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FIRST LIGHT       14 February 2024 
 

 

RESEARCH 

 

 

SIEMENS INDIA | TARGET: Rs 4,900 | +16% | BUY 

Strong topline, margins waver 

EICHER MOTORS | TARGET: Rs 4,045 | +5% | HOLD 

Launch momentum continues  

AUROBINDO PHARMA | TARGET: Rs 1,100 | +7% | HOLD 

Strong margin uptick  

CERA SANITARYWARE | TARGET: Rs 7,700 | +2% | HOLD 

Weak quarter on soft demand, marketing expense 

HINDWARE HOME INNOVATION | TARGET: Rs 600 | +40% | BUY 

Tough quarter but outlook healthy 

POWER 

CERC draft tariff norms: Balancing risk-reward 

POWER | Q3FY24 REVIEW 

Spotlight on capacity additions 

 

SUMMARY 

SIEMENS INDIA 

▪ Robust December quarter order flows and revenue, though margins 

contracted due to weakness in digital industries segment  

▪ Order book remains strong at Rs 467bn and management reiterated its 

positive outlook on the capex cycle 

▪ FY24/FY25 EPS raised by 5% each, leading to a new TP of Rs 4,900 (from  

Rs 4,600) – maintain BUY 

Click here for the full report. 

Daily macro indicators 

Indicator 09-Feb 12-Feb Chg (%) 

US 10Y  
yield (%) 

4.18 4.18 0bps  

India 10Y  
yield (%) 

7.11 7.09 (1bps) 

USD/INR 83.03  83.00  0.0 

Brent Crude 
(US$/bbl) 

82.2 82.0 (0.2) 

Dow 38,726  38,797  0.2  

Hang Seng 15,878  15,747  (0.8) 

Sensex 71,428  71,072  (0.5) 

India FII 
(US$ mn) 

08-Feb 09-Feb 
Chg  

($ mn) 

FII-D 319.9  (84.3) (404.2) 

FII-E (487.5) 39.8  527.3  

Source: Bank of Baroda Economics Research 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

BOBCAPS Research 

research@bobcaps.in 

https://www.barodaetrade.com/Reports/SiemensIndia-Q1FY24ResultReview12Feb24-Research.pdf


FIRST LIGHT  
 

 
 

 
EQUITY RESEARCH  14 February 2024 

 

EICHER MOTORS 

▪ Q3 revenue grew 13% YoY driven by 10% higher realisations from a better 

product mix; volume growth muted 

▪ Launched high-end motorcycles Himalayan 450 in India (Q3) and Shotgun 650 

in UK and Europe (Jan) to counter competition  

▪ FY24/FY25 EPS raised 6%/3%; our SOTP-based TP increases to Rs 4,045 

(from Rs 3,601) on rollover – maintain HOLD 

Click here for the full report. 

AUROBINDO PHARMA 

▪ Q3 EBITDA/PAT surged 68%/90% YoY led by growth in US/EM revenue and 

~700bps jump in operating margin 

▪ gRevlimid launch and lower price erosion supported US growth; global/ US 

Eugia sales healthy at US$ 150mn/US$ 112mn  

▪ TP raised to Rs 1,100 (vs. Rs 880) on 11-16% increase in FY24-FY25 

EBITDA estimates and rollover; retain HOLD 

Click here for the full report. 

CERA SANITARYWARE 

▪ Q3 EBITDA fell 18% YoY and missed our estimate by 28% on subdued 

demand and higher brand & sales promotion expense 

▪ Management sees demand blip as temporary and expects improvement over 

next two quarters due to uptick in real estate cycle  

▪ TP cut by 5% to Rs 7,700 on 5-6% reduction in our EPS estimates for FY24-

FY26; maintain HOLD  

Click here for the full report. 

HINDWARE HOME INNOVATION 

▪ EBITDA fell 35% short of our estimate due to tepid demand climate and steep 

margin compression across segments  

▪ Management guiding for sharp operating margin expansion from 8.6% in FY23 

to 13-14% over the next two years 

▪ TP cut to Rs 600 (vs. Rs 700) on 13% reduction in our EPS estimates for 

FY25 and FY26; maintain BUY 

Click here for the full report. 

https://www.barodaetrade.com/Reports/EicherMotors-Q3FY24ResultReview13Feb24-Research.pdf
https://www.barodaetrade.com/Reports/AurobindoPharma-Q3FY24ResultReview13Feb24-Research.pdf
https://www.barodaetrade.com/Reports/CeraSanitaryware-Q3FY24ResultReview13Feb24-Research.pdf
https://www.barodaetrade.com/Reports/HindwareHomeInnovation-Q3FY24ResultReview13Feb24-Research.pdf


FIRST LIGHT  
 

 
 

 
EQUITY RESEARCH  14 February 2024 

 

POWER 

▪ New draft tariff norms ensure stability of existing power assets and recognise 

risk-reward across asset classes 

▪ Proposals are positive for hydro projects and clearly aimed at boosting storage 

capacity for renewable RTC power  

▪ PSU utilities still offer valuation comfort; we maintain BUY on NTPC and 

PWGR while TPW remains at HOLD 

Click here for the full report. 

POWER: Q3FY24 REVIEW  

▪ Q3 in line with flattish revenue growth YoY and healthy operational 

performance across our coverage universe  

▪ Transmission capex plans hiked, NTPC remains aggressive on capacity 

additions, and benign gas price hits profitability for TPW 

▪ NTPC and PWGR remain our preferred picks on strong growth plans; TPW 

still rated HOLD due to full valuations 

Click here for the full report. 

 

https://www.barodaetrade.com/Reports/Power-SectorUpdate13Feb24-Research.pdf
https://www.barodaetrade.com/Reports/Power-Q3FY24Review13Feb24-Research.pdf


RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

BUY  

TP: Rs 4,900 |  16% 
SIEMENS INDIA | Capital Goods | 13 February 2024 

 

 

  Strong topline, margins waver 

 
▪ Robust December quarter order flows and revenue, though margins 

contracted due to weakness in digital industries segment  

 

Vinod Chari | Arshia Khosla 

Swati Jhunjhunwala 

research@bobcaps.in 

 
 

 

 

 
 

 

 
 

Key changes  

 Target Rating  

    
 
 

Ticker/Price SIEM IN/Rs 4,218 

Market cap US$ 18.3bn 

Free float 25% 

3M ADV US$ 16.4mn 

52wk high/low Rs 4,359/Rs 3,078 

Promoter/FPI/DII 75%/5%/10% 

Source: NSE | Price as of 12 Feb 2024 

 
 

 

Key financials 

Y/E 30 Sep FY23A FY24E FY25E 

Total revenue (Rs mn) 1,95,538 2,32,804 2,81,775 

EBITDA (Rs mn) 24,872 31,635 39,042 

Adj. net profit (Rs mn) 19,619 25,598 31,484 

Adj. EPS (Rs) 55.1 71.9 88.4 

Consensus EPS (Rs) 55.1 63.4 77.0 

Adj. ROAE (%) 15.9 18.1 19.1 

Adj. P/E (x) 76.5 58.7 47.7 

EV/EBITDA (x) 63.0 49.9 40.7 

Adj. EPS growth (%) 55.5 30.5 23.0 

Source: Company, Bloomberg, BOBCAPS Research  

Stock performance 

 

Source: NSE 

▪ Order book remains strong at Rs 467bn and management reiterated its 

positive outlook on the capex cycle 

▪ FY24/FY25 EPS raised by 5% each, leading to a new TP of Rs 4,900 

(from Rs 4,600) – maintain BUY 

 

  

Topline shines: SIEM reported strong Q1FY24 (Y/E Sep) topline growth of 20% 

YoY to Rs 48.2bn backed by a broad-based performance across segments, barring 

energy, with smart infrastructure up 22%, mobility 72% and digital industries 24%. 

The company received order inflows of Rs 59.7bn during the quarter led by the 

energy segment and closed Q1 at ~Rs 467bn. The digital industries segment saw 

fewer orders, which management expects will revive in the June quarter. 

Margins contract: Gross/EBITDA margins declined by 140bps/260bps YoY to 

32.1%/12.4% as the digital industries and energy segments saw EBIT margins 

contracting by 12ppt and 60bps YoY respectively, offsetting gains in smart 

infrastructure (190bps) and mobility (400bps). Adj. PAT for the quarter grew 9% to 

Rs 5.1bn. 

Positive outlook on capex cycle: SIEM remains positive on the capex cycle. As 

outlined in its FY23 annual report, the company believes India has made progress 

towards becoming a global manufacturing hub and stands to gain as a stable 

destination for manufacturing and business. It believes elections in 2024 may cause 

a momentary pause in tendering for large projects but will not disrupt the long-term 

growth trajectory. 

Hive-off proposals key to watch: SIEM’s plan to sell its low-voltage (LV) motors 

business for Rs 22bn has been rejected by minority shareholders, leaving it with two 

options – revise the sale consideration or continue to run the business as is. Another 

proposal that will be closely monitored by investors is the planned demerger of the 

energy business by FY25. These two actions remain key for the stock. 

Maintain BUY: SIEM’s base business remains strong and enjoys a robust outlook 

as diverse customer segments enable the company to play the capex cycle. We 

raise our FY24/FY25 EPS estimates by 5% each to bake in the quarterly print, 

leading to a higher TP of Rs 4,900 (from Rs 4,600). We maintain our BUY rating and 

continue to value the stock at 52x Dec’25E P/E, in line with the 5Y mean. 
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RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

HOLD  

TP: Rs 4,045  |   5% 
EICHER MOTORS | Automobiles | 13 February 2024 

 

 

  Launch momentum continues  

 
▪ Q3 revenue grew 13% YoY driven by 10% higher realisations from a better 

product mix; volume growth muted 

 

Milind Raginwar | Shree Kirloskar 

research@bobcaps.in 

 

 
 

 

 

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price EIM IN/Rs 3,854 

Market cap US$ 12.8bn 

Free float 51% 

3M ADV US$ 31.6mn 

52wk high/low Rs 4,200/Rs 2,836 

Promoter/FPI/DII 49%/30%/9% 

Source: NSE | Price as of 13 Feb 2024 

 
 

 

Key financials 

Y/E 31 Mar FY23A FY24E FY25E 

Total revenue (Rs mn) 1,40,666 1,58,246 1,73,561 

EBITDA (Rs mn) 33,935 42,518 47,176 

Adj. net profit (Rs mn) 26,388 34,924 39,012 

Adj. EPS (Rs) 96.1 127.4 142.3 

Consensus EPS (Rs) 96.1 130.0 143.0 

Adj. ROAE (%) 20.5 22.3 20.7 

Adj. P/E (x) 40.1 30.3 27.1 

EV/EBITDA (x) 29.8 25.0 22.3 

Adj. EPS growth (%) 65.3 32.5 11.7 

Source: Company, Bloomberg, BOBCAPS Research  

Stock performance 

 

Source: NSE 

▪ Launched high-end motorcycles Himalayan 450 in India (Q3) and Shotgun 

650 in UK and Europe (Jan) to counter competition  

▪ FY24/FY25 EPS raised 6%/3%; our SOTP-based TP increases to Rs 4,045 

(from Rs 3,601) on rollover – maintain HOLD 

 

  

Higher realisations lift revenue: EIM’s Q3FY24 standalone revenue grew 13%/3% 

YoY/QoQ to Rs 40.5bn backed by realisation gains of 10%/4% YoY/QoQ to  

Rs 177.8k per motorcycle, as newly launched products enhanced the pricing mix. 

Volume growth was muted at 3% YoY (flat QoQ) to ~228k units. 

Lower input cost and better mix enhance margins: Gross margin expanded by 

445bps YoY (-65bps QoQ) to 46.1% owing to lower inventory-adjusted raw material 

cost at 53.9% of sales (-445bps/+67bps YoY/QoQ) and a better mix. Other 

expenses increased 18%/3% YoY/QoQ to Rs 4.7bn due to launch marketing spend. 

EBITDA grew 30%/2% YoY/QoQ to Rs 11.1bn, accompanied by 365bps YoY 

margin expansion to 27.5% (-42bps QoQ). 

CV segment continues to revive: EIM has gained market share across its 

commercial vehicle sub-segments. During Q3, it launched the HD Non-Stop Pro 

6000 series (Tipper – Pro 6019XPT, Haulage truck – Pro 6048XP, Tractor trucks – 

Pro 6055XP and Pro 6055XP 4x2), commenced delivery of an electric 5.5T truck, 

and unveiled EIM’s entry into the small commercial vehicle (SCV) range at the 

Bharat Mobility Global Expo held in January.  

New launches to counter competition: In the Royal Enfield business, EIM 

launched Himalayan 450 in India during the quarter (~6.5k unit sales YTD) and 

Shotgun 650 in the UK and European markets in January (March launch in India) – 

both high-end motorcycle models to tackle the fierce competition. 

Maintain HOLD: We increase our FY24/FY25 EBITDA estimates by 7%/3% and 

PAT by 6%/3% to factor in the introduction of high-end variants, a better product mix 

and easing costs. Introducing our FY26 forecasts, we pencil in a revenue/EBITDA/ 

PAT CAGR of 11%/15%/18% for the company over FY23-FY26. We value EIM at an 

unchanged 25x P/E multiple – a 5% discount to the long-term average – and roll 

valuations over to FY26E for a revised SOTP-based TP of Rs 4,045 (vs. Rs 3,601) 

that includes Rs 150/sh for VECV. Our new TP carries only 5% upside to the current 

price and hence we retain HOLD. 

 

  
 

2,140

2,550

2,960

3,370

3,780

4,190

F
eb

-2
1

M
ay

-2
1

A
ug

-2
1

N
ov

-2
1

F
eb

-2
2

M
ay

-2
2

A
ug

-2
2

N
ov

-2
2

F
eb

-2
3

M
ay

-2
3

A
ug

-2
3

N
ov

-2
3

F
eb

-2
4

EIM NSE Nifty (Relative)



RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

HOLD  

TP: Rs 1,100  |   7% 
AUROBINDO PHARMA | Pharmaceuticals | 13 February 2024 

 

 

  Strong margin uptick  

 
▪ Q3 EBITDA/PAT surged 68%/90% YoY led by growth in US/EM revenue 

and ~700bps jump in operating margin 

 

Saad Shaikh 

research@bobcaps.in 

 

 
  

  

  

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price ARBP IN/Rs 1,026 

Market cap US$ 7.3bn 

Free float 48% 

3M ADV US$ 35.1mn 

52wk high/low Rs 1,177/Rs 445 

Promoter/FPI/DII 52%/24%/16% 

Source: NSE | Price as of 13 Feb 2024 

 
 

 

Key financials 

Y/E 31 Mar FY23A FY24E FY25E 

Total revenue (Rs mn) 248,554 286,848 311,278 

EBITDA (Rs mn) 37,582 56,831 61,986 

Adj. net profit (Rs mn) 20,018 32,294 35,151 

Adj. EPS (Rs) 34.2 55.1 60.0 

Consensus EPS (Rs) 34.2 53.1 63.6 

Adj. ROAE (%) 7.8 11.5 11.3 

Adj. P/E (x) 30.0 18.6 17.1 

EV/EBITDA (x) 15.8 10.4 9.4 

Adj. EPS growth (%) (26.0) 61.3 8.8 

Source: Company, Bloomberg, BOBCAPS Research  

Stock performance 

 

Source: NSE 

▪ gRevlimid launch and lower price erosion supported US growth; global/ 

US Eugia sales healthy at US$ 150mn/US$ 112mn  

▪ TP raised to Rs 1,100 (vs. Rs 880) on 11-16% increase in FY24-FY25 

EBITDA estimates and rollover; retain HOLD 

 

  

Stable base, gRevlimid launch boosted US growth: ARBP’s Q3FY24 revenue was 

largely in line with Bloomberg consensus, but a strong margin uptick drove a 7% 

beat on earnings, which grew 91%/24% YoY/QoQ. Growth was led by an increase 

of 25%/9% YoY/QoQ CC in US revenue to US$ 456mn (including Puerto Rico), 

supported by volume gains, a stable demand environment and product launches 

(notably gRevlimid), along with neutral price erosion. Eugia sales globally and in the 

US grew 18% QoQ to US$ 150mn and 23% to US$ 112mn respectively. Closure of 

Eugia-III plant production is guided to have a ~US$ 20mn impact in Q4FY24, though 

ARBP expects global Eugia and gRevlimid sales to ensure strong growth momentum. 

Strong performance in growth markets; ARV sales fall: Growth markets, which 

include India sales of Rs 600mn, reported a strong 26% YoY rise in revenue, 

marked by traction across countries. Europe business was largely flat (+2% YoY) 

due to an adverse one-time clawback tax impact of ~US$ 14mn.  

Robust margins: In keeping with the general industry trend, where companies have 

reported abating US price erosion coupled with moderating raw material prices, 

ARBP saw these benefits reflecting in gross/EBITDA margin expansion of 

255bps/690bps YoY to 57.1%/21.8% in Q3 (55.5%/19.4% in 9MFY24).  

Earnings call highlights: (1) ARBP’s Pen-G plant is due to start operations in 

Q1FY25, with half of the output meant for captive consumption. (2) Subsidiary 

CuraTeQ Biologics has signed a letter of intent (LOI) with US-based biopharma 

major MSD to create infrastructure for biologics. (3) The injectables portfolio 

witnessed low single-digit pricing erosion in Q3. (4) The tax clawback impacted 

quarterly revenue and EBITDA margin in Europe. 

Maintain HOLD, TP revised to Rs 1,100: We raise FY24/FY25 EBITDA estimates 

16%/11% to build in the 9M outperformance, while introducing FY26 forecasts in this 

report. On rolling forward to FY26E valuations, our TP rises to Rs 1,100 (vs.  

Rs 880), based on an unchanged 9x EV/EBITDA multiple – in line with the stock’s 

5Y average. We maintain HOLD as current valuations offer low upside potential. 
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RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

HOLD  

TP: Rs 7,700  |   2% 
CERA SANITARYWARE | Building Materials | 13 February 2024 

 

 

  Weak quarter on soft demand, marketing expense 

 
▪ Q3 EBITDA fell 18% YoY and missed our estimate by 28% on subdued 

demand and higher brand & sales promotion expense 

 

Utkarsh Nopany 

research@bobcaps.in 

 

 
  

  

  

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price CRS IN/Rs 7,535 

Market cap US$ 1.2bn 

Free float 46% 

3M ADV US$ 1.6mn 

52wk high/low Rs 9,740/Rs 5,873 

Promoter/FPI/DII 54%/21%/8% 

Source: NSE | Price as of 13 Feb 2024 

 
 

 

Key financials 

Y/E 31 Mar FY23A FY24E FY25E 

Total revenue (Rs mn) 18,035 19,034 21,122 

EBITDA (Rs mn) 2,939 3,048 3,419 

Adj. net profit (Rs mn) 2,138 2,432 2,708 

Adj. EPS (Rs) 164.4 187.0 208.2 

Consensus EPS (Rs) 164.4 199.0 234.7 

Adj. ROAE (%) 19.3 19.2 18.7 

Adj. P/E (x) 45.8 40.3 36.2 

EV/EBITDA (x) 34.9 34.1 30.7 

Adj. EPS growth (%) 35.4 13.8 11.3 

Source: Company, Bloomberg, BOBCAPS Research  

Stock performance 

 

Source: NSE 

▪ Management sees demand blip as temporary and expects improvement 

over next two quarters due to uptick in real estate cycle  

▪ TP cut by 5% to Rs 7,700 on 5-6% reduction in our EPS estimates for 

FY24-FY26; maintain HOLD  

 

  

Weak quarter: CRS’s revenue/EBITDA/PAT fell by 4%/18%/10% YoY in Q3FY24. 

The company missed our EBITDA estimate by 28% due to below-expected revenue 

growth (-4% vs. +11% estimated) and a weak EBITDA margin (-240bps YoY to 14% 

vs. 16.8% estimated) that stemmed from higher brand spend (+120bps) and an 

increase in sales promotion expense (+70bps). However, on a 4Y CAGR basis, 

revenue/EBITDA grew 7.8%/8.2% in Q3. 

Key highlights: CRS appears to have lost market share as it posted inferior 

bathware revenue growth (-3.1% YoY) compared to HINDWARE (+5.6%) for the 

quarter. Its sanitaryware revenue fell 8% YoY whereas faucet revenue grew 5%. 

Demand guided to improve: Management believes that the slowdown in demand 

over the past three months (November-January) is temporary in nature and expects 

a pickup over the next couple of quarters, supported by an uptick in real estate activity. 

Greenfield unit in land acquisition phase: For the greenfield sanitaryware unit in 

Gujarat, CRS acquired 75% of the land bank in Jan’24 and expects to buy the 

remainder by June. Thereafter, it aims to start construction and complete the project 

over 18 months at a cost of Rs 1.25bn-1.3bn, funded from internal accruals. 

Maintain HOLD, TP cut by 5%: CRS is currently trading at 36.5x on 1Y forward P/E 

vs. the 5Y average of 32.1x. We reiterate HOLD due to the company’s poor capital 

allocation (high cash balance of Rs 7.6bn as of Dec’23 with no concrete usage plan) 

and expensive valuations. Our TP stands reduced to Rs 7,700 (from Rs 8,100) 

following a 5-6% cut in our FY24-FY26 EPS estimates as we factor in the weak Q3 

result. Our target P/E remains unchanged at 35x on Sep’25E EPS – a slight 

premium to the stock’s historical multiple due to the rerating of valuation multiples 

across building materials stocks over the past few months. 
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RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

BUY  

TP: Rs 600  |   40% 
HINDWARE HOME 
INNOVATION | Building Materials | 13 February 2024 

 

 

  Tough quarter but outlook healthy 

 
▪ EBITDA fell 35% short of our estimate due to tepid demand climate and 

steep margin compression across segments  

 

Utkarsh Nopany 

research@bobcaps.in 

 

 
  

  

  

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price HINDWARE IN/Rs 430 

Market cap US$ 378.1mn 

Free float 49% 

3M ADV US$ 0.7mn 

52wk high/low Rs 664/Rs 325 

Promoter/FPI/DII 51%/7%/9% 

Source: NSE | Price as of 13 Feb 2024 

 
 

 

Key financials 

Y/E 31 Mar FY23A FY24E FY25E 

Total revenue (Rs mn) 28,733 27,862 30,693 

EBITDA (Rs mn) 2,469 2,622 3,510 

Adj. net profit (Rs mn) 574 492 1,220 

Adj. EPS (Rs) 7.9 6.8 16.9 

Consensus EPS (Rs) 7.9 18.1 28.1 

Adj. ROAE (%) 10.4 8.1 17.8 

Adj. P/E (x) 54.1 63.2 25.5 

EV/EBITDA (x) 12.1 10.3 6.9 

Adj. EPS growth (%) (51.8) (14.4) 148.1 

Source: Company, Bloomberg, BOBCAPS Research  

Stock performance 

 

Source: NSE 

▪ Management guiding for sharp operating margin expansion from 8.6% 

in FY23 to 13-14% over the next two years 

▪ TP cut to Rs 600 (vs. Rs 700) on 13% reduction in our EPS estimates for 

FY25 and FY26; maintain BUY 

 

  

Weak Q3: HINDWARE missed our estimates on all counts in Q3FY24, with 

revenue/EBITDA/adj. PAT coming in 11%/35%/79% below expectations, due to a 

tepid demand environment and sharp margin compression across segments. 

Revenue for the quarter fell 3% YoY, but EBITDA grew 2% off a low base. 

Poor performance across segments: HINDWARE reported better revenue growth 

(+5.6% YoY) compared to CRS (-3.1%) for the bathware segment in Q3. However, 

its bathware EBITDA margin fell sharply by 255bps QoQ to 13.6% owing to higher 

advertising spend. Plastic pipe volumes declined 3% YoY and segment EBITDA 

margin dropped 310bps QoQ to 7.7% following a steep decline in resin prices. 

Consumer appliance revenue declined 5% YoY and operating loss has risen 

sequentially as the company exited non-performing product categories. 

Margin guidance intact: Management believes demand conditions could remain 

challenging ahead of India’s general elections. The company expects consolidated 

revenue to grow 15-17% and EBITDA margin to improve sharply to 13-14% over the 

next two years. CRS retained guidance of expanding bathware EBITDA margin to 

18% over two years, with plastic pipe volumes targeted to grow at more than 15% 

and the segmental margin improving to 10-12%. Management also expects the 

consumer segment to fare better over the next 2-3 quarters due to rationalisation of 

the product portfolio. The company plans to exit the loss-making retail business soon. 

Maintain BUY, TP cut 14%: We reduce FY24/FY25/FY26 EPS estimates for CRS 

by 36%/13%/13% to account for the disappointing quarter. Even so, we still expect 

the company to clock a robust EPS CAGR of 48.8% over FY23-FY26. This coupled 

with reasonable valuations leads us to maintain our BUY rating. The stock is trading 

at 26.5x on 1Y forward P/E vs. its historical average of 33.6x. We value CRS at an 

unchanged P/E multiple of 30x on Sep’25E EPS – close to its historical average – 

and have a revised TP of Rs 600 (Rs 700 earlier) following estimate changes.  
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SECTOR UPDATE  
 

 

EQUITY RESEARCH 
 

 

 

POWER       13 February 2024 
 

 
  

CERC draft tariff norms: Balancing risk-reward 

 

 

▪ New draft tariff norms ensure stability of existing power assets and 

recognise risk-reward across asset classes 

 

Vinod Chari | Swati Jhunjhunwala 

Arshia Khosla 
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Recommendation snapshot 

Ticker Price Target Rating 

NTPC IN 316 370 BUY 

PWGR IN 270 320 BUY 

TPW IN 1,131 1,140 HOLD 

Price & Target in Rupees | Price as of 12 Feb 2024 

 

▪ Proposals are positive for hydro projects and clearly aimed at boosting 

storage capacity for renewable RTC power  

▪ PSU utilities still offer valuation comfort; we maintain BUY on NTPC and 

PWGR while TPW remains at HOLD 

 

  

New norms signal policy stability: The new draft tariff norms released by the 

Central Electricity Regulatory Commission (CERC) for the period FY25-FY29 

ensures the stability of existing power assets by keeping their regulated returns 

unchanged. It also recognises risk-reward across power asset classes by proposing 

additional returns for pumped and storage-based hydro projects while marginally 

lowering returns for transmission assets.  

Boost to hydro power: The proposed tariff guidelines maintain 15.5% ROE for 

thermal generation stations over FY25-FY29, in line with current norms (FY19-

FY24). CERC has given a fillip to hydro-based power by hiking ROE 50bps to 17% 

for storage-based hydro plants as well as pumped storage hydro plants (PSHP). 

This is clearly aimed at driving investments for storage capacity as PSHP is a viable 

solution to make renewable power available round the clock (RTC). On the 

transmission side, CERC has marginally reduced regulated ROE by 50bps to 15%. 

Coverage stocks likely to be largely unaffected: We expect the new proposals to 

have little impact on our coverage universe as the regulated ROE on NTPC and 

TPW’s generating assets remains the same, whereas PWGR could see a marginal 

negative impact as the bulk of its new capex is earmarked for tariff-based 

competitive bidding (TBCB). 

Public utilities still offer valuation comfort…: Power stocks have rallied in the 

past three months, with the BSE Power index up ~50% and both public and private 

sector utilities showing strong gains. However, the valuation gap between the two is 

still 60%, with the average TTM P/B of major private players at 3.2x vs. 2.1x for 

PSUs. This gap rises to ~100% if we exclude CESC which has been a relative 

underperformer. Given their pedigree and track record, we see no reason why NTPC 

and PWGR should not enjoy valuations closer to private sector peers. 

…NTPC and PWGR remain our top picks: The valuation comfort in PSU stocks 

leads us to retain our BUY ratings on NTPC (TP Rs 370) and PWGR (TP Rs 320) – 

our top picks in the utilities space. 
 

 

 

 

  
 

https://www.barodaetrade.com/reports/NTPC-Q3FY24ResultReview30Jan24-Research.pdf
https://www.barodaetrade.com/reports/PowerGridCorp-Q3FY24ResultReview9Feb24-Research.pdf
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Spotlight on capacity additions 

 

 

▪ Q3 in line with flattish revenue growth YoY and healthy operational 

performance across our coverage universe  
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Recommendation snapshot 

Ticker Price Target Rating 

NTPC IN 316 370 BUY 

PWGR IN 270 320 BUY 

TPW IN 1,131 1,140 HOLD 

Price & Target in Rupees | Price as of 12 Feb 2024 

Power: Q3 result reviews 

Company  Result review link 

NTPC IN 
Normal quarter, aggressive 
expansion; maintain BUY 

PWGR IN 
In-line quarter, FY25 capex 
hiked; maintain BUY 

TPW IN 
Dull quarter; high valuations 
– maintain HOLD 

Source: BOBCAPS Research 

▪ Transmission capex plans hiked, NTPC remains aggressive on capacity 

additions, and benign gas price hits profitability for TPW 

▪ NTPC and PWGR remain our preferred picks on strong growth plans; 

TPW still rated HOLD due to full valuations 

 

  

In-line quarter: Q3FY24 was an in-line quarter with strong plant load factors (PLF) 

for power generation companies, loss reduction in distribution businesses, and 

healthy growth for transmission companies.  

NTPC reiterates thrust on capacity addition: Renewable energy and hydropower 

now account for 3.4GW and 3.7GW respectively of NTPC’s total 73.9GW capacity. 

The company plans to add 20GW of renewable capacity by FY27 and a further 

40GW by FY32. For FY24, capex is budgeted at Rs 284bn on a consolidated basis and 

Rs 225bn standalone (~76% incurred in 9M). Management has also identified 14GW 

of pumped hydro capacity to be executed over 6-9 years. In thermal energy, it has 

10GW of projects under construction and expects to award 16.8GW by FY27, in line 

with the Indian government’s target of ~88GW of thermal capacity addition by FY32. 

PWGR raises capex outlay: PWGR has planned for capex of Rs 150bn (Rs 125bn 

earlier) and capitalisation of Rs 170bn in FY25. Beyond this, it has a Rs 2.1tn (Rs 1.9tn 

earlier) capex plan for the next decade that includes Rs 1.9tn (Rs 1.7tn earlier) for 

transmission infrastructure, Rs 10bn for solar generation, Rs 150bn for smart 

metering infrastructure, and Rs 10bn for the data centre business. As the pace of 

battery-related storage systems is yet to pick up as much as previously anticipated, 

the scope for transmission capex has increased. 

TPW’s gas profits winding down: TPW had a slow December quarter as the 

benefits of gas trading began diminishing with steadier LNG prices. Operational 

performance held strong as generation grew 62% YoY, DGEN clocked a decent 

PLF, and T&D losses reduced. The company has aggressive plans on the renewable 

front, but we expect profitability to be lower until newer projects materialise. 

Prefer NTPC, PWGR: We maintain our preference for NTPC (BUY, TP Rs 370) and 

PWGR (BUY, TP Rs 320) as they continue to ramp up capex plans. Although  

TPW (HOLD, TP Rs 1,140) is a well-run utility, valuations look full and we would wait 

for a better entry point for investment. 

 

 

 

 

  
 

https://www.barodaetrade.com/reports/NTPC-Q3FY24ResultReview30Jan24-Research.pdf
https://www.barodaetrade.com/reports/NTPC-Q3FY24ResultReview30Jan24-Research.pdf
https://www.barodaetrade.com/reports/PowerGridCorp-Q3FY24ResultReview9Feb24-Research.pdf
https://www.barodaetrade.com/reports/PowerGridCorp-Q3FY24ResultReview9Feb24-Research.pdf
https://www.barodaetrade.com/reports/TorrentPower-Q3FY24ResultReview9Feb24-Research.pdf
https://www.barodaetrade.com/reports/TorrentPower-Q3FY24ResultReview9Feb24-Research.pdf
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) OR IN OR INTO ANY OTHER JURISDICTION 

IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW. 

Disclaimer 

Name of the Research Entity: BOB Capital Markets Limited 

Registered office Address: 1704, B Wing, Parinee Crescenzo, G Block, BKC, Bandra East, Mumbai 400051 

SEBI Research Analyst Registration No: INH000000040 valid till 03 February 2025 

Brand Name: BOBCAPS 

Trade Name: www.barodaetrade.com 

CIN: U65999MH1996GOI098009 

Logo: 

 
Investments in securities market are subject to market risks. Read all the related documents carefully before investing. 

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. 

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. 

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 BOB Capital Markets Limited (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 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 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 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. BOBCAPS research reports follow rules laid down by Securities 
and Exchange Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate 
finance advisory or any other activity that may affect the independence of its research reports. 

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.  

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 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. 
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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. 

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. 

Other disclaimers 

BOBCAPS and MAYBANK (as defined below) make no representation or warranty, express or implied, as to the accuracy or completeness of any information obtained 
from third parties and expressly disclaim the merchantability, suitability, quality and fitness of this report. The information in this report has not been independently verified, 
is provided on an “as is” basis, should not be relied on by you in connection with any contract or commitment, and should not be used as a substitute for enquiries, 
procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any securities referred to herein 
and you should not construe this report as investment advice. All opinions and estimates contained in this report constitute BOBCAPS’s judgment as of the date of this 
report and are subject to change without notice, and there is no obligation on BOBCAPS or MAYBANK to update this report upon issuance. This report and the information 
contained herein may not be reproduced, redistributed, disseminated or copied by any means without the prior consent of BOBCAPS and MAYBANK. 

To the full extent permitted by law neither BOBCAPS, MAYBANK nor any of their respective affiliates, nor any other person, accepts any liability howsoever arising, 
whether in contract, tort, negligence, strict liability or any other basis, including without limitation, direct or indirect, special, incidental, consequential or punitive damages 
arising from any use of this report or the information contained herein. By accepting this report, you agree and undertake to fully indemnify and hold harmless BOBCAPS 
and MAYBANK from and against claims, charges, actions, proceedings, losses, liabilities, damages, expenses and demands (collectively, the “Losses”) which 
BOBCAPS and/or MAYBANK may incur or suffer in any jurisdiction including but not limited to those Losses incurred by BOBCAPS and/or MAYBANK as a result of 
any proceedings or actions brought against them by any regulators and/or authorities, and which in any case are directly or indirectly occasioned by or result from or 
are attributable to anything done or omitted in relation to or arising from or in connection with this report.  

Distribution into the United Kingdom (“UK”): 

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities (London) 
Ltd) (“MSL”) who is authorised and regulated by the Financial Conduct Authority (“FCA”) in the United Kingdom (MSL and its affiliates are collectively referred to as 
“MAYBANK”). BOBCAPS is not authorized to directly distribute this research report in the UK.  

This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.  

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional 
clients of MAYBANK as selected by MAYBANK solely at its discretion; (b) have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended from time to time (the “Order”), or (c) fall within Article 49(2)(a) to (d) (high net 
worth companies, unincorporated associations, etc. as mentioned in the stated Article) of the Order; (all such persons together being referred to as “relevant persons”).  

This research report is directed only at relevant persons and must not be acted on or relied on by any persons who are not relevant persons. Any investment or 
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons. 

The relevant person as recipient of this research report is not permitted to reproduce, change, remove, pass on, distribute or disseminate the data or make it available 
to third parties without the written permission of BOBCAPS or MAYBANK. Any decision taken by the relevant person(s) pursuant to the research report shall be solely 
at their costs and consequences and BOBCAPS and MAYBANK shall not have any liability of whatsoever nature in this regard. 

No distribution into the US: 

This report will not be distributed in the US and no US person may rely on this communication.  

Other jurisdictions:  

This report has been prepared in accordance with SEBI (Research Analysts) Regulations and not in accordance with local regulatory requirements of any other 
jurisdiction. In any other jurisdictions, this report is only for distribution (subject to applicable legal or regulatory restrictions) to professional, institutional or sophisticated 
investors as defined in the laws and regulations of such jurisdictions by Maybank Securities Pte Ltd. (Singapore) and / or by any broker-dealer affiliate or such other 
affiliate as determined by Malayan Banking Berhad. 

If the recipient of this report is not as specified above, then it should not act upon this report and return the same to the sender.  

By accepting this report, you agree to be bound by the foregoing limitations. 
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