buffers strong 

Bajaj Finance (BAF) reported 7% YoY AUM growth in Q1FY21. With opex 

softening (–11% YoY) and NII growing at 12% YoY, operating profit rose 25% to 

Rs 30bn. The company reported a decline in moratorium loan share to 16% as of 

June vs. 27% as of April. Provisioning coverage is 13.7% on the consolidated 

moratorium book. In our view, BAF is well capitalised and has enough liquidity 

to weather the secular slowdown. We maintain BUY and increase FY21/FY22 

earnings by 5%/4%, rolling over to a new Jun’21 TP of Rs 4,000 (vs. Rs 3,000). 

 

Shubhranshu Mishra 
research@bobcaps.in 

 
 

  
  
  
 
 

 

Ticker/Price BAF IN/Rs 3,292 

Market cap US$ 26.6bn 

Shares o/s 602mn 

3M ADV US$ 446.1mn 

52wk high/low Rs 4,923/Rs 1,783 

Promoter/FPI/DII 56%/21%/10% 
 

Source: NSE 

 

STOCK PERFORMANCE 

 

Source: NSE 

  

Loan growth slows due to lockdown: AUM grew at a muted 7% YoY to Rs 1.4tn 

largely owing to a drop in loan volumes (–76% YoY) to 1.8mn. This marks the 

biggest fall in loan acquisition in the last 26 quarters. 

Moratorium loans decline, collections improve: Loans under moratorium 

dipped to ~16% of AUM in June vs. 27% as of April. Management attributed 

this to a 50% increase in collection architecture throughput and to customers 

regularising repayments. The contingency provision against the pandemic is now 

at 13.7% of the consolidated moratorium book (Rs 217bn).  

Well capitalised to absorb risks to asset quality: BAF reported provisions of 

Rs 16.9bn, of which Rs 14.5bn was towards Covid-19. The sharp increase in 

provisions led to a 20% YoY decline in net profit to Rs 9.6bn. The company 

remains well capitalised (22.6% tier-1 ratio) and has strong liquidity (Rs 206bn 

as of Jul’20) to absorb asset quality concerns. 

Maintain BUY: We increase FY21/FY22 earnings estimates by 5%/4% to 

factor in opex control and raise our TP to Rs 4,000 as we continue to repose 

confidence in management’s ability to make timely course corrections.  

 

 

 

KEY FINANCIALS   
 

Y/E 31 Mar FY19A FY20A FY21E FY22E FY23E 

Net interest income 97,252 134,972 152,661 168,828 209,523 

NII growth (%) 39.5 38.8 13.1 10.6 24.1 

Adj. net profit (Rs mn) 39,966 52,637 46,943 72,772 98,046 

EPS (Rs) 69.3 87.7 78.2 121.3 163.4 

P/E (x) 47.5 37.5 42.1 27.1 20.1 

P/BV (x) 9.6 6.1 5.4 4.6 3.8 

ROA (%) 3.8 3.6 2.7 3.7 4.1 

ROE (%) 22.5 20.2 13.6 18.3 20.8 
 

 

Source: Company, BOBCAPS Research  
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RESULT REVIEW  

 

 

EQUITY RESEARCH 

 

BUY 

TP: Rs 530  |   19% AXIS BANK | Banking | 22 July 2020 
 

 

Balance sheet continues to strengthen 

Axis Bank’s (AXSB) Q1FY21 PAT declined 19% YoY to Rs 11bn owing to weak fee 

income (–38% YoY/–44% QoQ) and accounting policy changes (~Rs 5bn hit). 

Moratorium share reduced to 9.7% of loans under phase-2 as approvals were given 

only after review and the bank focused on collections. Slippages at ~Rs 22bn were 

largely driven by corporate slippages worth Rs 13.6bn (incl. a single group account 

worth ~Rs 10bn). We cut FY21-FY22 EPS by 13-20% to reflect weak NIM and 

fee income, and roll forward to a Sep’21 TP of Rs 530 (vs. Rs 525). BUY. 

 

Vikesh Mehta 
research@bobcaps.in 

 
 

  
  
  
 
 

 

Ticker/Price AXSB IN/Rs 446 

Market cap US$ 15.7bn 

Shares o/s 2,620mn 

3M ADV US$ 227.8mn 

52wk high/low Rs 766/Rs 286 

Promoter/FPI/DII 26%/50%/24% 
 

Source: NSE 

 

STOCK PERFORMANCE 

 

Source: NSE 

  

Moratorium book at ~10% of loans: AXSB’s loans under phase-2 of the 

moratorium declined to 9.7% by value (vs. 25-28% in Q4FY20), with 90% 

continuing from phase-1. Only customers affected by the crisis were approved 

moratorium post review by the bank in phase-2. This apart, customer connect 

and a focus on collections helped lower the moratorium share. Collections 

under phase-1 were at ~80%/70% levels for the corporate/SME & retail 

segments in June. About 78% of loans under moratorium are secured while 

collections from non-moratorium retail customers stood at ~95%.  

Prudent NPA recognition and provisioning buffer: Gross slippages stood at 

Rs 22bn (vs. Rs 39bn in Q4FY20), with ~21% being recognised as NPA on a 

prudent basis (100% provided) and ~Rs 10bn belonging to a single group (100% 

provided) being downgraded from the BB-&-below book. The bank made 

provisions worth ~Rs 10bn on standard assets while PCR improved to 75% (vs. 

69% in Q4). Early bucket resolution rates and recoveries from written-off 

accounts have reached 60-70% and 60-65% of pre-Covid levels respectively.  

Loan growth hit marginally, NIM dips 15bps: Loan growth stood at ~13% YoY, 

and management is cautiously optimistic on growth. NIM declined 15bps QoQ 

to 3.4% due to the impact of prudence (5bps) and surplus liquidity (9bps). 

 

 

KEY FINANCIALS   
 

Y/E 31 Mar FY19A FY20A FY21E FY22E FY23E 

Net interest income 217,082 252,062 274,467 321,418 371,348 

NII growth (%) 16.6 16.1 8.9 17.1 15.5 

Adj. net profit (Rs mn) 46,766 16,272 96,221 125,580 145,158 

EPS (Rs) 18.2 6.0 34.1 44.5 51.4 

P/E (x) 24.5 73.9 13.1 10.0 8.7 

P/BV (x) 1.7 1.5 1.4 1.2 1.1 

ROA (%) 0.6 0.2 1.0 1.1 1.2 

ROE (%) 7.2 2.1 10.8 12.8 13.3 
 

 

Source: Company, BOBCAPS Research  
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Disclaimer 

Recommendations and Absolute returns (%) over 12 months  

BUY – Expected return >+15%  

ADD – Expected return from >+5% to +15% 

REDUCE – Expected return from -5% to +5%  

SELL – Expected return <-5%  

Note: Recommendation structure changed with effect from 1 January 2018 (Hold rating discontinued and replaced by Add / Reduce) 

Rating distribution 

As of 30 June 2020, out of 95 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 49 have BUY ratings, 23 have ADD ratings, 12 are 

rated REDUCE, 10 are rated SELL and 1 is UNDER REVIEW. None of these companies have been investment banking clients in the last 12 months. 

Analyst certification 

Each of the analysts mentioned in this research report certify, with respect to the sections of the report for which they are responsible, that (1) all of the views expressed 

in this report accurately reflect his/her personal views about the subject company or companies and its or their securities, and (2) no part of his/her compensation was, 

is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are 

not associated persons of BOBCAPS. 

Important disclosures 

This product is a compilation of previously published research notes. To view the complete report along with the associated Analyst certifications and Company-specific 

disclosures, please click on the hyperlink accompanying each excerpt. 

General disclaimers 

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited 

and BSE Limited and is also a SEBI-registered Category I Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries 

engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.  

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years. 

BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory 

authority against BOBCAPS affecting its equity research analysis activities. 

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INH000000040 valid till  

03 February 2020. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 

20 November 2017. 

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of 

any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory 

board member of any companies that the analysts cover.  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to the 

opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations 

expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of 

interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein. 

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 

illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS’s clients. It does not constitute a personal recommendation 

or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this 

material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.  

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any 

investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not 

provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions — 

including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all 

investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such. 

Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in 

this material, but regulatory, compliance, or other reasons may prevent us from doing so.  
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We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or 

“short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or dispose 

of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of companies discussed 

in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment 

banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies. 

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of 

the equity shares of the subject company, the holdings of the issuer of the research report is also included. 

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US 

issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse 

effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign 

currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the 

Risk disclosure document before entering into any derivative transactions. 

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed 

in Canada or used by private customers in the United Kingdom. 

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent. 

Other disclosures  

BOBCAPS does not have any financial interest in the subject company. BOBCAPS does not have actual/beneficial ownership of one per cent or more securities in the 

subject company at the end of the month immediately preceding the date of publication of this report. 

BOBCAPS is not engaged in any market making activities for the subject company.  

BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.  

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS’s associates may hold actual / beneficial ownership of one per cent or more 

securities in the subject company at the end of the month immediately preceding the date of publication of this report. 

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject 

company for any other assignment in the past 12 months. 

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking 

services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in respect 

of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a merger or 

specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant banking or 

brokerage services from the subject company in the past 12 months. 
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