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Company Background 

Ashok Leyland Limited, flagship Company of the Hinduja Group, is one of the largest commercial vehicle manufacturers in India. Company is one of the largest manufacturers of 
Medium and Heavy Commercial Vehicles (M&HCV) and also has presence in the Light Commercial Vehicle (LCV) segment. Its product profile includes buses, trucks, engines and 
defense vehicles. Currently, company has seven manufacturing plants across five different locations of India. 

Investment Rationale 

Strong brand with robust distribution network 

Over the years, company has transformed from a South-centric to a pan-India player, holding a strong market share in most of their operational geographies. Company is a domi-
nant player in the domestic M&HCV industry with a market share of 32% in FY20 backed by its Aggressive network expansion, strong brand outreach, new product launches and 
strong servicing capabilities. With the current transition to new emission norms (BS-VI) with effect from April 1, 2020 and its focus on new modular platform wherein it would work 
on a made-to-order production system. Going ahead, Company expects to improve leverage its operational efficiency led by new launches of more variants across their diversified 
segments. 

New launches across their business verticals to augur well for long term  
Company being the largest manufacturer of commercial vehicle has expanded its vehicles globally. Its new BSVI modular platform ‘AVTR’ in MHCV segment has received positive 
feedback from both fleet operators as well as drivers. The ‘AVTR’ platform is expected to reduce manufacturing complexity, lower inventory and new product development costs 
and improve productivity, making operations more efficient which will contribute to an increase in overall operating margins.  As per the management, initial bookings for the recent-
ly-launched ‘Bada Dost’ i3 and i4 under Project ‘Phoenix’ have also been very encouraging. Company expects its addressable market to improve from 35% of LCV industry to 65% 
in the span of next few years. 

Valuation and Outlook 

Ashok Leyland’s dependence on the medium and heavy commercial vehicle (M&HCV) industry continues to be high despite some successful attempts at de-risking into light com-
mercial vehicles (LCV).However, we expect an improvement in company’s operational performance on account new launches in LCV segment and of stronger recovery cycle in 
MHCV industry from FY22.Moreover,company  is scaling up its non-truck businesses which includes spare parts, exports, defense and power solutions to lower the impact of core 
business cycle volatility. On valuation front, we  have valued the company based on  SOTP method and assign a Buy rating on the stock with target price of INR 104. 
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 84 - 76 

Target price 104 

Investment Horizon  Till Next Diwali 

BSE code 500477 

NSE Symbol ASHOKLEY 

Bloomberg AL IN 

Reuters ASOK.BO 

Key Data  

Nifty 11,699 

52WeekH/L(INR) 87/33 

O/s Shares (mn) 2935.5 

Market Cap (INR bn) 240 

Face Value (INR) 1 

Average volume  

3 months 55,178,272 

6 months 50,466,510 

1 year 39,227,826 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 

Ashok Leyland Ltd BUY 

Sector : Automobile 

Key Financials 

YE March (INR. In mn) FY19 FY20E FY21E FY22E FY23E 

Revenue 2,90,550 1,74,675 1,36,421 1,75,710 1,98,904 

Growth (Y-oY) 10.2% (39.9%) (21.9%) 28.8% 13.2% 

EBIDTA 30,923 11,737 4,093 14,760 20,686 

Growth (Y-oY) 4.3% (62.0%) (65.1%) NA 40.2% 

Net Profit 19,832 2,395 1,364.2  4,217 6,166 

Growth (Y-oY) 15.5% (87.9%) (43.0%) NA 46.2% 

Diluted EPS 6.8  0.8  0.5  1.4  2.1  
Growth (Y-oY) 15.5% (87.9%) (43.0%) NA 46.2% 

Key Ratios 

EBIDTA (%) 10.6% 6.7% 3.0% 8.4% 10.4% 

NPM (%) 6.8% 1.4% 1.0% 2.4% 3.1% 

RoE (%) 23.8% 3.3% 1.9% 5.6% 7.7% 

RoCE (%) 34.5% 11.1% 3.9% 13.7% 18.3% 

Valuation Ratios 

P/E (x) 12.0x 99.3x 174.3x 56.4x 38.6x 

EV/EBITDA 7.4x 21.9x 62.9x 17.4x 12.4x 

P/BV (x) 2.9x 3.3x 3.3x 3.2x 3.0x 

Market Cap. / Sales (x) 0.8x 1.4x 1.7x 1.4x 1.2x 



 

 

Company Background 

Balrampur Chini Mills Limited is an integrated sugar manufacturing company. The Company is engaged in the manufacturing of sugar, ethanol, and power. The Company's seg-
ments include Sugar, Distillery, Co-generation, and Others. Its allied business consists of manufacturing and marketing of ethyl alcohol and ethanol, generation and selling of pow-
er, and manufacturing and marketing of organic manure. Its products include molasses and bagasse. The Company has over 10 manufacturing facilities across the state of Uttar 
Pradesh.  
Investment Rationale 

Established market position coupled with diversified revenue stream 

Balrampur Chini has an established market position in the sugar industry. Being the largest integrated sugar producer in India, the company has the capacity to crush 76,500 ton 
per day (TPD) of sugarcane, and exportable (surplus) power capacity of 165.2 MW, and a distillery of 520-kilo liter per day (KLPD). It is the second-largest player in terms of scale 
on a pan-India basis with ten sugar factories eight in eastern UP and two in the central district of Uttar Pradesh. Moreover, its fully integrated operations enable all its additional 
businesses associated with sugar, such as power and distillery, to become major contributors to overall profitability. Therefore, such a diversified revenue stream enables them to 
make less dependence on core sugar business, partially offsetting the cyclicity of business.  
Improvement in operational performance led by superior efficiencies across the verticals 

Over the years, the company’s superior operating efficiencies from its fully integrated nature of operations, better sugar recovery rates, and higher capacity utilization have to lead 
to better absorption of fixed costs. Moreover, the company has been continuously engaging with the farmers to produce an early variety of cane which has higher sucrose content 
and resultantly higher sugar recovery rates. Therefore, such higher recovery rates can lower the cost of production considerably, offsetting the dependency on higher cane prices or 
a fall in sugar prices. Moreover, the company's scale of operations at each of its facilities is such that the company is able to derive benefits of the economies of scale, which ena-
bles to lower the cost of production. We believe that the company’s operating performance continues to reap the long-term benefits( post-Covid19) at a gradual pace. 
Valuation and Outlook 

BCML’s it is one of the most efficient sugar company with sustainable earnings & strong cash flow generation. Its integrated operations and distillery businesses continue to provide 
a cushion against cyclicality in the sugar business. In the last two years, the usual cycle in the sugar sector has been done away with by the implementation of sugar MSP and high-
er export subsidy. However,  the ongoing pandemic is likely to result in some slowdown in demand from institutional customers which can impact its operations in short term. On the 
valuation front, we have valued the company based on  5.6x PE of FY23E EPS and assign a Buy rating on the stock with a target price of INR 195. 
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 154 - 139 

Target price 195 

Investment Horizon  Till Next Diwali 

BSE code 500038 

NSE Symbol BALRAMCHIN 

Bloomberg BRCM IN 

Reuters BACH.BO 

Key Data  

Nifty 11,669 

52WeekH/L(INR) 1246/666 

O/s Shares (mn) 98.8 

Market Cap (INR bn) 94 

Face Value (INR) 10 

Average volume  

3 months 16,52,143 

6 months 17,51,803 

1 year 14,41,907 

Share Holding Pattern (%) 

Relative Price Chart 

Balrampur Chini Mills Ltd BUY 

Sector : Sugar 

Source: Company,  BP Equities Research 

Key Financials 

YE March (INR. In mn)  FY19   FY20   FY21E   FY22E   FY23E  
Revenue 42,858 47,413 54,193 56,144 58,446 

Growth (Y-oY) (1.3%) 10.6% 14.3% 3.6% 4.1% 

EBIDTA 6,891 6,820 8,237 9,151 9,877 

Growth (Y-oY) 52.6% (1.0%) 20.8% 11.1% 7.9% 

Net Profit 5,758 5,194 5,582 6,569 7,247 

Growth (Y-oY) 148.6% (9.8%) 7.5% 17.7% 10.3% 

Diluted EPS 27.4  24.7  26.6  31.3  34.5  
Growth (Y-oY) 148.6% (9.8%) 7.5% 17.7% 10.3% 

Key Ratios 

EBIDTA (%) 16.1% 14.4% 15.2% 16.3% 16.9% 

NPM (%) 13.4% 11.0% 10.3% 11.7% 12.4% 

RoE (%) 27.2% 21.5% 19.1% 18.6% 17.3% 

RoCE (%) 17.9% 17.5% 23.6% 24.1% 22.1% 

Valuation Ratios 

P/E (x) 5.6x 6.2x 5.8x 4.9x 4.4x 

EV/EBITDA 7.2x 6.9x 4.5x 3.7x 3.4x 

P/BV (x) 1.5x 1.3x 1.1x 0.9x 0.8x 

Market Cap. / Sales (x) 0.7x 0.7x 0.6x 0.6x 0.5x 



 

 

Company Background 

Carborundum Universal Ltd (CUMI) is a global supplier of abrasives, ceramics, and electro minerals. CUMI was founded as a col laboration between the Murugappa Group, The 
Carborundum Co., USA, and the Universal Grinding Wheel Co. Ltd., U.K. Company currently manufacturers over 20,000 different varieties of abrasives, refractory products, and 
electro-minerals in ten locations across various parts of the country.  CUMI's products are being exported to 43 countries spread across North America, Europe, Australia, South 
Africa and Asia. CUMI enjoys leadership positioning in the Indian abrasives industry and globally second and third position in silicon carbide and zirconia respectively. 
Investment Rationale 

Strong market position, diversified revenue base and fairly integrated operations  
CUMI's healthy business risk profile is supported by its well-diversified revenue streams.  The electro-minerals business (39% of consolidated revenues in FY2020) remains the larg-
est contributor to its revenue followed by abrasives (37%) and industrial ceramics and refractories (24%). The company has a leadership position in the domestic abrasives market, 
and strengthening market position in the global electro-minerals market. It also has a highly diversified customer base across geographies, with revenue contribution from interna-
tional markets (45-50% of consolidated turnover) such as Russia, Australia, China, North America, and Europe. CUMI caters to a diverse set of end user industries including auto 
original equipment manufacturers (OEMs), auto ancillaries, general engineering, fabrication, foundry, industrial projects, construction and metal working.  We believe  believes that 
the diversified revenue profile will benefit CUMI's business position over the medium term, and enable it to register revenue growth of 10-12%. Operating profitability is also ex-
pected to sustain at healthy levels of 15-17%, supported by better utilisation of capacities, cost increases taken in certain product categories, and continued focus on cost reduction.  
Speedy recovery in Ceramics and Electro-Minerals Segments 

Demand for value added/engineered ceramics including Metz (metalized cylinders) continues to drive ceramics sales. We believe that EBIT margin in the segment would further 
improve on back of operating leverage and higher capacity utilization levels. Further, electro minerals division (EMD), demand for silicon carbide (SIC) and alumina based products, 
continues to grow at a steady pace. New applications continue to create fresh demand for most of these products. 
Valuation and Outlook 

We believe CUMI to remain a play on the early beneficiaries of Capex cycle revival While the abrasive segment may continue to see the muted performance in the near term, few 
pockets in the Ceramic the segment in the form of Industrial ceramics and Metz cylinder and capacity expansion for coated abrasives and expectation of a shift in demand for Elec-
tro minerals from China to India are likely to remain a key for revenue growth driver in near to medium term. Our investment thesis is predicated on expected pickup across all the 
divisions led by domestic and global recovery for the company’s products. We have valued the stock by assigning a 22x PE multiple to FY23E EPS and recommend a BUY rating on 
this stock for a target of INR 365.  

3 

Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 295 - 266 

Target price (INR) 365 

Investment Horizon Till Next Diwali 

BSE code 513375 

NSE Symbol CARBORUNIV 

Bloomberg CU IN 

Reuters CRBR.BO 

Key Data  

Nifty 11,699 

52WeekH/L(INR) 362/179 

O/s Shares (mn) 189 

Market Cap (INR bn) 55 

Face Value (INR) 1 

Average volume  

3 months 324,810 

6 months 309,426 

1 year 201,577 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 

Carborundum Universal Ltd. BUY 

Sector : Industrial Consumables 

Key Financials 

YE March  (INR. In mn)  FY19   FY20   FY21E   FY22E   FY23E  
Revenue 26,889 25,990 23,833 27,145 30,213 

Growth (Y-oY) 13.6% (3.3%) (8.3%) 13.9% 11.3% 

EBIDTA 4,371 3,973 3,563 4,370 5,046 

Growth (Y-oY) 9.6% (9.1%) (10.3%) 22.7% 15.4% 

Net Profit 2,477 2,724 2,121 2,660 3,142 

Growth (Y-oY) 14.9% 10.0% (22.1%) 25.4% 18.1% 

Diluted EPS 13.1  14.4  11.2  14.0  16.6  
Growth (Y-oY) 14.9% 10.0% (22.1%) 25.4% 18.1% 

Key Ratios 

EBIDTA (%) 16.3% 15.3% 15.0% 16.1% 16.7% 

NPM (%) 9.2% 10.5% 8.9% 9.8% 10.4% 

RoE (%) 14.4% 14.7% 10.5% 11.9% 12.6% 

RoCE (%) 24.1% 20.7% 17.0% 18.9% 19.6% 

Valuation Ratios 

P/E (x) 22.6x 20.5x 26.3x 21.0x 17.8x 

EV/EBITDA 12.8x 13.5x 14.6x 11.7x 10.0x 

P/BV (x) 3.2x 3.0x 2.8x 2.5x 2.2x 

Market Cap. / Sales (x) 2.1x 2.2x 2.3x 2.1x 1.8x 



 

 

Company Background 

Incorporated in 1904, City Union Bank (CUB) is one of the oldest private sector banks, with its headquarters in Kumbakonam, Tamil Nadu. The Bank's segments include Treasury, 
Corporate and Wholesale Banking, Retail Banking and Other Banking Operations. It offers personal banking, corporate banking and non-resident Indian banking services. Its online 
banking services include utility bill payments, mobile banking, online shopping, book railway ticket and verified by Visa. Currently, it has a network of 700 branches and 1,793 ATMs 
spread across the country with about 90% of the total branches in South India and about 56% of the branches in semi-urban and rural areas. 

Investment Rationale 

Strong capitalization backed by internal accruals 

In FY20, CUB’s capital levels have remained strong, supported by good internal accruals. The bank raised the equity capital of INR. 3.5bn in FY2015 and since then, the internal 
generation has been adequate to meet the credit growth. Its overall capital adequacy under Basel III was comfortable at 16.8% (CET I ratio at 15.7%). Bank’s current capital levels 
are likely to support its envisaged growth over the next three years without any sizeable capital requirement. Management expects 3-3.5% of slippage ratio for FY21E with restruc-
turing required for 5-6%, given the current challenging environment. Going forward, we expect a minimum risk of decline in NPA as most of the lending is backed by secured collat-
eral. 
Focused approach on target customers in niche MSME segment to augur well 
CUB is mainly focused on the niche segment of working capital financing to MSMEs and retail and wholesale traders, which form 31% of its loan book. In addition, it provides long 
and short-term loans to the agriculture segment. It considers itself as the bank of ‘Common Man’ of rural and semi-urban locations in the Southern Region. It considers 4 C’s im-
portant in the segment – capital, cash flow, character, and collateral. Its Collateral is mostly in form of residential property and personal guarantees and in the case of a few other 
MSME and corporate loan collateral is in the form of plant and machinery and commercial properties. Since its sole banker in most cases recovery of collateral becomes easier. 
Therefore, such an approach will enable bank to grow its MSME segment loan book and provide support to those customers for long term. 

Valuation and Outlook 

CUB‘s consistent performance across all its segment coupled with strong management and its  strategic focus on balance sheet enables the bank to provide a competitive edge 
over its peers. Many other factors like preference on asset quality over credit growth, rising digital transactions, and reducing stress accounts would augur healthy performance 
Post-Covid crises. Owing to above parameters, we recommend a BUY on this banking stock assigning a P/BV multiple of 2.1x of FY23 book value implying a target price of        
INR 187.  
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 153 - 142 

Target price (INR) 187 

Investment Horizon Till Next Diwali 

BSE code 532210 

NSE Symbol CUB 

Bloomberg CUB IN  

Reuters CTBK.BO  

Key Data  

Nifty 11,699 

52WeekH/L(INR) 249/110 

O/s Shares (mn) 738 

Market Cap (INR bn) 111 

Face Value (INR) 10 

Average volume  

3 months 26,67,213 

6 months 25,04,723 

1 year 18,39,000 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 

City Union Bank Ltd  BUY 

Sector : BFSI 

Key Financials 

YE March (INR in mn)  FY19   FY20   FY21E   FY22E   FY23E  
Net Interest Income 16,115 16,752 17,740 19,035 21,224 

Growth (Y-o-Y) 12.7% 4.0% 5.9% 7.3% 11.5% 

Pre-Provisioning Profits 12,400 13,414 14,152 15,043 16,608 

Growth (Y-o-Y) 2.7% 8.2% 5.5% 6.3% 10.4% 

Net Profit 6,829 4,763 5,497 7,904 9,382 

Growth (Y-o-Y) 15.3% (30.2%) 15.4% 43.8% 18.7% 

EPS 9.2  6.5  7.4  10.7  12.7  
Growth (Y-o-Y) 15.3% (30.2%) 15.4% 43.8% 18.7% 

Key Ratios 

NIM (%) 3.8% 3.5% 3.9% 4.0% 4.0% 

ROA (%) 1.5% 1.0% 1.0% 1.4% 1.6% 

RoE (%) 14.1% 9.0% 9.5% 12.0% 12.6% 

BV per Share (INR.) 65.6  71.7  78.7  88.9  101.1  
Valuation Ratios 

P/E (x) 16.5x 23.7x 20.6x 14.3x 14.2x 

P/BV (x) 2.3x 2.1x 1.9x 1.7x 1.8x 



 

 

Company Background 

Incorporated in 1995, Jubilant Foodworks Ltd (JFL)  is a food service company having initiated operations in 1996. The company and its subsidiary have exclusive right to develop 
and operate Domino’s Pizza brand in India, Sri Lanka, Bangladesh, and Nepal. Currently, it has a PAN India presence with its operations in  1249 outlets covering 276 cities. The 
company also has a right for developing and operating Dunkin' Donuts restaurants for India which offers a range of donuts and coffee beverages such as Chocolate Donut, Break-

up Party Éclair, Chocofix Donuts, Big Joy Burger, and many others. 

Investment Rationale 

Strong leadership position in QSR segment 
Jubilant Foodworks with its well-established brand Domino’s Pizza is a market leader in the Pizza segment and largest in the sub-segment of QSR (Quick service restaurant) 
space. Meanwhile, the QSR segment is gaining more traction due to increased urbanization and evolving consumer lifestyle and behavior driven by factors such as minimal dine-in 
space, takeaways, home deliveries, and ready availability at odd hours of the day. With a strong network coverage across 276 cities through 1249 outlets and being a strong lead-
ership position in the QSR segment. The company has sufficient headroom with an inclination to grow in these emerging markets in the medium to long term. 
Focus on technology , Innovation and consumer to augur well in long run 

With an enhancement of GPS tracking and advanced food ordering apps, the company has improved its efficiency in the delivery process. In addition, to gain more traction, JBL 
came up with a new campaign called ‘World Pizza League’ , inspired by the most popular flavors from five different places- India, South Africa, England, West Indies, and Australia 
which has to enable them to grow widely. Moreover, the company initiated ready to move food services in many prime railway stations of Tier 1 cities and expanding in other re-
gions as well. Going further, such development in technology and focus on variety in innovation would enable the company to have a first-mover advantage over changing consum-
er’s preferences.  
Valuation and Outlook 

Jubilant Foodworks Ltd is an established leader in the Pizza segment. The company’s consistent menu innovation and improving delivery dynamics is helping to scale up its exist-
ing portfolio. However, the ongoing pandemic has impacted consumer eating habits and disrupted the company’s operations as well. It has launched “Zero contact deliver-
ies” (including takeaways) and is also planning to initiate “zero-contact dine-ins”. Therefore, we expect a gradual recovery in the medium-term led by its strong and trusted brand, 
proven quality and hygiene credentials, a robust delivery model. On the valuation front, we  have valued the company based on  75x PE of FY23E EPS and assign a Buy rating on 
the stock with a target price of INR 2,766 
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 2,166 – 2,014 

Target price (INR) 2,766 

Investment Horizon Till Next Diwali 

BSE code 533155 

NSE Symbol JUBLFOOD  

Bloomberg JUB IN  

Reuters JUBI .BO 

Key Data  

Nifty 11,669 

52WeekH/L(INR) 2457/1138 

O/s Shares (mn) 131.9 

Market Cap (INR bn) 285 

Face Value (INR) 10 

Average volume  

3 months 10,26,573 

6 months 11,48,045 

1 year 11,48,503 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 

Jubilant Foodworks Ltd  BUY 

Sector : Consumer Food 

Key Financials 

YE March (INR. In mn)  FY19   FY20   FY21E   FY22E   FY23E  
Revenue 35,631 39,273 35,267 44,189 52,895 

Growth (Y-oY) 18.0% 10.2% (10.2%) 25.3% 19.7% 

EBIDTA 5,998 8,756 7,970 11,003 12,060 

Growth (Y-oY) 36.3% 46.0% (9.0%) 38.1% 9.6% 

Net Profit 3,198 2,800 2,433 4,596 4,866 

Growth (Y-oY) 63.0% (12.4%) (13.1%) 88.9% 5.9% 

Diluted EPS 24.2  21.2  18.4  34.8  36.9  
Growth (Y-oY) 63.0% (12.4%) (13.1%) 88.9% 5.9% 

Key Ratios 

EBIDTA (%) 16.8% 22.3% 22.6% 24.9% 22.8% 

NPM (%) 9.0% 7.1% 6.9% 10.4% 9.2% 

RoE (%) 25.4% 25.0% 18.9% 27.6% 23.5% 

RoCE (%) 47.6% 78.0% 62.0% 66.0% 58.1% 

Valuation Ratios 

P/E (x) 89.4x 102.1x 117.5x 62.2x 58.7x 

EV/EBITDA 46.8x 31.9x 35.7x 25.9x 23.6x 

P/BV (x) 22.7x 25.5x 22.2x 17.2x 13.8x 

Market Cap. / Sales (x) 8.0x 7.3x 8.1x 6.5x 5.4x 



 

 

Company Background 

KPR Mill Limited (KPR)  produces cotton yarn, knitted fabrics, and knitted apparels from its facilities located in the Tirupur Coimbatore region. With a capacity of about 3.5 lakh spin-
dles, KPR is one of the leading players supplying yarn to the Tirupur market which is a major center in the country for the export of cotton textiles. KPR also produces knitted gar-
ments that are directly exported to buyers mainly in Europe and America. 
Investment Rationale 

Integrated nature of operations with presence across the textile value chain 

KPR has a vertically integrated presence across the textile chain value from the manufacturing of cotton yarn to processed fabric to garments which imparts strong operational flexi-
bility. It has 12 manufacturing units with an annual capacity to produce 104000 MT of yarn, 40000 MT of fabric and 115 million readymade knitted apparel. The company also has 
an embedded fabric processing capacity of 22000 MT and a sophisticated printing division with a capacity to print 7500 MT per annum. KPR has also invested in captive power 
plants and has 66 windmills with a total green power capacity of 61.9 MW. KPR has ventured into the branded retail segment and expansion in garmenting through subsidiaries for 
further diversification. In FY19, KPR has set up garmenting unit in Ethiopia (KPR Exports PLC, Ethiopia) with a production capacity of 10 mn garments per annum. During FY20, 
KPR has ventured into the branded retail segment through the launch of premium quality men’s innerwear. The company launched the product under the brand name FASO in the 
states of Tamil Nadu, Kerala, Andhra, and Telangana.  

Increase in share of value-added products mainly garments 

Over the past few years, KPR’s product mix has witnessed a gradual change with an increase in the share of value-added products (mainly garments 42% in FY20 from 29% in 
FY17) in the sales mix. During FY20, garment sales accounted for 42% compared to 29% in FY17, while yarn & fabric contribution declined to 42% (FY20) from 58% in FY17. The 
increase in garments share is primarily on account of shifting of production/sales of garments from its wholly-owned subsidiary, K.P.R.Sugar Mill Ltd (KPRS) to KPR. The decline in 
the income from fabric division on account of higher internal consumption of fabric for the garment division. Besides, the organization has completely redesigned its customary yarn 
ability to esteem added yarn that get higher acknowledge. KPR is likewise expected to profit from the improved situation for the sugar business (10% of sales in FY20). 

Valuation and Outlook 

We expect the garmenting division to be the next growth engine on account of fresh capacity addition, high asset turnover, and better capacity utilization backed by strong growth in 
the domestic market. We remain positive on the future growth prospect of the company due to its competitive advantages supported by lower power & labour cost, vertically inte-
grated operations, focus on value-added products, and strong balance sheet. Hence, we give a BUY rating on the stock with a target price of INR 936 (based on 11x FY23E EPS).  
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 736 - 684 

Target price (INR) 936 

Investment Horizon  Till Next Diwali  

BSE code 532889 

NSE Symbol KPRMILL 

Bloomberg KPR IN 

Reuters KPRM.BO 

Key Data  

Nifty 11,669 

52WeekH/L(INR) 782/316 

O/s Shares (mn) 68.8 

Market Cap (INR bn) 50 

Face Value (INR) 5 

Average volume  

3 months 89,450 

6 months 51,375 

1 year 32,746 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 

KPR Mill Ltd. BUY 

Sector : Textile 

Key Financials 

YE March (INR. In mn)  FY19   FY20   FY21E   FY22E   FY23E  
Revenue 33,840 33,526 34,297 38,070 43,057 

Growth (Y-oY) 11.9% (0.9%) 2.3% 11.0% 13.1% 

EBIDTA 6,118 6,220 6,722 7,043 9,257 

Growth (Y-oY) 6.5% 1.7% 8.1% 4.8% 31.4% 

Net Profit 3,349 3,767 3,978 4,035 5,856 

Growth (Y-oY) 15.3% 12.5% 5.6% 1.4% 45.1% 

Diluted EPS 48.7  54.7  57.8  58.6  85.1  
Growth (Y-oY) 15.3% 12.5% 5.6% 1.4% 45.1% 

Key Ratios 

EBIDTA (%) 18.1% 18.6% 19.6% 18.5% 21.5% 

NPM (%) 9.9% 11.2% 11.6% 10.6% 13.6% 

RoE (%) 18.7% 20.2% 17.9% 15.7% 18.9% 

RoCE (%) 23.5% 23.9% 23.4% 22.4% 25.7% 

Valuation Ratios 

P/E (x) 15.1x 13.4x 12.7x 12.5x 8.6x 

EV/EBITDA 9.5x 9.1x 8.4x 7.8x 5.7x 

P/BV (x) 2.8x 2.7x 2.3x 2.0x 1.6x 

Market Cap. / Sales (x) 1.5x 1.5x 1.5x 1.3x 1.2x 



 

 

Company Background 

Incorporated in 1996, Polycab India Ltd (PIL) is the largest manufacturer of cables and wires in India. It also has presence in FMEG segment, offering products like fans, LED light-
ings, switches, switch gears, solar equipment, luminaries etc. It operates under brand “POLYCAB”. It is a market leader in the wire and cable industry with 18% market share in the 
organized market and 12% of overall industry.  

Investment Rationale 

Market leadership position in the home wires and cables industry in India 

PIL is the undisputed market leader of India’s W&C industry, with an ~18% market share in the organized sector and a ~12% overall share. Its W&C business is more than twice 
the size of its leading competitor. PIL's market position is facilitated from its strong distribution network of over 3450 authorized dealers.  A robust distribution network, wide range of 
product offerings, efficient supply chain management and strong brand image are some of the key reasons for PIL’s success in the Indian W&C space. The company  has signifi-
cant market share in West and South India, which contributes around 70% to its revenue share. The company has also entered the electrical appliances segment (contributing 
around 7% to revenues at present), which it plans to grow significantly over the medium term. 

Improving presence in the fast moving electrical goods (FMEG) industry 

PIL is present in the switches, switchgear, lighting, fans and water heater segments. Together, these are classified under the head of FMEG (fast moving electrical goods).  PIL 
forayed into multiple FMEG product categories from FY15 and was therefore required to invest behind manufacturing capabilities, distribution network expansion and brand building 
exercises; this led to EBIT losses during FY15 and FY16. However, the business attained breakeven in merely three years (FY17) and turned profitable in FY18 with an EBITM of 
3% (as per company reporting), showcasing PIL’s strong focus on this space. We expect the overall FMEG industry to grow at a CAGR of 9% over FY2020-23E. Within this, we 
expect organized players to grow at a faster pace of 10%, with sales of unorganized players likely to flatten over the period. 

Valuation and Outlook 

The company is well-poised to grow at a strong pace over the medium term led by (1) attractive market opportunity and ability to strengthen leadership position in cables and wires 
industry and (2) potential market share gain in FMEG segments (small presence with only 1% market share currently) by leveraging its brand, increasing product offerings and en-
hancing distribution reach. We value the business at 17x our FY23E earnings estimates of INR 68.9 and arrive at the target price of INR 1172 per share. 
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 910 - 846 

Target price (INR) 1,172 

Investment Horizon Till Next Diwali 

BSE code 542652 

NSE Symbol POLYCAB  

Bloomberg POLYCAB IN  

Reuters POLC.BO 

Key Data  

Nifty 11,669 

52WeekH/L(INR) 1182/570 

O/s Shares (mn) 149 

Market Cap (INR bn) 136 

Face Value (INR) 10 

Average volume  

3 months 2,40,211 

6 months 2,91,759 

1 year 3,09,181 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 

Polycab India Ltd  BUY 

Sector : Cables & Wires  

Key Financials 

YE March (INR. In mn)  FY19   FY20   FY21E   FY22E   FY23E  
Revenue 79,856 88,300 82,913 95,433 1,10,416 

Growth (Y-oY) 17.9% 10.6% (6.1%) 15.1% 15.7% 

EBIDTA 9,528 11,350 10,115 12,502 14,796 

Growth (Y-oY) 30.7% 19.1% (10.9%) 23.6% 18.3% 

Net Profit 4,997 7,591 6,633 8,684 10,269 

Growth (Y-oY) 39.6% 51.9% (12.6%) 30.9% 18.2% 

Diluted EPS 33.5  51.0  44.5  58.3  68.9  
Growth (Y-oY) 39.6% 51.9% (12.6%) 30.9% 18.2% 

Key Ratios 

EBIDTA (%) 11.9% 12.9% 12.2% 13.1% 13.4% 

NPM (%) 6.3% 8.6% 8.0% 9.1% 9.3% 

RoE (%) 17.6% 19.8% 15.0% 16.8% 16.9% 

RoCE (%) 31.4% 28.7% 22.5% 23.9% 24.3% 

Valuation Ratios 

P/E (x) 27.1x 17.9x 20.4x 15.6x 13.2x 

EV/EBITDA 14.1x 11.8x 12.9x 10.5x 8.9x 

P/BV (x) 4.8x 3.5x 3.1x 2.6x 2.2x 

Market Cap. / Sales (x) 1.7x 1.5x 1.6x 1.4x 1.2x 
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