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Daily macro indicators

Inflation back in focus
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Pipe volumes muted; valuations rich
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VRL Logistics | Target: Rs 381 | +27% | BUY
Lower losses; volume recovery and price increase to drive growth
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SUMMARY
India Economics: Weekly Wrap
US yields rose on the back of better than estimated data (payroll, factory orders,
services PMI surprised positively). DXY too rose in sync. Global equity indices
rebounded and ended in green. Consensus on higher rates in US is yet to emerge.
RBI revised its inflation forecast to 5.7% in FY22. Indian yields edged up. Notably,
resolution on accommodative stance was passed by 5:1 vote. Thus signs of an
eventual turn in monetary policy are emerging. Another wave of Covid-19 remains a
risk to this view. India’s industrial output and inflation data is to be released this
week.
Click here for the full report.

Astral


Consolidated Q1 revenue grew 73% YoY with pipes/adhesives rising
63%/107% due to a low base; pipe volumes grew just 13%



Operating margin increased 500bps YoY to 18.5% with improvement across
segments



We raise FY22/FY23 PAT by 5% each and roll over to a new Jun’22 TP of Rs
1,400 (vs. Rs 1,210). Maintain SELL on rich valuations

Click here for the full report.
BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures, including any required research certifications, are provided at the end of this report.
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MRF


Q1 revenue fell 13% QoQ, EBITDA margin shrank 400bps on gross margin pressure
and adj. PAT fell 49% QoQ to Rs 1.6bn



EBITDA margin likely to remain stressed led by RM inflation, a higher share of CV
tyres and rising OEM share in sales



Our Mar’22 TP remains at Rs 67,000 based on 22x FY23E P/E – reiterate SELL

Click here for the full report.

Affle (India)


Q1 revenue increased 70% YoY driven by 89% growth in CPCU business, with a
broad-based uptick across E, F, G, H verticals



EBITDA margin at 23% was slightly subdued due to higher employee and data
inventory cost



Jun’22 TP stands revised marginally to Rs 6,200 (vs. Rs 6,240) – retain BUY

Click here for the full report.

VRL Logistics


Q1 losses fell to below 10% of last year but declined from strong profits in Q4FY21
as volumes slowed and bus operations continued to bleed



VRLL expects volume recovery at 15% YoY in FY22 which together with the recent
10% price increase should help earnings rebound



Retain estimates as Jul-Mar implied earnings are less than that for the same period
last year. Retain BUY and TP of Rs 381

Click here for the full report.

EQUITY RESEARCH

10 August 2021

INDIA ECONOMICS

WEEKLY WRAP

09 August 2021

Inflation back in focus
US yields rose on the back of better than estimated data (payroll, factory
orders, services PMI surprised positively). DXY too rose in sync. Global
equity indices rebounded and ended in green. Consensus on higher rates
in US is yet to emerge. RBI revised its inflation forecast to 5.7% in FY22.
Indian yields edged up. Notably, resolution on accommodative stance was
passed by 5:1 vote. Thus signs of an eventual turn in monetary policy are
emerging. Another wave of Covid-19 remains a risk to this view. India’s
industrial output and inflation data is to be released this week.

Markets
▪

Bonds: US 10Y yield rose the most by 7bps (1.3%) supported by better than
expected US jobs data and hawkish comments from one of the Fed officials.
UK’s 10Y yield rose by 5bps (0.61%) as BoE also signalled “modest
tightening” on the back of inflationary pressures. Crude prices fell by 7.4%
(US$ 71/bbl) due to rising Covid-19 cases globally. India’s 10Y yield rose by
3bps (6.23%) as RBI raised inflation projections for FY22. System liquidity
surplus rose to Rs 7tn as on 6 Aug 2021 from Rs 6.5tn last week.

▪

Currency: Except AUD and INR (higher), other global currencies closed
lower this week. DXY rose by 0.7% as US non-farm payrolls rose more than
expected in Jul’21. EUR depreciated by 0.9% as Germany’s industrial
production fell unexpectedly in Jun’21. INR appreciated by 0.4% supported
by lower oil prices and FII inflows (US$ 495.8mn).

▪

Equity: Global indices ended higher this week supported by unchanged
policy stance of global central banks (BoE, RBA, BoT) and better than
expected US data (ISM services, factory orders and non-farm payrolls). Dow
was up by 0.8%, while FTSE rose by 1.3%. Sensex (3.2%) surged the most,
led by banking, tech and auto stocks.

▪

Covid-19 tracker: Global Covid-19 cases rose by 4.4mn versus 4.1mn last
week. Fresh cases increased in US (0.75mn versus 0.54mn) and Japan (88K
versus 52K). In India, cases rose at a faster pace of 0.284mn versus
0.279mn last week. Our weekly economic activity tracker index fell to 92
(100=Feb’20) from 93. Canada has fully vaccinated 61% of its population, UK
at 57% and US at 50%. India is at 8%.

▪

Upcoming key events: Major events include US CPI, UK industrial
production and Q2CY21 GDP. In addition investors will track US Jackson
Hole meeting for policy cues. India’s IIP and CPI data will be released.
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SELL
TP: Rs 1,400
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Pipe volumes muted; valuations rich
▪ Consolidated Q1 revenue grew 73% YoY with pipes/adhesives rising

Arun Baid
researchreport@bobcaps.in

63%/107% due to a low base; pipe volumes grew just 13%
▪ Operating margin increased 500bps YoY to 18.5% with improvement
across segments
▪ We raise FY22/FY23 PAT by 5% each and roll over to a new Jun’22 TP of
Rs 1,400 (vs. Rs 1,210). Maintain SELL on rich valuations

Favourable base fuels strong revenue growth ASTRA’s consolidated Q1FY22

Key changes
Target

revenue grew 73% YoY to Rs 7bn off a soft base on account of the lockdown last

Rating



year. Standalone revenue in PVC pipes increased 63% YoY (volumes up 13%) and



the adhesives business grew 107% YoY as benefits from a change in distribution
model kicked in. Per management, resurgence of the pandemic affected demand

Ticker/Price

ASTRA IN/Rs 2,150

during the quarter.

Market cap

US$ 5.8bn

Free float

44%

Demand climate improving: The company indicated that demand has revived in

3M ADV

US$ 8.2mn

the month of July with adhesive revenue growing 36% and pipes up 65% YoY.

52wk high/low

Rs 2,294/Rs 767

Management has guided for at least double-digit pipe volume growth in FY22 and

Promoter/FPI/DII

56%/21%/24%

maintained its adhesive segment revenue target of Rs 10bn for the year, assuming

Source: NSE | Price as of 9 Aug 2021

the pandemic doesn’t worsen. ASTRA plans to launch one more product in Q3FY21,

Key financials

which will be sold via its existing distribution network.

Y/E 31 Mar

FY21A

FY22E

FY23E

Total revenue (Rs mn)

31,763

39,026

45,073

Robust margins: EBITDA margin increased 500bps YoY to 18.5% in Q1 aided by a

EBITDA (Rs mn)

6,445

6,816

8,228

superior showing in both segments, which fuelled EBITDA/PBT growth of 138%/

Adj. net profit (Rs mn)

4,059

4,282

5,299

296% YoY. Pipe segment margins swelled 515bps YoY to 20% (-350bps QoQ) due

Adj. EPS (Rs)

20.2

21.3

26.4

to lower raw material (-600bps YoY) and employee costs (-180bps YoY), partly

Consensus EPS (Rs)

20.2

23.1

29.3

negated by higher other expenses (+265bps YoY). Adhesives margin expanded

Adj. ROAE (%)

23.9

21.3

23.5

540bps to 13.8% on operating leverage. Management guided that current margins in

Adj. P/E (x)

106.4

100.9

81.5

EV/EBITDA (x)

67.2

63.1

52.0

Adj. EPS growth (%)

62.5

5.5

23.7

pipes may vary in the near term due to volatile PVC prices, but maintained its target
of 16-17% levels in the medium term. Adhesives margin is also guided at 16-17%.
Maintain SELL: We increase FY22/FY23 PAT estimates by 5% each and roll

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

forward to a new Jun’22 TP of Rs 1,400 (vs. Rs 1,210), set at a revised one-year

ASTRA

forward P/E of 50x (vs. 48x) which is in line with the stock’s five-year average.

2,280

Though we like ASTRA for its strong growth prospects, wide distribution, broad

1,930

product portfolio, robust balance sheet and impressive return ratios, current
valuations look rich at 81.5x FY23E P/E and we thus await a better entry point.

NSE Nifty (Relative)

1,580
1,230
880
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Aug-20
Nov-20
Feb-21
May-21
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Source: NSE
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Margins to remain under pressure
▪ Q1 revenue fell 13% QoQ, EBITDA margin shrank 400bps on gross

Mayur Milak | Nishant Chowhan, CFA
researchreport@bobcaps.in

margin pressure and adj. PAT fell 49% QoQ to Rs 1.6bn
▪ EBITDA margin likely to remain stressed led by RM inflation, a higher
share of CV tyres and rising OEM share in sales
▪ Our Mar’22 TP remains at Rs 67,000 based on 22x FY23E P/E – reiterate
SELL

Gross margin downtrend continues: MRF’s Q1FY22 revenue was 8% lower than

Key changes
Target

our estimate at Rs 41.3bn (-13% QoQ). Gross margin declined by 60bps QoQ

Rating



(-250bps est.) but was offset by flattish staff and other expenses despite lower



volumes. EBITDA margin came in at 11.8% (13.1% est.) and EBITDA fell 35% QoQ
to Rs 4.9bn. Adj. PAT declined 49% QoQ to Rs 1.6bn.

Ticker/Price

MRF IN/Rs 80,051

Market cap

US$ 4.5bn

Margin headwinds ahead: Natural rubber prices have increased from Rs 120/kg in

Free float

72%

Q2FY21 to Rs 175/kg currently while crude derivatives have moved up ~40% over

3M ADV

US$ 15.4mn

same period. This has resulted in gross margin contraction of ~600bps from

52wk high/low

Rs 98,600/Rs 55,300

Q2FY21 levels. The increase in rubber prices appears structural in nature, and we

Promoter/FPI/DII

28%/5%/14%

expect a further rise to Rs 200-210/kg as the economy revives. Crude price is
forecast to remain rangebound at US$ 65-70/bbl.
Adverse sales mix to further dampen profitability: We believe MRF’s product

Source: NSE | Price as of 9 Aug 2021

Key financials
Y/E 31 Mar

FY21A

Total revenue (Rs mn)

mix will weaken as the share of OEM sales rises. Expected strong growth in the CV

EBITDA (Rs mn)

segment may help volumes but will be EBITDA margin-dilutive.

FY22E

FY23E

159,214 192,643 213,721
28,947

28,662

32,381

Adj. net profit (Rs mn)

12,491

11,741

13,060

Adj. EPS (Rs)

2,945.9 2,769.2 3,080.1

Expect muted 6% EPS CAGR: We maintain our revenue and earnings estimates

Consensus EPS (Rs)

2,945.9 3,514.0 4,332.0

for FY22/FY23 and introduce forecasts for FY24, projecting a revenue/EBITDA/adj.

Adj. ROAE (%)

PAT CAGR of +14%/+8%/+6% over FY21-FY24. Our FY22/FY23 EPS estimates

Adj. P/E (x)

stand at Rs 2,769/Rs 3,080. While our revenue estimates for these years are in line

EV/EBITDA (x)

with consensus, we are ~12% below on EBITDA as we bake in 200bps lower gross
margins due to raw material cost pressure and the inability of tyre companies to fully
pass on the cost. Our EPS estimates remain 25-30% below the street.
Maintain SELL: We maintain our Mar’22 TP at Rs 67,000, based on an unchanged

Adj. EPS growth (%)

8.4
26.0

11.9

11.8

10.6

(10.5)

(6.0)

11.2

Stock performance
MRF

NSE Nifty (Relative)

1,07,990
96,210

well as the premium it has historically commanded against peers. Historically, input

84,430
72,650
60,870
49,090

Aug-18
Nov-18
Feb-19
May-19
Aug-19
Nov-19
Feb-20
May-20
Aug-20
Nov-20
Feb-21
May-21
Aug-21

risk is elevated at present. SELL.

8.2
28.9

Source: Company, Bloomberg, BOBCAPS Research

22x FY23E P/E. Our target multiple is in line with the stock’s long-term average as
cost pressures have caused a derating in the Indian tyre industry and we believe this

9.5
27.2

Source: NSE
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BUY
TP: Rs 6,200

 49%
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Stellar quarter
▪ Q1 revenue increased 70% YoY driven by 89% growth in CPCU

Ruchi Burde | Seema Nayak
researchreport@bobcaps.in

business, with a broad-based uptick across E, F, G, H verticals
▪ EBITDA
collection
margin
will impair
at 23%
the
was
performance
slightly subdued
of AFFLE’s
due to
platform
higher and
employee
significantly
and
data inventory
affect cost
▪ Jun’22
its business.
TP stands revised marginally to Rs 6,200 (vs. Rs 6,240) – retain
▪

BUY
High client concentration: The company’s top 10 clients accounted
for 42.8% of

▪Strong
FY21revenue
revenue.
Slower
business
from
topQ1FY22
clientsrevenue
thus poses
a risk.
show:
AFFLE
reported
stellar
growth
of 70%

Key changes
Target

YoY led by peak growth of 89% in the CPCU (cost per converted user) business

▪

Failure to exploit M&A synergies: M&A is a key element of AFFLE’s

Rating



which contributed 87.7% of the topline. The CPCU rate stood at a record Rs 42.

strategy.



Growth was broad-based across the company’s E, F, G and H verticals. EBITDA
margin
stoodtoatintegrate
23%, down
130bps QoQand
and realise
220bps synergies
YoY, as data
inventory
and
▪ Inability
acquisitions
can
expose
the

Ticker/Price

AFFLE IN/Rs 4,161

employee
cost increased 100bps and 300bps respectively. PAT was up 88% YoY.
company

Market cap

US$ 1.5bn

Free float

40%

▪ to risk. business to ramp up: Management expects its international
International

3M ADV

US$ 3.7mn

business (50.3% of Q1 revenue) to grow faster than the India business as revenue

52wk high/low

Rs 6,286/Rs 1,825

from the Jampp acquisition starts coming through (no flowthrough in Q1). AFFLE is

Promoter/FPI/DII

60%/20%/20%

also looking to expand volumes and reach in the international market, especially in

Source: NSE | Price as of 6 Aug 2021

newer geographies such as LATAM, Africa and China. It further aims to raise

Key financials

penetration in developed markets to increase its CPCU rate and improve margins.

Y/E 31 Mar

FY21P

FY22E

FY23E

Total revenue (Rs mn)

5,169

8,807

11,747

Strategic roadmap: AFFLE’s near-term strategy is to: (1) focus on building strong

EBITDA (Rs mn)

1,300

1,930

2,794

partnerships with OEMs to deeply integrate its platform with the device interface and

Adj. net profit (Rs mn)

1,350

1,638

2,484

get first-party data, (2) deepen its vernacular component of the 4V strategy,

Adj. EPS (Rs)

53.0

61.5

93.3

(3) concentrate on topline and bottomline improvement at Jampp by shifting it from a

Consensus EPS (Rs)

53.0

57.9

77.5

cost-per-impression model to a CPCU model, (4) drive organic growth by deploying

Adj. ROAE (%)

37.6

14.6

18.1

more feet on the ground, and (5) expand into emerging and developed markets.

Adj. P/E (x)

78.6

67.7

44.6

85.4

57.7

39.3

102.7

16.1

51.7

Privacy concerns remain: Though concerns over privacy issues persist with
Apple’s iOS blocking cookies, AFFLE clarified that its business will remain
unaffected as its delivery is independent of web browsers. Also, Google’s decision to

EV/EBITDA (x)
Adj. EPS growth (%)

Source: Company, Bloomberg, BOBCAPS Research | P – Provisional

Stock performance

push back cookie-blocking to 2023 provides relief to the company. However, to

AFFLE

derisk its business from user privacy-related concerns, it is focusing on

6,030

strengthening partnerships with the OEM/carrier ecosystem to get first-party data.

4,940

NSE Nifty (Relative)

3,850

Source: NSE
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Aug-21

May-21

Feb-21

Nov-20

Aug-20

Feb-20

strong growth and robust margins are key positive growth drivers.

580

May-20

average. Our Jun’22 TP moves to Rs 6,200 (from Rs 6,240). Marquee clientele,

1,670

Nov-19

one-year forward P/E from 62.5x to 61.8x, in line with the stock’s post Covid

2,760

Aug-19

Retain BUY: We raise our FY22 EPS estimate by ~4% post Q1 and reset our target

RESULT REVIEW

BUY
TP: Rs 381

 27%
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|
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|
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Lower losses; volume recovery and price increase to drive growth
▪ Q1 losses fell to below 10% of last year but declined from strong profits

Tarun Bhatnagar | Someel Shah
researchreport@bobcaps.in

in Q4FY21 as volumes slowed and bus operations continued to bleed
▪ VRLL expects volume recovery at 15% YoY in FY22 which together with
the recent 10% price increase should help earnings rebound
▪ Retain estimates as Jul-Mar implied earnings are less than that for the
same period last year. Retain BUY and TP of Rs 381

Losses due to Covid-19: VRLL reported a Q1FY22 net income loss of Rs 60mn

Key changes
Target

vs. a loss of Rs 627mn in Q1FY21. The lower loss was due to a milder Covid impact

Rating



this quarter which allowed the company to achieve EBIT breakeven (margin of



-0.4% vs. -47.3% in Q1FY21). Bus operations continued to bleed with a negative
adjusted EBIT of -Rs 71mn vs. -Rs 108mn in Q1FY21. Sequentially, overall results

Ticker/Price

VRLL IN/Rs 300

were weak as the company had made a decent 9.6% EBIT margin and Rs 372mn in

Market cap

US$ 357.7mn

net income in Q4FY21.

Free float

30%

3M ADV

US$ 2.1mn

Volume and price-led recovery ahead: VRLL expects over 15% YoY volume

52wk high/low

Rs 324/Rs 148

growth in FY22 which together with a 10% increase in pricing from June-end should

Promoter/FPI/DII

70%/3%/19%

result in a strong recovery in earnings. The bus segment has also started to improve

Source: NSE | Price as of 6 Aug 2021

as restrictions in the company’s key market of Karnataka have reduced. The FY22

Key financials

capex budget of Rs 500mn is less than half of the average for FY16-FY20 and

Y/E 31 Mar

FY21A

FY22E

FY23E

capacity utilisation is not that high. The company will increase this budget only when

Total revenue (Rs mn)

17,629

21,886

25,251

volumes start improving consistently for a few quarters.

EBITDA (Rs mn)

2,475

3,192

3,762

Adj. net profit (Rs mn)

451

948

1,328

Retain estimates: We retain our FY22 net income estimate at Rs 948mn as implied

Adj. EPS (Rs)

5.1

10.7

15.0

earnings over Jul’21-Mar’22 are actually lower than the figure reported over Jul’20-

Consensus EPS (Rs)

5.1

9.1

13.1

Mar’21. Given expected volume and pricing growth, our forecast looks achievable.

Adj. ROAE (%)

7.4

14.7

17.5

58.9

28.0

20.0

Adj. P/E (x)

Trading at discount to peers: VRLL is trading close to its two-year peak forward
P/E and P/B multiples. However, valuations have fallen steadily over the last two
years due to declining earnings and remain at a discount to peers. Based on our
reverse DCF analysis with a terminal growth estimate of 5%, the stock is implying

EV/EBITDA (x)
Adj. EPS growth (%)

11.8

9.6

7.8

(48.9)

110.2

40.2

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

10-year FCF growth of just ~5% which is lower than the historical mean.

VRLL

NSE Nifty (Relative)

520

Retain BUY: Our Jun’22 DCF-based TP stands at Rs 381, implying an FY23E P/E

440

of 25.3x – a 20% premium to the two-year mean. With growth expected to

360
200

Source: NSE
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Aug-21

Feb-21

May-21

Nov-20

Aug-20

Feb-20

May-20

Nov-19

Aug-19

Feb-19

May-19

120

Aug-18

maintain our BUY rating.

280

Nov-18

accelerate in FY22-FY23, we believe the above-mean valuation is justified and

FIRST LIGHT

Disclaimer
Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY – Expected return >+15%
HOLD – Expected return from -6% to +15%
SELL – Expected return <-6%
Note: Recommendation structure changed with effect from 21 June 2021
Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.
Rating distribution
As of 31 July 2021, out of 98 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 41 have BUY ratings, 22 have HOLD ratings, 11 are
rated ADD*, 2 are rated REDUCE* and 22 are rated SELL. None of these companies have been investment banking clients in the last 12 months. (*Our ADD and
REDUCE ratings are in the process of being migrated to the new recommendation structure.)
Analyst certification
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Important disclosures
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disclosures, please click on the hyperlink accompanying each excerpt.
General disclaimers
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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
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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
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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.
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in this material, but regulatory, compliance, or other reasons may prevent us from doing so.
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“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
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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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