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Buy 

Telecom 
Company Background 
Bharti Airtel Limited is a global telecommunications company. In India, company has five strategic 
units such as mobile services, home services, airtel business, tower infrastructure and digital TV 
services. Its product portfolio includes 2G, 3G and 4G wireless services, mobile commerce, fixed 
line services, high-speed home broadband, DTH and enterprise services, including national and 
international long-distance services to carriers. Furthermore, the company also provides mobile ser-
vices in Sri Lanka, Bangladesh and 14 countries in Africa. 

Investment Rationale 
Diversified presence beyond boundaries 
Bharti Airtel being one of the largest telecom player enjoys diversified presence across geographies 
with non-India operations (primarily Africa) contributes 27% to the consolidated revenues in H1 
FY2020. In addition, the company generates around 29% (H1 FY2020) of consolidated revenues 
from India non-mobile operations. Therefore, both, Africa operations and India non-mobile opera-
tions would provide cushion against the weak cash flows from operations in the India mobile opera-
tions in long term 

Government measures to improve telecom industry turmoil, going ahead  
Recently, there was a news indicating  disbandment of  Committee of Secretaries (CoS) that formed 
to provide relief measures to stressed telcos in the industry regarding Adjusted Gross Revenue 
(AGR) case. Further, if there would b no relief from government regarding, the leverage ratio of the 
incumbents would increase or force telecom players for another round of large equity raise to fund 
these payouts. On the other hand, we believe, the recently announced tariff hike by the company on 
their plans may not be the sole step for the significant payouts relating to the AGR case. Going 
ahead , We expect the government would  provide some relief on the case due to stressed balance 
sheet and the potential change in market structure. 
Valuation and Outlook 
Bharti Airtel’s established market position in the telecom industry in India, its integrated telecommu-
nications operations, its diversified presence across geographies and business verticals, economies 
of scale with presence in large telecom markets  is focusing on high paying customers to handle the 
industry pressure and become the 2nd ranked telco in India. With Airtel hiking its tariff by up to 40% 
in prepaid plans and considering Jio’s plan to charge subscribers an interconnect usage 
fee .Therefore, based on SOTP methodology we give a buy rating on the stock with a target price of 
INR. 535.  

Bharti Airtel Ltd. 
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    B P    W E A L T H 

Sector Outlook Neutral 
Stock  

BSE code 532454 

NSE Symbol BHARTIARTL 

Bloomberg BHARTI IN 

Reuters BRTI.BO 

Key Data  

Nifty 12,126 

52WeekH/L(INR) 485/269 

O/s Shares (mn) 5131.9 

Market Cap (INR bn) 2,316 

Face Value (INR) 5 

Average volume  

3 months     18,003,000 

6 months     12,926,360 

1 year      10,374,680 

CMP (INR)  447 

Target Price (INR)  535 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 
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Key Financials 

YE March (INR. mn)  FY17   FY18   FY19   FY20E   FY21E  
Revenue 954,683  826,388  807,802  853,847  920,447  
Revenue Growth (Y-oY) (1.1%) (13.4%) (2.2%) 5.7% 7.8% 
EBITDA 351,979  300,368  242,035  343,246   397,633  
EBIDTA Growth (Y-o-Y) 3.9% (14.7%) (19.4%) 41.8% 15.8% 
Net Profit 37,998  10,990  4,095  (146,862) 20,250  
Net Profit Growth (Y-o-Y) (37.5%) (71.1%) (62.7%) (3686.4%) NA 
Diluted EPS 7.4  2.1  0.8  (28.6) 3.9  
Diluted EPS Growth (Y-o-Y) (37.5%) (71.1%) (62.7%) (3686.4%) NA 

Key Ratios 
EBIDTA (%) 36.9% 36.3% 30.0% 40.2% 43.2% 
NPM (%) 4.0% 1.3% 0.5% -17.2% 2.2% 

RoE (%) 5.6% 1.6% 0.6% -26.5% 3.6% 
Valuation Ratios 

P/E (x) 60.9x 210.6x 565.2x -15.8x 114.3x 
EV/EBITDA 9.5x 11.2x 14.4x 10.2x 8.8x 

P/BV (x) 3.4x 3.3x 3.2x 4.2x 4.1x 
Market Cap. / Sales (x) 2.4x 2.8x 2.9x 2.7x 2.5x 
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Buy 

BFSI 
Company Background 
IndusInd Bank Limited is a Mumbai based private bank established in 1994. The bank offers com-
mercial, transactional and electronic banking products and services. IndusInd Bank was inaugurated 
in April 1994 by then Union Finance Minister Manmohan Singh and is the first among the new-
generation private banks in India. The Bank is engaged in granting loans to various segments, such 
as industries and businesses, and retail loans; financing a range of vehicles or equipment to individu-
als, and priority sector lending. The Bank's segments include Treasury, Corporate/Wholesale Bank-
ing, Retail Banking and Other Banking Operations.  
Investment Rationale 
Exposure to stressed accounts at comfortable levels  
Recently Indusind bank’s management stated that the exposure to the recent additions of stressed 
assets (including three groups in media, diversified and housing finance sector) was at ~1.1% of total 
advances down from 1.67% of total advances earlier. The levels are comfortable but the same expo-
sure is expected to get down to 0.8% by October 2019 through repayments. Additionally, exposure to 
Indiabulls Real Estate is at 0.45% and Indiabulls Housing is at 0.27%.  
Credit book showed strong growth despite auto slowdown 
Contrasting the inherent slowdown in the underlying auto sales, its credit growth saw a moderation of 
21% YoY growth led by degrowth in corporate book due to some factors such as slowdown in auto 
and subdued microfinance growth. On quarterly basis, consumer finance book grew 3.5% while 
growth in corporate book remained flat. Therefore we expect the credit growth to grow 22% during 
FY20-21E.  
Net Interest Margin to augur well in long run 
In Q2FY20, NIMs came in at 4.1%, a growth of 5 basis points on a QoQ basis. This was mainly led 
by a steep fall of 16 basis points QoQ in the cost of deposits. Along with NIMs, the yields also grew 4 
basis points QoQ even though slippages came in high. Going ahead, NIMs are expected to expand 
from these levels led by a (i) downward trend in the cost of funds and interest rates (ii) A large fixed 
rate book and (iii) an increasing share of high yielding unsecured loans. With these factors playing to 
the benefit of the company, NIMs are expected to touch 4.4% by FY22E.  
Valuation and Outlook 
IndusInd bank being an established player in banking domain has been witnessing a steady opera-
tional performance led by healthy NII growth and other income growth. With the downside risk limited 
coupled with only 2% of loan book being exposed to stressed accounts (media, diversified and hous-
ing finance), a sense of comfort is derived. All these factors contribute towards our positive view to-
wards the ban. On valuation front, we therefore recommend a BUY rating on the bank assigning a P/
BV multiple of 3.07x of FY21 book value implying a target price of INR 1780.   

IndusInd Bank 
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    B P    W E A L T H 

Sector Outlook Neutral 

Stock  

BSE code 532187 

NSE Symbol INDUSINDBK 

Bloomberg IIB IN 

Reuters INBK.BO 

Key Data  

Nifty 12,130 

52WeekH/L(INR) 1834..4/1188.1 

O/s Shares (mn) 688.2 

Market Cap (INR bn) 1046 

Face Value (INR) 10 

Average volume  

3 months 5,343,050 

6 months 5,131,420 

1 year 4,167,070 

Target Price (INR) 1780 

CMP (INR) 1509 

Source: Company,  BP Equities Research 

Share Holding Pattern (%) 

Relative Price Chart 

Key Financials 
YE March (INR. mn)  FY17   FY18   FY19   FY20E   FY21E  
Net Interest Income 60,626  74,974  88,462  118,320  146,065  
Revenue Growth (Y-oY) 34.0% 23.7% 18.0% 33.8% 23.4% 

Pre-Provisioning Profits 54,510  66,561  80,876  105,451  131,240  
Growth (Y-o-Y) 32.0% 22.1% 21.5% 30.4% 24.5% 

Net Profit 28,679  36,060  33,005  60,103  81,123  

Net Profit Growth (Y-o-Y) 25.0% 25.7% (8.5%) 82.1% 35.0% 

EPS 48.0  60.1  54.8  86.7  117.1  

Diluted EPS Growth (Y-o-Y) 25.0% 25.3% (8.8%) 58.4% 35.0% 

Key Ratios 
NIM (%) 3.4% 3.4% 3.2% 3.5% 3.7% 
ROA (%) 1.6% 1.6% 1.2% 1.8% 2.0% 

RoE (%) 14.3% 15.5% 12.7% 16.5% 18.9% 
BV per Share (Rs.) 338.7  391.0  435.3  483.0  580.0  

Valuation Ratios 
P/E (x) 31.5x 25.1x 27.6x 17.4x 12.9x 
P/BV (x) 4.5x 3.9x 3.5x 3.1x 2.6x 
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Buy 

IT 
Company Overview 
Ramco systems Limited  was initially incorporated as a division of Ramco Industries Limited in 1989 
and was separated  into an independent entity in 1999. Being a leading cloud-based technology com-
pany with global operations. Company  is engaged in providing Enterprise Resource Planning (ERP), 
Human Capital Management (HCM) and Aviation Maintenance & Engineering (M&E) & Maintenance 
Repair & Overhaul (MRO) software to its customers across the globe. Headquartered in Chennai,it is 
a part of the reputed Ramco group of companies, a diversified conglomerate with interests in cement, 
cotton, and synthetic yarn, fibre cement roofing sheets, software solutions, clean energy and biotech-
nology among others. 

Investment Rationale 
Prominent player in Enterprise Resource Planning (ERP) segment 
Set up in 1997,RSL has an established track record  and a strong presence in ERP business. With 
focused approach on innovation and culture to differentiate itself from others, the company has devel-
oped considerable expertise in catering to the aviation and logistics sector by providing customized 
Human capital management (HCM)  and ERP solutions for various industries. On the back of in-
creasing demand from SMEs as well as large corporate entities, the overall demand for both the do-
mestic and global cloud-based ERP segment remains optimistic for long term. 

Logistics vertical  would enable to drive ERP sales in long run 
Logistics vertical has been identified as an untapped  opportunity in the wide ERP segment. This  
vertical is witnessing strong traction on the back of e-commerce. Company has also built an ERP, 
which takes care of a variety of aspects such as best route optimizer, cargo stacking, driver manage-
ment, delivery proofing, speed monitoring, vehicle diagnostics, warehouse management, uberisation 
of transport on a single unified platform. This unit has clients spread across markets such as US, 
Indonesia, Malaysia, India and Australia. Therefore , the growth logistics sector coupled high client 
base and ample of traction, the ERP segment is set to drive the revenue growth. 
Valuation & Outlook 
Through its established presence in the enterprise resource planning (ERP) business, long term as-
sociation with its clientele comprising of leading global companies across diversified vertical,the com-
pany has an ability to gain market share by implementing changes in its business models which will 
help to improve its overall profitability and maintain the cost at a normal level. Therefore, we assign a 
buy rating implying a P/E multiple of 9x with the target price of INR 223. 

Ramco Systems Ltd. 
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Sector Outlook Positive 

CMP (INR)                            170 

Target Price (INR)  223 

BSE code 532370 

NSE Symbol RAMCOSYS 

Bloomberg RMCS IN 

Reuters RMCS.BO 

Key Data  

Nifty 12,126 

52WeekH/L(INR) 289/134 

O/s Shares (mn) 30.6 

Market Cap (INR bn) 5 

Average volume  

3 months      41,620  

6 months      28,470  

1 year      35,240  

Stock  

Face Value (INR) 10 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 
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Key Financials 
YE March (INR. mn)  FY17   FY18   FY19   FY20E   FY21E  
Revenue 4,492  4,692  5,421  6,028  6,842  
Revenue Growth (Y-oY) 1.9% 4.5% 15.5% 11.2% 13.5% 

EBIDTA (322) 314  458  1,453  1,834  
EBIDTA Growth (Y-o-Y) (143.3%) (197.7%) 45.8% 217.2% 26.2% 

Net Profit 107  113  164  494  759  
Net Profit Growth (Y-o-Y) (55.8%) 5.8% 45.1% 201.8% 53.6% 

Diluted EPS 3.5  3.7  5.4  16.2  24.8  
Diluted EPS Growth (Y-o-Y) (55.8%) 5.8% 45.1% 201.8% 53.6% 

Key Ratios 
EBIDTA (%) -7.2% 6.7% 8.4% 24.1% 26.8% 
NPM (%) 2.4% 2.4% 3.0% 8.2% 11.1% 

RoE (%) 2.1% 2.1% 3.0% 8.2% 11.2% 
Valuation Ratios 

P/E (x) 48.8x 46.1x 31.8x 10.5x 6.8x 
EV/EBITDA -16.0x 16.5x 11.9x 3.7x 3.0x 

P/BV (x) 1.0x 1.0x 0.9x 0.9x 0.8x 
Market Cap. / Sales (x) 1.2x 1.1x 1.0x 0.9x 0.8x 
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Buy 

Oil & Gas  
Company Background 
Reliance Industries Ltd. is an Indian conglomerate holding company, India's largest private sector 
enterprise headquartered in Mumbai, Maharashtra, India. The company owns businesses across 
energy and materials value chain, along with a significant presence in retail and telecom sectors in-
cluding, manufacturing of basic chemicals, fertilizers and nitrogen compounds, plastic and synthetic 
rubber in primary forms. The key business segments of RIL include oil and gas exploration, petro-
leum refining, petrochemicals, retail and telecom. Jio has built the country’s largest all-IP data net-
work on 4G-LTE technology. The Jio network carries over 3 Exabytes of data and over 250bn VoLTE 
minutes per month. 
Investment Rationale 
The recent price hikes by Jio are all set to boost earnings 
Indian Telecom Sector after three years of intense tariff wars, have finally come up with a price hike 
which is most welcome move for all the stakeholders. Reliance JIO launched ‘All-in-One Plans’ with 
higher tariffs following the hikes by Vodafone and Airtel. Beginning 6th Dec 19, the popular monthly 
plans witnessed a price hike of ~25-30% while the  minimum recharge price plans were hiked by 
32%.The hike in ARPUs should result in ~INR135b/INR122b incremental revenue/EBITDA. It is ex-
pected that further hikes are going to come in since Indian telecom bundled plans are still one of the 
cheapest in the World. 
Reliance retail firing on all cylinders 
Reliance Retail became the first retailer in India to cross the Rs 1,00,000 crore turnover milestone 
and is now ranked 94th in Deloitte’s Global Powers of Retailing 2019 list. t also crossed the 10,000 
store count milestone and has cemented its position as India’s largest retailer by revenue and profit-
ability. Reliance Retail’s revenue growth in FY 2018-19 was primarily driven by aggressive store addi-
tion and spurt in same-store sales. Growing at a rate of nearly 10 stores per day in the last two years, 
Reliance Retail witnessed one of the fastest store expansions in the world. It added a total of 2,829 
stores to its tally during FY 2018-19. As on March 31, 2019, Reliance Retail operated 10,415 retail 
stores in over 6,600+ towns and cities, covering 22 million sq. ft. of area. Going ahead, this vertical is 
expected to contribute more to the company’s topline and margins.  
Valuation and Outlook 
With the price hike in Jio, ARPU for FY21-22E is expected to be much higher at Rs 172-180 
(Q2FY20 ARPU was INR120).Reliance Industries has made efforts to move away from its traditional 
revenue earners (Oil and Petchem) to new age businesses (Jio, Digital and Retail) and therefore we 
ascribe a multiple of 9.0x EV/E FY22E and 13.9x P/E FY22E to factor in recent proposed reorganiza-
tion of its digital platform which involves transfer of INR1.08trn debt/liabilities to RIL. We therefore 
have a Buy on RIL with a target price of INR 1814 as we incorporate higher value of JIO. 

Reliance Industries Ltd. 
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    B P    W E A L T H 

Sector Outlook Neutral 

CMP (INR)                            1,535 

Target Price (INR)  1,814 

BSE code 500325  

NSE Symbol RELIANCE  

Bloomberg RIL IN 

Reuters RELI.BO 

Key Data  

Nifty 12,126 

52WeekH/L(INR) 1,617/1,098 

O/s Shares (mn) 6,339 

Market Cap (bn) 9,730 

Average volume  

3 months 8,724,490 

6 months 9,116,440 

1 year 9,486,490 

Stock  

Face Value (INR) 10 

Relative Price Chart 

Share Holding Pattern (%) 

Source: Company,  BP Equities Research 

Key Financials 

YE March (INR. mn)  FY17   FY18   FY19   FY20   FY21  

Revenue 3,053,820  3,916,770  5,671,350  6,255,411  7,140,162  
Revenue Growth (Y-oY) 3.8% 28.3% 44.8% 10.3% 14.1% 

EBIDTA 461,940  641,760  839,180  977,124  1,294,018  
EBIDTA Growth (Y-o-Y) 9.9% 38.9% 30.8% 16.4% 32.4% 

Net Profit 299,410  360,210  397,340  491,184  698,124  
Net Profit Growth (Y-o-Y) 14.8% 20.3% 10.3% 23.6% 42.1% 

Diluted EPS 50.5  60.9  66.8  77.5  110.1  
Diluted EPS Growth (Y-o-Y) 14.4% 20.6% 9.7% 16.0% 42.1% 

Key Ratios 

EBIDTA (%) 15.1% 16.4% 14.8% 15.6% 18.1% 
NPM (%) 9.8% 9.2% 7.0% 7.9% 9.8% 

RoE (%) 11.4% 12.3% 10.3% 11.4% 14.2% 

Valuation Ratios 

P/E (x) 30.4x 25.2x 23.0x 19.8x 13.9x 

EV/EBITDA 25.0x 18.0x 14.8x 12.5x 9.0x 

P/BV (x) 3.7x 3.3x 2.5x 2.1x 1.9x 
Market Cap. / Sales (x) 3.2x 2.5x 1.7x 1.6x 1.4x 
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Buy 

Pharmaceuticals 
Company Overview  
Sun Pharma (SPIL) is the fourth largest speciality generic pharmaceutical company in the world. 
Founded in 1983, SPIL has grown to become India’s largest pharmaceutical company with global 
revenue of over $4 billion. The company manufactures and markets a large basket of pharmaceutical 
formulations covering a broad spectrum of chronic and acute therapies. The company’s global pres-
ence is supported by over 40 manufacturing facilities. India and the U.S. are the predominant mar-
kets, accounting for nearly 65% of revenue.  
Investment Rationale  
Ramp up in specialty products as well as quality approvals to enable US growth going for-
ward 
Ilumya and Cequa are together expected to contribute US$450mn in additional sales by FY21. Pa-
tient and Physician expectations on treatment goals are getting revised upwards which is leading to 
higher usage of biologics. This factor coupled with the need to switch in case of patients treated for 
psoriasis is expected to drive adoption for Ilumya. On the other hand, Cequa addresses the market 
for the treatment of dry eye disease with an addressable market size of US$1.7bn. This approved 
drug can be beneficial in a market that is currently under-penetrated because of lack of effective 
treatment options. It is apparently the first drug to have demonstrated statistically significant improve-
ment, relative to the vehicle for both conjunctival staining and unanaesthetised Schirmer’s test, in 
addition to a reduction in corneal staining. We expect the US business to grow at higher single digit 
from FY19-21E on the back of an improvement in base business performance, specialty launches 
and Halol decongestion 
Domestic Market: New launches to drive revenue growth  
Domestic formulations business grew 6% over the last three years which was lower than 13% seen in 
the 3 year period before. The slowdown was due to a regulatory disruption caused by demonetiza-
tion, GST, AML-related restructuring, etc. However, a recovery in growth to low double digits for the 
next three years is expected with 13% stead growth coming in from the ROW/EM markets over the 
last three years. 45% of SPIL's consolidated sales are derived from India and EM markets, where the 
underlying market growth is in high single digits/low double digits. SPIL is best placed to capitalize on 
this as the underlying market is set for a growth and along with the market the company will also 
grow roughly in line with limited additional cost, and achieve margin expansion. 
Valuation and Outlook 
The headwinds in the US for SPIL’s generic business are easing and the specialty business is posi-
tioned for a ramp-up post recent approval for specialty assets – Ilumya for psoriasis and Cequa for 
dry eye disease. We expect a turnaround in its US business going forward as an outcome of its strat-
egy to invest in building a specialty portfolio so as to gain immunity from steep price erosion and be 
able to scale up from the current level.  This optical move is the culmination of the long ongoing at-
tempt of the management for a shift from generics to specialty in the backdrop of US headwinds. We 
believe this act as a key differentiator compared to its peers. Considering all of these factors we give 
a BUY rating on the stock with target price of INR 496 (22x of FY21e earnings).   

Sun Pharmaceutical Industries Ltd 
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    B P    W E A L T H 

Sector Outlook Neutral 

CMP (INR)  422 

Target Price (INR)  496 

BSE code 524715 

NSE Symbol SUNPHARMA 

Bloomberg SUNP IN 

Reuters SUN.BO 

Key Data  

Nifty 12,126 

52 Week H/L (INR) 484/344 

O/s Shares (Mn) 2399.3 

Market Cap (Bn) 1,014 

Average volume  

3 months 63,69,250 

6 months 73,11,940 

1 year 82,11,820 

Stock  

Face Value (INR) 1 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 
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YE March (INR. millions) FY17 FY18 FY19 FY20E FY21E
Revenue 313,081 264,155 290,659 329,607 363,227
Revenue Growth (Y-oY) 11.4% (15.6%) 10.0% 13.4% 10.2%
EBIDTA 96,822 55,348 62,736 66,581 79,728
EBIDTA Growth (Y-o-Y) 18.7% (42.8%) 13.3% 6.1% 19.7%
Net Profit 69,644 20,957 26,654 44,827 54,121
Net Profit Growth (Y-o-Y) 53.2% (69.9%) 27.2% 68.2% 20.7%
Diluted EPS 29.0 8.7 11.1 18.7 22.6
Diluted EPS Growth (Y-o-Y) 53.2% (69.9%) 27.2% 68.2% 20.7%

EBIDTA (%) 30.9% 21.0% 21.6% 20.2% 22.0%
NPM (%) 22.2% 7.9% 9.2% 13.6% 14.9%
RoE (%) 19.0% 5.5% 6.4% 9.9% 10.8%
RoCE (%) 21.1% 10.3% 10.9% 9.8% 10.8%

P/E (x) 14.8x 49.1x 38.6x 23.0x 19.0x
EV/EBITDA 10.1x 17.6x 16.4x 14.60x 12.25x
P/BV (x) 2.8x 2.7x 2.5x 2.3x 2.1x
Market Cap. / Sales (x) 3.3x 3.9x 3.5x 3.1x 2.8x

Key Financials

Key Ratios

Valuation Ratios
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