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Company Background 

Incorporated in 1981, Automotive Axles Ltd (AAL) is a 35.5% (each) joint venture between Kalyani Group and Meritor Inc, with the rest owned by the Public. AAL  is one of India's 
largest independent axle manufacturers, catering to several large medium and heavy commercial vehicle (M&HCV) original equipment manufacturers (OEMs), namely Ashok Ley-
land, Daimler India M&M, Tata Motors, VECV, Caterpillar India, etc. The company has long-standing relationships with its established client base and enjoys a substantial share of 
business with most of the major OEMs in the M&HCV industry. Rear-drive axles comprise ~60% of its top line, with brakes share at ~20% and other parts consisting of the rest. It 
has its manufacturing plant located in Mysore, Pantnagar, Jamshedpur and Hosur.  
Investment Rationale 

Strong position in the axle and brake manufacturing industry 

AAL is the largest independent manufacturer of rear-drive axles for M&HCVs in India with reputed OEMs. The company’s domestic market share in brakes products improved from 
~25% in FY14 to ~35% in FY21. The primary competitor for AAL is Brakes India, which commands ~60% market share in the domestic brakes market.  Its parent company Meritor 
Inc is a leading supplier of drive train, mobility, braking, and aftermarket solutions for the CV and industrial markets. This access to the Knowhow from the Parent Company pro-
vides the Company with Technological Leadership in India. It allows it to continue developing new products and enter new segments (such as Defense), which it is doing now. The 
company has a solid customer base in the domestic market, catering to all the major OEMs in the Indian CV industry, namely ALL, TML, M&M, and VECV. The company supplies 
drive axles, TAG axles and brakes to these customers. AAL also supplies axles to CAT for its various construction equipment. With the company’s focus on new product develop-
ment in the LCV/ICV and Bus category, AAL is well-positioned for future growth. 
Financial performance to improve further 
AAL, over the years, has demonstrated healthy capital efficiency with higher return ratios. On the balance sheet front, AAL has been a net cash company for the last two years, and 
the net debt/equity stands at -0.1x (FY21). We expect the company continue to maintain net cash status for the next three years due to limited capex spend. AAL has maintained a 
controlled working capital policy, with a cash conversion cycle of ~63 days for the last five years. Going forward, we expect the company to maintain a cash conversion cycle at 60-

65 days. Return ratios remain strong with healthy growth prospects, operating leverage at play, and near-zero debt on balance sheet. 
Valuation and Outlook 

We expect a cyclical recovery in the CV space to drive improvement in the earnings and profitability going forward.  Further, support can be seen from the potential diversification of 
the customer base and products, which help the company reduce its exposure to cyclicality. We have a positive view on the long term prospect of the company on the back of mar-
ket leadership position in domestic axles product, leading players in brakes products, better cost structure and healthy balance sheet. We value the company based by 16x of its 
FY24e earnings  and arrive at a price target of INR 1,769. 
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 1,310-1,180 

Target price 1,769 

Investment Horizon  Till Next Diwali 

BSE code 505010 

NSE Symbol AUTOAXLES 

Bloomberg ATXL IN 

Reuters ATOA.BO 

Key Data  

Nifty 17,857 

52WeekH/L(INR) 1,565/685 

O/s Shares (mn) 15 

Market Cap (INR bn) 20 

Face Value (INR) 10 

Average volume  

3 months 48,070 

6 months 42,770 

1 year 36,940 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 

Automotive Axles Ltd. BUY 

Sector : Automobile 

Key Financials 

YE March  (INR. In mn)  FY20   FY21   FY22E   FY23E   FY24E  
Revenue 9,520 9,056 12,280 16,000 20,128 

Growth (Y-oY) (50.9%) (4.9%) 35.6% 30.3% 25.8% 

EBIDTA 933 658 1,179 1,888 2,476 

Growth (Y-oY) (58.8%) (29.4%) 79.1% 60.2% 31.1% 

Net Profit 411 227 675 1,168 1,671 

Growth (Y-oY) (65.3%) (44.7%) 197.1% 72.9% 43.0% 

Diluted EPS 27.2  15.0  44.7  77.3  110.6  
Growth (Y-oY) (65.3%) (44.7%) 197.1% 72.9% 43.0% 

Key Ratios 

EBIDTA (%) 9.8% 7.3% 9.6% 11.8% 12.3% 

NPM (%) 4.3% 2.5% 5.5% 7.3% 8.3% 

RoE (%) 7.7% 4.1% 11.2% 17.1% 20.7% 

RoCE (%) 16.4% 11.3% 19.2% 27.2% 30.4% 

Valuation Ratios 

P/E (x) 48.1x 87.1x 29.3x 16.9x 11.8x 

EV/EBITDA 20.8x 29.4x 15.7x 9.4x 6.9x 

P/BV (x) 3.7x 3.6x 3.3x 2.9x 2.5x 

Market Cap. / Sales (x) 2.1x 2.2x 1.6x 1.2x 1.0x 



 

 

Company Background 

Bharti Airtel (BAL) is a global telecommunication player with a presence in 18 countries across Asia and Africa. In India, BAL provides services such as 2G, 4G wireless services, 
mobile commerce, fixed line services, home broadband, DTH and enterprise (B2B) services and enjoys the second position in the Indian telecommunication sector with wireless 
subscriber base of around 353 million subscribers (according to the Telecom Regulatory Authority of India). In Africa, BAL operates in 14 countries and enjoys one of the top three 
positions in most of the geographies with an overall subscriber base of 118 million subscribers. 

Investment Rationale 

Established position in domestic telecom Industry 

BAL has a healthy subscriber base and revenue market share, with a pan-India network. The revenue market share for the company was 31.7% in Q3FY21 while subscriber market 
share was 30% as on 38th Feb, 2021 (As per Telecom Regulatory Authority of India). Going ahead, large spectrum spread across 900 megahertz (MHz), 1,800 MHz, 2,100 MHz 
and 2,300 MHz bands enables to create a strong position, offering 2G, 3G and 4G data services across India. Therefore, robust brand and immediate services have helped to cre-
ate an edge among its competitive peers. 

Strong geographical presence with diversified revenue stream  
The company offers a variety of telecommunication services, including mobile services, wireline services, enterprise connectivity solutions, domestic and international long-distance 
services, digital television services, m-commerce, passive infrastructure services, etc. Therefore, this enables them to derive the benefits of economies of scale, cross-selling op-
portunities, and cost synergies. On the other hand, company operates majorly across geographies i.e Asia and Africa. Moreover, it has a diversified presence across geographies 
and business verticals with operations spread across 18 countries.  

Valuation and Outlook 

With the industry consolidation going on, we expect Bharti Airtel to benefit from economies of scale going forward. It has reported steady improvement in performance in domestic 
as well as international operations over the past few quarters driven by cost optimization and rise in date usage. Further, strong market position, robust operational performance 
and diversified business segments bode well for the company. On valuation front, we recommend a BUY on this stock assigning a EV/EBITDA multiple of 10x of FY24e EBITDA 
implying a target price of INR 1,005.  
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 690-621 

Target price 1,005 

Investment Horizon  Till Next Diwali 

BSE code 532454 

NSE Symbol BHARTIARTL 

Bloomberg BHARTI IN 

Reuters BRTI.BO 

Key Data  

Nifty 17,857 

52WeekH/L(INR) 738/419 

O/s Shares (mn) 5,492 

Market Cap (INR bn) 3,782 

Face Value (INR) 5 

Average volume  

3 months 20,033,500 

6 months 15,162,430 

1 year 17,877,600 

Share Holding Pattern (%) 

Relative Price Chart 

Bharti Airtel Ltd. BUY 

Sector : Telecom 

Source: Company,  BP Equities Research 

Key Financials 

YE March (INR. In mn)  FY20   FY21   FY22E   FY23E   FY24E  
Revenue 8,79,380 10,25,174 11,37,943 12,85,876 14,01,605 

Growth (Y-oY) 8.9% 16.6% 11.0% 13.0% 9.0% 

EBIDTA 3,62,222 4,65,084 4,89,316 5,65,785 6,16,706 

Growth (Y-oY) 50.0% 28.4% 5.2% 15.6% 9.0% 

Net Profit -3,21,832 -1,50,835 45,518 90,011 1,54,177 

Growth (Y-oY) (7959.1%) (53.1%) (130.2%) 97.8% 71.3% 

Diluted EPS (58.6) (27.5) 8.3  16.4  28.1  
Growth (Y-oY) (7959.1%) (53.1%) (130.2%) 97.8% 71.3% 

Key Ratios 

EBIDTA (%) 41.2% 45.4% 43.0% 44.0% 44.0% 

NPM (%) -36.6% -14.7% 4.0% 7.0% 11.0% 

RoE (%) -41.7% -25.6% 7.2% 12.4% 17.5% 

RoCE (%) 18.6% 24.6% 26.4% 30.2% 31.5% 

Valuation Ratios 

P/E (x) -11.8x -25.1x 83.2x 42.1x 24.6x 

EV/EBITDA 13.3x 10.6x 10.0x 8.3x 7.2x 

P/BV (x) 4.9x 6.4x 6.0x 5.2x 4.3x 

Market Cap. / Sales (x) 4.3x 3.7x 3.3x 2.9x 2.7x 



 

 

Company Background 

ICICI Bank Limited (IBL) is a systemically important private sector bank in India with a 7.04% market share in banking sector advances as on December 31, 2020. With a presence 
in banking, insurance, asset management, investment banking and private equity, the ICICI Group is a large player in the Indian financial system. As of March 31, 2021, the bank 
had 5,266 branches and 14,136 ATMs. IBL was originally promoted in 1994 by ICICI Limited, an Indian financial institution, and was its wholly-owned subsidiary. In 1998, ICICI Lim-
ited's shareholding in IBL reduced to 46% following a public offering of shares. Further, ICICI Limited and IBL were merged in 2002, following which the ICICI Group's financing and 
banking operations, both wholesale and retail, were integrated into a single entity. 

Investment Rationale 

Strong market position 

IBL is the second largest private sector bank in India in terms of assets size and is designated as one of the Domestic Systemically Important Bank (D-SIB) in the country. Along 
with its subsidiaries, IBL has a broad presence in various financial services industries such as life insurance, non-life insurance, securities brokerage, merchant banking, wealth 
management and primary dealers, and is a leader in many of these businesses. This allows the company to provide its clients with a variety of financial services and improve their 
loyalty and loyalty strategies. In addition, the present value of the bank's stock to the group's listed companies, namely ICICI Prudential Life Insurance, ICICI Lombard Comprehen-
sive Insurance and ICICI Securities, was INR 87,000 crores, which remains meaningfully large in relation to the overall core capital 002866-68% of CET-I) as on March 31, 2021 

Healthy Capitalization 

Demand for value Over the years, the bank has been able to maintain healthy capitalization levels by way of timely infusion of equity capital as well as issuing of bonds applicable 
for capital adequacy apart from adding retained earnings to the net worth. IBL’s capitalisation ratios remained strong with CET I, Tier I and CRAR (as a percentage of RWA) at 
16.80%, 18.06% and 19.12% as on March 31, 2021 (13.39%, 14.72%, and 16.11%, respectively, as on March 31, 2020). In the first half of fiscal 2021, the bank raised equity capital 
of INR 15,000 crore QIP to further strengthen capitalization. Further, the bank also has adequate flexibility to raise resources through the sale of stakes in subsidiaries (the bank has 
raised more than ~INR 15,000 crore in the last few years). 

Valuation and Outlook 

We believe ICICI Bank is among the largest private sector banks in India. It is also one of the three banks that has been classified as 'Domestic Systemically Important Banks (D-

SIBs)' by the RBI, highlighting its significance to the overall financial system. Further, its strong market position across financial services, superior liquidity, healthy capitalization lev-
els and comfortable resource profile keeps us positive on the future growth of the company. Owing to above parameters, we recommend a BUY on this banking stock; we value the 
standalone entity with 3.1xFY24E BVPS and of investment in subsidiaries and JVs at INR 115 per share, arriving at a target price of INR 1006. 
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 799-719 

Target price (INR) 1006 

Investment Horizon Till Next Diwali 

BSE code 532174 

NSE Symbol ICICIBANK 

Bloomberg ICICIBC IN 

Reuters ICBK.BO 

Key Data  

Nifty 17,857 

52WeekH/L(INR) 858/388 

O/s Shares (mn) 6,917 

Market Cap (INR bn) 5,539 

Face Value (INR) 2 

Average volume  

3 months 12,244,820 

6 months 14,173,400 

1 year 20,983,650 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 

ICICI Bank Ltd. BUY 

Sector : Banking 

Key Financials 

YE March  (INR. In mn)  FY20   FY21   FY22E   FY23E   FY24E  
Net Interest Income 3,32,671 3,89,894 4,48,378 5,20,119 6,13,740 

Growth (Y-oY) 23.1% 17.2% 15.0% 16.0% 18.0% 

Operating Income 4,97,157 5,79,580 6,72,568 7,54,173 8,89,924 

Growth (Y-o-Y) 19.7% 16.6% 16.0% 12.1% 18.0% 

Net Profit 79,308 1,61,927 2,24,189 2,86,065 3,68,244 

Growth (Y-o-Y) 135.8% 104.2% 38.5% 27.6% 28.7% 

EPS 11.5  23.4  32.4  41.4  53.2  
Growth (Y-o-Y) 135.8% 104.2% 38.5% 27.6% 28.7% 

Key Ratios 

NIM (%) 4.8% 5.0% 5.4% 5.8% 6.7% 

ROAA (%) 0.8% 1.4% 1.8% 2.2% 2.8% 

RoAE (%) 7.5% 14.6% 17.8% 19.1% 20.3% 

BV per Share (INR.) 155 167 197 236 288 

Valuation Ratios 

P/E (x) 69.7x 34.1x 24.7x 19.3x 15.0x 

P/BV (x) 5.2x 4.8x 4.1x 3.4x 2.8x 



 

 

Company Background 

NTPC was incorporated on November 7, 1975 under the name National Thermal Power Corporation Private Limited. Subsequently, it was converted into a public limited company 
in September 1985. The company is majority-owned by the GoI. It is the largest power generation company in India with an installed generation capacity of 65.15 GW (including 
JVs) constituting around 17.3% of the total installed power generation capacity in the country as on February 28, 2021. NTPC currently operates 55 power stations (24 Coal, 7 com-
bined cycle gas/liquid fuel, 2 Hydro, 1 Wind, and 11 solar projects). Further, it has 9 coal and 1 gas station, owned by joint ventures or subsidiaries. Their subsidiaries include NTPC 
Electric Supply Company Ltd, NTPC Hydro Ltd, NTPC Vidyut Vyapar Nigam Ltd, Pipavav Power Development Company Ltd, Kanti Bijlee Utpadan Nigam Ltd and Bhartiya Rail 
Bijlee Company Ltd. 
Investment Rationale 

Established position in India's power generation sector 
NTPC Ltd is India's largest power utility company India with an electric power generating capacity of 53.6 GW. Although the company has approx. 16% of the total national capacity 
it contributes to over 25% of total power generation due to its focus on operating its power plants at higher efficiency levels (approx. 80.2% against the national PLF rate of 64.5%). 
NTPC currently produces 25 billion units of electricity per month. The company operates their stations at a level of efficiency that exceeds the average in India based upon availabil-
ity factor and average plant load factor (PLF). They have developed a long term technology roadmap for the induction of high efficiency equipment including supercritical and ultra-

supercritical machines at their new plants. Over the years, the share of coal-based thermal capacity of NTPC out of total capacity of coal-based thermal plants in India has in-
creased. Besides, it is well diversified in terms of customer base, type of fuel used for generation and geographical spread of its capacity. 
Renewables- plans to add 60GW capacity by FY32 

NTPC is betting big on renewables with a long term capacity addition target of 60 GW by 2032 (vs 1.1GW in FY21), which was earlier pegged at 30 GW. Also, in the medium term, 
NTPC expects to have a cumulative capacity to the tune of 3 GW in FY22, 8GW in FY23 and 15GW by FY24E. NTPC is confident of achieving commercial capacity addition of 6 
GW (both solar, thermal) in FY22. Management has provided robust guidance for growth in regulated equity, which makes us optimistic about strong earnings growth for NTPC 
over the next couple of years. 
Valuation and Outlook 

NTPC’s consistently healthy operating performance with its plant load factor (PLF) remaining higher than all India average PLF. The company maintains robust profitability on the 
back of firm long-term power purchase agreements (PPAs) backed by a cost-plus tariff structure, thereby ensuring adequate recovery of return on equity for the thermal/ hydro 
plants and long-term fuel supply arrangements for its projects. We derive comfort from NTPC’s risk averse regulated business model, which provides earnings visibility as robust 
commercialization would drive strong growth in regulated equity base. On the valuation front, we valued the company based on a 9.5x P/E multiple of FY24E and recommend a 
BUY rating on this stock with a price target of INR185. 
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 137-123 

Target price (INR) 185 

Investment Horizon Till Next Diwali 

BSE code 532555 

NSE Symbol NTPC 

Bloomberg NTPC IN 

Reuters NTPC.BO 

Key Data  

Nifty 17,857 

52WeekH/L(INR) 152/83 

O/s Shares (mn) 9,696 

Market Cap (INR bn) 1,333 

Face Value (INR) 10 

Average volume  

3 months 15,887,310 

6 months 17,566,330 

1 year 26,117,220 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 

NTPC Ltd  BUY 

Sector : Power 

Key Financials 

YE March (INR in mn)  FY20   FY21   FY22E   FY23E   FY24E  
Revenue 10,85,116 11,15,312 12,07,882 13,21,423 14,53,566 

Revenue Growth (Y-oY) 9.2% 2.8% 8.3% 9.4% 10.0% 

EBIDTA 3,15,359 3,39,738 3,41,831 3,81,891 4,25,895 

EBIDTA Growth (Y-o-Y) 40.3% 7.7% 0.6% 11.7% 11.5% 

Net Profit 1,16,002 1,46,346 1,40,114 1,62,535 1,88,964 

Net Profit Growth (Y-o-Y) (15.6%) 26.2% (4.3%) 16.0% 16.3% 

Diluted EPS 12.0  15.1  14.4  16.8  19.5  
Diluted EPS Growth (Y-o-Y) (15.6%) 26.2% (4.3%) 16.0% 16.3% 

Key Ratios 

EBIDTA margin (%) 29.1% 30.5% 28.3% 28.9% 29.3% 

NPM (%) 10.7% 13.1% 11.6% 12.3% 13.0% 

RoE (%) 9.8% 11.6% 10.2% 10.8% 11.4% 

RoCE (%) 9.9% 10.5% 10.2% 11.0% 11.7% 

Valuation Ratios 

P/E (x) 11.5x 9.1x 9.5x 8.2x 7.0x 

EV/EBITDA 10.5x 9.6x 9.5x 8.5x 7.6x 

P/BV (x) 1.1x 1.1x 1.0x 0.9x 0.8x 

Market Cap. / Sales (x) 1.2x 1.2x 1.1x 1.0x 0.9x 



 

 

Company Background 

Sudarshan Chemical Industries Limited (SCIL) is a globally renowned pigment player, largest in India, manufacturing a wide range of Organic and Inorganic Pigments and mica 
based effect Pigments. The company was established in 1952 and remained domestic focused till 2006. The company entered into a JV with Dainippon Ink Corporation (DIC) in 
1990 which lasted till 2006 after which Sudarshan went global, establishing a footprint in North America and Europe. Currently , SCIL exports to more than 85 countries and has a 
sales presence in North America, Europe, China, Latin America and Japan. The company has two manufacturing facilities in Roha and Mahad along with four R&D laboratories, 
including a newly established one in Germany. 
Investment Rationale 

Significant presence in global pigment market with a long track record  
The company operates in various segments in the industry and has a presence in the azo, phthalocyanine, high-performance pigments, inorganic pigments and effect pigments 
markets. According to the company, none of its domestic competitors has a presence across all the segments. Consequently, SCIL dominates the Indian pigment industry, with 
around 30-35% market share. Additionally, it is also the third-largest player globally (post the acquisition of BASF's pigment division by DIC Corp.), with a market share of 3%-3.5% 
in organic pigments. With the top two players, BASF and Clariant AG, deciding to exit the pigments segment, SCIL’s global market position is likely to improve. Furthermore, SCIL 
caters to a diverse set of end-user industries, comprising coatings (decorative/auto/industrial), plastics, inks (packaging) and cosmetics. For the last decade, SCIL has been aggres-
sively expanding into international markets. SCIL’s export revenue share has grown in the last five years from 22% in FY17 to 49% in FY21. We expect higher growth to continue in 
the international markets supported by new product launches, increasing capacity and global expansion over the medium to long term.  
Capex program to drive future growth and bring in EBITDA improvement  
The company started its capex cycle in FY17 with a plan to invest INR 10bn over five years, with the majority portion used to target growth while the rest used to improve margins. 
The capex is mainly focused on: Expanding capacities at Roha and Mahad plants, new product launches, cost improvement and value chain integration projects. Over INR 6bn of 
capex was initiated in FY20, which will be fully implemented by FY22, witnessing a few months’ delays due to covid-19 pandemic. Multiple projects which are now in the final stage 
of implementation are likely to get commercialized soon, which is expected to boost revenue growth with the realization of the full potential of the capex should be over three years. 
The company expects to derive an INR 10-12bn addition in the top line at peak utilization of the new capex. After this capex, SCIL's product portfolio will become comparable to the 
top three global players. Further, aiming to enhance the share of higher-margin/realization speciality product categories such as high-performance azo pigments, cosmetics and 
pigment dispersions should benefit the company to improve EBITDA. 
Valuation and Outlook 

SCIL aiming to enhance the share of higher-margin/realization speciality product categories such as high-performance azo pigments, cosmetics and pigment dispersions should 
benefit the company to improve EBITDA. Recent capex and product portfolio expansion coupled with China +1 strategy act as strong tailwinds for the company with opportunities to 
increase market share.  We foresee 16.9% revenue CAGR, 191bps margin expansion, and 26.2% growth in earnings over FY21-24E on the back of healthy demand, market share 
gain, huge CAPEX, the rising proportion of high-margin products and cost optimisation, resulting from backward integration. We believe the stock to witness gradual re-rating on the 
back of a better product pipeline and improved return ratios. We recommend a 'BUY' rating on the stock with a target price of INR 819 per share, valuing the company at 20x FY24e 
earnings. 
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 580-522 

Target price (INR) 819 

Investment Horizon Till Next Diwali 

BSE code 506655 

NSE Symbol SUDARSCHEM 

Bloomberg SCHI IN 

Reuters SDCH.BO 

Key Data  

Nifty 17,857 

52WeekH/L(INR) 792/431 

O/s Shares (mn) 67 

Market Cap (INR bn) 40.1 

Face Value (INR) 2 

Average volume  

3 months 7,17,380 

6 months 6,57,510 

1 year 4,53,860 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 

Sudarshan Chemical Industries Ltd. BUY 

Sector : Chemical 

Key Financials 

YE March (INR. In mn)  FY20   FY21   FY22E   FY23E   FY24E  
Revenue 17,086 18,641 20,924 25,295 29,761 

Growth (Y-oY) 2.1% 9.1% 12.2% 20.9% 17.7% 

EBIDTA 2,477 2,800 3,085 3,950 5,037 

Growth (Y-oY) 16.8% 13.0% 10.2% 28.0% 27.5% 

Net Profit 1,445 1,411 1,511 2,091 2,836 

Growth (Y-oY) 7.0% (2.4%) 7.1% 38.4% 35.7% 

Diluted EPS 20.9  20.4  21.8  30.2  41.0  
Growth (Y-oY) 7.0% -2.4% 7.1% 38.4% 35.7% 

Key Ratios 

EBIDTA (%) 14.5% 15.0% 14.7% 15.6% 16.9% 

NPM (%) 8.5% 7.6% 7.2% 8.3% 9.5% 

RoE (%) 21.8% 21.0% 19.0% 22.6% 25.8% 

RoCE (%) 14.6% 14.8% 15.4% 17.6% 22.1% 

Valuation Ratios 

P/E (x) 31.6x 32.3x 30.2x 21.8x 16.1x 

EV/EBITDA 20.2x 18.0x 16.1x 12.5x 9.7x 

P/BV (x) 7.6x 6.1x 5.4x 4.6x 3.8x 

Market Cap. / Sales (x) 2.7x 2.4x 2.2x 1.8x 1.5x 



 

 

Company Background 

Transpek Industry Limited (hereafter referred to as TIL), founded by Govindji Shroff was started in 1965. It was incorporated as a public limited company in 1978. It has indigenous-
ly developed processes for chlorinated chemicals like Thionyl Chloride and Chloro Acetyl Chloride. The company caters to various industries such as Polymers, Plastics, Pharma-
ceuticals, Agrochemicals, Dyes and Pigments. TIL has a total installed capacity of 66,000 MT per annum with a manufacturing facility located at Ekalbara district Vadodara. More 
than 75% of the revenue comes from exports  
Investment Rationale 

Shift from low margin to high margin products 

TIL has scaled up the production of Acid Chloride since 2015, where the company receives a high margin. TIL has started manufacturing value-added products like Terephthaloyl 
Chloride (TPC ) and Isophthaloyl Chloride (ISL) using Thionyl Chloride. The acid chloride products are supplied to a wide variety of end-user industries such as Surfactants, Spe-
cialty Chemicals, Agrochemical, Dyes, Polymers and Pharma Sector. The strength of TIL’s R & D is evident from the fact that it has developed the manufacturing technology for all 
of its existing products in-house. Superior operating efficiency, sustainable product process, customer satisfaction and increased focus on improving process capabilities would be 
key growth drivers for the company in the medium to long term. Going forward, TIL would focus on more value-added products to drive its profitability. 
Long term contracts with customers to provide stability + growth 

 In 2017, TIL executed a long term supply agreement with global chemical giant (MNC) for 10 years. The company started supplying under a long term supply agreement in 2018 
and became a significant global player in acid chlorides. As per our understanding, the company supplies two monomers (isophthaloyl chloride and terephthaloyl chloride) to this 
MNC client. These monomers are converted into polymers which are used for the manufacturing of end products such as bullet proof jackets, brake and clutch pads for Formula 
One racing Cars, High-End Consumer Cars, Aircraft Components, Civil or Military Aircraft Body Parts, the Space program and also in the construction of high rise buildings. As per 
management, the company is in advanced discussion with a few of its customers to sign 2-3 years supply contracts for its existing and new products. We believe the rising adoption 
of the "China plus one" strategy by various global MNCs augurs well for future growth opportunities of chemical companies like TIL.  
Valuation and Outlook 

We expect significant revenue growth with steady profitability, aided by volume recovery in the long-term supply contract (Polymer segment) and new product launches in the phar-
maceutical segment. Additionally, we believe the rising adoption of the ‘China plus one’ strategy by various global MNCs augurs well for future growth opportunities of chemical 
companies like TIL. Considering the expected strong recovery in revenue/profitability, healthy balance sheet with improving return ratios, we are optimistic about the company's 
long-term growth prospects. We foresee 37.2% revenue CAGR, 607bps margin expansion, and 86.1% growth in earnings over FY21-23E. At the CMP (INR 2,220), the stock trades 
at 14.7x FY23e EPS and 9.3x EV/EBITDA. We recommend BUY rating on the stock, with a price target of INR 3,016, based on 20x FY23e EPS.  
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 2,191-2,000 

Target price (INR) 3,016 

Investment Horizon  Till Next Diwali  

BSE code 506687 

NSE Symbol — 

Bloomberg TPI IN 

Reuters TSPK.BO 

Key Data  

Nifty 17,857 

52WeekH/L(INR) 2,599/1,298 

O/s Shares (mn) 5.4 

Market Cap (INR bn) 12.2 

Face Value (INR) 10 

Average volume  

3 months 8,640 

6 months 9,870 

1 year 8,780 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 

Transpek Industry Ltd. BUY 

Sector : Chemical 

Key Financials 

YE March (INR. In mn)  FY19   FY20   FY21  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) 18.6x 16.8x 52.5x 23.4x 14.5x 

EV/EBITDA 11.5x 11.0x 27.0x 14.0x 9.2x 

P/BV (x) 3.9x 3.6x 3.2x 2.9x 2.4x 

Market Cap. / Sales (x) 2.1x 2.2x 3.6x 2.4x 1.8x 



 

 

Company Background 

Trent Limited is a part of the retail venture of the Tata Group. With a store presence of about 400 stores as on March 31, 2021 (339 stores as on March 31, 2020), Trent operates 
through eight different store concepts. These include a) fashion retailing through owned formats of Westside, Zudio, Utsa, and Zara and Massimo Dutti through alliances/
associations with Inditex Group, Spain (with share of Trent being 49%), b) family entertainment store, Landmark, which is engaged in retailing of toys, gadgets, stationery and 
books, c) grocery retailing though Star Stores, via its 50% joint venture - Trent Hypermarket Private Limited and d) Booker wholesale, which operates cash and carry stores. 

Investment Rationale 

Strong parentage of Tata Group and robust financial profile 

Trent is the retail hand of the USD $100 billion Tata group, and thus enjoys strong backing and liquidity infusion from the parent. Tata sons had infused INR. 950 crores in Trent in 
FY2020 and the company will continue to receive support. Also, Trent is managed by experienced professionals with an established track record in the industry.  The company has 
a strong financial profile as well with sufficient liquidity. It had cash and liquid investments of Rs. 816 crores and total debt of INR 300 crore as of March 21. The company’s opera-
tions were significantly impacted by covid led lockdowns, however is now on a road to recovery. 

Established brand, diversified geographic presence and product offerings 

Trent is one of the leading retail players in India with an established track record. As of March 21, the company operates 400 stores in 90 cities domestically, thus having a diversi-
fied presence across major states in the country. It operates in various segments such as footwear, beauty products, apparel,  food, etc under brands such as Westside, Zudio, 
Landmark, zara. It’s flagship brand Westside develops and sells in-house brands thus having control over the entire value chain.  It accounted for over 75% of the company’s reve-
nues in FY21 operating through 174 stores in the country. 

Valuation and Outlook  
The company’s long term goal is to establish and scale up in house brands, like Westside and Zudio which are sustainable business models. The company has also been expand-
ing brand reach by opening new stores. The pandemic led lockdown had disrupted company operations however, it is recovering faster post the second wave, having focused on 
cost optimization and control. Overall the current scenario is positive and we expect a strong recover in the medium-term led by its proven track record, trusted brand and quality 
product portfolio. On valuation front, we recommend a BUY on this stock assigning a EV/EBITDA multiple of 42x of FY24 EBITDA implying a target price of INR 1,315.  
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Stock  

Recommendation 
Buy at CMP and 

add on dips  

Buying Range (INR) 1,005-905 

Target price (INR) 1,315 

Investment Horizon Till Next Diwali 

BSE code 500251 

NSE Symbol TRENT 

Bloomberg TRENT IN 

Reuters TREN,BO 

Key Data  

Nifty 17,857 

52WeekH/L(INR) 1208/587 

O/s Shares (mn) 352 

Market Cap (INR bn) 360 

Face Value (INR) 1 

Average volume  

3 months 9,82,990 

6 months 9,38,380 

1 year 1,037,370 

Share Holding Pattern (%) 

Relative Price Chart 

Source: Company,  BP Equities Research 

Trent Ltd. BUY 

Sector : Retail 

Key Financials 

YE March (INR. In mn)  FY20   FY21   FY22E   FY23E   FY24E  
Revenue 34,860 25,930 37,598 51,509 61,811 

Growth (Y-oY) 32.5% (25.6%) 45.0% 37.0% 20.0% 

EBIDTA 5,566 1,840 6,016 8,757 11,126 

Growth (Y-oY) 130.4% (66.9%) 226.9% 45.6% 27.1% 

Net Profit 1,229 -1,462 1,504 2,575 4,327 

Growth (Y-oY) 26.7% (219.0%) (202.9%) 71.3% 68.0% 

Diluted EPS 3.5  (4.1) 4.2  7.2  12.2  
Growth (Y-oY) 26.7% (219.0%) (202.9%) 71.3% 68.0% 

Key Ratios 

EBIDTA (%) 16.0% 7.1% 16.0% 17.0% 18.0% 

NPM (%) 3.5% -5.6% 4.0% 5.0% 7.0% 

RoE (%) 5.1% -6.3% 6.2% 9.6% 14.0% 

RoCE (%) 20.7% 7.0% 21.9% 29.4% 32.8% 

Valuation Ratios 

P/E (x) 290.8x -244.4x 237.6x 138.7x 82.6x 

EV/EBITDA 64.6x 195.3x 59.7x 40.9x 32.1x 

P/BV (x) 15.0x 15.4x 14.6x 13.3x 11.6x 

Market Cap. / Sales (x) 10.2x 13.8x 9.5x 6.9x 5.8x 
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