
23rd October 2019 



Dear Patrons, 

Wishing You a Very Happy Diwali and Prosperous SAMVAT 2076!!! 

SAMVAT 2075 is ending on a cheery note, albeit the roller coaster ride through the year led to a bad taste for most investors. Sentiments were at extreme ends 

as irrational exuberance just after robust election victory by the ruling government and unwarranted pessimism post Union Budget 2020. It was only after the 

Government realized and made necessary changes along with the big bang cut in corporate income tax rate to 25% and for new manufacturing companies to 

17% that brought back investors to the market. However, the economic slowdown continues led by automobiles and other sectors, which we believe is cyclical 

and likely to pick up pace soon.  

We believe several structural changes unleashed in the past few weeks along with the drive to privatize some of the PSU’s like BPCL, SCI, Container Corporation 

and others would help government meet the short-fall in fiscal deficit, transmission of lower interest rate (repo rate cut to 5.15% from 6.50% last year) will boost 

demand across sectors. It is a matter of time that low crude oil prices, stable Indian Rupee, better than expected monsoon, a strong and stable government will 

kick start investment and consumption in the economy. The reduction in tax rates is highly beneficial for companies paying higher taxes, especially MNCs, 

consumer, strong private banks and Automobiles sectors. However, the Government has to run a Sprint to cover the distance of a Marathon to meet all the 

announcement of strategic disinvestment, fulfill fiscal prudence, boost spending and consumption in a short period. 

At the current level of 11662, Nifty trades at 25 times on TTM EPS. We expect Nifty to trade between 11200-13200 for the next one year.  

Exhibit-1 

Changes during Samvat 2075 (Between 06-Nov-2018 to 18-Oct-2019) 

Name Measure 6-Nov-18 18-Oct-19 % Change 

Sensex Index 34991.91 39298.38 12.31% 

Nifty Index 10530.00 11661.85 10.75% 

NSE MID CAP Index 17265.65 16213.55 -6.09% 

NSE SMALL CAP Index 6192.65 5567.55 -10.09% 

Nifty P/E Value 21.98 25.23 14.79% 

NSE MID CAP P/E Value 51.72 25.11 -51.45% 

Gold  MCX 10G (INR) 31773 38241 20.35% 

INR/USD Currency 73.00 71.14 -2.55% 

10Y Govt Bond (India) Yield 7.79 6.52 -16.30% 

Repo Rate % 6.50 5.15 -20.77% 

Brent USD/ Barrel 71.67 59.42 -17.09% 

India Foreign Exchange Reserve USD 393.01 439.71 11.88% 



Exhibit-2 

Top Diwali Picks:  

Exhibit-3 

Diwali Picks - 2018 : Performance 
Company name  REC Price Target Price (INR) CMP INR* 52 Week High 52 Week Low % Change 

Balaji Amines 454 686 330.35 537.60 211.25 -27% 

Balrampur Chini 110 152 161.90 173.90 93.00 47% 

Bata 939 1280 1767.85 1804.95 833.10 88% 

Engineers India 114 159 107.10 129.30 92.50 -6% 

ICICI Bank 345 464 451.15 458.70 311.9 31% 

ITC 279 330 248.90 310.00 234.05 -11% 

Jagran Prakashan 114 164 57.85 128.95 55.60 -49% 

JK Paper 168 259 123.65 189.40 94.10 -26% 

L&T 1271 1610 1442.55 1607.00 1182.50 13% 

M&M 746 1044 595.80 814.00 502.55 -20% 

Mahanagar Gas 821 980 955.85 1067.25 754.15 16% 

Portfolio Return   5.14% 

* Price as on 22-10-2019 

With warm regards, 

Happy Investing! 
Team Stewart & Mackertich Research 

Diwali Picks - 2019 
Company name  Sector  Market Cap (INR Cr.) FV (INR)  CMP (INR) Target Price (INR) Upside % 

HDFC Ltd Finance 365178.75 2.00 2115 2395 13% 

ICICI Bank Ltd. Bank 291458.28 2.00 451 567 26% 

Oracle Financial Services Software Ltd. IT 26670.13 5.00 3107 3618 16% 

M&M Financial Services Ltd. NBFC 21075.05 2.00 341 410 20% 

Tata Global Beverages Ltd. FMCG 17782.08 1.00 282 340 21% 

Supreme Industries Ltd. Plastic Products 15494.74 2.00 1220 1444 18% 

Escorts Ltd. Automobile & Ancillaries 7908.05 10.00 645 766 19% 

Godfrey Phillips India Ltd. Tobacco 5618.98 2.00 1081 1409 30% 

Dixon Technologies (India) Ltd. Consumer Durables 3387.73 10.00 2991 3630 21% 

Praj Industries Ltd. Capital Goods 2039.97 2.00 112 156 40% 
* Price as on 22-10-2019 
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HDFC Limited 
                                 Sector: Finance 

BSE Code 500010 

NSE Code HDFC 

Reuters Ticker HDFC.BO 

Bloomberg Ticker  HDFC IN 

Market cap (INR Cr.) 365,352.4 

Outstanding Shares (Cr.) 172.67 

Face Value (INR)  2.00 

Dividend Yield(%) 0.99 

TTM P/E (x) 22.51 

Industry P/E (x) 22.26 

Debt/Equity 2.53 

Beta vs. Sensex    1.18 

52 Week High/ Low (INR) 2357.0/1646.0 

Avg. Daily Vol. (NSE)/1 yr. 3,333,700 

Stock Scan 

CMP (INR)  2115.9 

Target (INR)                     2395.0 

Upside(%)                        13.2 

Recommendation          Buy 

Brief Overview 

Shareholding Pattern (%) 

 Sep-2019 Jun-2019 Mar-2019 

Promoters 0.00 0.00 0.00 

Institutions 89.07 89.07 88.90 

Non-

institutions 
10.93 10.93 11.1 

Company Overview 

Investment Rationale 

Housing Development Finance Corporation Limited (HDFC Ltd.) was established with the primary 
objective of meeting a social need of encouraging home ownership by providing long-term finance 
to households. The principle business of the company is providing finance to individuals, corpo-
rates, developers and co-operative societies for the purchase, construction, development and 
repair of houses, apartments and commercial property in India. 

Strong AUM growth led by Individual loans: AUM growth of 13% YoY is majorly driven by 17% YoY growth in Individual loans. Corporate growth dropped 2% 
YoY (up 11% QoQ) owing to two large repayments. This also indicates the Co.’s risk aversion in the corporate segment, considering the elevated credit risks.  
Slowdown in non-individual disbursement (construction finance and corporate) led to moderation in overall AUM trajectory that is seen to continue ahead. We 
expect an improvement in growth for both the mortgage and the corporate book driven by improving share gains and underlying improvement in the residen-
tial cycle. 

Steady Operating margins: Operational performance remain stable due to higher other income & healthy NII. Other income was aided by extraordinary gains 
from stake sale in Gruh Finance. Reported spreads and NIMs at 225bps and 3.3% were stable on YoY basis (spreads down 5bps QoQ), calculated NIMs at 2.75% 
were down 6bps YoY and 14bps QoQ. PPOP margins were maintained at 2.9% with operating leverage coming on opex (down 25% YoY) given lower fair value 
adjustment for stock options. 

Supportive Government measures: To alleviate pressure and increase the funds availability, especially to the HFC sector, the government has announced a 
slew of supportive measures. This was in the backdrop of increased pressure points seen for NBFCs, triggered by the default by an infrastructure financier con-
glomerate, the fallout of which pushed up financing costs for a range of borrowers including developers and NBFCs. HDFC had Tier 1 of 17.3% and total NPAs% 
at ~1.3%, indicating its strong business case and enjoys AAA rating by both CRISIL and ICRA (rating agencies). Therefore, we believe HDFC, while already placed 
well, will see better opportunities, which provide support (and probable upside potential) to its margins, given the above positive facilitative measures by the 
government. 

Financial Performance at a glance 

Outlook & Valuation   

Considering the liquidity crunch and headwinds in the real estate, Housing Finance Companies 
(HFCs) are likely to face dual balance sheet challenges in the form of moderation in growth and 
deterioration in asset quality, especially on developers financing. HDFC Limited with strong funda-
mentals and consistent & sustainable business model is expected to outperform its peers. Despite 
several challenges, the lowest cost mortgage provider HDFC Limited is perfectly poised to make 
the most from the improving underlying housing cycle. Considering all these we are assigning a P/
B of 4.5(X) to FY21E BVPS of INR532.29 to arrive at a Target Price of INR2395. 

Particulars (INR Cr) FY17A FY18A FY19A FY20 E FY21E 

NII 10598.34 10871.48 12698.83 13235.7 15230.9 

Growth(%)   2.58% 16.81% 4.23% 15.07% 

Provisions 700 2115 935 1066.8 854.2 

Growth(%)   202.14% -55.79% 14.10% -19.93% 

Net Profit  7442.7 10959.34 9632.46 11214.1 12150.3 

EPS 47 67.31 56.53 64.91 69.96 

BVPS 249.55 389.44 449.37 489.03 532.29 

P/E (x) 45.02  31.44  37.43  32.60  30.25  

ROE 20.18 20.89 13.61 13.75 14.24 

ROA 2.38% 2.98% 2.25% 2.30% 2.15% 

NIM(%) 2.90% 2.71% 2.90% 2.96% 2.93% 

P/B (x)           8.5    5.4  4.7  4.3  4.0  

Source: Company Data, SMIFS Research, Ace Equity, Bloomberg  
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ICICI Bank Ltd 
                                 Sector: Banking 

BSE Code 532174 

NSE Code ICICIBANK 

Reuters Ticker ICBK.BO 

Bloomberg Ticker  ICICIBC IN 

Market cap (INR Cr.) 291,488.7 

Outstanding Shares (Cr.) 646.03 

Face Value (INR)  2.00 

Dividend Yield(%) 0.22 

TTM P/E (x) 68.51 

Industry P/E (x) 21.90 

Beta vs. Sensex    1.48 

52 Week High/ Low (INR) 458.7/311.9 

Avg. Daily Vol. (NSE)/1 yr. 19,188,160 

Stock Scan 

CMP (INR)  451.2 

Target (INR)                     567.0 

Upside(%)                        25.7 

Recommendation          Strong Buy 

Brief Overview 

Shareholding Pattern (%) 

 Sep-2019 June-2019 Mar-2019 

Promoters 0.00 0.00 0.00 

Institutions 88.51 88.57 88.46 

Non-

institutions 11.49 11.43 11.54 

Company Overview 

Investment Rationale 

Promoted by the erstwhile ICICI Ltd, ICICI Bank was incorporated in 1994. Currently, the bank is 
India's one of the largest private sector bank, with a strong asset base. ICICIBC through its subsidi-
aries has an established presence in life and general insurance, asset management, and equity 
broking segments. The bank has an established presence in the country with more than 4,882 
branches and 15,101 ATMs. 

Improved Asset Quality: Total slippages stood at INR2779 crore of which retail slippages came in at INR1511 crore while corporate and SME slippages came 
only at INR1268 crore primarily came from BB & below pool. Absolute GNPA declined 1% QoQ to INR45763 crore at 6.49% (21bps QoQ decline) while NNPA 
declined 13% QoQ to INR11857 crore at 1.77% (from 2.06% QoQ). PCR improved 342bps QoQ to 74.1%. BB & below book declined 12% QoQ to INR15400 crore 
(~2.6% of the loans) vs INR24600 crore (4.8% of the loans) in Q1FY19. SR portfolio stands at INR3280 crore. 

Strong growth led by retail: Overall loan growth stood strong at ~15% YoY to INR592,415 crore led by continued traction in retail loans. Domestic loans grew 
~18% YoY, while international loans were down 7.5% YoY. Proportion of international loan in overall loans stood at 10.1% (vs 10.7% as on FY19). Retail loans 
grew by ~22% YoY primarily led by 19% YoY growth in home loans, 54% YoY in personal loans and 46% YoY in business banking. Credit cards book also grew 
healthy at ~33% YoY. Also, retail loans include buyouts of ~Rs 8430 cr during the quarter. Domestic corporate loans grew ~7% YoY while excluding NPLs and 
restructured book, loans grew 13% YoY.  

Less exposure to the stressed sectors:   In order to strengthen its balance-sheet the bank has decided to opt for incremental lending to higher rated corporate, 
reduction in exposure to the stressed sectors and bigger retail loan book. The share of retail loans in overall loans increased to 61.4% (Q1FY20) from 38% in 
FY12. 

Financial Performance at a glance 

Outlook & Valuation   

With more and more structural changes operating performance of the bank is likely to 
improve further and the bank is expected to see earnings normalization. The bank is 
adequately capitalized for growth and provisioning and the gradual improvement in 
recovery of bad loans would reduce the credit costs which is expected to improve the 
return ratios going forward. Taking into account all the positive developments of the 
Co. we are assigning a P/B of 2.8(x) to FY21E BVPS of INR202.46 to arrive at a Target 
Price of INR567.  

Particulars (INR Cr) FY17A FY18A FY19A FY20 E FY21E 

NII 21737.32 23025.84 27014.79 31945.2 37487.9 

Growth(%) 2.36% 5.60% 14.77% 15.43% 14.79% 

Provisions 15208.13 17306.98 19661.14 9342.9 8461.9 

Growth(%) 46.95% 12.13% 11.97% -110.44% -10.41% 

Net Profit  9801.09 6777.42 3363.3 12828.5 18165.5 

EPS 15.3 10.54 5.22 20.29   28.24  

BVPS 151.25 158.91 163.38 179.27 202.46 

Net NPA (%) 4.89% 5.43% 2.29% 1.50% 1.30% 

P/E (x)     29.5              42.9  86.5  22.3   16.0  

ROE 10.66 6.81 3.24 11.4 14.37 

ROA 1.31 0.82 0.36 1.25 1.5 

NIM(%) 3.1 2.88 3.09 3.427 3.5 

P/B (x)     2.99    2.84   2.77     2.52   2.23  

Source: Company Data, SMIFS Research, Ace Equity, Bloomberg  
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Oracle Financial Services Software Ltd. 

                                 Sector: IT 

BSE Code 532466 

NSE Code OFSS 

Reuters Ticker ORCL.BO 

Bloomberg Ticker  OFSS IN 

Market cap (INR Cr.) 26658 

Outstanding Shares (Cr.) 8.58 

Face Value (INR)  5.00 

Dividend Yield(%) 0.00 

TTM P/E (x) 19.60 

Industry P/E (x) 18.42 

Debt/Equity 0.00 

Beta vs. Sensex    0.57 

52 Week High/ Low (INR) 3939/2654 

Avg. Daily Vol. (NSE)/1 yr. 32669 

Stock Scan 

CMP (INR)  3106.95 

Target (INR)                     3618 

Upside(%)                        16.4 

Recommendation          Strong Buy 

Brief Overview 

Shareholding Pattern (%) 

 Sep-2019 Jun-2019 Mar-2019 

Promoters 73.45 73.48 73.50 

Institutions 19.67 19.36 19.27 

Non-

institutions 
6.88 7.17 7.23 

Company Overview 

Investment Rationale 

Oracle Financial Services Software is a subsidiary of Oracle Corporation. It is an IT solution provider 
to the banking industry. It claims to have more than 900 customers in over 145 countries. Oracle 
Financial Services Software Limited is ranked No. 9 in IT companies of India and overall ranked No. 
253 in Fortune India 500 list in 2011. Oracle Financial Software Limited was a part of Citicorp's 
(now Citigroup) wholly owned subsidiary called Citicorp Overseas Software Ltd (COSL).  

The increased need for greater customer satisfaction: The number of customers seeking help with financial decisions and investments is increasing. 
Moreover, several enterprises are increasing their geographic reach by expanding into new regions to expand their customer base. With the increase in 
customer base, enterprises need to opt for third-party banking software to manage their customers efficiently and provide better customer service. 
This software also helps enterprises manage custom-er data systematically and securely and build customer trust leading to banking software growing 
at a CAGR of 9%-10% during the period FY19-FY23.  

Cash-less Economy & Fear of Fraud to trigger Topline: The Indian governments’ push for cash less economy is expected to bode well for the company. 
Payment gate-way providers who embrace emerging payment innovations to offer differentiated, value-adding digital experiences can penetrate the 
market and strengthen their position in the market. Oracle provides one of the best payment solutions and industry standard messaging technology to 
banks to compete in the digital payment space. Moreover fear of fraud sentiment is also expected to boost the topline for the company.  

Bagged 11 Deals in Q1FY20: Oracle has announced the OBP deal in the quarter alongside 10 other deal wins. The OBP deal was announced in the Aus-
tralian market wherein it already has three other clients on OBP (NAB, SunCorp and Westpac). The other deals include– Flexube Universal Banking 6 
deals (many of them were multi-product deal), Analytics - 2 deals and Digital Experience - 2 deals. The Company in FY19 announced 57 new deals as 
against 35 in FY18.  

Financial Performance at a glance  

Outlook & Valuation   

The increased need for greater customer satisfaction has increased the demand for third-party 
banking software, which will drive the growth of global third-party banking software market at a 
CAGR of around 9%-10% during the period FY19-FY23. Coupled with the push for cash-less eonomy 
Oracle Financial Services Software being one of the major players in India and having presence 
world -wide augers well for the company. We value the company assigning PE (x) 20 to FY21E, EPS 
and arrive at a Target Price of INR3618.  

Particulars (in INR Crore) FY17A FY18A FY19A FY20E FY21E 

Net Sales 4,427 4,527 4,959 5,172 5,545 

Growth (%) 6.67% 2.23% 8.70% 4.30% 7.20% 

EBITDA (ex OI) 1,734 1,811 2,145 2,327 2,495 

EBITDA Margin 39.17% 40.00% 43.25% 45.00% 45.00% 

Net Profit 1,186 1,237 1,386 1,448 1,552 

Net Profit Margin 26.79% 27.32% 27.95% 28.00% 28.00% 

EPS 139.56 144.94 161.62 168.79 180.94 

BVPS 362.43 529.29 556.46 563.63 575.78 

P/E (x)              22.3               21.5               19.2               18.4               17.2  

P/BV (x)                8.6                 5.9                 5.6                 5.5                 5.4  

EV/EBITDA (x) 15.53 15.39 11.3 10.01 9.11 

ROE (%) 31.13% 32.57% 29.84% 32.10% 34.77% 

ROCE (%) 28.50% 30.00% 28.00% 30.30% 34.40% 

Source: Company Data, SMIFS Research, Ace Equity, Bloomberg  
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M&M Financial Services Ltd. 
                                 Sector: NBFC 

BSE Code 532720 

NSE Code M&MFIN 

Reuters Ticker MMFS.BO 

Bloomberg Ticker  MMFS IN 

Market cap (INR Cr.) 21076 

Outstanding Shares (Cr.) 61.78 

Face Value (INR)  2.00 

Dividend Yield(%) 1.90 

TTM P/E (x) 11.54 

Industry P/E (x) 21.30 

Debt/Equity 4.89 

Beta vs. Sensex    1.62 

52 Week High/ Low (INR) 484/285 

Avg. Daily Vol. (NSE)/1 yr. 1987118 

Stock Scan 

CMP (INR)  341.15 

Target (INR)                     410.00 

Upside(%)                        20.2 

Recommendation          Strong Buy 

Brief Overview 

Shareholding Pattern (%) 

 Sep-2019 Jun-2019 Mar-2019 

Promoters 51.19 51.19 51.19 

Institutions 40.40 40.43 40.41 

Non-

institutions 
7.95 7.93 7.94 

Company Overview 

Investment Rationale 

The financing arm of Mahindra Group is primarily engaged in the financing of auto and utility vehi-
cles, tractors, cars, commercial vehicles and construction equipment and pre-owned vehicles. 
Apart from vehicle financing, the company is also into granting Personal Loans and SME Financing. 
The Co. provides housing finance to individuals through it’s subsidiary Mahindra Housing Finance 
Ltd, and Insurance broking services to Corporates & Individuals through its subsidiary Mahindra 
Insurance Broking Ltd.  

Adequate Monsoon: According to the rainfall data available with Skymet from 1 June - 8 September, India has so far received 782 mm of rainfall against the normal of 764.5 
mm. This is expected to bring back buoyancy in the rural demand. Expectations for a good Rabi crop have grown stronger, owing to a plentiful southwest monsoon this year 
(25-year high), leading to higher agri. output. MMFS’ rural focus is expected to boost the topline for the company. 

Government Spending: Moreover the revival of government spending in rural India from July’19 along with settlement of major dues to the private sector followed by re-
newed push for increasing PM Kisan transfers are expected to provide much needed boost to the rural economy. Strong rural economy is likely to augur well for improving 
the sagging tractor demand as well as two-wheeler demand. M&M being the largest player in the tractor segment with closer to 45% market share MMFS is poised to bene-
fit from the rising tractor demand. 

Corporate Tax rate cut: For the last few quarters, the company’s effective tax rate has been around 35%. Hence the new effective tax rate implemented by Ministry of Fi-
nance of around 25% is expected to boost the bottom-line of the company. 

Source of Funds is not a concern:  The mix of funding is perfectly balanced between short & long term sources. NCD’s form about 43% of the total borrowing followed by 
Bank Loans which make up around 30%. MMFS’ ability to secure adequate funding persists; superior parentage ensures continuity of this trend. They haven’t faced challeng-
es in raising funds from PSU banks but the cost of borrowing has remained sticky. During Q1FY20, borrowings increased by 28% YoY. The company has funding from various 
sources which make it immune from any adversities. 

Tie Up with OEM’s: Company has tie up with strong OEM’s like Maruti, Hyundai, Renault & Nissan. It is the first choice for Mahindra & Mahindra vehicles. In addition of its 
own branches, the company has set up over 200 branches at dealerships of OEM’s to work closely with dealers & customers. 45% of the total AUM is from M&M assets. 
Recently they have tied up with NG and KIA. 

Financial Performance at a glance  

Outlook & Valuation   

Going forward, we believe the company to register strong growth as the Indian rural market is likely 
to emerge as an important growth engine. Government's push on rural spending by increasing 
Minimum Support Price, normal monsoon will be beneficial for Mahindra Finance as the Company 
has foremost presence in rural and semi urban areas. The NBFC space is fast catching up with the 
Banks in terms of credit growth & catering to the remote locations where banks don't have much 
presence.  The diversified funding profile of the company with perfect blend of long and short term 
sources of finance, implementation of a robust system for reducing the non-performing assets and 
tie ups with strong OEM's like Maruti, Hyundai, Nissan & being the preferred choice for M&M 
vehicles, we value MMFS on a SOTP basis and arrive at a Target Price of INR410. 

Particulars (in INR Crore) FY17A FY18A FY19A FY20E FY21E 

Net Interest Income (NII) 3316 4147 4778 5500 6480 

Growth (%) 3% 20% 13% 13% 15% 

Total Income 6238 7206 8809 10120 11780 

Growth (%) 6% 16% 22% 15% 16% 

Provision & Writeoffs 1309 1227 635 750 1100 

PAT 400 892 1,558 1,784 2,063 

Growth (%) -40% -123% 75% 15% 16% 

EPS 7.09 15.35 25.33 28.89 33.39 

BVPS 113.88 150.61 176.59 196.74 225.19 

P/E (x) 48.12 22.22 13.47 11.81 10.22 

P/BV (x) 3 2.27 1.93 1.73 1.51 

ROE (%) 6.20% 9.60% 14.30% 14.70% 14.80% 

Source: Company Data, SMIFS Research, Ace Equity, Bloomberg  
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Tata Global Beverages Ltd. 
                                 Sector: FMCG 

BSE Code 500800 

NSE Code TATAGLOBAL 

Reuters Ticker TAGL.BO 

Bloomberg Ticker  TGBL IN 

Market cap (INR Cr.) 17769 

Outstanding Shares (Cr.) 63.11 

Face Value (INR)  1.00 

Dividend Yield(%) 0.99 

TTM P/E (x) 42.58 

Industry P/E (x) 36.33 

Debt/Equity 0.16 

Beta vs. Sensex    0.73 

52 Week High/ Low (INR) 288/177 

Avg. Daily Vol. (NSE)/1 yr. 2634720 

Stock Scan 

CMP (INR)  281.75 

Target (INR)                     340 

Upside(%)                        20.6 

Recommendation          Strong Buy 

Brief Overview 

Shareholding Pattern (%) 

 Sep-2019 Jun-2019 Mar-2019 

Promoters 34.45 34.45 34.45 

Institutions 40.64 39.74 39.04 

Non-

institutions 
24.91 25.81 26.51 

Company Overview 

Investment Rationale 

TGBL is an Indian multinational non-alcoholic beverages company headquartered in Kolkata and a subsidiary 

of the Tata Group. It is the world's second-largest manufacturer and distributor of tea and a major producer 

of coffee. Tata Global Beverages focusses on branded natural beverages — tea, coffee and water. With a 

long history and experience in the beverages market, and a heritage of innovation and development, the 

Company has evolved from a predominantly domestic Indian tea farming entity to a marketing and brand 

focused global organisation. Over 60% of consolidated revenue originates from markets outside India and 

more than 90% of the turnover is from branded products. The business has diversified and expanded signifi-

cantly over the last decade.  

Merger of TGBL and Tata Chemicals consumer business:  The new merged entity will be known as Tata Consumer Products Ltd (TCPL). and is expected to have access 
to 200 million households and about 5 million retail points, making it one of the largest consumer footprints in the country.  Synergies are expected to arise from the 
merger, both in terms of revenue and cost optimization, as distribution and media buying would be more efficient. The merger is expected to have high growth in both 
topline and profitability which will help beat the estimates by a huge margin. We expect the margins to improve by 100-130 bps. Synergy worth INR100-150 crore is 
expected to add to the TCPL.  Asset light arrangement of Tata Salt will directly increase the profitability. The co. plans to come out as a multi-category FMCG player by 
venturing into higher margin home, personal care and nutria-supplements . Overall, we expect a huge improvement in profitability and ROE by FY21. 

Strong Domestic Business: TGBL’s domestic business witnessed volume growth of 12% aided by strong growth in Tata Tea Gold, Agni, Spice mix, Chakra Gold and Gemi-
ni brands. Growth was seen in both regional and national brands. TGBL had taken price hikes in India tea business in Q4FY19, benefits of which have started coming in 
from Q1FY20. TGBL has acquired the branded tea business of Dhunseri Tea & Industries Ltd for about INR101 crore. It operates in the branded tea business under the 
Lalghoda and Kalaghoda brands which contribute 5% of the total branded tea market and are market leaders in Rajasthan. Moreover the company will be coming out 
with new launches in both economy and premium segments to increase its market share further. 

Water business Nourishco and Starbucks to breakeven by FY20: For Nourishco, the full year growth was at 10% y-o-y led by volume. It will breakeven soon and contrib-
ute to the bottom-line. Starbucks has opened 30 stores in FY19 with a topline growth of 30%. The management expects Starbucks to breakeven at EBITDA level in the 
next 1-2 quarters . 

Financial Performance at a glance  

Outlook & Valuation   

Strong domestic business and Synergies from the merger, both in terms of revenue and cost optimization 

will be EPS accretive. We expect breakeven in Nourishco and Starbucks to further boost profitability. With 

Urbanization –49% by 2030 from 34% in 2017 and 1-3% annual shift to premium products across categories 

and a 11% retail sales through e-comm provides a strong outlook for the company. The Salt continues to 

remain in leadership position. Market share in excess of 25% of the overall salt consumption and salt alone 

crossed the million tons during the year and it is going to track continued growth. Moreover the asset light 

arrangement of Tata Salt will further boost the profitability of the combined entity TCPL.  

The current restructuring of TGBL will enable the Co.to scale up its products in the food business and boost 

profitability. The renewed focus of the management in the FMCG segment will help the Co. to gain market 

share and result in re-rating of the company due to improvement in return ratios. We value the company 

based on Market Cap to Sales, assigning a multiple 2.4(x) on FY21E and arrive at a Target price of INR340.  

Particulars (in INR Crore) FY17A FY18A FY19A FY20E FY21E 

Net Sales 6,779 6,815 7,252 8,272 8,946 

Growth (%) 2.11% 0.53% 6.01% 12.34% 7.54% 

EBITDA (ex OI) 791 839 786 958 1,085 

EBITDA Margin 11.67% 12.31% 10.84% 11.58% 12.13% 

Net Profit 464 567 474 566 654 

Net Profit Margin 6.84% 8.32% 6.53% 6.84% 7.31% 

EPS 6.17 7.85 6.47 8.32 9.54 

BVPS 98.93 111.07 115.83 122.47 127.33 

P/E (x) 45.66 35.89 43.55 33.86 29.53 

P/BV (x) 2.85 2.54 2.43 2.30 2.21 

EV/EBITDA (x) 11.1 17.3 13.7 17.3 15.2 

ROE (%) 7.44% 8.56% 6.62% 7.20% 7.70% 

Source: Company Data, SMIFS Research, Ace Equity, Bloomberg  
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Supreme Industries Ltd. 
                                 Sector: Plastic Products 

BSE Code 509930 

NSE Code SUPREMEIND 

Reuters Ticker SUPI.BO 

Bloomberg Ticker  SI IN 

Market cap (INR Cr.) 15491 

Outstanding Shares (Cr.) 12.70 

Face Value (INR)  2.00 

Dividend Yield(%) 1.07 

TTM P/E (x) 38.76 

Industry P/E (x) 28.72 

Debt/Equity 0.08 

Beta vs. Sensex    0.58 

52 Week High/ Low (INR) 1255/938 

Avg. Daily Vol. (NSE)/1 yr. 69030 

Stock Scan 

CMP (INR)  1219.80 

Target (INR)                     1444 

Upside(%)                        18.4 

Recommendation          Buy 

Brief Overview 

Shareholding Pattern (%) 

 Sep-2019 Jun-2019 Mar-2019 

Promoters 49.70 49.70 49.70 

Institutions 31.4.3 31.20 30.19 

Non-

institutions 
18.87 19.10 20.11 

Company Overview 

Investment Rationale 

Supreme Industries Ltd is engaged in the manufacturing of products like Cross-Laminated Films, 
HMHD Films, Multilayer Films, SWR Piping Systems, PP Mats, moulded furniture, and many more. 
The company owns the largest plastics processors in India. The product range of the company 
includes Moulded Furniture, Material Handling Products, XF Films and Hi-Performance Packaging 
Films- This product is extensively used by food industry for packaging products. The company also 
manufactures industrial moulded products, protective packaging and plastic piping systems. The 
company also engaged in the business of Construction, and Plastics Products. 

Water for All: In the last budget Government has earmarked around INR28000 crore to provide clean and piped drinking water to every household by 2024 

under the ‘Nal se Jal’ scheme. According to the industry experts, this scheme is likely to attract investment worth INR6.3 lakh crore for the water and sanitation 

sector. The investments will be made in the various verticals such as pipes, EPC, water treatment pumps, valves etc. So demand of PVC & CPVC pipes is likely to 

grow significantly. Supreme, being one of the key players in this segment, is likely to benefit from this going forward. 

Robust volume growth:  In Q1FY20 Pipe volumes grew 22% YoY led by strong Agri demand. Agri Pipe segment contributed 35% of the total volume, supported 

by strong demand from Madhya Pradesh, Maharashtra, Rajasthan. Considering the good monsoon, the demand from the rural market likely to remain resilient 

going forward. The housing demand was primarily led by low income households while the urban markets saw double-digit CPVC demand growth. 

Stable RM Price: Q2FY20 average crude oil prices are lower compared to Q1FY20 and crude prices are likely to remain at the current level in the near term. 

This is expected to improve the operating profitability as the Co. majorly uses crude derivatives such as PVC & Polymer.  

Financial Performance at a glance 

Outlook & Valuation   

Despite being a strong player in the PVC industry and major beneficiary of the ‘Nal se Jal’ scheme, 
short- term headwinds such as unfavourable product mix (higher contribution from low margin 
Agri segment) and rising competition may restrict major improvement at EBITDA margin level in 
near term. However, with strong balance sheet with low debt-equity ratio, high return ratios and 
well established brand name Co. is expected to manage the short term concerns in the industrial 
segment successfully. Here, we are assigning a P/E of 32(x) to FY21E EPS of INR45.12 to arrive a 
Target Price of INR1443.84. 

Particulars (in INR Crore) FY17A FY18A FY19A FY20E FY21E 

Net Sales 4,462 4,970 5,612 6,189 6,979 

Growth (%) 33.66% 10.22% 11.44% 9.33% 11.31% 

EBITDA (ex OI) 762 787 785 864 1,006 

EBITDA Margin 17.07% 15.84% 13.98% 13.95% 14.41% 

Net Profit 377 397 434 471 564 

Net Profit Margin 8.44% 7.99% 7.74% 7.61% 8.08% 

EPS 33.88 33.98 35.31 37.71 45.12 

BVPS 133.47 149.15 169.54 187.93 211.55 

P/E (x) 35.9 35.8 34.5 32.3 27.0 

P/BV (x) 9.1 8.2 7.2 6.5 5.8 

EV/EBITDA (x) 18.23 19.25 17.85 18.15 15.59 

ROE (%) 25.0% 22.1% 21.5% 20.9% 21.9% 

ROCE (%) 30.0% 27.9% 25.0% 27.2% 28.4% 

Source: Company Data, SMIFS Research, Ace Equity, Bloomberg  
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Escorts Ltd. 
                                 Sector: Automobile & Ancillaries 

BSE Code 500495 

NSE Code ESCORTS 

Reuters Ticker ESCO.BO 

Bloomberg Ticker  ESC IN 

Market cap (INR Cr.) 7902.7 

Outstanding Shares (Cr.) 12.26 

Face Value (INR)  10.00 

Dividend Yield(%) 0.39 

TTM P/E (x) 16.5 

Industry P/E (x) 13.99 

Debt/Equity 0.11 

Beta vs. Sensex    1.86 

52 Week High/ Low (INR) 833.5/423.3 

Avg. Daily Vol. (NSE)/1 yr. 2,371,970 

Stock Scan 

CMP (INR)  644.6 

Target (INR)                     766.0 

Upside(%)                        18.8 

Recommendation          Buy 

Brief Overview 

Shareholding Pattern (%) 

 Sep-2019 Jun-2019 Mar-2019 

Promoters 40.25 40.25 40.08 

Institutions 26.58 25.92 27.91 

Non-

institutions 
33.17 33.83 32.01 

Company Overview 

Investment Rationale 

The company, one of the leading tractor manufacturers, offers a comprehensive range of tractors, 
more than 45 variants from 25–80HP. Escorts, Farmtrac and Powertrac are widely accepted and 
preferred tractor brands from the house of Escorts. Escorts is also the leading material handling 
and construction equipment manufacturer, having a diverse range of equipment such as cranes, 
loaders, vibratory rollers and forklifts. The company is currently the world's largest pick 'n' carry 
hydraulic mobile crane manufacturer. The Co. has been a major player in the railway equipment 
business for nearly five decades. The company’s product offering comprises brakes, couplers, 
shock absorbers, rail fastening systems, composite brake blocks and vulcanized rubber parts. 

Good Monsoon: The distress in the rural economy may ease in the coming months as expectations for a good Rabi crop has grown stronger, owing to a plenti-
ful southwest monsoon this year, which officially ended at a 25-year high. Both Tractor manufacturers and dealers are sanguine that robust yield in key agrari-
an regions will compensate for the crop damage happened in Bihar and Odisha due to floods. Moreover, the revival in government spending in rural India from 
July’19 as well as settlement of major dues to the private sector and the renewed push for increasing PM Kisan transfers are expected to provide much needed 
reflation in the rural economy. Strong rural economy is likely to augur well for improving the sagging tractor demand and being one of the largest player in the 
tractor segment Escorts is likely to benefit going forward. 

Strong Order inflow in Railway Division:  Railway division sales in the quarter ended June 2019 correspondingly went up by 34.1 % at INR118.1 crore as against 
INR88.1 crore in quarter ended June 2018 and sequentially up by 14.1% against INR103.5 crore in quarter ended March 2019. With higher spare sales and 
better product mix EBIT margin improved by 491 bps YoY to 20% in Q1FY20. Current order book as of 30th June 2019 is around INR400 crore that will be execut-
ed in the next 13-15 months which gives strong earnings visibility going forward. 

Rise in MSP: Recently, the government increased the minimum support price (MSP) for wheat by INR85 to INR1925 a quintal and for pulses by up to INR325 
per quintal. The CCEA has approved the MSPs of all rabi (winter-sown) crops for the 2019-20 crop year (July-June) as recommended by the government's farm 
price advisory body CACP. The decision to increase the MSP is expected to boost the disposable rural income and a stronger rural economy is likely augur well 
for tractor demand going forward. 

Financial Performance at a glance  

Outlook & Valuation   

Despite the stubborn persistence of slowdown, the domestic tractor sector has managed to enter 
positive territory in Sep’`19 after being southbound for eight straight months in 2019. Increase in 
crop prices, strong monsoon and early kick-off of festive season were instrumental in driving the 
positive trend.  Considering full water reservoirs pan India that are enough to manage two-three 
crop cycles gives a strong visibility for tractor demand. With strong business model, wide product 
range and huge untapped market Escorts is perfectly poised to utilize the opportunity from rising 
tractor demand. Here, we are assigning a P/E of 14(x) to FY21E EPS of INR51.08 to arrive a Target 
Price of INR766. 

Particulars (in INR Crore) FY17A FY18A FY19A FY20E FY21E 

Net Sales 4,168 5,016 6,196 6,148 6,443 

Growth (%) 17.49% 16.91% 19.05% -0.79% 4.58% 

EBITDA (ex OI) 324 557 733 679 729 

EBITDA Margin 7.77% 11.11% 11.83% 11.05% 11.31% 

Net Profit 201 345 484 450 485 

Net Profit Margin 4.83% 6.87% 7.81% 7.31% 7.52% 

EPS 10.71 28.21 39.07 47.20 51.08 

BVPS 132.2 180.7 217.8 259.0 304.1 

P/E (x)             60.3              22.9               16.5               13.7               12.6  

P/BV (x)                4.9                3.6                 3.0                 2.5                 2.1  

EV/EBITDA (x) 18.94 15.84 12.03 11.23 10.47 

ROE (%) 8.38% 15.19% 17.42% 14.38% 13.92% 

ROCE (%) 13.7% 21.0% 21.6% 19.5% 19.7% 

Source: Company Data, SMIFS Research, Ace Equity, Bloomberg  
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Godfrey Phillips India Ltd.  
                                 Sector: Tobacco 

BSE Code 500163 

NSE Code GODFRYPHLP 

Reuters Ticker GDFR.BO 

Bloomberg Ticker  GP IN 

Market cap (INR Cr.) 5636.8 

Outstanding Shares (Cr.) 5.20 

Face Value (INR)  2.00 

Dividend Yield(%) 0.92 

TTM P/E (x) 21.67 

Industry P/E (x) 30.42 

Debt/Equity 0.02 

Beta vs. Sensex    0.92 

52 Week High/ Low (INR) 1209.0/675.3 

Avg. Daily Vol. (NSE)/1 yr. 216,240 

Stock Scan 

CMP (INR)  1084.0 

Target (INR)                     1409 

Upside(%)                        30 

Recommendation          Strong Buy 

Brief Overview 

Shareholding Pattern (%) 

 Sep-2019 Jun-2019 Mar-2019 

Promoters 72.19 72.19 72.19 

Institutions 13.71 13.92 14.36 

Non-

institutions 
14.10 13.89 13.45 

Company Overview 

Investment Rationale 

Godfrey Phillips India Limited (GPIL) is a manufacturer and seller of cigarettes and chewing products 
mainly in India. It is a flagship company of the Modi Enterprises with a promoters stake of 72.19%. GPIL’s 
key operating segments are Cigarette & Other Tobacco and Retail Division. It operates the retail division 
convenience stores under the brand name Twenty Four Seven (TFS). The key cigarette brands include Four 
Square, Red & White, Cavanders, Stellar, Tipper & North Pole, and Marlboro; pan masala under the Pan 
Vilas brand. The company exports cut tobacco and cigarette brands like Force 10, Jaisalmer, Originals, 
Black Jack, B&B, Stellar, and Sahara, to various countries. 

 Cigarette business growing faster than market due to market share gains in South, retail biz turnaround and higher dividend payouts. 

 The company’s strong presence in the Regular Size Filter Tip (RSFT or 64mm) and Deluxe Size Filter Tip (DSFT or 69mm) cigarette market and its strategic pricing 
and positioning relative to competition is expected to drive the volumes going forward. 

 GPIL’s gross revenue from cigarettes and tobacco products have the potential to grow at a CAGR of 15% over FY19-21E.  

 GPIL’s PAT is expected to grow at a CAGR of 21% over FY19-21E with margins ranging between 12-13%.  The EPS is estimated to grow at a CAGR of 21% in FY19-
21E. 

 Stronger sales, EBITDA, & PAT is expected to translate into higher ROE and ROCE growth in FY19-21E. The dividend payout will lead to further improvement of ROE 
and ROCE going forward. 

 GPIL has a debt free balance sheet with strong cash flows from operations. The company’s minimal capital expenditure has further increased the possibilities of 
free cash flow generation translating into higher dividend payout. 

 GPIL’s has strategically positioned its products by making them available at a discount to the ITC cigarettes. This has enabled it to tap the new growing market and 
consolidate its position as the second best cigarette brand by volume after ITC. 

 GPIL’s pricing and positioning power has the potential to tap the growing unorganized sector. The unorganized sector represents illegal cigarettes, bidis, khainis 
and chewing tobacco. 

 GPIL had been focusing towards diversification in the form of chewing products, exports, TFS and confectionaries to reduce dependency on the highly regulated 
cigarette industry. 

Financial Performance at a glance  

Outlook & Valuation   

We remain optimistic on the domestic market of legal cigarettes in India due to low penetration and 
indiscriminate taxation, with a hope of a reversal in the future. According to industry sources, GPIL is 
doing better (especially in the 69mm category) and gaining market share over competition due to newer 
product launches (NPL) and expansion of geography in the South. NPL and newer geographies will drive 
growth in cigarette business. There is growing focus on the premium product Pan Vilas and gradual phas-
ing out of the low margin products Raaga and Raag from its portfolio which will turnaround the biz. 
Freeze on TFS & store level restructuring has the potential to cut losses. Therefore, we expect margin 
expansion to come from higher cigarette sales and revival of chewing products and retail business. GPIL is 
slowly meeting investors, releasing investor presentation and moving towards better governance. We are 
maintaining our target price by assigning a P/E multiple of 14.4 (x) on FY21E EPS after valuing GPIL on a 
relative basis with peers like ITC Ltd and VST Industries Ltd, thereby arriving at a target price of 
INR1,409. 

 Particulars (INR Cr)   FY17   FY18    FY19    FY20 E   FY21 E  

 Net Revenue      2,281       2,326        2,497       2,891         3,240  

 Growth(%)  -5.6% 2.0% 7.4% 15.8% 12.1% 

 EBITDA          254          258           403          688            810  

 EBIDTA Margin (%)  11.1% 11.1% 16.1% 23.8% 25.0% 

 PAT         137          159           260          429            509  

 PAT Margin (%)  6.0% 6.8% 10.4% 14.8% 15.7% 

 EPS      26.28       30.54        49.97       82.54         97.84  

 BVPS    319.22     344.51      391.93     457.60       536.15  

 P/E        37.4         32.1          19.6         11.9           10.0  

 P/BV          3.1           2.8            2.5           2.1             1.8  

 EV/EBITDA (x)        20.0         19.6          12.6           7.4             6.3  

 ROE (%)  8.4% 9.2% 13.6% 19.4% 19.7% 

 ROCE (%)  8.5% 8.5% 13.6% 20.2% 20.4% 

Source: Company Data, SMIFS Research, Ace Equity, Bloomberg  
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Dixon Technologies (India) Ltd. 
                                 Sector: Consumer Durables 

BSE Code 540699 

NSE Code DIXON 

Reuters Ticker DIXO.BO 

Bloomberg Ticker  DIXON IN 

Market cap (INR Cr.) 3378.36 

Outstanding Shares (Cr.) 1.13 

Face Value (INR)  10.00 

Dividend Yield(%) 0.07 

TTM P/E (x) 45.64 

Industry P/E (x) 57.06 

Debt/Equity 0.39 

Beta vs. Sensex    0.85 

52 Week High/ Low (INR) 3230.1/1830.9 

Avg. Daily Vol. (NSE)/1 yr. 13,060 

Stock Scan 

CMP (INR)  2989.7 

Target (INR)                     3630.0 

Upside(%)                        21.4 

Recommendation          Strong Buy 

Brief Overview 

Shareholding Pattern (%) 

 Sep-2019 Jun-2019 Mar-2019 

Promoters 38.89 38.92 38.93 

Institutions 29.76 29.61 29.80 

Non-

institutions 
31.35 31.47 31.27 

Source: Company Data, SMIFS Research, Ace Equity, Bloomberg  

Company Overview 

Investment Rationale 

Dixon Technologies started manufacturing operations in the year 1994 with production of colour 
TVs. It has over the years evolved into fully integrated end-to-end product and solution provider to 
OEM’s ranging from global sourcing, manufacturing, quality testing and packaging to logistics.  It is 
diversified into 5 segments like LED TV, Smart TV, LED bulbs & Tubelights, downlighters, Semi-
Automatic Washing machines, Feature phones & Smart Phones, CCTV camera’s & DVR’s, with 
various offerings in each segment. The Co. has 10 state-of-the-art manufacturing facilities support-
ed by 3 R&D centers (2 in India and 1 in China) that focus on value addition to its products. 

Strong presence in the growing Indian LED TV market: Addition of Xiaomi (~35% market share in the Indian Smart TV space) as a client has been a game changer for 
Dixon Technologies (DT) as Xiaomi accounts for ~65% of the Co.’s TV sales by value and as a result Co.’s sales jumped 129% to INR510 crore in the last quarter. Currently 
Dixon supplies 1.5-1.6 lakh TV sets per month to Xiaomi while meeting 75% of its requirement. During the ongoing festive season Xiaomi has already sold more than 2.5 
lakh LED TVs and being the largest supplier to Xiaomi, Co. with 36 lakh per annum capacity, is likely to experience a strong growth in the topline and with backward 
integration of LCM (Liquid Crystal Monitor) and SMT (Surface Mount Technology) and higher volume operating margin is likely to improve going forward.  

Undisputed leadership in the rising Indian Lighting market:  With the annual capacity of 240 million LED bulbs Dixon Technologies is the world’s fifth largest LED bulb 
manufacturer. Due to addition of many new clients DT has become the preferred supplier for most of the Tier 1 and Tier 2 brands operating out of India and as a result 
Co. managed to post a robust growth of 71% YoY to INR320 crore and its dependence on Philips has reduced to 47% from earlier 76%. Considering increasing demand 
for LED lights, Co.’s decision to increase its batten and downlighter capacity in two phases to 1.5 million per month and 1 million per month respectively is likely to help 
the Co. to increase its market share in the industry which generates a demand of 4-5 million units per annum. 

Revival of the troubled Mobile phone business: Revenue from this segment experienced a sharp fall in the topline owing to poor performance of its major clients such 
as Karbonn, Gionee, Panasonic. To revive the sagging mobile business DT has acquired remaining 50% stake in Padget Electronics Private Limited for INR27 crore and 
signed up with the second largest feature brand in India. The Indian mobile phone market consists of ~10 million smart phones a month and ~9 million feature phones a 
month. DT’s client (second largest feature phone brand in India) has 20% market share. DT is setting up a factory in Noida with a capacity of 1.5mn-1.8mn units to meet 
100% needs of the new customer. Its commercial production is likely to start in 3QFY20.  Overall the steps taken by the Co. to revive its ailing mobile phone business 
likely to improve its contribution to the consolidated revenue and to increase the operating margin.  

Financial Performance at a glance  

Outlook & Valuation   

We expect a strong revenue growth in coming few years, led by strong scale-up in LED TV (addition 
of Xiaomi), Washing Machines (capacity expansion and addition of Samsung), Lighting (capacity 
expansion of batten and downlighters) and Mobile phones (addition of feature phone brand). With 
operating leverage, backward integration and rise in ODM, we expect the EBITDA margin to im-
prove going forward. Here, we are assigning a P/E of 35(x) to FY21E EPS of INR103.7 to arrive a 
Target Price of INR3630. 

Particulars (in INR Crore) FY18A FY19A FY20E FY21E 

Net Sales 2,853 2,984 4,294 5,048 

Growth (%)   4.39% 30.50% 14.93% 

EBITDA (ex OI) 112 135 198 234 

EBITDA Margin 3.93% 4.52% 4.62% 4.63% 

Net Profit 61 63 97 120 

Net Profit Margin 2.13% 2.12% 2.26% 2.37% 

EPS 54 55.9 83.8 103.7 

BVPS 278.12 331.63 424.55 514.24 

P/E (x) 55.6  53.5  35.7       28.8  

P/BV (x) 10.8     9.0    7.0       5.8  

EV/EBITDA (x) 31.8 19.52 18.2 15.43 

ROE (%) 23.8% 18.4% 21.3% 21.0% 

ROCE (%) 34.9% 27.4% 28.6% 30.4% 
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Praj Industries Limited 
                                 Sector: Capital Goods 

BSE Code 522205 

NSE Code PRAJIND 

Reuters Ticker PRAJ.BO 

Bloomberg Ticker  PRJ IN 

Market cap (INR Cr.) 2041.19 

Outstanding Shares (Cr.) 18.29 

Face Value (INR)  2.00 

Dividend Yield(%) 1.90 

TTM P/E (x) 27.77 

Industry P/E (x) 19.19 

Debt/Equity 0.00 

Beta vs. Sensex    1.06 

52 Week High/ Low (INR) 168.0/93.45 

Avg. Daily Vol. (NSE)/1 yr. 2,332,720 

Stock Scan 

CMP (INR)  112 

Target (INR)                     156 

Upside(%)                        40 

Recommendation          Strong Buy 

Brief Overview 

Shareholding Pattern (%) 

 Sep-2019 Jun-2019 Mar-2019 

Promoters 32.97 32.98 33.01 

Institutions 30.39 30.75 32.77 

Non-

institutions 
36.64 36.27 34.22 

Company Overview 

Investment Rationale 

Praj Industries Ltd is engaged in the business of process, designing & project engineering services. 
Under the Bio-Energy, the company delivers know how, engineering design, & equipments, project 
management etc. for setting up bio-energy plants. Engineering segment includes Waste Water 
treatment, Brewery and Critical Process Equipment systems. Hi-Purity Systems engaged in provid-
ing solution to the Pharmaceutical sector for Water Purification, Storage and Distribution System. 
Praj Industries commands around 70% market share in Bio-Energy business in India and is the only 
dominant player along with ISGEC ltd. Globally, Praj competes with other dominant player like 
Clariant, Chempolis and other Brazilian players. 

New Blending policy to spur ethanol demand:  Currently 80% of India’s oil demand is met by import. High crude prices and the depreciating rupee resulted in high im-
port bills and inflation.  To curb over dependence on crude to some extent, the government has mandated 10% ethanol blending rate by FY22. Although the ethanol 
story was also earlier present however this time the story is different as the Government has hiked the prices of ethanol by around 25% on Sept-2018 and again recently 
in Sept-2019. Moreover, the Govt. is assisting sugar mills with soft loans to set up their distillery capacity and easier environmental clearance to fast track the whole 
project. According to Industry, India’s current petroleum demand is around 3000cr litres and is expected to increase at rate of 3-4% for the next 5 years. Currently we 
have around 300cr ethanol capacity in the country and reached a blending rate of 7%.  Hence, to reach 10% blending rate on increasing petroleum consumption anoth-
er 200cr litres capacity needs to be set up. Praj Industries with a 70% market share  is best poised to capitalise on this huge opportunity. As per ISMA, for the new 
ethanol supply year 2018-19, OMCs have signed agreements to procure 2.6-billion litre ethanol. We understand that the demand for ethanol would constantly rise 
with increasing fuel consumption and implementation of stricter blending rate mandates. 

Transformation from 1G to 2G: The Govt of India is exploring opportunities to produce ethanol via 2G route. i.e from agricultural waste. Several OMC’s are currently 
setting up 2G plants to produce ethanol. It is estimated that each project of 100klpd would require INR800cr investment and out of that Praj’s scope would be INR250-
300cr. Currently six 2G projects are ongoing in the country and Praj Industries is working with four such projects and already have started receiving orders for supply of 
critical equipments. 

CBG opportunity:  In the next 5 years The Government has plans to set up 5000 CBG plants. A typical CBG plant of 100 tons per day would require INR50cr investments 
of which 100% could accrue within Praj’s scope. This becomes a huge opportunity for the company to capitalise going forward. 

Financial Performance at a glance  

Outlook & Valuation   

Considering all the points Praj is well poised to exploit the incremental opportunity in the Bio-
Energy segment and also from the transformation of 1G to upcoming 2G. Historically, the stock 
traded in the higher range of 30-40x Fwd P/E. Given the high market share in the Domestic market 
and strong financials we believe valuation rating to expand from the current lower range. We 
assign a multiple of 20x to its FY21E EPS of INR7.8 to arrive at a target price of INR156. 

Particulars (in INR Crore) FY17A FY18A FY19A FY20E FY21E 

Net Sales 915 917 1141 1257 1534 

Growth (%) -10.60% 0.20% 24.50% 10.20% 22.10% 

EBITDA (ex OI) 69 52 79 98 143 

EBITDA Margin 7.50% 5.60% 6.90% 7.80% 9.30% 

Net Profit 45 40 68 78 114 

Net Profit Margin 4.90% 4.30% 6.00% 6.20% 7.50% 

EPS 2.45 2.16 3.73 4.26 6.26 

BVPS 39.21 40.12 41.16 42.35 44.1 

P/E (x) 43.3 48.9 28.4 24.8 16.9 

P/BV (x) 2.7 2.7 2.6 2.5 2.4 

EV/EBITDA (x) 6.50% 5.50% 9.30% 10.30% 14.60% 

ROE (%) 6.50% 5.50% 9.30% 10.30% 14.60% 

Source: Company Data, SMIFS Research, Ace Equity, Bloomberg  
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prevent Stewart & Mackertich from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with 

applicable regulations and/or policies of Stewart & Mackertich Wealth, in circumstances where Stewart & Mackertich might be acting in an advisory capacity to this company, or in certain 

other circumstances. 

 

This Research Report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or 

completeness guaranteed. This Research Report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to 

buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this Research Report at the 

same time. Stewart & Mackertich will not treat recipients as customers by virtue of their receiving this Research Report.  
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Disclaimer 

Nothing in this Research Report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific 

circumstances. The securities discussed and opinions expressed in this Research Report may not be suitable for all investors, who must make their own investment decisions, based on their 

own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient 

should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. Stewart 

& Mackertich accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this Research Report. Past performance is not necessarily a guide to future 

performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from 

those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. 

 

Since associates of Stewart & Mackertich are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the 

subject company/companies mentioned in this Research Report. 

 

Stewart & Mackertich or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the Research Report 

as of the last day of the month preceding the publication of the Research Report.  

 

Stewart & Mackertich encourages independence in Research Report preparation and strives to minimize conflict in preparation of Research Report. Accordingly, neither Stewart & 

Mackertich and their Associates nor the Research Analysts and their relatives have any material conflict of interest at the time of publication of this Research Report or at the time of the 

Public Appearance, if any.  

 

Stewart & Mackertich or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for 

any other assignment in the past twelve months. 

 

Stewart & Mackertich or its associates might have received any compensation from the companies mentioned in the Research Report during the period preceding twelve months from the 

date of this Research Report for services in respect of managing or co-managing public offerings, corporate finance, investment banking, brokerage services or other advisory service in a 

merger or specific transaction from the subject company. 

 

Stewart & Mackertich or its associates might have received any compensation for products or services other than investment banking or brokerage services from the subject companies 

mentioned in the Research Report in the past twelve months. 



16 

Disclaimer 

Stewart & Mackertich or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from the subject companies mentioned in the Research Re-

port or third party in connection with preparation of the Research Report. 

 

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions. 

 

The Research Analysts might have served as an officer, director or employee of the subject company. 

 

Neither the Research Analysts nor Stewart & Mackertich have been engaged in market making activity for the companies mentioned in the Research Report. 

 

Stewart & Mackertich may have issued other Research Reports that are inconsistent with and reach different conclusion from the information presented in this Research Report.  

 

Stewart & Mackertich submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority impacting Equity Research Analysis activities.  

 

This Research Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, 

where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Stewart & Mackertich and affiliates to any registration or licensing re-

quirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this 

document may come are required to inform themselves of and to observe such restriction. 

 

For queries related to compliance of the report, please contact: -  

Sudipto Datta, Compliance Officer  

Stewart & Mackertich Wealth Management Ltd.  

Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India. 

Contact No.: +91 33 4011 5414 /91 33 6634 5414 

Email Id.: compliance@smifs.com / sudipta@smifs.com 
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