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FIRST LIGHT       05 August 2024 
 

 

RESEARCH 

 

 

MAHINDRA & MAHINDRA | TARGET: Rs 3,279 | +19% | BUY 

Healthy performance to continue; upgrade to BUY 

PRINCE PIPES & FITTINGS | TARGET: Rs 750 | +18% | BUY 

In-line Q1; focus on market share gain and better cash flow 

BOB ECONOMICS RESEARCH | MONSOON UPDATE 

Monsoon and Sowing progress  

BOB ECONOMICS RESEARCH | BOB ESSENTIAL COMMODITIES INDEX 

“Top”pling inflation  

BOB ECONOMICS RESEARCH | MONETARY POLICY EXPECTATIONS 

No change in rate or stance  

STATE BANK OF INDIA | TARGET: Rs 1,044 | +23% | BUY 

Strong performance aided by operational efficiencies 

MARUTI SUZUKI | TARGET: Rs 13,305 | +5% | HOLD 

Healthy show continues; maintain HOLD on elevated valuations 

ESCORTS KUBOTA | TARGET: Rs 2,514 | -36% | SELL 

Weakness persists, maintain SELL 

ZYDUS WELLNESS | TARGET: Rs 2,596 | +15% | HOLD 

1QFY25 result review: Risk from La Nina  

JK LAKSHMI CEMENT | TARGET: Rs 687 | -19% | SELL 

Changed dynamics lead to challenges; maintain SELL 

ORIENT ELECTRIC | TARGET: Rs 300 | +9% | HOLD 

Modest quarter; Hyderabad facility gears up for growth 

SOMANY CERAMICS | TARGET: Rs 900 | +20% | BUY 

Near-term pain, medium-term outlook positive 

METALS & MINING 

Ferrous read-across: Steel industry at cycle low, ArcelorMittal 
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EQUITY RESEARCH  05 August 2024 

 

SUMMARY 

MAHINDRA & MAHINDRA 

▪ Automotive segment grew by ~14% YoY and tractor volume an encouraging 

5% YoY in a dull quarter  

▪ Gross margin gained ~181bps YoY to 26.5% (flat QoQ). EBITDA margin 

improved by 172bps/227bps YoY/QoQ to 15.2% 

▪ Raise FY25 earnings by 3%, and introduce FY27 estimates. We upgrade to 

BUY, valuing MM at 20x 1Y forward P/E and higher TP of Rs 3,279 

Click here for the full report. 

PRINCE PIPES & FITTINGS 

▪ PRINCPIP’s Q1 result came broadly in line with our estimate; gained market 

share even after tightening credit period in Q1 

▪ Lowered EBITDA margin guidance to 12-13% (12-14% earlier) on increased 

focus towards market share and better cash flow conversion 

▪ Upgrade to BUY with unchanged TP of Rs 750 on strong earnings prospects 

with improving ROE profile and reasonable valuations 

Click here for the full report. 

INDIA ECONOMICS: MONSOON UPDATE 

Rainfall is currently 4% above the LPA till 2 Aug 2024. Pickup was noted in the last 

fortnight when 160.7mm rainfall was received between 20 Jul and 2 Aug, versus 

123.7mm between 6 and 19 Jul. Out of 36, 27 sub-divisions (77% of the country) 

have received normal or above normal rainfall so far and 11 states are in the 

deficient zone. Region-wise, Southern peninsula (+27%) and Central region 

(+18%) continue to record excess rainfall, while North West (-12%) and East & 

North East (-16%) regions still report deficient rainfall. Supported by higher than 

normal rainfall, there is an improvement noted in the sown area, with higher 

acreage of pulses, paddy, oilseeds, sugarcane and coarse cereals compared with 

last year. Spatial distribution of rainfall will be critical this month as well, for sowing 

purposes.   

Click here for the full report. 

https://www.barodaetrade.com/Reports/MahindraMahindra-Q1FY25ResultReview2Aug24-Research.pdf
https://www.barodaetrade.com/Reports/PrincePipesFittings-Q1FY25ResultReview3Aug24-Research.pdf
https://www.barodaetrade.com/Reports/BOBEconomics-MonsoonUpdate3Aug24-Research.pdf
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EQUITY RESEARCH  05 August 2024 

 

INDIA ECONOMICS: BOB ESSENTIAL COMMODITIES INDEX 

BoB Essential Commodity Index (BoB ECI) has shown considerable momentum. It 

has risen by 2.1% and by 5%, on MoM and YoY basis, respectively. The sequential 

push is partly attributable to seasonal phenomenon. Importantly, inflation is not 

broad-based and is concentrated only on a few items. TOP (Tomato, Onion and 

Potato) is topping the charts, registering double digit sequential growth. In Jun’24, 

the volatile items (identified in our report) pushed up headline CPI by 1.3%, the 

Jul’24 run rate shows that these items have the potential of pushing up CPI by 

another 2.1%, apart from the normal rate. Thus, despite a favorable base of above 

260bps, CPI is likely to be ~3.8-4% in Jul’24.   

Click here for the full report. 

INDIA ECONOMICS: MONETARY POLICY EXPECTATIONS 

The Reserve Bank of India’s Monetary Policy Committee (MPC) is likely to hold 

repo rate steady for the 8th consecutive meeting in Jul’24. The stance of the 

monetary policy is also expected to be retained at withdrawal of accommodation. 

Incidentally, the stance of the monetary policy was last changed in Jun’22. This is 

because RBI is unlikely to be comfortable with the elevated levels of food inflation 

in the recent months. On the other hand, domestic growth impulse has been strong 

giving RBI the room to keep rates at current levels until it has sufficient confidence 

that inflationary pressures have subsided on a durable basis.   

Click here for the full report. 

STATE BANK OF INDIA 

▪ PAT declined on subdued topline and higher credit cost, while operational 

efficiency offset some of its adverse impact 

▪ NIM slid 6bps QoQ to 3.2%; asset quality continued to improve despite higher 

slippages on seasonality; continued to guide 15% loan growth 

▪ We maintain BUY on strong growth, stable NIM and asset quality, and revise 

TP to Rs 1,044 (Rs 969 earlier) set at 1.5x FY26 ABV (Jun’26) 

Click here for the full report. 

MARUTI SUZUKI 

▪ Q1 revenue grew 10% YoY driven by demand in SUVs and realisations which 

improved 5%/4% YoY/QoQ 

▪ Softening commodities costs and healthy volumes helped EBITDA margin 

expand by 344 bps YoY to 12.7% (+42bps QoQ) 

▪ We value the stock at 25x P/E 1Y forward earnings, on par with its 10Y 

average, and revise its TP to Rs 13,305 (from Rs 12,965). Retain HOLD 

Click here for the full report. 

https://www.barodaetrade.com/Reports/BOBEconomics-PricePicture3Aug24-Research.pdf
https://www.barodaetrade.com/Reports/BOBEconomics-RBIMonetaryPolicyExpectations3Aug24-Research.pdf
https://www.barodaetrade.com/Reports/StateBankofIndia-Q1FY25ResultReview5Aug24-Research.pdf
https://www.barodaetrade.com/Reports/MarutiSuzuki-Q1FY25ResultReview3Aug24-Research.pdf
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ESCORTS KUBOTA 

▪ Q1 tractors volume dipped 3.2% YoY as weakness persisted in export markets 

and domestic market lost market share 

▪ Softening commodity prices supported gross margin expansion by 173bps to 

31.9% YoY. EBITDA margin increased by 20bps YoY 

▪ We cut our FY26 EPS estimate by 4% and introduce FY27 estimates. We 

revise TP to Rs 2,514 (from Rs 2,530) and retain SELL  

Click here for the full report. 

ZYDUS WELLNESS 

▪ Sales (+20%) were 7% higher on heatwave but EBITDA was in line with 

Bloomberg consensus. We forecast +13% sales growth in FY25 

▪ Zydus is guiding for high teens EBITDA margin by FY26. We expect this to be 

doable on mix improvement and rural recovery 

▪ We assume coverage with HOLD and TP of Rs 2,596. Rural recovery is a 

positive but there is risk from La Niña-driven cooler and wetter weather 

Click here for the full report. 

JK LAKSHMI CEMENT 

▪ Q1 revenue fell 11.5% YoY on the back of low volume growth, down 8%, and 

weak realisations that fell by 4.6% YoY 

▪ Operating cost fell ~7% to Rs 5,417 aided by lower energy cost which helped 

EBITDA margin add 250bps YoY to 12.8% on a weak base 

▪ We value JKLC at 9x EV/EBITDA 1-year forward earnings (unchanged) and 

lower our TP to Rs 687 on revised earnings. Retain SELL 

Click here for the full report. 

ORIENT ELECTRIC 

▪ Modest 7% topline growth with 240bps gross margin boost; EBITDA hit by 

rising staff costs 

▪ Leadership shift and Hyderabad plant set the stage for long-term growth and 

market share wins 

▪ We pare FY25E/FY26E EPS by 3%/2% on near-term margin fluctuations; 

raise TP to Rs 300 and rollover valuations to Jun'26. Maintain HOLD 

Click here for the full report. 

https://www.barodaetrade.com/Reports/EscortsKubota-Q1FY25ResultReview3Aug24-Research.pdf
https://www.barodaetrade.com/Reports/ZydusWellness-Q1FY25ResultReview3Aug24-Research.pdf
https://www.barodaetrade.com/Reports/JKLakshmiCement-1QFY25ResultUpdate3Aug24-Research.pdf
https://www.barodaetrade.com/Reports/OrientElectric-Q1FY25ResultReview2Aug24-Research.pdf
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SOMANY CERAMICS 

▪ Misses our revenue/EBITDA estimate by 2%/8% mainly due to lower-than-

expected tiles volume 

▪ Maintained guidance of low double-digit volume growth and margin 

improvement of 1.0%-1.5% for FY25, despite poor show in Q1 

▪ Maintain BUY and TP of Rs 900 on strong earnings growth prospects with 

improvement in ROE profile and reasonable valuations 

Click here for the full report. 

METALS & MINING  

▪ After bottoming out in Q1CY24 and some improvements in Q2, markets are 

again facing challenges from increased China exports  

▪ While guiding for lower margins and stable demand in Q3, MT believes that 

industry is at a cycle low with unsustainable market conditions 

▪ While we have a neutral stance on Indian ferrous coverage, correction, if any, 

could open up opportunities to enter cyclical recovery  

Click here for the full report. 

 

https://www.barodaetrade.com/Reports/SomanyCeramics-Q1FY25ResultReview3Aug24-Research.pdf
https://www.barodaetrade.com/Reports/MetalsMining-SectorUpdate3Aug24-Research.pdf
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BUY  

TP: Rs 3,279  |   19% 
MAHINDRA & MAHINDRA | Automobiles | 02 August 2024 

 

 

  Healthy performance to continue; upgrade to BUY 

 
▪ Automotive segment grew by ~14% YoY and tractor volume an 

encouraging 5% YoY in a dull quarter  

 

Milind Raginwar 

research@bobcaps.in 

 

 
 

 

 

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price MM IN/Rs 2,750 

Market cap US$ 41.1bn 

Free float 81% 

3M ADV US$ 112.7mn 

52wk high/low Rs 3,014/Rs 1,416 

Promoter/FPI/DII 19%/37%/29% 

Source: NSE | Price as of 2 Aug 2024 

 
 

 

Key financials 

Y/E 31 Mar FY24A FY25E FY26E 

Total revenue (Rs mn) 9,87,634 11,24,218 12,77,570 

EBITDA (Rs mn) 1,26,662 1,56,309 1,81,302 

Adj. net profit (Rs mn) 1,07,178 1,19,982 1,42,360 

Adj. EPS (Rs) 89.5 100.1 118.8 

Consensus EPS (Rs) 89.5 99.6 115.1 

Adj. ROAE (%) 22.4 21.1 21.1 

Adj. P/E (x) 30.7 27.5 23.1 

EV/EBITDA (x) 26.9 21.6 18.8 

Adj. EPS growth (%) 63.7 11.9 18.7 

Source: Company, Bloomberg, BOBCAPS Research  

Stock performance 

 

Source: NSE 

▪ Gross margin gained ~181bps YoY to 26.5% (flat QoQ). EBITDA margin 

improved by 172bps/227bps YoY/QoQ to 15.2% 

▪ Raise FY25 earnings by 3%, and introduce FY27 estimates. We upgrade 

to BUY, valuing MM at 20x 1Y forward P/E and higher TP of Rs 3,279 

 

  

Steady topline growth in challenging quarter: MM’s Q1FY25 revenue grew at a 

steady 12.8%/8.1% YoY/QoQ to Rs 271.3bn, driven by healthy volume uptick of 

10.3%/14.1% YoY/QoQ. The automotive segment grew by ~14% YoY and tractor 

volume by an encouraging 5% YoY in a dull quarter. Despite the volume gains, the 

blended realisation/vehicle stayed positive at 2.3% YoY (-5.26% QoQ).   

Uptick in EBITDA margin: Inventory-adjusted raw material cost stayed benign at 

73.5% of sales from 75.3%/73.5% YoY/QoQ in Q1FY25, yielding nominal gross 

margin gains of ~181bps YoY to 26.5% (flat QoQ). EBITDA grew 27.2% YoY to Rs 

41.2bn with margin gains of 172bps/227bps YoY/QoQ to 15.2%. Other expenses 

rose 14.5% YoY but decreased 17.7% QoQ to Rs 19.0bn.  

FES segment gaining pace: MM’s automotive business continued to dominate 

revenue with a 70% contribution in Q1FY25. However, the Farm Equipment 

segment (FES) saw a healthy uptick of 9.2% YoY as tractor volumes rose 4.7% 

YoY. The tractor volume may gain traction following normal monsoons.  

Product pipeline remains strong: MM is planning to launch the new Thar Roxx in 

Q2FY25, besides the 3XO in 4QFY24 with encouraging initial bookings. MM has 

plans for a strong launch pipeline, including nine ICE SUVs (six new launches), 

seven LCVs (five ICE + two EVs) and seven EVs categorised as Born EV (BEV) 

spread over the next six years in two tranches (till FY27 and beyond till FY30).  

Overall healthy performance, upgrade to BUY: We raise our FY25 estimates by 3% 

to factor in the healthy outlook from the FES and automotive segment following 

healthy monsoons and Q1 performance. We introduce FY27E earnings as we pencil in 

a 3Y EBITDA/PAT CAGR of 17%/13%. We expect FES to revive stronger, and the 

automotive segment to maintain strong momentum benefitting from MM’s focus on 

driving volumes and market share. We continue to value MM’s core business at 24x 1-

year P/E, a 10% premium to its long-term average (22x), resulting in a revised SOTP-

based TP of Rs 3,279 (from Rs 3,210). This includes Rs 362/share as the value of 

subsidiaries. We upgrade MM to BUY from HOLD with an upside of 19%. 
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RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

BUY  

TP: Rs 750  |   18% 
PRINCE PIPES & 
FITTINGS | Building Materials | 03 August 2024 

 

 

  In-line Q1; focus on market share gain and better cash flow 

 
▪ PRINCPIP’s Q1 result came broadly in line with our estimate; gained 

market share even after tightening credit period in Q1 

 

Utkarsh Nopany 

research@bobcaps.in 

 

 
  

  

  

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price PRINCPIP IN/Rs 635 

Market cap US$ 837.8mn 

Free float 39% 

3M ADV US$ 1.8mn 

52wk high/low Rs 776/Rs 521 

Promoter/FPI/DII 61%/6%/18% 

Source: NSE | Price as of 2 Aug 2024 

 
 

 

Key financials 

Y/E 31 Mar FY24A FY25E FY26E 

Total revenue (Rs mn) 25,687 28,448 33,696 

EBITDA (Rs mn) 3,074 3,530 4,527 

Adj. net profit (Rs mn) 1,692 1,950 2,649 

Adj. EPS (Rs) 15.3 17.6 24.0 

Consensus EPS (Rs) 15.3 19.4 24.6 

Adj. ROAE (%) 11.6 12.0 14.4 

Adj. P/E (x) 41.5 36.0 26.5 

EV/EBITDA (x) 22.9 20.1 15.4 

Adj. EPS growth (%) 38.3 15.3 35.8 

Source: Company, Bloomberg, BOBCAPS Research  

Stock performance 

 

Source: NSE 

▪ Lowered EBITDA margin guidance to 12-13% (12-14% earlier) on 

increased focus towards market share and better cash flow conversion 

▪ Upgrade to BUY with unchanged TP of Rs 750 on strong earnings 

prospects with improving ROE profile and reasonable valuations 

 

  

Broadly in-line Q1: PRINCPIP slightly missed our estimate for Q1FY25 (Revenue:  

-1.7%; EBITDA: -3.2%) due to lower-than-expected volume (+13.5% YoY vs +15.0% 

estimated). Overall, Revenue/EBITDA/APAT grew by 9.2%/28.7%/25.8% YoY in 

Q1FY25 due to a weak base effect. However, on a 5Y CAGR basis, PRINCPIP’s 

EBITDA grew a meagre 2.0% in Q1FY25. 

Key highlights: PRINCPIP appears to have gained market share in Q1FY25 as it 

posted relatively better volume growth compared to its major peers in Q1FY25 (SI: 

+19.5%; PRINCPIP: +13.5%; APOLP standalone: -1.3%; FNXP: -1.7%) even after 

tightening its collection period (from 71 days in Q4FY24 to 60 days in Q1FY25). 

EBITDA margin improved by 146bps YoY to 9.6% in Q1FY25, but it was below the 

company’s guidance of 12-13% as management preferred to chase volume over 

margin. Net cash position was up from Rs 12mn in Mar’24 to Rs 960mn in Jun’24. 

Margin guidance tweaked: PRINCPIP plans to increase its capacity by 21-23% 

over the next 3-4 quarters to aggressively grow its volume in a favourable demand 

environment. The company has slightly tweaked its sustainable EBITDA margin 

guidance to 12-13% (12-14% earlier) as management focuses on growing market 

share in a competitive environment and better cash flow conversion by further 

tightening of the credit period to its dealers going ahead. The Bihar greenfield pipe 

project (with 45ktpa capacity) is expected to be operational by Jan’25 (Mar’25 

earlier). With better utilisation of new plant (AP and Bihar), the company targets 

improving its ROE profile from 11.6% in FY24 to 16% over the next 2-3 years. 

Upgrade to BUY with unchanged TP of Rs 750: We upgrade the rating on the 

stock from HOLD to BUY due to (a) strong earnings growth prospects (EPS to grow 

at a healthy 24% CAGR over FY24-FY27E) along with improvement in ROE profile 

(from 11.6% in FY24 to 15.4% in FY27E); and (b) reasonable valuations (trades at 

31.3x on 1Y forward P/E vs 5Y average P/E of 32.5x). We have cut our EPS 

estimates (-4.5%/-3.7% for FY25E/FY26E) based on the Q1FY25 result, but we 

have kept our TP unchanged at Rs 750 due to the roll forward of our valuation from 

Mar’26 to Jun’26. Our target P/E remains unchanged at 30x. 
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INDIA ECONOMICS  
 

 

ECONOMICS RESEARCH 
 

 

 

MONSOON UPDATE       03 August 2024 
 

 
Monsoon and Sowing progress  

  

Rainfall is currently 4% above the LPA till 2 Aug 2024. Pickup was noted in 

the last fortnight when 160.7mm rainfall was received between 20 Jul and 

2 Aug, versus 123.7mm between 6 and 19 Jul. Out of 36, 27 sub-divisions 

(77% of the country) have received normal or above normal rainfall so far 

and 11 states are in the deficient zone. Region-wise, Southern peninsula 

(+27%) and Central region (+18%) continue to record excess rainfall, while 

North West (-12%) and East & North East (-16%) regions still report 

deficient rainfall. Supported by higher than normal rainfall, there is an 

improvement noted in the sown area, with higher acreage of pulses, 

paddy, oilseeds, sugarcane and coarse cereals compared with last year. 

Spatial distribution of rainfall will be critical this month as well, for sowing 

purposes.   

 

Sonal Badhan  

Economist 

 

 

 

 
 

 

 

 

  

Where does Kharif sowing stand? 

As of 2nd Aug 2024, overall sown area has improved by 2.9% compared with last 

year. 

▪ Barring Jute and cotton, total sown area of other crops has inched up. Most 

notable increase is visible in pulses (10.9%) and paddy (5.3%).  

▪ Within pulses, rise in acreage of Arhar (25.9%), Moong bean (12.3%) and other 

pulses (4%), led to jump in the headline number. 

▪ In contrast, Kulthi, Moth and Urdbean have recorded a decline so far.  

▪ Oilseeds have also registered 3% increase in sown area. Within this, sown area of 

Soybean, Groundnut, Sunflower and Niger jumped, while that of Sesamum and 

Castor declined. 

▪ Amongst other major sub-heads, sown area of coarse cereals (3.2%) and 

Sugarcane (1%) also rose. 

▪ Within Coarse Cereals, sown area of crops such as Maize, Jowar, and small 

millets inched up, while that of Bajra and Ragi fell. 

▪ Sown area of jute & Mesta was down by (-) 5% and that of Cotton fell by (-) 8.3% 

compared with last year. 
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ECONOMICS RESEARCH 
 

 

 BOB ESSENTIAL 
COMMODITIES INDEX       03 August 2024 

 

 
“Top”pling inflation  

  

BoB Essential Commodity Index (BoB ECI) has shown considerable 

momentum. It has risen by 2.1% and by 5%, on MoM and YoY basis, 

respectively. The sequential push is partly attributable to seasonal 

phenomenon. Importantly, inflation is not broad-based and is 

concentrated only on a few items. TOP (Tomato, Onion and Potato) is 

topping the charts, registering double digit sequential growth. In Jun’24, 

the volatile items (identified in our report) pushed up headline CPI by 

1.3%, the Jul’24 run rate shows that these items have the potential of 

pushing up CPI by another 2.1%, apart from the normal rate. Thus, despite 

a favorable base of above 260bps, CPI is likely to be ~3.8-4% in Jul’24.   

 

Dipanwita Mazumdar  

Economist 

 

 

 

 
 

 

 

 

  

To know more about the methodology for calculation of the index, please refer to our 

previous edition of BoB ECI. 

Price picture using BoB Essential Commodity Index:  

▪ On MoM basis, BoB ECI rose by 2.1% in Jul’24 compared to 1.7% in Jun’24. 

Sequentially, TOP (Tomato, Onion and Potato) topped the chart of inflation. It has 

risen by 57.3%, 21.4% and 16.2%, respectively in Jul’24. Apart from this, there was 

some degree of loss of momentum in prices of major essential commodities such 

as rice, all categories of pulses (Moong, Gram and urad witnessing maximum 

decline), and edible oils (especially mustard and sunflower oil). On a seasonally 

adjusted basis, the increase in BoB ECI is lesser at 1.5% in Jul’24. Thus, part of 

the increase is attributable to seasonal phenomenon. On YoY basis, BoB ECI 

inched up by 5% in Jul’24, albeit an elevated base. Price buildup for Potato and 

onion were considerable. 

 

So where is CPI print headed? 

High frequency price data showed that inflation is not threatening in a holistic manner. 

It is concentrated in a few vegetable items such as Tomato, Onion, Potato and Garlic.  

 

  
 

  

 

https://www.bankofbaroda.in/-/media/project/bob/countrywebsites/india/economic-scenario/thematic-reports/2024/24-07/the-volatile-cpi-index-11-04.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https:/www.bankofbaroda.in/-/media/project/bob/countrywebsites/india/economic-scenario/monthly/bob-eci-april-2023-11-17.pdf
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 MONETARY POLICY 
EXPECTATIONS       03 August 2024 

 

 
No change in rate or stance  

  

The Reserve Bank of India’s Monetary Policy Committee (MPC) is likely to 

hold repo rate steady for the 8th consecutive meeting in Jul’24. The stance 

of the monetary policy is also expected to be retained at withdrawal of 

accommodation. Incidentally, the stance of the monetary policy was last 

changed in Jun’22. This is because RBI is unlikely to be comfortable with 

the elevated levels of food inflation in the recent months. On the other 

hand, domestic growth impulse has been strong giving RBI the room to 

keep rates at current levels until it has sufficient confidence that 

inflationary pressures have subsided on a durable basis.   

 

Aditi Gupta  

Economist 

 

 

 

 
 

 

 

 

  

Liquidity conditions have eased significantly with the average system liquidity in 

surplus in Jul’24. RBI is likely to manage the evolving liquidity situation through its fine-

tuning operations including scaling up its VRRR auctions. At the current juncture, the 

inflation trajectory faces risks from skewed distribution of rainfall, geo-political tensions 

in the Middle East and a depreciating currency. Taking this into cognizance, the 

earliest possibility of rate cut is pushed back to Dec’24. 

Growth and inflation dynamics 

Domestic growth remains on strong footing: High frequency indicators suggest that 

India’s growth held ground in Q1FY25. Manufacturing PMI stood at 58.1 in Jul’24, 

indicating buoyant activity in the sector. Core sector output too was broadly steady at 

5.7% in Q1 FY25 versus 5.8% in Q4 FY24. Services PMI signals continued 

momentum in the sector. On the demand side, urban demand indicators such as PV 

sales, toll-collections have shown some moderation. However, Centre’s revenue 

receipts have continued to grow at a sharp double-digit pace, led by both direct as well 

as indirect taxes. Building on this, even rural demand is showing signs of a recovery as 

reflected in an improvement in tractor and 2-wheeler sales. Commentary by major 

FMCG companies also signalled a positive outlook for the rural economy aided by the 

prospects of a normal monsoon. Support to growth will also stem from Budget 

announcements relating to capital expenditure and employment. It is to be noted that 

capital expenditure by the government at both the Centre as well as state level has 

remained muted so far, due to elections. This should pick up in the coming months. 

Private sector investment too is showing some signs of recovery, even though it 

seems to be highly skewed in capital intensive sectors. With a pickup in government 

capex, there is a possibility that this becomes broad based.    

 

  
 

  

 



RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

BUY  

TP: Rs 1,044  |   23% 
STATE BANK OF INDIA | Banking | 05 August 2024 

 

 

  Strong performance aided by operational efficiencies 

 
▪ PAT declined on subdued topline and higher credit cost, while operational 

efficiency offset some of its adverse impact 

 

Ajit Agrawal 

research@bobcaps.in 

 

 
  

  

  

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price SBIN IN/Rs 848 

Market cap US$ 90.4bn 

Free float 42% 

3M ADV US$ 208.3mn 

52wk high/low Rs 912/Rs 543 

Promoter/FPI/DII 58%/11%/24% 

Source: NSE | Price as of 2 Aug 2024 

 
 

 

Key financials 

Y/E 31 Mar FY24A FY25E FY26E 

NII (Rs mn) 1,598,758 1,671,042 1,886,198 

NII growth (%) 10.4 4.5 12.9 

Adj. net profit (Rs mn) 610,766 701,640 753,272 

EPS (Rs) 68.4 78.6 84.4 

Consensus EPS (Rs) 86.9 76.0 87.0 

P/E (x) 12.4 10.8 10.0 

P/BV (x) 2.0 1.7 1.5 

ROA (%) 1.0 1.1 1.0 

ROE (%) 17.3 17.2 16.1 

Source: Company, Bloomberg, BOBCAPS Research  | 

Stock performance 

 

Source: NSE 

▪ NIM slid 6bps QoQ to 3.2%; asset quality continued to improve despite 

higher slippages on seasonality; continued to guide 15% loan growth 

▪ We maintain BUY on strong growth, stable NIM and asset quality, and 

revise TP to Rs 1,044 (Rs 969 earlier) set at 1.5x FY26 ABV (Jun’26) 

 

  

Healthy profits: SBIN’s NII declined 1% QoQ due to higher deposit costs. Reported 

NIM slid 6bps QoQ to 3.2% and it guided to remain at current levels for FY25. Other 

income fell 36% QoQ, mainly due to weak treasury gains (Rs 26bn vs. Rs 34.6bn in 

Q4) and absence of interest on IT refunds (Rs 7bn in Q4). The wage revision 

provision behind opex fell 15% QoQ, leading to a 188bps decline in C/I ratio, and the 

bank guided for further potential to improve. Provision jumped 114% QoQ mainly 

due to stress asset aging (Rs 23bn), dragging PAT 18% QoQ. Credit cost was 

48bps (18bps in Q4) and management expects it to normalise to 50bps over FY25. 

Healthy business growth: loan grew 16% YoY aided by healthy growth in SME 

loans (20% YoY) and overseas loans (14% YoY), while retail book grew (14% YoY), 

due to slowdown in auto loans (17%) and express credit (+11%). Corporate book 

grew a strong 16% YoY. Management expects credit growth of 13-15% for FY25 (we 

estimate Credit/Deposit CAGR of 15%/13% over FY24-26) given strong liquidity with 

excess SLR of Rs 3.7tn, LCR of 129% and modest domestic LDR (76%). Deposits 

grew 8.2% YoY, driven by term deposits. CASA ratio declined 45bps QoQ to 39.1%. 

Asset quality continued to improve: GNPA decline 3bps QoQ to 2.2%, while 

NNPA stayed flat at 57bps, with PCR of 74%. Credit cost (calc.) normalised to 

37bps vs. 17bps in Q4 and SBIN guiding for it stabilising at 50bps in FY25 leading 

us to further normalise it to 41/54bps vs. earlier estimates of 36/45bps for 

FY25/FY26. SBIN’s restructured book was Rs 160bn, forming 0.4% of loans vs. 

Rs173bn in Q4, whereas SMA-1&2 book stood at Rs 46bn (Rs 33bn in Q4). A non-

NPA provision of Rs 311bn (144% of NNPA) provides a cushion against any sudden 

rise in stress or other regulatory provision requirement  

Maintain BUY: Healthy business growth, despite SBIN’s size, along with stable 

margins and asset quality augured well. We expect stable NIM at 3% and ROA/ROE 

of 1%/16% by FY26. We broadly maintain our growth estimates and raise provision. 

Given SBIN’s consistent strong performance across segments, we revise our new 

SOTP-based TP to Rs 1,044 (from Rs 969), set at a P/ABV (Jun’26) of 1.5x, using 

the Gordon Growth Model and add Rs 200/sh for subsidiaries – BUY. 
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RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

HOLD  

TP: Rs 13,305  |   5% 
MARUTI SUZUKI | Automobiles | 03 August 2024 

 

 

  Healthy show continues; maintain HOLD on elevated valuations 

 
▪ Q1 revenue grew 10% YoY driven by demand in SUVs and realisations 

which improved 5%/4% YoY/QoQ 

 

Milind Raginwar 

research@bobcaps.in 

 

 
 

 

 

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price MSIL IN/Rs 12,726 

Market cap US$ 45.9bn 

Free float 44% 

3M ADV US$ 92.8mn 

52wk high/low Rs 13,680/Rs 9,254 

Promoter/FPI/DII 56%/23%/16% 

Source: NSE | Price as of 2 Aug 2024 

 
 

 

Key financials 

Y/E 31 Mar FY24P FY25E FY26E 

Total revenue (Rs mn) 14,09,326 16,28,760 18,47,013 

EBITDA (Rs mn) 1,64,011 1,93,512 2,20,664 

Adj. net profit (Rs mn) 1,32,094 1,42,362 1,59,169 

Adj. EPS (Rs) 437.3 471.3 526.9 

Consensus EPS (Rs) 437.3 475.6 531.2 

Adj. ROAE (%) 15.8 15.1 14.9 

Adj. P/E (x) 29.1 27.0 24.2 

EV/EBITDA (x) 23.4 20.3 17.7 

Adj. EPS growth (%) 64.1 7.8 11.8 

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

Stock performance 

 

Source: NSE 

▪  Softening commodities costs and healthy volumes helped EBITDA 

margin expand by 344 bps YoY to 12.7% (+42bps QoQ)  

▪ We value the stock at 25x P/E 1Y forward earnings, on par with its 10Y 

average, and revise its TP to Rs 13,305 (from Rs 12,965). Retain HOLD 

 

  

Steady topline growth aided by realisation gains: MSIL’s Q1FY25 revenue grew 

10.0% YoY (-7.1% QoQ) to Rs 355bn in a challenging quarter. This was backed by 

5% YoY volume gains (-10.6% QoQ) and realisation improvement of 5%/4% 

YoY/QoQ. Higher SUV demand continued to drive sales volume of 521.8k units. 

Average blended realisation/vehicle was Rs 680.8mn. MSIL extended higher 

discounts/vehicle for Q1FY25 (Rs 21.7k vs Rs 14.5k in Q4FY24).  

Operating margin expands YoY, remained flat QoQ: Raw material cost at 71.4% 

of sales dropped 262bps YoY and 120bps QoQ, aiding gross margin improvement 

of 262bps YoY (120bps QoQ) to 29.8%. Other expenditure rose 4.3% YoY (fell 7.3% 

QoQ) to Rs 45.3bn. Higher sales volume, cost reduction efforts and favourable 

commodity prices helped EBITDA grow 50.9% YoY to ~Rs 45bn, with margin 

expansion of 344bps YoY to 12.7% (flat QoQ).  

Capacity expansion plans: MSIL commissioned additional facility at Manesar with 

capacity to manufacture 0.1mn units in Q1FY25, increasing the manufacturing 

capacity at the Manesar facility to 0.9mn/year. MSIL also increased the capacity of 

Ertiga and the supply of CNG vehicles. Further, MSIL’s planned expansion at 

Kharkhoda (Haryana) with a capacity of 0.25mn vehicles/p.a. is due to become 

operational in CY25. MSIL has signed an MoU with the Gujarat government to set 

up a 1mn unit plant by FY29 and has earmarked Rs 350bn of capex. 

Maintain HOLD on steep valuation; estimates unchanged: We maintain our 

FY25/FY26 EPS, factoring an in-line expected show in Q1FY25. We introduce FY27 

earnings with 3Y Revenue/EBITDA/PAT CAGR of 14%/15%/11%. Our gross margin 

assumptions hover at ~29% with EBITDA margin of ~12% over our forecast period. 

We factor in upbeat growth outlook backed by MSIL’s focus on premiumisation, 

healthy capex and thrust on electric vehicles (EVs). However, the elevated 

valuations leave limited room for uptick. Effectively, we maintain our HOLD rating. 

We continue to value the stock at 25x P/E 1-year forward earnings, on par with its 

10Y average, yielding a higher TP of Rs 13,305 (from Rs 12,965). 
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RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

SELL  

TP: Rs 2,514  |   36% 
ESCORTS KUBOTA | Automobiles | 03 August 2024 

 

 

  Weakness persists, maintain SELL 

 
▪ Q1 tractors volume dipped 3.2% YoY as weakness persisted in export 

markets and domestic market lost market share 

 

Milind Raginwar 

research@bobcaps.in 

 

 
 

 

 

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price ESCORTS IN/Rs 3,905 

Market cap US$ 6.2bn 

Free float 63% 

3M ADV US$ 14.0mn 

52wk high/low Rs 4,410/Rs 2,530 

Promoter/FPI/DII 37%/22%/8% 

Source: NSE | Price as of 2 Aug 2024 

 
 

 

Key financials 

Y/E 31 Mar FY24A FY25E FY26E 

Total revenue (Rs mn) 88,496 1,00,054 1,18,119 

EBITDA (Rs mn) 11,667 13,831 15,779 

Adj. net profit (Rs mn) 10,491 11,814 13,239 

Adj. EPS (Rs) 94.9 106.9 119.8 

Consensus EPS (Rs) 94.9 108.9 125.0 

Adj. ROAE (%) 11.4 11.3 11.3 

Adj. P/E (x) 41.1 36.5 32.6 

EV/EBITDA (x) 44.3 36.4 31.2 

Adj. EPS growth (%) 81.6 12.6 12.1 

Source: Company, Bloomberg, BOBCAPS Research  

Stock performance 

 

Source: NSE 

▪ Softening commodity prices supported gross margin expansion by 

173bps to 31.9% YoY. EBITDA margin increased by 20bps YoY 

▪ We cut our FY26 EPS estimate by 4% and introduce FY27 estimates. We 

revise TP to Rs 2,514 (from Rs 2,530) and retain SELL  

 

  

Volume weakness persists: ESCORTS’s Q1FY25 revenue fell 1.5% YoY to Rs 

22.9bn (+10.1% QoQ) as tractor volumes fell by 3.2% YoY to ~25.7k units (+21% 

QoQ). This included domestic volume of 24.7k units versus 25.2k units in Q1FY24, a 

decline of 1.8%. The pain in exports was even higher with volume slide at 0.96k 

units, against 1.35k units fall of 29% YoY. Net realisation per vehicle in the segment 

grew 3.9% YoY but was flat QoQ to Rs 0.65mn and was the only respite. 

CE segment stood strong YoY, AM stayed flat but RE declined: Revenue from 

the Agriculture Machinery (AM) segment stayed flat YoY in Q1FY25. The Railways 

Equipment (RE) segment contracted 17.8% YoY, while Construction Equipment 

(CE) grew 2.7%. Segmental EBIT margin was 13.2%/20.5/10.4% for the AM/RE/CE 

segments with only CE showing improvement. The three segments contributed 73%, 

11% and 16% to revenue, respectively. 

Easing input cost aided margin expansion: Raw material cost (inventory 

adjusted) fell 4%YoY (+10.1% QoQ) to Rs 15.5bn as commodity softening aided 

relief. Gross margin rose 173bps YoY (flat QoQ) to 31.9% aided by better product 

mix and cost control. Other expenditure grew 7.3%/1.3% YoY/QoQ. However, 

EBITDA margin only expanded 20bps YoY (150bps QoQ) to 14.3%. APAT grew 

2.4%/19.6% YoY/QoQ to Rs 2.9bn. 

Amalgamation nod likely by Q2FY25: The amalgamation of Escorts Kubota India 

and Kubota Agricultural Machinery India has been reserved by National Company 

Law Tribunal (NCLT) and a final order from NCLT is expected in 1-2 months. 

Maintain SELL: ESCORTS’ tractor volumes YTD FY25 stayed muted, though MM 

grew by ~6% in the domestic market – indicating ESCORTS has lost domestic 

market share. The exports volume is even weaker by 22%. The full benefit of the 

Kubota integration on export sales is likely to flow in only after 12-24 months. We 

lower our FY26E EPS estimate by 4% and introduce FY27 estimates. Given 

sustained growth headwinds, we retain SELL and revise our TP to Rs 2,514 (from 

2,530). Our target P/E stays at 20x – in line with the stock’s long-term mean. 
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RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

HOLD  

TP: Rs 2,596  |   15% 
ZYDUS WELLNESS | Consumer Staples | 03 August 2024 

 

 

  1QFY25 result review: Risk from La Nina  

▪ Sales (+20%) were 7% higher on heatwave but EBITDA was in line with 

Bloomberg consensus. We forecast +13% sales growth in FY25 

 

Lokesh Gusain 

research@bobcaps.in 

 

 
  

  

  

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price ZYWL IN/Rs 2,261 

Market cap US$ 1.7bn 

Free float 21% 

3M ADV US$ 1.5mn 

52wk high/low Rs 2,484/Rs 1,425 

Promoter/FPI/DII 69%/3%/28% 

Source: NSE | Price as of 2 Aug 2024 

 
 

 

Key financials 

Y/E 31 Mar FY24P FY25E FY26E 

Total revenue (Rs mn) 23,278 26,205 28,184 

EBITDA (Rs mn) 3,082 4,048 4,431 

Adj. net profit (Rs mn) 2,852 3,966 4,162 

Adj. EPS (Rs) 44.8 62.3 65.4 

Consensus EPS (Rs) 44.8 62.1 67.5 

Adj. ROAE (%) 5.3 7.0 7.0 

Adj. P/E (x) 50.4 36.3 34.6 

EV/EBITDA (x) 46.7 35.5 32.5 

Adj. EPS growth (%) (8.2) 39.1 4.9 

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

Stock performance 

 

Source: NSE 

▪ Zydus is guiding for high teens EBITDA margin by FY26. We expect this 

to be doable on mix improvement and rural recovery 

▪ We assume coverage with HOLD and TP of Rs 2,596. Rural recovery is a 

positive but there is risk from La Niña-driven cooler and wetter weather 

 

  

Sales beat and in-line EBITDA: Zydus reported 35% underlying EPS growth on 

20% sales and 190bps EBITDA margin expansion. Compared to consensus, sales 

were 7% higher but EBITDA was in line with margins coming in 130bps lower.  

Sales trends strong but driven by one-off heatwave: Sales increased 20% driven 

by summer-centric portfolio in both Food (+15%) and Personal Care (+42%). 

Glucose category grew by 21% while Zydus’s share declined only 11bps to 59.7%. 

In Personal Care, Nycil talcum also performed strongly.   

Two-year outlook: Zydus expects double-digit topline growth and high teens 

EBITDA margin by FY26. We think this is plausible excluding the impact from 

heatwave which boosted sales this year but will have a tough comp impact on FY26. 

Over FY25/FY26, we forecast average sales +10% and EBITDA margin of 15.6%.   

Our view: We have a HOLD rating on Zydus Wellness. We view 1QFY25 as a one-

off given the benefit from the heatwave. While topline and margin targets over the 

next couple of years appear plausible, we see a risk in the portfolio given exposure 

to categories (for instance glucose, talcum) that are highly sensitive to seasonal 

changes. Unusual heat, unseasonal rains, etc, can lead to large fluctuations in 

reported sales and earnings. Rural recovery will be a positive for Zydus given its 

~30% rural sales exposure, however, there is a risk from the impending La Niña, 

which will bring cooler and wetter weather, in contrast to the heatwave in 1QFY25. 

We value Zydus at 37x 12M to Jun'26 EPS using P/E relative to the NIFTY 50 index. 

We raise TP to Rs 2,596 from Rs 1,531.  

Zydus Wellness 1QFY25 result summary     Reported vs (%) 

(Rs mn) Q1FY24 Q1FY25 YoY (%)  Cons. 

Sales 7,021 8,410 20 7 

EBITDA 1,165 1,552 33 0 

EBITDA Margin (%) 16.6 18.5 186bps (129bps) 

Adj. EPS (Rs) 19.6 26.5 35 n/m 

Source: Company, Bloomberg, BOBCAPS Research 

 

 

 

 

  
 

1,320

1,740

2,160

2,580

3,000

3,420

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

M
ay

-2
4

A
ug

-2
4

ZYWL NSE Nifty (Relative)



RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

SELL  

TP: Rs 687  |   19% 
JK LAKSHMI CEMENT | Cement | 03 August 2024 

 

 

  Changed dynamics lead to challenges; maintain SELL 

 
▪ Q1 revenue fell 11.5% YoY on the back of low volume growth, down 8%, 

and weak realisations that fell by 4.6% YoY 

 

Milind Raginwar 

research@bobcaps.in 

 

 
 

 

 

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price JKLC IN/Rs 848 

Market cap US$ 1.2bn 

Free float 54% 

3M ADV US$ 2.8mn 

52wk high/low Rs 1,000/Rs 626 

Promoter/FPI/DII 46%/14%/26% 

Source: NSE | Price as of 2 Aug 2024 

 
 

 

Key financials 

Y/E 31 Mar FY24P FY25E FY26E 

Total revenue (Rs mn) 63,198 66,585 68,940 

EBITDA (Rs mn) 8,637 8,362 9,346 

Adj. net profit (Rs mn) 4,243 4,140 4,700 

Adj. EPS (Rs) 36.1 35.2 39.9 

Consensus EPS (Rs) 36.1 46.1 52.5 

Adj. ROAE (%) 14.4 12.8 13.1 

Adj. P/E (x) 23.5 24.1 21.2 

EV/EBITDA (x) 11.0 13.0 10.5 

Adj. EPS growth (%) 28.3 (2.4) 13.5 

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

Stock performance 

 

Source: NSE 

▪ Operating cost fell ~7% to Rs 5,417 aided by lower energy cost which 

helped EBITDA margin add 250bps YoY to 12.8% on a weak base 

▪ We value JKLC at 9x EV/EBITDA 1-year forward earnings (unchanged) 

and lower our TP to Rs 687 on revised earnings. Retain SELL 

 

  

Volumes impacted; realisations stayed weak: JKLC reported ~11.5% YoY 

revenue fall (-12.3% QoQ) to Rs 14.5bn in Q1FY25 as volumes fell by 8.1% YoY 

(8.8% QoQ) to 2.32mt (standalone) due to weak demand in a traditionally healthy 

Q1. Realisations (ready mix concrete-adjusted) remained weak at Rs 5,901/t, down 

4.6%/3.6% YoY/QoQ. Intense competitive pressure in a weak quarter was the key 

reason for the overall weakness in the topline. 

Operating performance stays rangebound: Operating cost fell 6.5% YoY (flat 

QoQ) to Rs 5,417/t driven by lower raw material-adjusted energy cost of 9.1% YoY 

but rose 7.6% QoQ to Rs 2,320/t. Logistics cost fell 6% YoY to 1,224/t as lead 

distance was cut by 12km to 372km YoY. EBITDA grew 10.1% YoY (-33% QoQ) to 

~Rs 1.8bn. EBITDA margin at 12.8% was higher YoY on a weak base. EBITDA/t 

rose 19.8% YoY (-26.5% QoQ) to Rs 793. APAT was flat YoY at Rs 763mn factoring 

in Rs 800mn of non-recurring income. Reported PAT was Rs 1.56bn. 

Capacity expansion on track: JKLC is adding a 1.5mnt grinding unit at Surat by 

FY25-end. It is expanding its clinker capacity by 2.3mnt at its Durg plant backed by 

four cement grinding units aggregating 4.6mnt over the next three years. It will add 

GUs in Bihar and Jharkhand. Its Northeast India expansion plans await clearances.  

JKLC announces merger of Udaipur Cement Works: Following the merger 

announcement JKLC will issue four equity shares of face value Rs 5 for every 100 

equity shares of Rs 4 held in UCWL to the latter’s shareholders (other than JKLC) as 

consideration based on the fair value swap ratio. 

Revise estimates downward, maintain SELL: We cut our FY25E/FY26E EBITDA 

by 16% each to factor in the changing dynamics in its operating areas following 

intense supply pressure from large cement companies. We introduce FY27 

estimates with weak EBITDA/PAT CAGR of 5%/6% given pricing pressure may be 

partially offset by better cost structure. Retaining lost market share will be a key 

challenge in competitive conditions. We value JKLC at 9x EV/EBITDA 1-year 

forward earnings (unchanged) and cut TP to Rs 687 (from Rs 710). Maintain SELL.  
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RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

HOLD  

TP: Rs 300  |   9% 
ORIENT ELECTRIC | Consumer Durables | 02 August 2024 

 

 

  Modest quarter; Hyderabad facility gears up for growth 

 
▪ Modest 7% topline growth with 240bps gross margin boost; EBITDA hit 

by rising staff costs 

 

Arshia Khosla 

research@bobcaps.in 

 

 
 

 

 

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price ORIENTEL IN/Rs 274 

Market cap US$ 695.0mn 

Free float 62% 

3M ADV US$ 2.0mn 

52wk high/low Rs 297/Rs 189 

Promoter/FPI/DII 38%/6%/28% 

Source: NSE | Price as of 2 Aug 2024 

 
 

 

Key financials 

Y/E 31 Mar FY24A FY25E FY26E 

Total revenue (Rs mn) 28,121 33,686 40,337 

EBITDA (Rs mn) 1,443 2,529 3,279 

Adj. net profit (Rs mn) 566 1,128 1,631 

Adj. EPS (Rs) 2.7 5.3 7.7 

Consensus EPS (Rs) 2.7 5.5 7.8 

Adj. ROAE (%) 9.3 16.8 21.6 

Adj. P/E (x) 103.1 51.7 35.8 

EV/EBITDA (x) 40.3 23.0 17.8 

Adj. EPS growth (%) (25.4) 99.4 44.6 

Source: Company, Bloomberg, BOBCAPS Research  

Stock performance 

 

Source: NSE 

▪ Leadership shift and Hyderabad plant set the stage for long-term 

growth and market share wins 

▪ We pare FY25E/FY26E EPS by 3%/2% on near-term margin fluctuations; 

raise TP to Rs 300 and rollover valuations to Jun'26. Maintain HOLD 

 

  

Modest growth amid capacity constraints: ORIENTEL reported a modest 

quarterly performance with 7% YoY growth, reaching Rs 7.5bn, driven primarily by 

strong demand for cooling products. Despite a 240bps improvement in gross 

margin, EBITDA margin fell by 90bps due to increased staff expenses, higher 

advertising costs, and greater discounts. APAT was Rs 143mn, marking a 27% 

decline from the previous year. 

Growth across segments; lighting and switchgear outshine: The lighting and 

switchgear segment increased a notable 10%, reaching Rs 2.1bn, driven by 

significant market share gains and a sustained emphasis on innovative product 

launches and competitive tenders. Similarly, the ECD segment saw a 6% rise, 

totalling Rs 5.4bn. However, this growth lagged competitors like Havells (20%), V-

Guard (26%), and Crompton (21%). Despite this growth, the segment’s performance 

was somewhat hampered by capacity constraints in the table pedestal wall fan 

(TPW) segment, which experienced inventory stock-outs during the quarter. 

Hyderabad plant poised to grow long term: On 6 May 2024, ORIENTEL officially 

commissioned its Hyderabad plant, designed with Industry 4.0 technologies to 

enhance manufacturing efficiency. This facility focuses on producing TPW fans, and 

is a significant step in optimising cost structures and expanding market reach. While 

the plant is currently serving southern and western India, it is poised to meet the 

demands of export markets. Management is confident of the plant’s capabilities. As 

the plant ramps up production, ORIENTEL anticipates reductions in cost structures 

and expects to see significant benefits in the coming quarters, with a strategic goal 

of effectively serving domestic and global markets. 

Maintain HOLD: Despite management’s optimism about gaining market share with 

the launch of the Hyderabad facility, the absence of a clear timeline for expected 

revenue growth introduces some uncertainty. Hence, we pare our EPS estimates for 

FY25/FY26 by 3%/2%. Still, we uphold our stock valuation at 30x P/E, a 5% 

discount to the 3Y average. We roll forward our valuations to Jun’26 and raise TP to 

Rs 300 from Rs 230. We maintain a HOLD recommendation.  
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RESULT REVIEW  
 

 

EQUITY RESEARCH 
 

 

BUY  

TP: Rs 900  |   20% 
SOMANY CERAMICS | Building Materials | 03 August 2024 

 

 

  Near-term pain, medium-term outlook positive 

 
▪ Misses our revenue/EBITDA estimate by 2%/8% mainly due to lower-

than-expected tiles volume 

 

Utkarsh Nopany 

research@bobcaps.in 

 

 
  

  

  

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price SOMC IN/Rs 748 

Market cap US$ 366.3mn 

Free float 45% 

3M ADV US$ 1.1mn 

52wk high/low Rs 873/Rs 561 

Promoter/FPI/DII 55%/2%/24% 

Source: NSE | Price as of 2 Aug 2024 

 
 

 

Key financials 

Y/E 31 Mar FY24A FY25E FY26E 

Total revenue (Rs mn) 25,914 26,621 29,605 

EBITDA (Rs mn) 2,532 2,612 2,962 

Adj. net profit (Rs mn) 983 1,035 1,417 

Adj. EPS (Rs) 24.0 25.3 34.6 

Consensus EPS (Rs) 24.0 32.4 41.7 

Adj. ROAE (%) 11.4 11.8 14.4 

Adj. P/E (x) 31.2 29.6 21.6 

EV/EBITDA (x) 11.0 10.7 9.7 

Adj. EPS growth (%) 37.0 5.3 36.9 

Source: Company, Bloomberg, BOBCAPS Research  

Stock performance 

 

Source: NSE 

▪ Maintained guidance of low double-digit volume growth and margin 

improvement of 1.0%-1.5% for FY25, despite poor show in Q1 

▪ Maintain BUY and TP of Rs 900 on strong earnings growth prospects 

with improvement in ROE profile and reasonable valuations 

 

  

Weak quarter: SOMC reported a weak Q1FY25 result as it misses our estimates 

(Revenue: -1.9%; EBITDA: -8.4%; APAT: -14.5%) mainly due to lower-than-

expected tiles sales volume (-0.9% YoY vs +3.0% estimated). Overall, SOMC 

revenue/EBITDA/APAT fell by 1.4%/3.2%/35.7% YoY in Q1FY25. 

Key highlights: SOMC tiles volume was down 0.9% YoY, but it grew at 5.5% on a 

5Y CAGR basis in Q1FY25. Despite lower tiles realisation (-2.0% YoY), gross 

margin improved by 407bps YoY to 57.1% in Q1FY25 due to better mix (GVT tiles 

share up 400bps to 37%) and lower input costs. However, EBITDA margin was 

down 16bps YoY to 8.5% in Q1FY25 due to higher employee cost (+14.1%) and 

negative operating leverage. Net debt rose slightly from Rs 2.6bn in Mar’24 to Rs 

2.7bn in Jun’24 due to higher inventory (from 43 days in Q4FY24 to 59 days in 

Q1FY25) as well as debtors (from 41 days in Q4FY24 to 43 days in Q1FY25). 

Optimistic guidance: The company has maintained its guidance of growing volume 

at a low double-digit rate and improving EBITDA margin by 1.0%-1.5% in FY25 – 

which we believe is at a risk based on the poor show in Q1 and expectation of 

demand recovery from Q4FY25. Over the medium term, the company targets to 

grow its revenue at a double-digit rate over the next three to four years. Max plant 

operated at a loss in Q1FY25 due to low capacity utilisation (at 35-37%), but the 

operating margin from this plant is expected to steadily improve over the next few 

quarters with rise in capacity utilisation. The company has no major capex plan and 

has put its Nepal plant on hold due to unfavourable market dynamics. 

Maintain BUY and TP of Rs 900: We maintain our BUY rating on the stock as we 

see (a) strong earnings growth prospects (EPS to log 20% CAGR over FY24-

FY27E) along with improvement in ROE profile (from 11.4% in FY24 to 15.1% in 

FY27E); and (b) reasonable valuation (trades at 25.7x on 1Y forward P/E vs. 5Y 

average of 24.0x). We cut our EPS estimates by 4.6%/4.3% for FY25E/FY26E 

based on weak Q1, but we have kept our TP unchanged at Rs 900 as we roll 

forward valuations from Mar’26 to Jun’26. Our target P/E remains unchanged at 25x. 
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Ferrous read-across: Steel industry at cycle low, ArcelorMittal   

 

 

▪ After bottoming out in Q1CY24 and some improvements in Q2, markets 

are again facing challenges from increased China exports  

 

Kirtan Mehta, CFA 

research@bobcaps.in 

 

 
  

  

  

 

 

 

 

 

 

▪ While guiding for lower margins and stable demand in Q3, MT believes 

that industry is at a cycle low with unsustainable market conditions 

▪ While we have a neutral stance on Indian ferrous coverage, correction, 

if any, could open up opportunities to enter cyclical recovery  

 

  

Challenging market conditions… : After margins bottomed out in Q1CY24 and 

improved in Q2, western markets are still experiencing overall lacklustre demand 

and no signs of restocking activity with customers still in a wait-and-see mode. 

China’s steel surplus has not only dragged domestic steel spreads in China but 

transmitted the impact to other regions via aggressive exports.  

… but unsustainable: Steel prices in Europe and the US are eating well into the 

marginal cost curve. With domestic steel prices in China below US$ 500/t, steel mills 

are facing cash losses. This is unsustainable as per ArcelorMittal (MT). 

Catalysts for recovery: (a) end of destocking to indicate reaching low point, (b) 

start of interest rate cut cycle to support demand recovery, (c) start of restocking to 

show market confidence on upcoming recovery, (d) supply adjustment with exit of 

high-cost producers and effective protection against cheap imports competition. 

MT not backing down supply yet: MT is largely running its plants at full capacity. 

MT does not see any material sequential weakness in its Q3 order book except for 

seasonal summer pullback in Europe. The company is confident of YoY growth in 

apparent demand in H2CY24 in absence of significant destock. With low inventory 

levels, particularly in Europe, MT expects restocking to start in H2CY24.  

Global demand outlook: MT still maintains a positive demand growth outlook 

(2.5%-3.0%) outside China and flattish demand growth in China in CY24.   

Trade actions underway globally: EU has extended its steel safeguards for 

another two years. US has modified its Section 232 tariffs to prevent circumvention 

through Mexico. Brazil has introduced quota and levied tariff on excess imports.  

Read-across for Indian players: With increased trade action globally, import 

pressure is likely to grow in India until we see material production cuts in China. If 

MT is right on arrival of low point of cycle, material correction, if any, in Indian steel 

stocks could be considered as another entry point to play upcoming recovery. We 

presently have a Neutral stance on unfavourable risk-reward. 
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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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