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Market snapshot dﬂ|]|] Today’s top research idea
Equities-Indla _ Close  Chg-% CVID%  Gjemens: Gaining from strong demand and margins
Sensex 73,105 0.5 1.2 n . - - -
Nifty-50 22218 0.5 25 < SIEM’s 2QFY24 reSL‘Ilt was aheaFI of our estl‘mates, aided by a strong margin
) performance and higher other income leading to a sharp beat on PAT. The
Nifty-M 100 50,225 1.0 8.8 ) .
— company reported revenue/PAT growth of 18%/70% YoY in 2QFY24. Margin
Equities-Global Close Chg.%  CYTD.% . . . . .
outperformance was driven by an improved revenue mix, pricing gains and
S&P 500 5,247 0.5 10.0 .
d productivity measures taken by the company
Nasdag 16,511 08 10.0 ¢ SIEM aims to maintain margins at higher levels amid a strong demand scenario,
FTSE 100 8,428 0.2 9.0 along with productivity measures. Order inflows stood at INR51.8b, down 13%
DAX 18,716 01 1.7 QoQ, due to delays in finalization. However, the enquiry pipeline remains
Hang Seng 6,741 -0.3 16.9 strong.
Nikkei 225 3835 05 146 & SIEM continues to benefit from a strong demand environment, especially in
Commodities Close  Chg.%  CYTD.% transmission, data center, EV, railways, semiconductor, electronics and
Brent (US$/Bbl) 81 -1.9 3.8 hydrogen. It has planned a capex of INR5b for GIS and metros to capitalize on
Gold ($/0z) 2,358 0.9 14.3 domestic and export demand.
Cu (USS/MT) 10,008 -0.7 18.2 +«+ SIEM has also approved the demerger of its energy segment into a separate
Almn (US$/MT) 2,496 0.0 6.4 entity, which will be listed by CY25-end. We raise our estimates for
Currency Close Chg.% CYTD.% FY24/FY25/FY26 by 17%/18%/26% primarily to factor in higher margin. We
USD/INR 83.5 0.0 0.4 reiterate our BUY rating with a revised TP of INR7,800 (from INR6,050), based
USD/EUR 11 0.3 2.0 on 65x Sep’26E EPS.
usD/JpPY 156.4 0.1 10.9
YIELD (%) Close  1MChg CYTDchg Research covered
10 Yrs G-Sec 7.1 -0.01 0.1
10 Yrs AAA Corp 7.5 -0.01 -0.2 Cos/Sector Key Highlights
Flows (USD b) 14-May  MTD CYTD Siemens Gaining from strong demand and margins
Flis 05 -3.44 -2.7 DLF Muted bookings in 4Q; pipeline remains strong
Dlls 0.42 3.60 21.5 : - : :
Union Bank of India Business growth on track; RoA to sustain at >1%
Volumes (INRb) 14-May MTD* YTD* b findia | i |
Tube Investments of India | J K Cement | Devyani Internationa
Cash 975 1129 1176
a Other Updates | PVR-Inox | Bharti Airtel | Shree Cement | Colgate | Apollo
F&O 3,83,204 3,40,081 3,83,994

Note: Flows, MTD includes provisional numbers.

*Average

Tyres | V-Mart Retail | Repco Home Finance | EcoScope

m Chart of the Day: Siemens (Gaining from strong demand and margins)
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Investors are advised to refer through important disclosures made at the last page of the Research Report.

Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital.



MoTiLar Oswar | M- g In the news today

Fed policy rate to stay at 2-
decade high-mark, US
inflation may not drop
significantly in 2024: Powell
Powell said he felt it is unlikely
that the Fed would raise interest
rates again, restating the central
bank will be patient and allow the
current policy rate to have its full
impact.

Cipla promoters to sell up to
2.53% for Rs 2,637 crore

The move, days after the
company posted its best annual
results, has triggered speculation
that more such transactions
could be in the offing. The
collapse of the $7 billion sale last
year after lengthy negotiations
had reportedly led to divisions
within the family, according to
people with knowledge of the
matter.

April car sales growth
moderates on high base

A high base due to the strong
growth in the last two years
weighed on the year-on-year
comparison, resulting in the
tepid pace of growth in April.
Though the growth rate
moderated in April, it was the
fourth consecutive month in
CY24 when sales volume in the
local market set a new record

Q Kindly click on textbox for the detailed news link

Reliance eyes bigger piece of
FMCG pie

Consumer products arm aims to
have 10-mn strong merchant
base in 5 years

NCLAT lifts lien on IL&FS
Transportation

NCLAT orders lifting of lien on
ITNL's account, deeming
Maharashtra tax department's
attachment contrary to previous
decision. PNB seeks interim
distribution of Rs 12 crore from
ITNL's account towards debt,
allowing IL&FS board to consider
fund distribution

Nayara Energy to invest Rs
600 crore to set up two
ethanol plants

The total investment in the
project is about $750 million.

Devyani International, PVR
INOX announces strategic
partnership for operating
food courts in shopping malls
The partnership will empower
Devyani International and PVR
INOX to reach a wider audience
and expand their market
presence.
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2QFY24 Results Update | Sector: Capital Goods

Siemens

Estimate changes

TP change
Rating change

1
1
-

CMP: INR6,660 TP: INR7,800 (+17%) Buy

Gaining from strong demand and margins

Bloomberg SIEM IN
Equity Shares (m) 356
M.Cap.(INRb)/(USDb) 2371.9/28.4
52-Week Range (INR) 6702 / 3246
1, 6, 12 Rel. Per (%) 21/81/50
12M Avg Val (INR M) 1543
Financials Snapshot (INR b)

Y/E SEP FY24E FY25E FY26E
Net Sales 2329 280.0 3373
EBITDA 33.9 42.6 53.3
PAT 28.3 34.2 42.7
EPS (INR) 79.5 96.1 119.9
GR. (%) 44.3 20.9 24.8
BV/Sh (INR) 426.4 497.4  586.1
Ratios

ROE (%) 20.0 20.8 22.1
RoCE (%) 19.8 20.6 22.0
Valuations

P/E (X) 83.7 69.3 55.5
P/BV (X) 15.6 13.4 114
EV/EBITDA (X) 66.8 52.6 41.6
Div Yield (%) 0.3 0.4 0.5
Shareholding pattern (%)

As On Mar-24 Dec-23 Mar-23
Promoter 75.0 75.0 75.0
]l 7.4 7.7 8.5
Fll 8.3 7.9 7.0
Others 9.3 9.4 9.5

Fll Includes depository receipts

SIEM’s 2QFY24 result was ahead of our estimates, aided by a strong margin
performance and higher other income leading to a sharp beat on PAT. The
company reported revenue/PAT growth of 18%/70% YoY in 2QFY24. Margin
outperformance was driven by an improved revenue mix, pricing gains and
productivity measures taken by the company. SIEM aims to maintain margins
at higher levels amid a strong demand scenario, along with productivity
measures. Order inflows stood at INR51.8b, down 13% QoQ, due to delays in
finalization. However, the enquiry pipeline remains strong. SIEM continues to
benefit from a strong demand environment, especially in transmission, data
center, EV, railways, semiconductor, electronics and hydrogen. It has planned
a capex of INR5b for GIS and metros to capitalize on domestic and export
demand. SIEM has also approved the demerger of its energy segment into a
separate entity, which will be listed by CY25-end. We raise our estimates for
FY24/FY25/FY26 by 17%/18%/26% primarily to factor in higher margin. We
reiterate our BUY rating with a revised TP of INR7,800 (from INR6,050), based
on 65x Sep’26E EPS.

Strong beat on profitability

Revenue at INR57.5b grew by 18% YoY/19% QoQ. This was driven by robust
growth of 26%/56%/16% in Smart Infra/Mobility/Digital Industries, while the
Energy segment grew by 5% YoY. Gross margin expanded by ~100bp YoY to
32.5%, which, coupled with a reduction in employee costs as a percentage of
sales, led to a ~250bp YoY/290bp QoQ expansion in EBITDA margin to 15.3%.
Consequently, EBITDA at INR8.8b jumped 41% YoY (record high). Driven by
robust other income (+175% YoY due to property sale), PAT surged 70% YoY to
INR8b. Order inflows came in at INR51.8 (not comparable to 2QFY23 which had
a large order worth ~“INR254b). The order book stands at INR462b (+3% YoY).
The company has announced capex worth INR3.33b in Goa for GIS and Clean Air
GIS technologies catering to industries such as data centers, metro rail, oil &
gas, steel, T&D, etc. In Aurangabad, SIEM is investing ~INR1.86b in a state-of-
the-art metro train manufacturing facility. With these two announcements,
along with the earlier announcements for Power Transformers and Vacuum
Interrupters, the cumulative capex has crossed INR10b.

Outlook remains strong across segments

SIEM is witnessing a strong demand environment, driven by government capex,
private capex from PLI schemes, data centers, renewable spending, and
semiconductor. Some government-led projects were deferred during the
quarter, while a major increase in demand was seen in the transmission sector
where the company can capitalize on HVDC projects too. We had highlighted
this in our report on T&D opportunities (ref link) that the near-term prospect
pipeline from CEA approvals jumped to INR1t.
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Demerger of energy division to be completed by CY25-end

SIEM has also approved the demerger of its energy segment into a separate entity,
Siemens Energy India (SEIL), which will be listed by CY25-end. This entity will have a
mirror shareholding and shares will be allotted in a 1:1 ratio. Both companies will be
able to execute their own strategy, with a tailored go-to-market and operational
approach to leverage the full potential of the Indian and export markets. SEIL will
get technology access related to its business from parent Siemens AG. The order
book for the energy business stood at INR97b and revenue was INR60b as of FY23.

Leveraging facilities for export and domestic demand

SIEM is expanding facilities across GIS, metro and transformers to cater to both
domestic and export demand. In the smart infrastructure division, GIS expansion will
initially cater to demand for blue GIS, which will be primarily used for exports. Its
C&S division is already stepping up and doing substantial exports. For the mobility
division, metros and bogey factory will emerge as global hubs and will be used for
exports to Australia, the Middle East and Asia. The company will also use the
upcoming transformer facility for both export and domestic demand. The improving
share of exports will also boost margins for SIEM.

Financial outlook

We raise our estimates for FY24/FY25/FY26 by 17%/18%/26% primarily to factor in
higher margin. We expect a CAGR of 20%/29%/30% in revenue/EBITDA/PAT over
FY23-26. We believe that the company is one of the beneficiaries of opportunities
from investments in railways, T&D, data center and industrial activity.

Valuation and view

The stock is currently trading at a P/E of 69.3x/55.5x on FY25E/FY26E. We remain
positive on SIEM, as the company is a direct play on the transmission and HVDC-
related spending over the next few years. It is also rightly positioned to capture the
railway-related opportunities. We value the stock at 65x Sep’26E EPS and maintain
our BUY rating with a revised TP of INR7,800 (INR6050 earlier).

Consolidated - Quarterly Earnings Model (INR m)
Y/E September FY23 FY24E FY23 FY24E FY24E Est
INRm 1Q 2Q 3Q 4Q 1Q 2Q 3QE 4QE 2QE Var (%)
Net Sales 40,151 48,578 48,732 58,077 48,252 57,499 59,318 72,249 1,95,538 2,32,928 57,165 1
YoY Change (%) 17.4 22.8 14.4 24.7 20.2 18.4 21.7 24.4 21.2 19.1 17.7
Total Expenditure 34,159 42,366 43,067 51,075 42,291 48,717 50,169 60,434 1,70,667 1,98,734 49,897
EBITDA 5,992 6,212 5,665 7,002 5,961 8,782 9,149 11,815 24,871 34,194 7,269 21
Margins (%) 14.9 12.8 11.6 12.1 12.4 15.3 15.4 16.4 12.7 14.7 12.7
Depreciation 761 785 876 786 785 800 876 825 3,208 3,338 851 -6
Interest 37 99 43 49 34 313 37 37 228 420 65 384
Other Income 1,017 1,166 1,324 1455 1641 3,210 1,564 1,564 4,962 7,979 1,566 105
PBT before EO expense 6,211 6,494 6,070 7,622 6,783 10,879 9,800 12,517 26,397 38,415 7,919 37
Extra-Ord expense 0 0 0 0 0 0 0 0 -1 0 0
PBT 6,211 6,494 6,070 7,622 6,783 10,879 9,800 12,517 26,398 38,415 7,919 37
Tax 1,584 1,776 1,513 1905 1,726 2,851 2,519 3,584 6,778 9,864 2,035
Rate (%) 25.5 27.3 24.9 25.0 25.4 26.2 25.7 28.6 25.7 25.7 25.7
Reported PAT 4,627 4,718 4,557 5,717 5,057 8,028 7,281 8,933 19,620 28,551 5,884 36
Adj PAT 4,627 4,718 4,557 5,717 5,057 8,028 7,281 8,933 19,619 28,551 5,884 36
YoY Change (%) 86.8 38.8 50.6 49.8 9.3 70.2 59.8 56.3 55.5 45.5 24.7
Margins (%) 11.5 9.7 9.4 9.8 10.5 14.0 12.3 12.4 10.0 12.3 10.3
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DLF

Estimate change ) CMP: INR839 TP: INR850 (+1%) Neutral

TP ch T T -
chanee Muted bookings in 4Q; pipeline remains strong
Targeting INR170b bookings in FY25

Rating change

Bloomberg pLiFuin @ DLF witnessed moderation in pre-sales to INR14.6b in 4QFY24, down 83%
Equity Shares (m) 2475 YoY/84% QoQ (48% below estimate) due to the lack of key project
M.Cap.(INRb)/(USDb) 2076.9/24.9 launches. In FY24, the company achieved bookings of INR148b, flat YoY.
i,z_s\,lvlezeg;?gif ((l/oN)R) ?2?2/41/‘32 B The management plans to launch INR360b worth of projects across the
12M Avg Val (INR M) 3177 super luxury/premium segments in FY25 and has guided for INR170b of
bookings. Moreover, the company has identified a pipeline of over INR950b
Financials & Valuations (INR b) for the next three-four years. Hence, we expect DLF to report a 25% CAGR
Y/E Mar FY24  FY25E  FY26E in pre-sales over FY24-26 to INR230b.
Sales 64.3 73.8 79.6 m Cash flow performance — Collections increased 14% YoY to INR22b, while
EBITDA 212 26.7 305 OCF was flat at INR11b due to higher construction spending. In FY24, DLF
EBITDA (%) 33.0 36.2 38.3
PAT 272 368 396 collected INR83b and generated OCF of INR42b.
EPS (INR) 11.0 14.9 16.0 W P&L performance —4Q revenue came in at INR21b, up 47% YoY (in line).
EPS Gr. (%) 63.8 30.3 45.3 EBITDA increased 89% YoY to INR7.5b (in line) as margin expanded 800bp

sV{_Sh' (INR) 2210 2375 2555 to 35%. DLF reported PAT of INR9.2b, up 62% YoY and 11% above our
atios

Net D/E 0.0 01 01 estimate, largely driven by higher other income.

Ezié@) Z; Z:g z:fl) DCCDL: Rental run rate to ramp up to INR60b by FY25 end

Payout (%) 273 20.2 18.8 M Rental income in DCCDL’s commercial portfolio increased by 7% YoY to

Valuations INR11b, driven by a 13% rise in retail income. Office rentals grew 5% YoY.

P/E(x) 76.3 56.5 52.5 In FY24, the company earned rental income of INR43b, up 9% YoY, It

:@\E/élXT)DA x) 9223 722 62:2 expects rental income to ramp up to INR60b by FY25 end.

Div Yield (%) 0.4 0.4 0.2 B Occupancy in the non-SEZ portfolio stood at 97%. In SEZ assets, occupancy
inched up to 86% from 84% in 3Q. The overall occupancy stood at 92% in

Shareholding pattern (%) DCCDL'’s office portfolio and 97% in its rental portfolio.

As On Mar-24 Dec-23Mar-23 m  Rental income for two towers (2.3msf) at Downtown Chennai will ramp up

Promoter 74.1 74.1 75.0

from 1QFY25 and it will ramp up for the pre-leased Standard Chartered

DIl 4.8 5.5 5.2 . .
il 165 158 147 tower (1msf) from 1QFY26. Similarly, tower 4 at Downtown Gurugram will
Others 4.6 47 52 also contribute to rentals from 1QFY26.

Key takeaways from the management interaction

B Launches: The pipeline has increased to INR360b (vs. INR295b in 3QFY24)
and includes the 2" phase of Privana (already launched in 1QFY25), Goa
(2Q), a super luxury project in DLF 5 (3Q) and the 3 phase of Privana,
along with the Mumbai project in 4QFY25.

B Land acquisition: The recently acquired land is in Sector 61, Gurugram,
where the company did not have much presence, except for the Arbour
project. Moreover, the land will cost the company less than INR2500/sft,
which would make the project very profitable. The company is not
evaluating the Dwarka expressway (Gurugram) market.

B The new project in Mumbai has a large development potential of over
4msf; hence, there is no immediate need for new acquisition.

m  Cash flow: The company aims to grow collections by 15% in FY25. It has
surplus cash of INR20b (excluding INR40b locked in RERA escrow), of which
INR10b will be utilized for debt repayment.
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Valuation and view: Growth trajectory intact but already priced in

B DLF’s vast land reserves continue to offer growth visibility. However, our
assumption of a 12-13-year monetization timeline for its remaining 160msf of
land bank (including TOD potential) adequately incorporates this growth.

B We estimate an 8-10% CAGR in prices across its key markets of Gurugram, New
Gurugram, Delhi, and Chandigarh. Based on the above assumptions, we value
the land at INR1109b. The current valuation already implies INR1162b of value
for its land, indicating limited upside potential. We Maintain Neutral stance with
TP of INR850.

Strong launch pipeline to help DLFU maintain sales momentum

FY23 FY24 FY23 FY24 FY24E Variance
Y/E March
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 4QE (%/bp)
Gross Sales 14,416 13,023 14,948 14,561 14,232 13,477 15,213 21,348 56,948 64,270 22,758 -6
YoY Change (%) 26.5 -12.1 -3.5 -5.9 -1.3 3.5 1.8 46.6 -0.4 12.9 56.3
Total Expenditure 10,280 8,657 10,176 10,577 10,271 8,853 10,103 13,807 39,690 43,034 15,516
EBITDA 4,137 4,367 4,772 3,984 3,962 4,624 5,110 7,541 17,259 21,236 7,242 4
Margins (%) 28.7 33.5 31.9 27.4 27.8 34.3 33.6 35.3 30.3 33.0 31.8 350bps
Depreciation 373 367 386 360 364 370 380 367 1,486 1,480 453
Interest 1,052 1,069 954 846 849 902 837 977 3,921 3,565 907
Other Income 747 582 659 1,196 985 1,287 1,223 1,819 3,173 5313 1,103
PBT before EO expense 3,458 3,512 4,090 3974 3,734 4,639 5,115 8,016 15,024 21,505 6,985 15
PBT 0 0 0 0 0 0 0 0 0 0 0
Tax 3,458 3,512 4,090 3974 3,734 4,639 5,115 8,016 15,024 21,505 6,985 15
Rate (%) 876 910 1,104 1,225 1,014 1,122 1350 1,715 4,015 5,201 1,665
MI & Profit/Loss of Asso. Cos. 25.3 25.9 27.0 28.3 27.2 24.2 26.4 21.4 33.2 24.2 23.8
Reported PAT 2,111 2,169 2,203 2,848 2,541 2,701 2,792 2,897 9,330 10,931 2,959
Adj PAT 4,692 4,772 5,189 5,696 5,261 6,219 6,557 9,198 20,340 27,235 8,279 11
YoY Change (%) 4,692 4,772 5,189 5,696 5,261 6,219 6,557 9,198 20,340 27,235 8,279
Margins (%) 39.2 25.9 -16.7 40.5 12.1 30.3 26.4 61.5 16.6 33.9 45.3
Operational Metrics
Residential
Pre-sales 20 21 25 85 20 22 90 15 151 148 28 -48
Collections 11 13 14 19 16 24 25 22 57 87 33 -34
Net Debt 23 21 21 7 1 -1 -12 -15 7 -15 -12

Source: Company, MOFSL
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Union Bank of India
S T ots CMP: INR134 TP: INR165 (+23%) Buy
Business growth on track; RoA to sustain at >1%
Asset quality outlook remains positive
U Union Bank
of India We attended the analyst meet hosted by the entire top management team of Union
stock Info Bank (UNBK). The management emphasized the bank's efforts in delivering profitable
Bloomberg UNBKIN growth while continually making investments in the business and enhancing the
Equity Shares (m) 7634 technological capabilities of the bank. Management has conservatively guided FY25E
M.Cap.(INRb)/(USDb) 1020.2/12.2 NIMs of 2.8-3.0%, while RoA will be healthy at >1%. Following are the key takeaways
52-Week Range (INR) 163 /68 from the meet:
1, 6, 12 Rel. Per (%) -9/5/66 .
12M Avg Val (INR M) ,728 Loan growth to remain healthy at 10-12%
Free float (%) 25.2  UNBK is experiencing robust loan growth, driven by sustained momentum in Retail,
Agriculture, MSME, Corporate, and Overseas lending segments. Additionally, there is
57:::;?;5";"““:\((2"? ':LZSE V26E a notable increase in demand for education loans. The bank anticipates a credit
NIl 3657 3865 4205 8rowthof~10-12% in FY25, supported by strong credit demand. Presently, the bank
oP 282.1 299.4 335.6 hasa healthy corporate pipeline of INR300b under discussion, along with around
NP 136.5 158.6 180.5 |NR400b already sanctioned and prepared for disbursement. The bank foresees its
E:;A(l(ONAF)() 1;:3 23:2 2;:? deposit base growing healthily at a rate of 9-11%, bolstered by retail deposits via
EPS Gr. (%) 5209 101 13.8 CASAand retail TDs. With a current CD ratio of 71%, the bank has mechanisms in
BV/Sh. (INR) 123 139 159 place to further boost loan growth, aiming for a CD ratio within the range of 75-77%.
ABV/Sh. (INR) 112 130 149 Moreover, the bank holds excess SLR reserves amounting to INR700b, which can be
ROE (%) 167 163 16.3 . . N
RoA (%) 1.0 11 11 utilized to enhance credit availability.
Valuations
P/E(X) 7.5 68 60 Margin outlook steady; NIM to be at 2.8-3.0% on a conservative basis
E;i\éx)x) 1; 1(1) (1):2 Although management has taken a cautious stance regarding NIM guidance, the

Shareholding pattern (%)

As On Mar-24 Dec-23 Mar-23
Promoter 74.8 77.0 83.5
DIl 12.6 12.3 8.3
Fll 6.8 4.0 1.7
Others 5.9 6.8 6.6

Fll Includes depository receipts

Stock’s performance (one-year)
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bank possesses various mechanisms to optimize its margins. The bank forecasts
margins in the range of approximately 2.8-3.0%. Despite a repo rate increase of
250bp, the bank has implemented only ~155bp of this increase, retaining flexibility
to utilize the remainder when necessary. Additionally, the bank aims for a dummy
interest of ~INR30b, which could contribute positively to margins in the future.
Combined with the potential for further enhancement in the CD ratio, these factors
could provide additional support to margins in FY25.

Limited impact from the RBI’s draft circular on project finance

UNBK maintains a limited exposure to project finance loans. Out of its total
corporate exposure of INR4.07t, only 28% is attributed to project loans, with 68%
of this portion linked to completed projects. Consequently, only 32% of project
loans are subject to provisioning requirements, leading the bank to anticipate
minimal impact. Nevertheless, the bank remains in communication with the
regulator to assess feedback and ascertain the potential provisioning requirement.
The bank plans to transfer any impact to the borrowers and will vigilantly monitor
corporate developments.
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Asset quality robust; recoveries to maintain a healthy run-rate

UNBK's asset quality demonstrates ongoing enhancement, characterized by a
consistent decline in NPA ratios. The bank has effectively contained slippages at 50%
of total recoveries. For FY24, it achieved total recoveries amounting to INR185b and
anticipates a similar figure of ~INR160b in FY25. With a total NPA pool of INR1.23t,
~INR800b is classified as TWO accounts, wherein the bank observes a 7% increase in
recoveries. Currently, the bank is engaged in discussions regarding 11 A/Cs with the
NARCL, aiming to recover INR20 billion in FY25. Encouragingly, the bank foresees
favorable recoveries from ARCs, given the granular and staggered nature of
recoveries witnessed in FY24. Maintaining confidence, the bank expects to sustain
credit costs at their current level, thereby likely remaining below 1%.

Strong focus on profitability with UNBK being the fourth-largest PSU bank
UNBK has consistently demonstrated strong profitability, securing its position as the
fourth-largest PSU in terms of profitability. With one of the lowest C/I ratios in the
industry, UNBK sees potential for further improvement in operational expenditure
by outsourcing certain business functions. Having already met its FY24 targets for
RoA and ROE at 1% and 17%, respectively, UNBK aims to sustain a RoA of over 1% in
FY25. To achieve this, the bank has implemented various initiatives focused on
controlling credit costs, enhancing the CASA ratio, and maintaining robust margins.

Other highlights

m  UNBK anticipates favorable conditions with a good monsoon, supportive Fed
policies, and expected ease in liquidity, which should contribute to sufficient
trading income.

B The bank prioritizes maintaining its profit level without compromising its
revenue. Despite initially forecasting lower guidance, the bank has observed
better-than-expected growth.

B Management is confident that deposit growth will not hinder loan growth.

B Deposit growth was stronger in the first half of the year, while credit growth
remained robust in the second half.

B The bank does not maintain floating provisions and currently has standard asset
provisions.

®  UNBK plans to transition to lower tax rates of 25-27%, which were previously
inflated due to the reversal of DTAs.

B The transition of the mobile banking platform is scheduled for the beginning of
the next financial year.

Valuation and view

UNBK has been reporting a healthy performance, with earnings driven by healthy
revenue, loan growth, and controlled provisions. Fresh slippages have been under
control which, coupled with healthy recoveries and upgrades, have resulted in an
improvement in asset quality ratios. Further, a low SMA book and controlled
restructuring provide a better outlook on asset quality. Loan growth has been
trending well and has been broad-based, with its focus likely to remain on further
credit growth improvement. We estimate loans to grow at ~12% over FY24-26, with
RoA/RoE at 1.1%/16% by FY26. We reiterate our BUY rating with a revised TP of
INR165 (premised on 1x FY26E ABV).
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Tube Investments of India
CMP: INR3,758 TP: INR4,400 (+17%) Buy

Estimate changes l
TP change “
-

Rating change

Miss on operating profit due to higher other expenses
FY25E capex for S/A business is INR5b, while it is INR4.7b for TICMPL

Bloomberg TIINDIAIN ) .

Equity Shares (m) 193 W Tube Investments of India (TIINDIA)’s 4QFY24 result was operationally weak,
M.Cap.(INRb)/(USDb) 726.7/ 8.7 as margin came in at 11.1% (v/s est. 12.7%), mainly due to higher other
52-Week Range (INR) 4163 / 2622 expenses and rising competition in its metal-formed business on the railway
1,6, 12 Rel. Per (%) 8/4/15 side. TIINDIA has further outlined a capex of INR4.7b for TICMPL, expecting
12M Avg Val (INR M) 847

these businesses to be the future growth drivers despite a delay in ramp-up.

) ~a /7070 . .
Consol. Financials & Valuations (INR b) B We cut our FY25E/FY26E consolidated EPS by ~8/7%% to factor in margin

INRb FY24 FY25E  FY26E pressure in the metal-formed business. We value its EV vertical (ex- SCV) at

Sales 168.9  190.8  217.3 INR350 per share in the SoTP after assigning a value to its e-HCV business.

ZE'TB:T 12? i‘z‘é ii; The stock trades at 60x/49x FY25E/FY26E consol. EPS. We reiterate our BUY
j. . . . . . ~ . 5

EPS (INR) 344 623 270 rating with a TP of ~INR4,400 (premised on Mar’26 SoTP).

EPS Gr. (%) -15.1 81.0 23.7  Political contributions result in higher other expenses

iV{_Sh' (INR) 264 317 382 m  TIINDIA’s S/A revenue grew 18% YoY to INR19.6b (vs. est. INR20b), due to
atios

lower-than-est. growth in the engineering /metal-formed businesses, offset

RoE (%) 14.7 21.5 22.0
ROCE (%) 32.8 34.1 35.9 by higher-than-est. growth in the others business vertical.
Payout (%) 10.2 14.9 147  m Gross margin contracted 90bp YoY (+20bp QoQ) to 36.3%.
Valuations m  EBITDA rose 3% YoY to INR2.2b (vs. est. INR2.5b). EBITDA margin
P/E (x) 109.1 60.3 48.8 ) ) _
P/BV (x) 14.2 11.9 9.8 contracted 160bp YoY to 11.1% (vs. est. 12.7%) as other expenses remained
Div. Yield (%) 0.1 0.2 0.3 elevated (grew 150bp YoY as a % of sales). Other expenses were higher on
FCFYield (%)  -0.2 16 21 account of political contributions.
B Further, lower-than-estimated other income was offset by lower tax,

Shareholding pattern (%) leading to adj. PAT declining 9% YoY to INR2.5b (vs. est. INR3.0b).
As On Mar-24 Dec-23 Mar-23 . . oz [20/ I A0
Promoter 451 451 6o ™ During FY24, revenue/EBITDA/adj. PAT rose 5%/5%/4% YoY.
DIl B Revenue from the Mobility business remained flat YoY at INR1.5b. Its PBIT

15.3 14.6 12.3
Fil 28.3 28.8 28.9 margin was -5.7% (vs. -5.6%/-3.2% in 3QFY24/4QFY23 and est. 1%).
Others 11.3 11.5 12.6  m Revenue from the Engineering business grew 22% YoY to INR12.8b. PBIT
Fil Includes depository receipts margin was 12.5% (vs. 12.4%/12.6% in 3QFY24/4QFY23 and est. 13.6%).

B Revenue from the Metal-formed Product business grew 11% YoY to
INR3.9b. Its PBIT margin was 11% (vs. 12.1%/12.9% in 3QFY24/4QFY23 and
est. 10.8%).

B Revenue from the Others business vertical grew 20.5% YoY to INR2.3b. PBIT
margin was 7.5% (vs. 6.3%/5.8% in 3QFY24/4QFY23 and est. 3.9%).

B Consol. business revenue grew 19% YoY to INR44.9b, but EBITDA/Ad]. PAT
declined 9%/16% YoY to INR4.5b/INR2.8b during the quarter.

B The Board declared a final dividend of INR1.5/share for FY24 (the total
dividend for FY24 stood at INR3.5/share, similar to the last year levels).

B S/A’s FY24 FCF stood at INR2.6b (vs. INR4.4b in FY23), mainly due to lower
operating cash flow that stood at INR5.9b (vs. INR6.2b in FY23), despite a
lower capex of INR2.6b (vs. INR4.4b in FY23).

B The Board has approved long-term borrowing up to INR3.5b by way of term
loans or NCDs in one or more tranches in FY25, although it has not decided
anything on the deployment of the same.
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Highlights from the management commentary

Metal-formed business: Despite growing in double digits, which was in line with
the 2W industry growth, the benefits of lower RM costs had to be passed on to
the customers. This limited its revenue growth. As competition has been
mounting on the railway business side, it has affected margins for this business
vertical.

e-SCV: This product is planned to be launched in the next two months (Jul-
Aug’24) and the company is investing INR3.2b for the Chennai manufacturing
facility.

e-3Ws: There was a drop in the primary sales of e-3Ws as there was a transition
from FAME scheme to the new EMPS scheme. TIINDIA has taken a price hike
after it and has taken some cost absorption too.

Valuation and view

TIINDIA offers diversified revenue streams, with strong growth in the core
business (~20% S/A PAT CAGR over FY24E-26E), ramp-up in CG Power, and the
optionality of new businesses incubated under the TI-2 strategy.

The stock trades at 60x/49x FY25E/FY26E consolidated EPS. We reiterate our
BUY rating and a TP of ~“INR4,400 (premised on Mar’26E SOTP; 36x for the
standalone business, valuing listed subsidiaries at a 20% HoldCo discount, and
adding INR350/share for the three EV businesses).

Quarterly performance (S/A) (INR M)
FY23 FY24 FY23 FY24 4QE
Y/E March 1@ 20 3Q  4Q  1q 20 3a _ 4q
Net Sales 19,570 19,059 17,097 16,634 17,801 19,696 18,983 19,624 72,360 76,105 19,975
YoY Change (%) 55.7 14.4 0.5 -4.1 -9.0 3.3 11.0 18.0 13.8 5.2 20.1
EBITDA 2,040 2,512 2,144 2,106 2,160 2,514 2,395 2,171 8,803 9,239 2,530

Margins (%)

10.4 13.2 12.5 12.7 121 12.8 12.6 111 12.2 12.1 12.7

Depreciation
Interest
Other Income

325 346 337 448 331 346 361 370 1,456 1,408 374
36 52 60 68 70 77 74 75 216 295 70
120 145 171 1,717 219 358 137 1,451 2,152 2,165 1,948

PBT before EO expense
Tax

Tax Rate (%)
Adj PAT

YoY Change (%)

1,800 2,258 1,919 3,306 1,979 2,448 2,096 3,178 9,283 9,701 4,034
457 599 542 507 502 634 521 699 2,104 2,359 1,023
25.4 29.6 28.2 16.8 25.4 25.9 24.9 22.0 24.0 243 25.4
1,343 1,603 1,377 2,729 1,477 1,814 1,575 2,479 7,053 7,345 3,011
38.5 32.0 143  100.2 10.0 13.2 14.4 -9.2 46.7 4.1 10.3

E: MOFSL Estimates
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4QFY24 Results Update | Sector: Cement

J K Cement

CMP: INR3,922

TP: INR5,300 (+35%) Buy

Miss estimates; prices to remain soft in the near term

Estimate change -

TP change )
Rating change -
Bloomberg JKCE IN
Equity Shares (m) 77
M.Cap.(INRb)/(USDb) 303/3.6
52-Week Range (INR) 4575 /2893
1, 6, 12 Rel. Per (%) -7/0/7
12M Avg Val (INR M) 511
Financial Snapshot (INR b)

Y/E MARCH FY24 FY25E FY26E
Sales 115.6 129.4 143.6
EBITDA 206 25.6 29.0
Adj. PAT 8.0 10.9 13.1
EBITDA Margin (%) 17.8 19.8  20.2
Adj. EPS (INR) 102.7 1415 170.1
EPS Gr. (%) 86.2 37.8 20.2
BV/Sh. (INR) 695 811 951
Ratios

Net D:E 0.8 0.7 0.6
RoE (%) 159 188 193
RoCE (%) 10.8 12.6 13.4
Payout (%) 19.6 177 176
Valuations

P/E (x) 381 277 230
P/BV (x) 56 48 41
EV/EBITDA(x) 164 131 112
EV/ton (USD) 164 145 132
Div. Yield (%) 05 06 08
FCF Yield (%) 26 08 20

Shareholding pattern (%)

As On

Mar-24 Dec-23 Mar-23

Promoter 45.7 45.7
Dl 23.4 24.1
Fll 15.9 15.2
Others 15.0 15.0

45.8
22.5
15.5
16.2

Fll Includes depository receipts

Estimate volume growth of 10% YoY in FY25 vs. 6-7% for the industry

JK Cement (JKCE) consol. EBITDA grew 60% YoY to INR5.6b (est. INR6.1b)
and EBITDA/t increased 44% to INR1,077 (est. INR1,133) in 4QFY24.
EBITDA miss was led by higher-than-estimated opex/t (+3% vs. est.) and
lower sales volume (-2%/10% miss on grey/white cement volume vs. est.).
OPM surged 5.5pp YoY to 18% (est. ~19%). Adj. PAT (adjusted for reversal
of provision of INR95m) stood at INR2.1b (est. INR2.4b).

The management highlighted a potential cost reduction of INR150-200/t
over the next two-three years. This was primarily be driven by savings in
logistics, power and fuel, and other fixed costs. Further, the capacity
expansion plan at Panna (clinker line — Il having capacity of 3.3mtpa) and
grinding capacity of 1.1mtpa is on track, which is likely to be
commissioned in 2QFY26.

We largely retain our FY25/FY26 EBITDA estimates. We prefer JKCE for its
steady expansion and strong execution strategy vs. peers. We value JKCE
at 15x FY26E EV/EBITDA to arrive at our TP of INR5,300. Reiterate BUY.

Grey cement volume up 13% YoY; Opex/t down 6% YoY

JKCE’s consolidated revenue/EBITDA/adj. PAT stood at INR31.1b/INR5.6b/
INR2.1b (up 12%/60%/90% YoY and down 2%/8%/12% vs. our estimate).
Combined sales volumes stood at 5.2mt (up 11% YoY). Blended realization
stood at INR5,974/t (flat YoY; 1% above our estimates, led by higher
realization of white cement) in 4QFY24. Other operating income/t stood at
INR182 vs. INR111/INR195 in 4QFY23/3QFY24.

Opex/t declined 6% YoY (3% above our estimate), mainly led by a 17%
decline in variable cost (flat QoQ). Freight cost/other expenses/employee
cost per tonne was up 4%/3%/17% YoY. OPM was up 5.5pp YoY to 18%
and EBITDA/t was up 44% YoY (but down 19% QoQ) to INR1,077.

In FY24, revenue grew 19% YoY, driven by 17% volume growth and 1%
increase in realization. EBITDA grew 57% YoY to INR20.6b and OPM was up
5.3pp YoY to 17.8%. EBITDA/t grew 33% YoY to INR1,080. Adj. PAT grew
88% YoY to INR8b. The company announced a dividend of INR20/share
(includes special dividend of INR5/share).

In FY24, CFO increased 31% YoY to INR19.6b. Capex stood at INR11.7b vs.
INR16.1b in FY23. Consolidated net debt stood at INR25.8b vs. INR29.1b in
Mar’23. Net debt to EBITDA stood at 1.3x vs. 2.2x in FY23.

Highlights from the management commentary

Industry volume growth is estimated moderate to ~6-7% YoY in FY25 while
JKCE’s volume is expected to grow ~10% YoY. Cement price is under
pressure and price hike is expected only in 3QFY25.

Fuel consumption cost was INR1.79/kcal vs. INR2.41/INR1.82 in 4QFY24/
3QFY24. Lead distance was down 19km YoY and 8km QoQ to 419km.
Capex is pegged at INR19b/INR18b in FY25E/FY26E. Additionally, it will
spend INR400Om on the modernization and working capital requirements
of the Toshali plant.

15 May 2024
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View and valuation

m  JKCE has shown strong volume growth (grey cement volume up ~19% YoY in
FY24), aided by capacity expansion and strong execution. In our previous report,
we highlighted about the company’s superior execution capabilities. We
estimate the company’s grey cement volumes to report ~11% CAGR over FY24-
26, better than the industry average growth.

m JKCE trades at 13x/11x FY25E/FY26E EV/EBITDA. Considering JKCE’s growth
plans (one of the best among mid-sized companies) and cost-saving strategies,
we value the company at 15x FY26E EV/EBITDA to arrive at our TP of INR5,300.
Reiterate BUY.

Consolidate quarterly performance (INR b)

Y/E March FY23 FY24 FY23  FY24  FY24 Var.
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 4QE (%)

Sales Dispatches (mt) 3.7 3.6 4.1 4.7 4.6 4.5 4.7 52 1623 19.07 54 (3)

YoY Change (%) 22.0 94 248 158 254 245 135 113 164 175 14.8
Realization (INR/t) 6,149 6,138 5879 5947 50968 6,068 6,238 5974 5988 6060 5894 1

YoY Change (%) 8.6 79 (3.8 21 (29 (11) 6.1 0.5 4.5 1.2 (0.9

QoQ Change (%) 55 (0.2) (4.2) 1.2 0.4 1.7 28 (4.2 (5.5)

Net Sales 227 224 244 278 276 275 293 311 972 1156 316 (2)

YoY Change (%) 324 180 200 181 217 231 205 118 21.6 18.9 13.8
Total Expenditure 187 192 219 243 235 229 231 255 8.1 950 255 (0)
EBITDA 4.0 3.1 2.5 3.5 4.1 4.7 6.3 56 131  20.6 61 (8)

Margin (%) 178 140 102 126 148 17.0 213  18.0 13.5 17.8 19.2  (120)
Depreciation 1.1 1.1 1.2 1.3 1.3 1.4 1.4 1.5 4.6 5.7 1.5 5
Interest 0.7 0.7 0.8 1.0 1.1 1.2 1.1 1.1 3.1 4.5 1.2 (3)
Other Income 0.2 0.1 0.2 0.4 0.3 0.3 0.4 0.5 0.9 1.5 04 28
PBT before EO expense 2.5 1.5 0.7 1.6 2.0 2.4 4.1 3.4 63 119 3.8 (11)
Extra-Ord. expense - - - - 0.2 - - (0.1) - 0.1 -

PBT 2.5 1.5 0.7 1.6 1.8 2.4 4.1 3.5 63 118 3.8 (8)
Tax 0.9 0.4 0.3 0.5 0.7 0.7 1.3 1.3 2.1 3.9 1.3
Profit from associate and Ml (0.0 (0.0 (0.0 (0.0) (0.0 (0.0) (0.0) (0.0) (0.1) (0.0) -

Rate (%) 358 276 462 305 372 269 306 367 325 324 356
Reported PAT 1.6 1.1 0.4 1.1 1.1 1.8 2.8 2.2 4.3 8.0 2.4 (10)
Adj. PAT 1.6 1.1 0.4 1.1 1.2 1.8 2.8 2.1 4.3 8.0 24 (12

YoY Change (%) (15.3) (26.1) (73.2) (43.1) (23.7) 59.8 6280 90.3 (3799 879 1175

Source: Company, MOFSL estimates
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Devyani International

::‘1‘::::'““@5 i CMP: INR157 TP: INR185 (+18%) Buy
- Weak SSSG hurts profitability

B Devyani International (Devyani) reported 38.7% YoY revenue growth in

Rating change

Bloomberg DEVYANI IN . . . . )

Equity Shares (m) 1206 4QFY24, including the Thailand acquisition. The organic growth (ex-
M.Cap.(INRb)/(USDb) 189.2/2.3 acquisition) is expected to be ~5% YoY (est. 7.5%) despite a 20% store
52-Week Range (INR) 228 /142 growth. This was, however, offset by the same-store sales (SSS) decline for
1,6, 12 Rel. Per (%) -3/-28/-32 both KFC (-7%) and PH (-14%) along with the devaluation of the Nigerian
12M Avg Val (INR M) 483

naira. KFC’s revenue grew 11% YoY, while PH’s revenue dropped 5% YoY.
The growth metrics of the company have been sustaining weakness, a

Financials & Valuations (INR .
inancials & Valuations (INR b) similar trend that is visible across QSR peers.

Y/E Mar 2024 2025E 2026E ) - )

Sales 356 497 558 M Grossmargin (GM) was positive across brands due to a benign RM basket.

Sales Gr. (%) 18.6 39.6 125 However, consolidated GM contracted 40bp YoY to 69.2% (est. 70.4%) due

EBITDA 65 88 105 to the Thailand business (having lower margins than the India business).

Margins (%) 183 177 187 KFC’s ROM expanded 150bp YoY to 19% (same in 3Q). However, PH’s ROM

2315 EQ;(INR) 82 12 ;i declined 490bp YoY to 4.4% (vs. 6.1% in 3Q).

EPS Gr. (%) 665 656 66 B Consolidated restaurant EBITDA (including Thailand) increased 15% YoY to

BV/Sh.(INR) 88 65 6.4 INR1.4b, with a margin dip of 280bp YoY to 13.6%. The Pre-Ind-AS EBITDA

Ratios increased 5% YoY to INR959m, while the margin contracted 290bp YoY to

RoE (%) 9.2 167 327 9.2%. PBT declined 86% YoY to INR59m (est. INR85m), while the PBT margin

RoCE (%) 76 80 100 was at 0.4%. APAT declined 95% YoY to INR33m (vs. est. PAT of INR35m).

Valuation = Devyanih full leted integration of its Thailand busi

P/E () 5038 1231 743 ev.yam as successfully complete |.n egration of i s. a.| and business

P/BV (x) 17.9 241 245 during the quarter and also entered into a partnership with PVR—INOX for

EV/Sales (x) 61 44 39 operating food courts in shopping malls.

EV/EBITDA (x) 332 249 211 m We maintain our cautious stance on QSR in the near term due to the
ongoing demand challenges. The stock trades at 25x and 21x Post-Ind-AS

Shareholding pattern (%) EV/EBITDA on FY25E and FY26E. We reiterate our BUY rating on the stock

As On Mar-24 Dec-23 Mar-23 with a TP of INR185 (premised on 22x FY26E Post-Ind-AS EV/EBITDA).

Promoter 62.7 62.7 62.8 . X

DIl 122 8.5 97 Weak sales growth; miss on margin

Fll 12.4 12.5 9.8 W Sluggish growth metrics: Devyani’s sales growth was healthy at 38.7% YoY

Others 12.6 16.3 17.8 to INR10.5b (est. INR8.1b), mainly due to its Thailand acquisition. The

FIl Includes depository receipts organic growth (ex-acquisition) is expected to be ~5% YoY (est. 7.5%). KFC’s

revenue grew 11% YoY and Costa Coffee’s revenue rose 36% YoY, while
PH’s revenue declined 5% YoY during the quarter.

B Store Expansion: Total store addition during the quarter was 330, mainly
due to 288 stores added from the recent acquisition in Thailand. The store
additions in KFC/PH/CC/Vaango were 6/2/25/9. The total store count stood
at 1,782, distributed among KFC/PH/CC/Vaango/others. International stores
were at 596/567/179/63/24/353. Management maintains its store addition
guidance of 275-300 in FY25. However, it will expand PH stores cautiously.

m  Weak margin print: Consolidated GM contracted 40bp YoY to 69.2% (est.
70.4%). GP rose 38% YoY to INR7.2b (est. INR5.7b); EBITDA was up 15% YoY
to INR1.7b (est. INR1.4b), while margin contracted 340bp YoY to 16.6% (est.
17.4%). Consolidated ROM increased 15% YoY to INR1.4b and margin
contracted 280bp YoY to 13.6%. The Pre-Ind-AS EBITDA increased 5% YoY to
INR959m, while margin contracted 290bp YoY to 9.2%. PBT declined 91%
YoY to INR44m (est. INR85m). PBT margin was 0.4%. APAT declined 95%
YoY to INR33m (est. INR35m).
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B In FY24, net sales grew 18.6% YoY; EBITDA remained flattish YoY, while APAT
declined 67% YoY.

Highlights from the management commentary

B The company has taken strategic initiatives such as optimizing menu pricing in a
subdued environment, which has aided revenue growth.

B To capitalize on India's emerging status as a major destination for travel,
tourism, and value shopping, the company is focusing on food courts as an
essential component of its growth strategy across various consumption channels
and touchpoints of travel and shopping.

®  Devyani has partnered with PVR-INOX to operate in various food courts in
shopping malls nationwide, enhancing its presence and enriching its brand
portfolio. It will help the company co-promote the movies and food. The
initiative aims to capitalize on the growing trend of 'Food on the Go' in major
consumer spaces.

m  There is an improvement in gross margins across its core brands (KFC India and
Pizza Hut), led by the cost-saving initiatives taken by the company.

B Management maintains its store addition guidance of 275-300 in FY25.
However, it will expand PH stores cautiously.

Valuation and view

B On account of the consolidation in the Thailand business, we have adjusted our
overall numbers accordingly. Revenue for FY25/FY26 has increased 25%/21%
YoY. The Thailand business operates at an EBITDA margin of ~11-12% (pre-
acquisition). Post-acquisition, there is also an added acquisition cost (interest)
for Devyani. Therefore, the deal is likely to be EPS dilutive in the near term.
Hence, we cut our EPS by ~8%/5% for FY25E/FY26E.

B KFC’s store addition will sustain in FY25, but PH’s store addition will be muted as
management is aiming to fix the ADS and profitability for the current network.

B The QSR industry continues to see weak unit economics across dine-in and
delivery formats. Despite these industry-wide difficulties, however, KFC has
shown resilience in managing the crisis effectively. Conversely, PH has been
struggling, partly attributed to intense competition in the market. We maintain
our cautious stance on QSR in the near term due to the ongoing demand
challenges. The stock trades at 25x and 21x Post-Ind-AS EV/EBITDA on FY25E
and FY26E. We reiterate our BUY rating on the stock with a TP of INR185
(premised on 22x FY26E Post-Ind-AS EV/EBITDA).
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Quarterly Performance (INR m)
Y/E March FY23 FY24 FY23 FY24 FY24 Var.
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 4Q (%)
KFC - No. of stores 391 423 461 490 510 540 590 596 490 596 630 -34.0
PH - No. of stores 436 466 483 506 521 535 565 567 506 567 591 -24.0
KFC - SSSG (%) 63.6 13.0 3.0 1.9 -0.9 -3.9 -4.7 -7.1 16.0 -4.6 -4.5 -2.6
PH - SSSG (%) 31.5 2.9 -6.1 -3.2 -5.3 -10.4 -12.6 -14.0 4.4 -10.9 -9.7 -4.3
Net Sales 7,047 7,474 7,906 7,550 8,466 8,195 8,431 10,471 29,977 35,563 8,120 29%
YoY change (%) 99.8 44.8 26.6 27.8 20.1 9.6 6.6 38.7 43.8 18.6 7.5
Gross Profit 5,010 5,246 5,482 5,254 5,998 5,802 5,954 7,244 20,991 24,997 5,720 27%
Margin (%) 71.1 70.2 69.3 69.6 70.8 70.8 70.6 69.2 70.0 70.3 70.4
EBITDA 1,643 1,655 1,739 1,513 1,734 1,588 1,463 1,739 6,551 6,524 1,414 23%
EBITDA growth % 167.0 34.2 17.7 5.6 5.6 -4.1 -15.9 14.9 37.6 -0.4 -6.6
Margin (%) 23.3 22.1 22.0 20.0 20.5 19.4 17.4 16.6 21.9 18.3 17.4
Depreciation 684 634 652 706 796 907 930 1,275 2,782 3,907 916
Interest 328 348 378 420 404 417 482 567 1,475 1,869 468
Other Income 90 45 81 110 68 66 46 146 326 326 55
PBT 721 719 790 497 603 330 97 44 2,620 1,074 85 -49%
Tax 24 19 -62 -186 146 -168 46 110 -206 133 50
Rate (%) 3.3 2.7 -7.8 -37.5 24.1 -50.9 47.6 249.9 -7.9 12.4 58.6
Adjusted PAT 744 644 776 606 339 506 51 33 2,770 929 35 -7%
Margin (%) 10.6 8.6 9.8 8.0 4.0 6.2 0.6 0.3 9.2 2.6 0.4
YoY change (%) -619.2 51.7 18.7 -26.3 -54.4 -21.4 -93.5 -94.6 61.5 -66.5 -94.2

E: MO.FSL Estimates
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PVR-Inox

Estimate change
TP change
Rating change
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CMP: INR1,297

TP: INR1,400 (+8%) Neutral

Subdued performance; near-term outlook weak

Bloomberg

Equity Shares (m)
M.Cap.(INRb)/(USDDb)
52-Week Range (INR)
1, 6, 12 Rel. Per (%)
12M Avg Val (INR M)

PVRINOX IN
98

1273/ 1.5
1880/ 1248
-7/-35/-32
1045

Financials & Valuations (INR b)

Y/E March 2024 2025E 2026E
Sales 61.1 63.7 74.1
EBITDA 7.1 7.5 11.1
Adj. PAT 1.1 0.8 3.3
EBITDA Margin (%) 11.7 11.8 15.0
Adj. EPS (INR) 11.7 7.8 340
EPS Gr. (%) LP  -33.2 336.1
BV/Sh. (INR) 747.3 755.1 789.0
Ratios

Net D:E 1.1 1.0 0.0
RoE (%) 1.6 1.0 4.4
RoCE (%) 2.8 2.5 5.3
Payout (%) 0.0 0.0 0.0
Valuations

P/E (x) 111.3 166.6  38.2
P/BV (x) 1.7 1.7 1.6
EV/EBITDA (x) 19.7 18.6 12.3
Div Yield (%) 0.0 0.0 0.0

Shareholding pattern (%)

As On Mar-24 Dec-23 Mar-23
Promoter 27.8 27.8 27.5
DIl 40.2 39.2 30.2
Fll 16.8 21.8 31.2
Others 15.2 11.1 11.2

Fll Includes depository receipts

PVR-Inox reported a subdued quarter, with 22.6% occupancy and 0.1%
EBITDA margin. Revenue declined 19% QoQ, led by weak ticketing and ad
revenue, which, coupled with an increase in movie distribution and other
expenses, led to EBITDA of INR12m (big miss).

The 2024 general elections and T20 Cricket World Cup are likely to weigh
on the 1QFY25 movie pipeline, which could lead to lower occupancy.
Hence, we cut our EBITDA estimates by 24%/13% for FY25/FY26. Continued
fluctuation in occupancy could remain a key monitorable, as the business
remains highly sensitive to occupancy, and even a 200-300bp blip could
derail the screen economics. Reiterate Neutral with a TP of INR1,400.

Big miss in EBITDA; occupancy remains soft

Consolidated revenues grew 10% YoY (-19% QoQ) to INR12.6b (in line) due
to a decline in ticketing and ad revenues.

EBITDA (pre Ind-AS 116) stood at INR12m (big miss) due to an increase in
movie distribution expenses, print charges and other expenses (+900bp of
sales QoQ), partially offset by a decrease in movie exhibition costs (-430bp
QoQ). Reported margin stood at 0.1% (vs. 0.5%/13.1% in 4QFY23/3QFY24).
Depreciation declined 11% QoQ and interest costs remained flat QoQ.
Accordingly, reported loss stood at INR9O1m (vs. est. loss of INR967m).
FY24 revenue/EBITDA grew by 17% /37% YoY, and PAT grew to INR1.1b (vs.
a loss of INR539m in FY23).

OCF jumped 5.8x to INR9.2b due to 37% YoY growth in EBITDA to INR8b
and an increase in trade payable days. Capex was flat YoY at INR6.3b and
interest payout grew 24% YoY to INR1.8b. As a result, FCF grew by INR1.1b
(vs. INR6.2b outflow in FY23). Net debt fell by INR1.1b to INR13.1b in FY24.
WC days stood at -134 in FY24 (vs. -126 days in FY23), led by an increase in
trade payables.

Highlights from the management commentary

Current environment: The ongoing general election has impacted the flow
of new releases in 1QFY25, which is expected to stabilize by mid-Jun’24.
Merger synergies: The company had guided for annual EBITDA level
synergies of INR2.25b during the merger, out of which around INR1.85-
2.08b have been achieved. The full impact of these synergies would be
visible when occupancy improves.

Net cash focus: The company focuses on becoming a net cash company and
evaluating monetization of real estate assets (INR3-4b) owned by the
company and using the proceeds to reduce leverage.

Capital-light model: It aims to reduce annual capex by exploring models
like FOCO, where investment will be made by the property owner and PVR-
Inox will be operating. It expects to reduce total capex in FY25 by ~25% YoY.
This will improve ROCE, while margins may see a slight dip.
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Valuation and view

B Occupancy moderated in 4Q as the quarter witnessed some normalcy across the
releases and impact of the IPL and general elections.

B Stable occupancies, healthy recovery in advertising revenues, increased risk of
rising scale, and the traction of movie releases over OTT platforms continue to
be our key monitorables, as highlighted in our report.

B The 2024 general elections and T20 Cricket World Cup are likely to weigh on the
1QFY25 pipeline, which could lead to lower occupancy. Hence, we cut our
EBITDA estimates by 24%/13% for FY25/FY26.

B Maintaining occupancy and traction in ad revenues amid an increasing threat
from deep-pocketed OTT players would remain a key catalyst for growth. We
value PVR-Inox at 13x FY26E EV/EBITDA to a