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Presenting HDFC Children's Gift Fund
• Capital appreciation over long term.
• Investment in equity and equity related instruments as
well as debt and money market instruments.
M U T U A L F U N D I N V E S T M E N T S A R E S U B J E C T T O M A R K E T R I S K S ,
R E A D A L L S C H E M E R E L AT E D D O C U M E N T S C A R E F U L LY.
To know more, contact your Mutual Fund Distributor /
Registered Investment Adviser or give a missed call on 73974 12345.
HDFC Children's Gift Fund (An Open-ended Fund For
Investment For Children Having A Lock-in For At Least 5
Years Or Till The Child Attains Age Of Majority [Whichever
Is Earlier]) is suitable for investors who are seeking*:
;itL tLe cost oJ education rising mucL Jaster tLan inƽation saving Jor your
child's education has become imperative. Every parent desires to prepare for
the best for their children and longterm equity investing may act as a suitable
medium to combat these everincreasing educational costs.
Investors should consult their Ƽnancial advisers if in doubt about whether the product is suitable for them.
*or latest riskometer investors may refer to the 1onthly 4ortfolios disclosed on the website of the *und vi^. www.hdfcfund.com
6elease (ate   .uly 
Their future
depends on
your decision
today
Their future
depends on
your decision
today
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Mutual Fund investments are subject to market risks, read all scheme related documents carefully.
To invest, contact your Mutual Fund Distributor
Visit
www.iciciprumf.com
Download
IPRUTOUCH App
The Risk-o-meter(s) specified above will be evaluated and updated on a monthly basis. Please refer https://www.icicipruamc.com/news-and-updates/all-news for more details.
A choice of opportunities
across asset classes.
Multi-Asset Fund
Multi-Asset Fund
ICICI Prudential
Multi-Asset Fund
Investors
understand that their
principal will be at
Very High risk
*Investors should consult their financial advisers if in doubt about whether the product is suitable for them.
• Long term wealth creation
• An open ended scheme investing across asset classes
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Moderate Moderately
High
ICICI Prudential Multi-Asset Fund (An open ended scheme investing in Equity, Debt and Exchange Traded Commodity
Derivatives/units of Gold ETFs/units of REITs  InvITs/Preference shares) is suitable for investors who are seeking*:
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Global investing
through ETFs
Allocating part of your portfolio to ETFs
investing overseas can help diversify
better and aid in wealth creation
DISCLAIMER
The contents of Wealth Insight published by Value Research India Private Limited (the ‘Magazine’) are not intended to serve as professional advice or guidance and the Magazine takes no responsibility or liability, express or implied, whatsoever for any investment
decisions made or taken by the readers of this Magazine based on its contents thereof. You are strongly advised to verify the contents before taking any investment or other decision based on the contents of this Magazine. The Magazine is meant for general reading
purposes only and is not meant to serve as a professional guide for investors. The readers of this Magazine should exercise due caution and/or seek independent professional advice before entering into any commercial or business relationship or making any
investment decision or entering into any financial obligation based on any information, statement or opinion which is contained, provided or expressed in this Magazine.
The Magazine contains information, statements, opinions, statistics and materials that have been obtained from sources believed to be reliable and the publishers of the Magazine have made best efforts to avoid any errors and omissions, however the
publishers of this Magazine make no guarantees and warranties whatsoever, express or implied, regarding the timeliness, completeness, accuracy, adequacy, fullness, functionality and/or reliability of the information, statistics, statements, opinions and
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7KHPDLQLQYHVWPHQWREMHFWLYHRIWKHIXQGLVWRJHQHUDWHUHWXUQVFRPPHQVXUDWHZLWKWKHSHUIRUPDQFHRIWKHUHVSHFWLYH
LQGH[EDVHGRQWKHSODQVELQYHVWLQJLQWKHUHVSHFWLYHLQGH[VWRFNVVXEMHFWWRWUDFNLQJHUURUV+RZHYHUWKHUHLVQR
DVVXUDQFHWKDWWKHLQYHVWPHQWREMHFWLYHRIWKH6FKHPHZLOOEHUHDOL]HG
:KR6KRXOG,QYHVW
7KHLQYHVWRUZKRLVORRNLQJIRUFDSLWDODSSUHFLDWLRQZLWKD/RQJWHUPLQYHVWPHQWKRUL]RQ
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Here are two facts you may have
come across in the news recently:
1. In 1990, there was an offer to buy Infosys for `2
crore. The company is worth `6.5 lakh crore today.
2. In 2021, Info Edge’s `4.6 crore Zomato investment
became `15,000 crore.
Many people felt that these two facts tell them the
same thing about equity – that over a long period of
time, equity investments can give truly gigantic gains.
Not just that, they feel that they can draw some lessons
for their own investments. These ideas are wrong. Not
only are they wrong, but they can also be dangerous if
they form the background of your investment decision-
making. Let’s examine the Zomato case first, simply
because it has caused much more excitement lately. A
lot of people connected with Zomato must have become
much richer because of the IPO, Mr Bikhchandani of
Info Edge among them. They have become rich because
other people have decided that Zomato will one day be
able to make money and the shares will be worth a lot
more. For the next generation of investors to get
fabulously wealthy, that `15,000 crore will have to
become some other incredible figure.
Note that Zomato is already worth one-seventh of
what Infosys is worth. Note that over just the last
decade, Infosys has made aggregate profits of `1.36 lakh
crore. That’s real money that came out of the operations
of the company
. And yet, if the Zomato share price were
to go to `866, it would be worth as much as Infosys does,
but it appears to have no path to profitability
.
In the case of internet-centric companies, just like
any other business, eventually, real numbers assert
themselves. An excellent example is Just Dial, which
IPO’ed in May 2013 at a share price of `530. Now, eight
years later, Reliance Retail has acquired a majority
stake in the company and made an open offer to
investors at `1,022 per share. I don’t know how many
of you will consider roughly doubling in eight years to
be a good return on equity but this is a realistic story
of a profit-making company.
That brings us to Infosys. After the Zomato listing,
market veteran Vallabh Bhansali, who played a key role
in the Infosys IPO in 1993, had this to say: When we
brought Infosys to the market, people were not able to
estimate the future. To overestimate or underestimate
the future is the bane of all stock investing. … a few
players will fall by the wayside, but those who will win
big will win very big … we have all seen major stocks
multiply and drop their market cap quickly in the US.
Looking back at the Infosys story, one must note a
strong survivorship bias in operation. There were
dozens of other IT companies that fell by the wayside
in the last three decades. Not just that, even the `2
crore offer that Narayan Murthy and his associates
were given was not unjustified at the time. It only
looks low now in hindsight. By the standards of the
old India, it was probably a fair price.
You are seeing Indian internet companies at the
stage that Infosys was in 1991. However, what is not
visible now is what is inside the dustbin of history – all
those contemporaries of Infosys that are vanished and
forgotten. In number, the failures are far more than the
successes. This is a constant process – the same will
happen going forward too. You could be looking at
tomorrow’s successes or tomorrow’s failures.
As an investor, it’s dangerous to draw lessons from
the past when the failures are not visible.
Entrepreneurs have to be at the extreme of optimism
– that’s a core quality for success. However, investors
have to take a more balanced view.
DHIRENDRA KUMAR
Infosys and Zomato
As an investor, it’s dangerous to draw lessons from the past
when the failures are not visible
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The value gurukul
Sanjay Bakshi is the Fundoo
Professor (that’s also the name
of the blog he writes) all of
us would love to learn from.
Not everyone with decades
of experience in teaching
can boast of being loved
ardently by his students but
the testimonials by his pupils
are proof of just that. He has
a strong following among
value investors and students.
Prof Bakshi also has years of
successful experience and
expertise in value investing,
and is a Managing Partner at
ValueQuest Capital LLP – a
SEBI registered investment
advisory firm.
A voracious reader
himself, through his tweets,
Prof Bakshi keeps sharing
interesting articles and book
recommendations.
Fundoo Professor
@Sanjay__Bakshi
Why Follow
Followers
126.8k
Charlie Munger once said that the key to a successful
marriage is to keep your eyes wide open before marriage and
only partly open after marriage. He was talking about
developing conviction to hold.
And it’s not easy to develop a conviction to hold on to things
that should be held. There are these “demons” that will enter
the mind of the investor, which will prevent them from holding
on to what will turn out to be an outstanding stock.
z Demon # 1: The market is too expensive, so I should sell
this business. This demon shifts the investor’s focus from the
economics of the underlying business to the markets.
z Demon # 2: It’s gone up so much, and it can’t go up much
more from here. This demon makes the investors anchor to
their cost, which is irrelevant.
z Demon # 3: Look at the P/ E multiple. It’s too high. Other
things are much cheaper. I should switch and lower the P/E of
the portfolio. This demon makes one sell an outstanding
business and replace it with a mediocre one.
z Demon # 4: It’s become too big a position. I must think
about risk management because you know, shit happens? This
demon makes one ignore that real wealth is almost always
lopsided and makes one worry about the other reality: wealth
destruction also comes from over concentration.
z Demon # 5: The management made a capital allocation
error, or they did a related party transaction, or a slowdown in
the industry is coming, and earnings will take a hit, etc.
This demon will make you want to sell a stock because of
adverse developments, which in retrospect will turn out to be
non-events in the long run.
z Demon # 6: You can’t go broke by taking a profit. This
demon will also prevent the investor from ever seeing a 100
bagger.
In the world of business, it’s very common to feel protected by
taking some actions against some risk but to later find that
one had merely substituted one form of risk with another.
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www.valueresearchstocks.com
Dhirendra Kumar
E
ver since we started Value
Research Stock Advisor,
that has been a frequent
question that I am asked.
My answer is always that we rec-
ommend stocks that will make
money for you. This sounds like a
non-answer to some people but it’s
not. It does avoid saying the kind
of things that some investors
expect but does so with careful
thought. The expectation that
investors have is that they will
hear well-worn terms like divi-
dend stocks, value stocks, growth
stocks, or large/mid-small or con-
trarian stocks or some such com-
mon way of classifying stocks.
They await an answer that is filled
with such jargon.
They are fully justified in
expecting such answers because
that’s the way things have always
been done in the business of stock
recommendations. There are plen-
ty of stock advisories that have
different services for mid caps or
value stocks or whatever. Just like
any other business where special-
ist professionals guide the casual
customer, there is an upside in
creating complexity and creating
lots of different products. We don’t
believe in that. That’s something
that has been a guiding principle
of Value Research over the long
(almost three decade) period that
we have been guiding investors.
Our job, not yours
In Value Research Stock Advisor,
there is only one stream of recom-
mendations – a list of stocks you
should buy. Does that mean that
we don’t look at factors like divi-
dends or the value equation or
capitalisation? Far from it. These
factors are central to our evalua-
tion of stocks. However, looking at
them is our job, not yours. We
have a great liking for companies
that have a good dividend yield,
are available at a reasonable
value, and we fully believe that a
good portfolio should have a bal-
ance of large, mid and small caps.
However, these are just some of
the factors that go into stock selec-
tion. They have to be weighed
A zoo of stocks
“What kind of stocks do you recommend?”
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along with each other and against
each other in order to decide
whether a stock is worthy of
investing. If we have a list dedicat-
ed to a certain class of stocks,
then that cannot be done.
So, does that mean that our stock
recommendations are an undifferen-
tiated pile? Far from it. As our mem-
bers know, we too have differentiat-
ed categories of stocks. The distin-
guishing factors are that one, they
are parts of the same service; two,
they can overlap; and three, they fit
the way investors should actually
invest. Puzzled? Let me explain.
Best Weather Now
We mark some of our recommend-
ed stocks as ‘All Weather’ and some
as ‘Best Buy Now’. What’s notable
is that these are not categories but
more like the hashtags that you see
on social media. In fact, that’s an
idea. Maybe we should rename
them to #allweather and #best-
buynow to make the concept clear.
Uniquely, we have some recom-
mended stocks which are neither
and we have some which are both!
They are ALL recommended for
investing, even the ones which are
neither. Let’s look at the ‘Best
Buys’ created a couple of years
after the launch of the service.
A problem of plenty
Why did we do this? Because it
served a genuine investor need. To
begin with, Best Buys solved a
problem of plenty that our new
members faced. We have 44 recom-
mended stocks currently. You can
become a member and buy all 44
on day one but it’s not a great idea
to start in bulk. When we
launched this service in November
2017, we started with 10 stocks. As
the months and years went by, we
added a lot of stocks and removed
some and now have 44. So, in April
2020, we created a ‘Best Buys Now’
list. This is not additional to the
recommendations but a selected
subset. The basic idea is that if 44
stocks are too much for you to
invest in, then at this point of
time, you can concentrate on
building positions in the ‘Best
Buys’. Best Buys solve a problem
of plenty which some of our mem-
bers cannot cope with. It does
NOT reflect any issue in those
stocks that are not in Best Buy.
So, does that mean that sea-
soned investors should ignore Best
Buys Now? Not at all. Best Buys
are not just for beginners. There’s
nothing magical about them more
useful for beginners. They really
are exactly what the name implies.
What are best buys now for begin-
ners are best buys now for every-
one. Essentially, that is all you
need to know to use our Best Buys
list to finetune your equity invest-
ing. ‘Now’ is an important word in
the name of this feature. Just as
an example, at times, a sound busi-
ness may be beaten down on
account of temporary reasons,
which makes valuations attrac-
tive. The Best Buys list is designed
to exploit this and other sharp
focused opportunities that may
present themselves at a time.
Most importantly, it is not a type
of stock like the conventional cat-
egories that people think of. It’s
our idea of how stock recommen-
dations should actually be classi-
fied in investors’ interest. There’s
an old saying that goes, “The best
time to plant a tree was 10 years
ago. The second-best time is
today.” Some people might inter-
pret this as meaning that you can
plant a tree any time and it doesn’t
make a difference. Today, tomor-
row or 10 years later, no matter
when you quote this saying, it will
always be today. But that’s not
what it really means.
It actually means that you
should ‘plant a tree as soon as pos-
sible’, no matter how late you are.
All you need to plant your tree is
to head over to Value Research
Stock Advisor. WI
Value Research Stock Advisor is a premium service where you get promising stocks along with their full analyses.
We also actively track the underlying companies for you and keep you posted on the major developments in
them, including when to sell a stock. Additionally, members get exclusive access to a range of tools and data
which they can use to study any other stock. You can subscribe to the service at www.valueresearchstocks.com.
Best Buys solve a problem
of plenty which some of our
members cannot cope with.
It does NOT reflect any
issue in those stocks that
are not in Best Buy.
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Zomato raises `9,375 crore
Zomato raised `9,375 crore in the
fourth-largest IPO over the last 10
years. It listed at a premium of 52.6
per cent and has a market cap of
`98,731 crore as on July 23, 2021.
The IPO was subscribed 38.2 times.
In FY21, the company had made a
loss of `815 crore on a revenue of
`1,993 crore.
Paytm shareholders approve
`16,600 IPO
Paytm has filed a draft prospectus
with the capital-market regulator
to raise about `16,600 crore from
the Indian markets. This will be
the biggest IPO over the past
decade and is expected to hit the
markets around Diwali.
Reliance Retail acquires Just Dial
Expanding its e-commerce play,
Reliance Retail Ventures is
acquiring a controlling stake in
25-year-old search-engine platform
Just Dial for `5,719 crore. It will
acquire 25.3 per cent through a
preferential allotment at `1,022.25
per share and another 15.6 per cent
from its founder VSS Mani at
`1,020 per share. Post that, it will
make an open offer for 26 per cent
for a consideration of `2,222 crore.
Bad loans may rise to 9.8 per
cent: Draft RBI report
A draft RBI report has suggested
that on account of the second
wave of the pandemic, Indian
banks’ bad loans may touch 9.8
per cent by the end of FY22. This
number stood at 7.5 per cent in
FY21.
Result update: Big IT
The pandemic period has proved
to be good for IT companies.
Here’s a quick summary of their
Q1 FY22 results.
TCS: India’s largest IT services
company reported a 28.5 per cent
rise in net profit, to `9,008 crore.
Its order book stands at $8.1
billion. Also, its workforce
crossed the 500,000 mark as it saw
the highest-ever quarterly net
headcount addition of 20,409.
Infosys: The company reported a
22.7 per cent YoY rise in net profit,
to `5,195 crore, while the revenue
rose by 18 per cent, to `27,896
crore, during the same period.
Total deal flow in Q1 remained
strong at $2.6 billion, with the
company adding two clients in the
$100 million plus and 12 in $10
million plus categories.
Wipro: The company delivered the
best-ever quarter, with net profit
jumping by 35 per cent YoY, to
`3,230 crore. It expects revenues
from its IT services business to be
in the range of $2,535 million to
$2,583 million for Q2, growth of 5
to 7 per cent.
HCL Tech: The company reported a
9.4 per cent YoY rise in net profit,
to `3,214 crore propelled by cloud
and digital transformation deals.
The total contract wins for Q1 was
$1.67 billion, a 37 per cent increase
YoY, but much lower than the $3
billion reported in Q4.
PNB Housing and SEBI tussle
goes to SAT
After the market regulator SEBI
prevented PNB Housing from
going ahead with its capital-
MARKET REPORTER
Newsmakers of the month
Key business, economic and market events over the last one month
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A year of IPOs
Year 2021 is proving to be a bumper
year for IPOs in India. Since the start
of this year, a total of 49 companies
have come up with their initial
public offerings (as on July 22, 2021).
These companies have managed to
raise a total of `39,811 crore.
However, this party has only begun
as there are more than 10 IPOs lined
up, including the mega fundraise
worth `16,600 crore by Paytm.
(TVU[ZYHPZLK[OYVNO076Z
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raising exercise, the latter has
filed an appeal in the Securities
Appellate Tribunal (SAT), where
both parties have finished making
their arguments. The tribunal’s
verdict is expected to have an
impact on all listed companies
that have a valuation clause in
their Articles of Association.
On similar lines, Barbeque Nation
and LIC Housing Finance have got
entangled in a legal row regarding
compliance with their Articles of
Association while raising capital.
Both companies have been
questioned by the BSE and NSE
about the manner of
determination of price.
Demat accounts with CDSL cross
four crore
In a trend reflective of the sudden
rush of retail investors to the
stock markets, the number of
demat accounts with CDSL has
crossed four crore. CDSL, which
has a market share of more than
63 per cent in depository services,
has seen its valuations soar by
more than five times in the last
one year.
Car sales double to over 2 lakh in
June, says automobile body Siam
As per the auto industry body
SIAM, passenger-vehicles sales in
India have doubled in the month
of June. Total registrations stood
at 2,31,633 in June 2021 as against
1,05,617 in June 2020, when COVID
had hit the economy.
NCLAT stays Vedanta’s takeover
of Videocon
In a setback to Vedanta, the
National Company Law Appellate
Tribunal has temporarily put on
hold a lower-court ruling
approving the company’s bid to
take over 13 companies belonging
to the Videocon group. A section
of unhappy creditors decided to
appeal due to the low amounts of
realisation from the sale. The case
will continue to be heard in
September.
Chip shortage short circuits Tata
Motors
Tata Motors said that the ongoing
global shortage in semiconductor
chips will lead to a 50 per cent
decline in production for Jaguar
Land Rover (JLR) in the
September 2021 quarter. High
demand for PCs, mobile phones,
etc., due to work from home
culture has led to a supply crunch
of semiconductor chips globally
for other sectors such as auto and
consumer durables. See our
coverage of ‘Tata Motors’ in the
‘Stock Story’ subsection.
Another business family feud erupts
In another family feud, Sanjay
Kirloskar, the promoter of the
Kirloskar Brothers, has moved to
the Supreme court against his
brothers Atul Kirloskar and Rahul
Kirloskar over an ownership
dispute. The Kirloskar group
companies have a market cap of
about `15,400 crore.
ECONOMIC METRICS
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Tracking recovery
Year-on-year changes in quarterly revenue, profit and operating margins
across sectors to help you assess recovery from the pandemic shock
FY21 revenue change (%, YoY)
Q1 Q2 Q3 Q4
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FY21 change in median
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FY21 revenue change (%, YoY)
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July 20, 2001
T
o the investors who
entered the Tata
Motors stock one year
ago, it has been a
wonderful bet as they would
have made gains upwards of
180 per cent. However, extend
the time horizon and the
picture changes dramatically.
Over the last three years, the
stock has returned 6.17 per
cent pa; over five years, it has
lost about 10 per cent pa; and
over 10 years, the return is a
measly 4.5 per cent pa (all
data as on July 20, 2021). The
dividend history of the
company is dismal as well.
In spite of its exemplary
turnaround of JLR, the
company has found it difficult
to create shareholder wealth.
Its profitability has suffered
over the years, debt has risen
and margins flattened. Time
and again, the company
appears to be turning around
but that hasn’t happened yet.
Here are the milestones in its
journey. WI
By Rajan Gulati
2004-2005
Tata Motors is the largest commercial-vehicle
(CV) and the second-largest passenger-vehicle
(PV) manufacturer in India, with a market share
of 59.7 per cent and 16.9 per cent, respectively
Need for speed
Tata Motors has been one of the best performers over the last one year.
Here is a short history of the company to help you put things in perspective.
STOCK STORY TATA MOTORS
`26.3
Nov17, 2008
SinceitsacquisitionofJLR,overseasrevenuesconstitutethemajor
shareofTataMotors’totalrevenues.
Domestic and overseas revenues
3,50,000
3,00,000
2,50,000
2,00,000
1,50,000
1,00,000
50,000
0
Jan 2002 Jan 2021
In ` cr
Tata Motors acquired JLR in June 2008. Results
consolidated from March 2009.
2010-2011
Thanks to the
performance of
JLR China
business, turnover
grows by 33.1 per
cent, to `1.23
lakh crore
2008-09
Reports a fall of 51 per cent YoY standalone
net profit due to the global financial crisis
Shifts its Nano plant to Gujarat due to
political tensions in West Bengal
2007-08
Unveils the Nano, its `1 lakh car,
at an auto expo in January 2008
Acquires Jaguar Land Rover from
Ford Motor in an all-cash
transaction of $2.3 bn
2006-07
Enters into a JV with the
Brazil-based Marcopolo
Company to manufacture
and assemble buses and
coaches in India
z Domestic z JLR + overseas
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`302
July 20, 2021
`587
Feb 23, 2015
`65.3
Mar 30, 2020
`298
Sep 28, 2015
7DWD0RWRUV·SURÀWDELOLWKDVVXIIHUHGVLQFH+RZHYHUPDUJLQV
havestartedtoriselately.
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Tata Motors acquired JLR in June 2008. Results consolidated from
March 2009.
7DWD0RWRUV·GHEWWRHTXLWUDWLRKDVEHHQLQFKLQJXS
Debt-to-equity ratio
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Tata Motors acquired JLR in June 2008.
Results consolidated from March 2009.
Inspiteofhigherrevenues,TataMotors’marketcapislessthan
halfthatofMarutiSuzuki,thankstotheirstock-priceperformance.
Tata Motors vs Maruti Suzuki
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z Tata Motors z Maruti Suzuki
Stock moves: Tata Motors vs Maruti Suzuki
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2020-21
JLR issues
profit
warning
over global
chip
shortage
2018-2019
Takes an
impairment
charge of
`27,838 cr
for JLR
2017-2018
Announces partnership with
Waymo (owned by Google) to
develop a self-driving car
2015-16
Guenter Butschek
joins as MD and
CEO of the
company’s
domestic business
after the demise
of the ex-CEO
Collects
`9,040.56 cr
through a rights
issue
2011-12
Enters into a JV with
Chery Automobiles of
China to develop,
manufacture and sell
certain JLR vehicles
Carl P Forster steps
down as the MD 
Group CEO within a year
2013-2014
Domestic
business
records sales
of 5.70 lakh
vehicles, a
decline of
30.2% over
FY13. Both
CV and PV
sales fall.
2016-2017
Cyrus Mistry is
ousted as the
chairman of
Tata Sons. N
Chandrasekaran
of TCS takes his
place.
Reports a drop
in the CV and
PV market share
to 44.4% and
5.2% from a
high of 59.4%
and 13.1%,
respectively, in
FY12
2019-2020
Stock hits 10-year
low as COVID-led
disruption hits
demand in China
and other markets
Plans to separate
its car unit from the
trucks and bus
business
5HEDVHGWR
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3M returns (%) 3Y avg RoE (%)
Price to earnings
3Y earnings growth (%)
Net profit (` crore)
3M price (`) movement
Our large-cap universe has 99 large companies, making the top 70 per cent of the total market capitalisation. The list mentions the stocks that have fluctuated most wildly in the last three months.
Data as on July 19, 2021.
46.9 64
18.4
997
23.2
3,958
2,695
Gland Pharma
The stock gained on the back of sectoral buying in pharma
and 34 per cent YoY rise in Q4FY21 net profit.
45.4 64
-48.9
831
2.6
17
Indian Overseas Bank
The stock price moved up amid speculation that the bank was
getting privatised.
45.3 21
19.3
2,069
6.2
180
124
Bharat Electronics
It intends to clock 15-17 per cent FY22 revenue growth,
with Q4FY21 order book standing 3.9 times the revenue.
38.3 13
2.9
3,680
38.4
127
92
SAIL
Iron and steel stocks are on an uptrend because of an increase in
iron ore and steel prices around the globe.
33.6 39
2.0
1,074
-39.5
2,352
1,760
Piramal Enterprises
The company’s resolution plan for DHFL was approved by NLCT.
22.7 8
16.0
6,247
11.7
179
146
NMDC
The stock price experienced volatility amid a rise in iron ore price
and the govt’s 7.5 per cent stake sale.
19.1 167
3.8
746
25.5
1,395
1,171
Adani Enterprises
The group company’s stock prices dropped after reports of FII
account freeze.
11.3 32
-109.1
1,270
37.7
105
95
Adani Power
SEBI and DRI are probing some group companies for alleged
non-compliance with rules.
-2.4 90
16.6
1,196
4.1 1,010
1,034
Adani Transmission
The group company’s stock prices dropped after reports of
FII account freeze.
-24.6 211
27.5
472
42.1
1,193
Adani Total Gas
SEBI and DRI are probing some group companies for alleged
non-compliance with rules.
BIG MOVES
Large caps
899
25
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1,494
631
HFCL
Closely associated with Reliance JIO, the company will
benefit from the expansion of 4G and 5G networks.
3M returns (%) 3Y avg RoE (%)
Price to earnings
3Y earnings growth (%)
Net profit (` crore)
3M price (`) movement
221.4 35
16.5
316
22.5
Happiest Minds Technologies
For FY21, the company reported 126.6 per cent jump in
YoY net profit. 136.9 136
55.7
162
143.2
Gujarat Fluorochemicals
The ‘China plus one’ strategy is paving the way for the
growth of speciality chemical companies. 105.6 –
–
-222
–
JSW Energy
Although its sales declined, the company reported a 16.5 per
cent YoY rise in Q4FY21 net profit. 96.8 41
7.0
806
81.6
Firstsource Solutions
The stock rose amid the rally in mid-cap stocks.
94.6 44
13.5
362
3.5
PNB Housing Finance
The stock surged following the board’s approval of `4000
crore capital infusion by Carlyle group and other investors. 87.4 13
12.8
930
9.2
Lux Industries
The company’s Q4FY21 net profit more than doubled to `90.6
crore. 86.9 41
27.6
227
28.3
Redington India
The stock rose as the company announced a 1:1 bonus issue.
83.2 17
13.5
787
17.5
KIOCL
Mining companies have gained on the back of a rise in iron
ore prices around the world. 76.7 54
3.8
301
54.6
Ruchi Soya Industries
The stock price has seen speculative movements due to a
very low free float. 69.3 49
–
681
28.5
80
1,486
194
230
721
3,682
326
265
1,123
25
723
98
118
384
1,971
178
150
663
BIG MOVES
Mid caps
Our mid-cap universe has 215 mid-sized companies, making the next 20 per cent of the total market capitalisation. The list mentions the stocks that have fluctuated most wildly in the last three months.
Data as on July 19, 2021.
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3M returns (%) 3Y avg RoE (%)
Price to earnings
3Y earnings growth (%)
Net profit (` crore)
3M price (`) movement
719.3 –
-0.1
–
24.4
421.3 5
15.3
483
0.9
391.7 –
–
-205
-196.0
350.0 –
-105.1
-1,271
9.9
324.0 –
–
–
–
320.1 30
21.7
371
40.1
270.0 –
–
-1,997
21.6
246.8 –
–
-117
54.6
213.7 –
-144.4
-942
31.3
184.0 16
-13.5
500
-22.5
53
40
26
4
54
1,274
44
8
13
33
6
8
5
1
13
303
12
2
5
10
RattanIndia Enterprises
The company is venturing in the electric-vehicle space by
acquiring a stake in two-wheeler maker Revolt Intellicorp.
Brightcom Group
The company signed a letter of intent to acquire a digital marketing
company having clients such as Netflix, Disney and others.
Andhra Cements
The lender consortium invited expression of interests for the
sale of two cement plants of the company.
GTL Infrastructure
A jump in the consumption of data post-COVID is benefiting
telecom players.
Lloyds Metals and Energy
Iron and steel companies are benefiting from rising steel
prices.
Angel Broking
Rising interest in the stock market led to the company’s
client base jumping by 145.4 per cent YoY.
Tata Teleservices (Mah)
The stock rose amid reports of Tata Group reviving the
company by seeking help in creating a super app.
Shree Renuka Sugars
The company is planning capacity expansion for ethanol
production.
RattanIndia Power
The stock price of power companies jumped amid the
expectation of rising demand.
Reliance Power
The company is looking for revival by raising `1,325 crore from
parent Reliance Infra.
Small caps
Our small-cap universe (minimum market capitalisation `500 crore) has 800 small-cap companies, making the last 10 per cent of the total market capitalisation.
The list mentions the stocks that have fluctuated most wildly in the last three months. Data as on July 19, 2021.
BIG MOVES
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SP BSE Realty
As the economy is emerging out of the COVID-led slowdown, realty stocks have started to rally, with many
sporting one-year returns of over 100 per cent. The sector’s price-to-earnings ratio has turned positive due
to a revival in profitability. Its price-to-book ratio is also going up but still remains at the substantial
discount to the Sensex’s. However, the sector’s dividend yield has been trending downwards.
Price to earnings
81.2 Price to book
2.8
Dividend yield (%)
0.22 Market cap (` lakh cr)
2.1
2L`UTILYZ
=HSH[PVUZKP]PKLUKZHUKYL[YUZ
Dividend
Company name P/B P/E yield (%) 1Y return (%)
Mahindra Lifespace 2.1 – – 226.8
Indiabulls Real Estate 2.1 – – 167.4
Sobha 2.4 94.6 1.1 163.8
Brigade Enterprises 2.6 – 0.4 140.6
DLF 2.3 75.0 0.6 135.1
Sunteck Realty 1.9 128.3 0.4 119.8
Oberoi Realty 2.8 35.1 – 94.1
Prestige Estates Projects 2.0 9.3 0.4 91.2
Godrej Properties 5.2 – – 78.5
The Phoenix Mills 3.1 284.8 0.1 48.9
Data as on July 19, 2021
INDEX WATCH
0UKL_^LPNO[Z 
+3-
.VKYLQ7YVWLY[PLZ
6ILYVP9LHS[`
7OVLUP_4PSSZ
0UKPHISSZ9LHS,Z[H[L
7YLZ[PNL,Z[7YVQLJ[Z
)YPNHKL,U[LYWYPZLZ
:VIOH
:U[LJR9LHS[`
4HOPUKYH3PMLZWHJL
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Tracking IPOs
Here is how the SP BSE IPO index has performed over the last one year
and how its current constituents have fared
Subscription Issue size Issue Listing price Listing Current Change post Sensex Current
Company name ratio (times) (` cr) price (`) Listing date (`) gain (%) price (`) listing (%) change (%) P/E
Zomato 38.3 9,375 76 23-Jul-2021 116 52.6 126 8.5 0.0 -
Sona BLW Precision 2.3 5,667 291 24-Jun-2021 302 3.9 422 39.7 0.5 114.5
IRFC 3.5 4,633 26 29-Jan-2021 25 -3.8 23 -6.8 14.5 0.9*
Gland Pharma 2.1 4,536 1500 20-Nov-2020 1701 13.4 4016 136.1 20.7 66.2
Macrotech Developers 1.4 2,500 486 19-Apr-2021 439 -9.7 844 92.3 10.5 940.6
CAMS 47.0 2,244 1230 01-Oct-2020 1518 23.4 3309 118.0 36.9 78.7
UTI AMC 2.3 1,515 554 12-Oct-2020 490 -11.5 918 87.2 30.5 23.5
KIMS 3.9 1,189 825 28-Jun-2021 1009 22.3 1217 20.6 0.5 48.4
Indigo Paints 117.0 1,160 1490 02-Feb-2021 2608 75.0 2599 -0.3 6.4 174.5
Home First Finance 26.7 1,156 518 03-Feb-2021 612 18.2 551 -10.0 5.4 3.5*
Clean Science And Technology 93.4 1,107 900 19-Jul-2021 1784 98.3 1634 -8.4 0.8 87.5
GR Infraprojects 102.6 963 837 19-Jul-2021 1700 103.1 1731 1.8 0.8 17.5
Shyam Metalics 121.4 918 306 24-Jun-2021 367 19.9 432 17.6 0.5 13.1
Kalyan Jewellers 2.6 833 87 26-Mar-2021 74 -15.1 72 -2.1 8.1 -
India Pesticides 29.0 817 296 05-Jul-2021 360 21.6 347 -3.6 0.2 29.7
*P/B value. Price data as on July 23, 2021.
;VW076ZI`PZZLZPaL
Angel Broking
HIGHEST
POST-LISTING GAIN
393.3%
Chemcon Speciality
HIGHEST
POST-LISTING LOSS
-33.1%
Chemcon Speciality
HIGHEST
LISTING-DAY GAIN
115%
Kalyan Jewellers
HIGHEST
LISTING-DAY LOSS
-15.1%
Zomato
BIGGEST
IPO
`9,375 cr
TOTAL SUM
RAISED
`48,451 cr
MTAR Technologies
HIGHEST
SUBSCRIBED IPO
200.8TIMES
Macrotech Developers
LOWEST
SUBSCRIBED IPO
1.4 TIMES
0760UKL_]Z[OL:LUZL_
The IPO index has outperformed the Sensex over the last one year.
140
Rebased to 100
July 2020 July 2021
zIPO index zSensex
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Market barometer
Here are some charts that will help you make sense of the current market
in terms of valuations and return potential
The price-to-book-value ratio tells us how
many times an investor is ready to pay
for a rupee of net assets.
Since book value is stable and less
volatile than earnings, some consider it
better than the P/E as a measure of
valuation.
If
P/B  Median P/B = Overvalued
P/B  Median P/B = Undervalued
The Sensex is the most convenient
indicator to tell the state of the Indian
market. The 10-year graph presented
alongside shows the secular run in the
markets. However, this rally was
punctuated by several bearish phases.
The most prominent ones include the
following: a bear market driven by
weakening economic fundamentals in
2011, Chinese growth concerns in
2015, demonetisation blues in 2016,
and the sell-off in 2018 due to US–
China trade war and rise in US interest
rates. Lately, the markets have sharply
recovered from the COVID-19 shock.
The price-to-earnings ratio of the Sensex
is a simple market-valuation ratio. A
general guideline to help understand the
valuation is:
P/E  24 = Dangerously
overvalued
P/E  20  24 = Overvalued
P/E  16  20 = Fairly valued
P/E  12  16 = Undervalued
P/E  12 = Highly underval-
ued (mouthwater-
ing valuations)
This graph is based on standalone data of Sensex companies. If one
takes the consolidated data, the P/E will be lower.
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Dividend yield is nothing but the return
an investor gets in the form of dividend
on his investment. It is measured as
dividend per share divided by price
per share.
Generally speaking, when stocks are
cheap, dividend yields are high.
If
Dividend yield 
Median dividend yield = Undervalued
Dividend yield 
Median dividend yield = Overvalued
The GDP fell by 7.3 per cent in FY21 due to COVID-19.
This measure is Buffett’s personal
favourite. He said, “It is probably the
single best measure of where valuations
stand at any given moment.”
Here we have considered the market
capitalisation of all the listed companies
on the BSE.
If
Market cap  GDP = Market
overvalued
Market cap  GDP = Market
undervalued
The spread between G-sec yield and
Sensex’s earnings yield is another
valuation measure. G-sec yield is the
yield of the 10-year government bond.
Sensex’s earnings yield is the inverse of
the Sensex’s P/E ratio. The greater the
deviation from the median in either
direction, the greater the degree of
overvaluation or the undervaluation of
the Sensex.
If
Spread  Median = Overvaluation
Spread  Median = Undervaluation
All data as on July 19, 2021.
GDP data as of March 2021.
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
Sensex’s dividend yield
Max 1.80
Median 1.34
Min 0.72
Current 1.04
Jul
’11
Jul
’12
Jul
’13
Jul
’14
Jul
’15
Jul
’16
Jul
’17
Jul
’18
Jul
’19
Jul
’20
Jul
’21
2.0%
1.6
1.2
0.8
0.4
0
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
Max 118
Median 79
Min 56
Current
Market cap to GDP
2013 2014 2015 2016 2017 2018 2019 2020 2021
140%
120
100
80
60
40
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
Max 3.87
Median 2.78
Min 0.79
Current 2.96
10Y G-sec yield vs Sensex’s earnings yield
4.0%
3.2
2.4
1.6
0.8
0
Jul
’11
Jul
’12
Jul
’13
Jul
’14
Jul
’15
Jul
’16
Jul
’17
Jul
’18
Jul
’19
Jul
’20
Jul
’21
 


	26. Subscription copy of  [thakar.manish@gmail.com]. Redistribution prohibited.
The authoritative guide
to mutual funds
BUY NOW
Phone
E-mail
Cheque Number Date
Bank  Branch
i
h
l
e
D
w
e
N
,
o
t
e
l
b
a
y
a
P Value Research India Pvt. Ltd.
Name (Mr/Ms)
Address
Pin Code State
HV,ZDQWWREXBest Funds
www.vro.in +91-98688 91830
WhatsApp only
C-103, Sector 65, Noida - 201301
subscription@valueresearch.in
 


	27. Subscription copy of  [thakar.manish@gmail.com]. Redistribution prohibited.
The Way to
Save

Prosper
The Best of Mutual Fund Insight
The key to
riches
z

Get access to timeless
investment wisdom
z

Understand the basics of
mutual fund investing
z

Find out how to monitor and
optimise your portfolio
z

Know how to avoid the
common follies of investing
Price
`395
Phone
E-mail
Cheque Number Date
Bank  Branch
i
h
l
e
D
w
e
N
,
o
t
e
l
b
a
y
a
P Value Research India Pvt. Ltd.
Name (Mr/Ms)
Address
Pin Code State
HV,ZDQWWREXThe Way to Save  Prosper
BUY NOW
www.vro.in +91-98688 91830
WhatsApp only
C-103, Sector 65, Noida - 201301
subscription@valueresearch.in
 


	28. Subscription copy of  [thakar.manish@gmail.com]. Redistribution prohibited.
Theservicessectorhas
managedthesecondwave
muchbetter
While COVID-19 has impacted most businesses, the services sector has been the worst impacted.
However, amid the market rally over the last few months, even stocks from this sector have started
doing well. We speak to Rahul Baijal and Rohit Seksaria of Sundaram Mutual Fund about the
ground reality of the services sector and whether the rally is sustainable, especially against the
backdrop of the third wave. Baijal and Seksaria manage Sundaram Services Fund, an open-end
scheme whose mandate is to invest in stocks from the services space.
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The services sector has been the worst-hit due to the
pandemic. However, lately, many stocks from this sector have
started showing smart moves. What has changed? Can this
be overoptimism or a liquidity-driven market-wide rally?
The services sector has suffered the most during the
pandemic as services in general are more contact-
intensive. We have seen the services sector pick up pace
in recovery from September 2020 onwards, get stronger
over the festive season in October-November and then
sustain momentum till early 2021 until the second wave
started impacting April 2021 onwards. However, the
services sector has managed the second wave much
better as it was better prepared to handle the lockdowns.
Many services-sector stocks are showing smart
moves and have delivered good returns. While it may
feel like overoptimism, most have fundamental basis to
it. Some of them like IT services have been a
beneficiary of accelerated digital transformation of
global companies. In some cases, companies are
benefitting from increased consolidation, where
weaker unorganised players are getting pushed out
and large listed organised players are gaining market
share. Also, most companies have cut costs sharply
and we expect their post-pandemic margins to be much
higher than pre-pandemic levels.
Please decode the impact of the pandemic on the services
sector. Which are the worst-affected areas? Which have
been largely insulated or have actually done well?
As discussed, the services sector got significantly
impacted due to the pandemic but the impact was
different on different segments.
The worst affected is the travel and tourism
industry, including airlines, travel agents, hotels and
restaurants, theme parks, etc. Another segment that
has been badly affected is the one operating out of
malls, such as multiplexes and garment retailers.
Malls are last when it comes to unlock prioritisation
and even when it was permitted in between, it took
time for footfalls to normalise. However, with
vaccinations picking pace, these segments should start
showing recovery and doing well by the next year.
The segments which have been largely insulated are
RAHUL BAIJAL
Fund Manager – Equity, Sundaram Mutual Fund
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food and grocery retailers, hospitals and diagnostic
chains, and large banking and insurance companies.
Businesses which have benefited during the
pandemic due to the change in consumer behaviour
and work from home/anywhere habits are telecom
companies, online service providers (both B2B and
B2C), home-delivery companies. Also, IT services
companies have benefitted from the acceleration in
digital transformation agenda of global companies.
Over the last one year or so, are there any fundamental
changes that have happened in the way business happens
in the services space? Are there any models that will
become irrelevant?
The biggest change which has happened in the last one
year is the acceptance of work from home/ anywhere.
This has already transformed and will further
transform the way companies used to think about
employee costs and overheads. For example, a bank was
thinking about shifting the cheque-clearing function to
employees working from home and paying them on a
piece-rate basis. This is not limited to the services
space. All companies will look to shift more and more
work, especially operational and admin work, to gig
workers/work-from-home workers to manage their
employee cost and overheads better.
Another change is a sharp increase in digital
adoption as a much larger population was forced to
come and transact online. This has led to a global rush
to beef up digital offerings, which has benefitted Indian
IT services companies. This has also led to many
traditional areas such as grocery, pharmacy, restaurants,
salons, etc., open up for disruption from well-funded and
more service-oriented online digital players. It is still
early to say if any model will become irrelevant, but
many traditional businesses will have to reinvent
themselves to stay relevant in the new digital world.
Assuming that normalcy is restored in the near future,
which types of companies in the services sector will
bounce back fast? Which will take a long time to recover?
If normalcy is restored in the near future, the
segments which are more severely impacted – such as
travel and tourism, dining out, and entertainment –
will be the ones showing a stronger bounce back.
There is a huge pent-up demand as people are tired of
staying locked in their homes and are itching to
travel and socialise. Once they are assured of
normalcy, this pent-up demand will explode.
Services is such a strong secular theme that in the
event of normalcy all segments will bounce back in
no time. Only companies which have highly
leveraged balance sheets or which have been forced to
increase leverage to cope with the pandemic will take
longer to recover.
ROHIT SEKSARIA
Fund Manager – Equity, Sundaram Mutual Fund
The biggest change
which has happened in the
last one year is the
acceptance of work
from home/ anywhere.
This has already
transformed and will
further transform the
way companies used to
think about employee costs
and overheads.
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Assuming that the pandemic lingers on, how do you see the
services space doing? In your management discussions,
have you come across any strategies companies are
deploying to endure a prolonged slump in services?
The listed services companies have reimagined their
operations and have sharply pruned their costs during
the pandemic. Also, they have built a war chest of cash
on their balance sheet either through reduced working
capital or through raising funds from markets through
right issues, QIPs, etc. They have ensured that they are
well prepared to survive through the pandemic, even if
it lingers on for the next 12–18 months. We saw an
example of this during the lockdowns in the second
wave where disruptions were lower and companies
switched to their template for a lockdown.
However, the lingering pandemic might be devastating
for small and unorganised players in the services space
who might not have the wherewithal to survive the
disruption for that long. That again will be positive for
larger listed companies in the long term as competition
will diminish and their market shares will improve.
How do you pick stocks for your Sundaram Services Fund?
Since March 2020, how have you coped with the
pandemic-led disruption in your fund in order to
safeguard investor interest?
We have positioned Sundaram Services Fund like a multi-
cap fund with 40–60 per cent allocation to large caps and
balance to mid and small caps. In this fund, we focus on
services sub-segments that have a secular growth runway
for the next few years. Within those sub-segments, we
generally bet on the #1 or #2 players. The idea is to bet on
secular compounders from a three-to-five-year perspective.
Emerging technology and online services are
interesting high-growth areas where we don’t have many
companies in the listed space. As these companies are
maturing and listing, this fund aggressively participates
as an anchor investor during their IPOs.
Since the pandemic struck in March 2020, we have
remained invested in most of our positions as they are
fundamentally sound companies that can withstand the
current environment and will participate well as the
recovery picks pace post the pandemic. However, we
trimmed our positions in multiplexes, hotels and garment
retailers as they were disproportionately impacted due to
lockdowns. Simultaneously, we added to our positions in
IT services, which was benefitting from a surge in global
demand, and few other quality players which became
attractively priced thanks to the fall in markets.
If someone wants to bet on a few services sector stocks
now, what things should he keep in mind? Given the current
fractured PLs, how should one develop conviction? Are
there any specific financial metrics that one should track?
Services sector is very broad, with multiple sub-segments.
We have divided it into six segments, viz, financial services,
TMT (telecom, media and technology), trade and tourism,
healthcare, transportation, and business services. Each of
these segments has further sub-segments. So, an investor
needs to develop deep understanding of each sub-segment
and its key players and build a view of how it will evolve in
the future. Then focus on leaders in these sub-segments as
they are better placed to gain market share and withstand
disruption. As these are high-growth companies with high
ROCE, you generally don’t get them cheap. So, we need to
take a long-term view and buy good compounding stories.
Investors shouldn’t get deterred by current fractured PLs
due to a one-off pandemic but bet on companies in high-
growth services sub-segments which have a strong balance
sheet to ride through the current disruption.
The last one and half year has been nerve-racking for
investment managers. You may have especially felt the
heat, given the mandate of your services fund. What did you
do to keep yourself calm and focused? How did you handle
the investors’ jitters? What’s your secret sauce to deal with
stress and anxiety?
Both of us have more than two decades of experience
each in the stock markets and we have seen multiple
cycles of euphoria and panic in the markets. This
experience helps us keep calm and actually benefit from
panic-induced market corrections. Also, we have always
been confident of the quality of companies we have
invested in. We were sure that they will not only
withstand the pandemic-led disruption but also gain
market share and improve profitability through the
disruption and into recovery
. Last but not least, a little
bit of yoga/exercise every day helps. WI
If normalcy is restored in the
near future, the segments
which are more severely
impacted – such as
travel and tourism,
dining out, and
entertainment – will be
the ones showing a
stronger bounce back
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Global investing through ETFs
Allocating part of your portfolio to ETFs investing overseas can help diversify
better and aid in wealth creation. Here’s why.
G
lobalisation has not just connected the world but
has also made it easier to invest in the world’s
best companies. Quite a few broking firms in
India now facilitate international investing. However, it
can be very difficult to pick the right companies
overseas, track them and also fulfil many other
operational requirements if one chooses to invest
directly
. Fortunately, for the Indian investor, there are
many equity funds that invest overseas. They also
include international ETFs that one can buy and sell
just like a stock. These ETFs invest in a basket of
stocks listed overseas and are often mounted on a
popular index, such as the NASDAQ or SP 500. The
low-cost feature of these ETFs is an added advantage.
Benefits of international investing
z Better diversification: Funds investing in a particular
country are exposed to the ‘country risk’, i.e., if due to
certain factors, the economy of the country suffers,
then the companies operating in the country are also
likely to suffer. Investing overseas can help reduce this
country-specific risk. When one invests in a country
with low or negative correlation with the Indian
economy, that helps achieve geographical
diversification and adds to the stability of a portfolio.
z Profiting from rupee depreciation: By investing overseas,
one can also profit from rupee depreciation. However,
do check how the Indian rupee has historically moved
against the other country’s currency
. For instance, over
the past 10 years, the USD to INR rate has moved up
from about `45 to `74 (see the graph ‘USD–INR
exchange rate’), so by investing in an ETF that in turn
invests in US stocks, you could have benefitted from
this downward movement in the rupee.
z Exposure to global leaders/themes: With the
emergence of hot themes such as artificial
intelligence, cloud computing, etc., Indian investors are
looking to invest in their pioneers. However, one may
not readily find related listed companies on the Indian
stock market. Hence, international investing can help
get exposure to these. Apart from themes, international
ETFs can act as a low-cost investment vehicle to invest
in the world’s leading companies, such as Apple,
Netflix, Tesla, etc., across sectors.
z Indexation benefit: The tax treatment of international
funds is like that of debt funds. So, for any fund that is
held for more than three years, the gains are taxed at
a rate of 20 per cent with indexation (meaning your
gains are adjusted for inflation). This can translate
into lower taxes.
Thus, while the core of your portfolio should
consist of diversified equity funds, adding
international funds can help you hedge your
portfolio against any country-specific
or geographical risk. The allocation
to international ETFs will depend
on one’s investment needs and
risk appetite. But normally, one
can invest up to 25 per cent of the
total corpus in them. WI
An Investors Education Initiative by
:+¶059L_JOHUNLYH[L
The US dollar has historically gained against the Indian rupee, thus boosting
the returns of those who invested in US companies.
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All Mutual Fund investors have to go through a one-time KYC (Know Your Customer) process. Investors should deal only with Registered Mutual Funds (RMF).
For further information on KYC, RMFs and procedure to lodge a complaint in case of any grievance, you may refer the
Knowledge Center section available on the website of Mirae Asset Mutual Fund.
Disclaimer: Mutual fund investments are subject to market risks, read all scheme related documents carefully.
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Sectors and stocks to benefit from
a receding pandemic
How to
profit from the
recovery
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By Arul Selvan, Danish Khanna and
Rajan Gulati
T
he last one-and-a-half year
has been tough for
businesses in general due
to the outbreak of the
pandemic. However, if one
sees the impact on particular
sectors and companies, there are
clear winners and losers. While
certain sectors such as IT, pharma
and FMCG have done well, others
such as services, retail and realty
have suffered. Now that the second
wave has subsided and the economy
returns to normalcy, the losing
sectors are poised for a comeback.
To be sure, the stocks belonging to
these sectors have already started to
show smart moves.
In this story, we discuss seven
sectors that have borne the brunt
of the pandemic, along with their
key stocks. We try to assess how
these sectors are placed now vis-à-
vis their pre-pandemic and
pandemic days. For each sector, we
also discuss one key company
which appears to be best placed to
profit from recovery.
While the third wave still
remains a major threat, the limited
impact of the second wave
suggests that economic recovery
may just be around the corner.
Investing in a basket of stocks that
will be the major beneficiary of
this recovery could be rewarding.
However, as always, the stocks
discussed in this article are not
our recommendations. You must
do your due diligence before
investing in them.
SECTOR PORTFOLIO VS THE
SENSEX
For each sector, we have given a
three-year chart of the portfolio
comprising the top 10 stocks in the
sector vis-à-vis the Sensex. This
chart will help you assess the
movement in the sector as
compared to the market. The
stocks considered for this chart are
the ones given in the table of key
stocks. It was assumed that one
invested an equal amount in each
stock three years ago. If a
company was not listed three years
ago, it was incorporated in the
portfolio from its listing and the
appropriate adjustment was made.
KEY SECTOR STOCKS
This table mentions the top 10
stocks in the sector, along with
their key financial stability
numbers. Given that most
companies in the sectors discussed
have witnessed a significant drop
in their profits, profitability-
related metrics may not be very
useful. One must assess their
balance-sheet and cash-flow
strength. Following are the key
columns in this table:
5,;+,);;6,80;@! This is the debt-
to-equity ratio adjusted for cash and
current investments. A negative
ratio indicates more cash/current
investments than debt. This is a
comfortable position to be in.
-9,,*(:/-36:! Cash flows from
operations minus capital
expenditure is free cash flows.
They indicate that a company is
able to incur capital expenditure
from its own cash flows rather
than depend on outside funding.
This is highly desirable.
*(:/-36-96467,9(;065:! This is
cash generated from a company’s
operational activities. A positive
value is desirable. A negative
value indicates that profits, if any,
are not getting converted into real
cash, an undesirable scenario.
05;,9,:;*6=,9(.,9(;06! It indicates
how easily a company can service
the interest on its debt. The higher
the number, the better.
For NBFCs, the following are
the key metrics of the table:
(4! Assets under management of
the NBFC. The larger the assets,
the better the cushion.
*(:/! Cash available with the
NBFC. A large amount helps
combat tough times.
*(70;(3(+,8(*@9(;06!Indicates
the extent of a company’s ability
to pay liabilities and manage
credit risk. The higher, the better.
.96::57(!Non-performing assets
or bad loans as a per cent of total
assets. The lower, the better.
5,;57(! Non-performing assets
after provisioning as a per cent of
assets. The lower, the better.
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SECTOR VIEW
THE PRE-PANDEMIC SITUATION
I
n the second decade of the 21st
century, the Indian aviation
sector witnessed strong growth
of 13 per cent CAGR. Factors such
as the significant under penetration
in domestic and international seats
per capita, rising per capita income
and increasing urbanisation acted
as catalysts for the sector’s growth.
Adding to it, the sector saw a
consistent flow of capital in the form
of equity and debt investments in
various sub-sectors, including
airports, leasing, airlines, ground
handling, MRO etc. Also, various
supportive policies fuelled this
growth. For example, the
government’s new UDAN scheme –
which was aimed at making air travel
affordable and widespread in tier-II
and tier-III cities – was underpinned
by a planned investment of `17,500
crore by the Airports Authority of
India (AAI) to upgrade
these airports as well as
create new terminals in
tier 1 airports.
On the other hand,
the number of new
airlines and the total
fleet of all airlines were
on a steady increase on
the back of greater
investors’ interest in
the sector and higher
FDI limits (foreign airlines could
now invest up to 100 per cent in
Indian airlines). But despite the
growth, the sector continued to face
headwinds in the forms of high
taxation, excess capacity, low
pricing power and elusive profits.
DURING THE PANDEMIC
The aviation sector grappled with
various challenges due to the
pandemic. While the June 2020
quarter was nearly a washout, the
rest of the year saw slightly better
operating numbers, although it did
not translate into profits. High
operational leverage, restrictions on
domestic operations (at 50 per cent
capacity) and a near ban on
international travel resulted in one of
the most brutal years for the aviation
industry in recent memory
. Now, all
existing players are
burning cash on a daily
basis and are
desperately looking for
avenues to raise capital.
Unpaid dues have
shot up, aircraft lessors
are repossessing aircraft
owing to the non-
payment of rents and
new investments have
almost dried up. Adding
to it, fuel prices have started trending
upwards, thereby making even
existing operations less profitable.
Quite understandably, after losing $
3.9 billion in FY21, the Indian aviation
industry is expected to lose another
$4.1 billion in FY22 (as estimated by
the Centre for Asia Pacific Aviation).
THE PRESENT SITUATION
The second wave of COVID has
suppressed passenger demand
further. In June 2021, the total
number of passengers was only
31.1 lakh – a steep decline from
the 57.25 lakh recorded in April
2021. But the situation is all set
to improve. High vaccination
rates, reduced restrictions and
the pent-up demand for tourism
are likely to increase the demand
for travel but airlines will
struggle until then.
Stuckintheairpocket
Although there is an uptick in air travel, the sector has a long way to go to
reach the pre-COVID level
COVER STORY
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CFO (` cr) Stock return P/B
Company name M-cap (` cr) Net debt to equity 5Y total FCF (` cr) 1Y 5Y total Interest coverage ratio 1Y (%) 3Y (% pa) TTM 5Y median
0U[LYNSVIL(]PH[PVU 69,986 -144.9 14,070 -1,614 16,218 - 91.5 18.5 848.0 8.9
:WPJL1L[ 4,733 - 3,133 377 4,195 - 64.8 -10.7 - -
(JJLS`H:VS[PVUZ 2,215 -0.4 351 42 464 13.7 54.5 10.0 8.1 7.1
Data as on July 15, 2021. Spicejet’s equity is negative. Interglobe Aviation’s cash includes restricted cash as well. Interglobe and Spicejet had operating losses.
FCF: Free cash ﬂow. CFO: Cash ﬂow from operations.TTM: Trailing 12 months.
2,@(=0(;065:;6*2:
STOCK VIEW
ACCELYA SOLUTIONS
This travel-tech company
provides technology solutions for
the travel industry
. The company
works in tandem with airlines in
the entire financial cycle – right
from booking tickets to
converting data into actionable
insights. Its expertise spans
across revenue accounting, audit
and revenue recovery, credit-card
management and others.
Acceleya has a unique business
model wherein the majority of
its revenue comes from the
outsourcing of services on its
platform. Clients are billed a one-
time implementation charge,
along with an annual
outsourcing service fee.
The annuity form of revenue
model (more than 80 per cent of
revenue) provides good topline
visibility while ensuring strong
customer relationships.
Additionally, the company’s non-
linear business model signifies
that an increase in revenue will
not translate into a commensurate
increase in expenses.
However, high customer
concentration (the top five
customers account for 37 per cent
of its revenue) and its reliance on
a single business segment
(airline) pose challenges to the
company. Pundits are forecasting
that the growing popularity of
video calls could result in a
permanent decrease in corporate
travel, thereby reducing the
overall size of the market.
Additionally, the company faces
intense competition not only
from other travel-tech companies
but also from in-house
departments of airlines.
THE COMPETITIVE EDGE
There is still considerable
uncertainty about the recovery
of the aviation sector.
Nevertheless, being a tech player,
Accelya is better placed to
experience an uptrend as
compared to airline players. The
company has consolidated its
position in the domestic market
and a strong parentage of PE
firm Vista Equity paves the way
for the company to expand when
needed. Besides, unlike airline
players, the company’s
profitability doesn’t face the
brunt of rising crude oil prices.
FINANCIALS  VALUATIONS
As of December 2020, the
company was free from any debt
and had around `98 crore in cash
and current investments. The
asset-light business, coupled with
annuity revenues, resulted in
free cash-flow generation of `435
crore during the past five years
till June 2020. Although COVID
impacted its profitability and
TTM March-21 revenue and
profit declined by 39 per cent and
75 per cent, respectively, the
company still managed to report
profits. The share price has
increased briskly in the last one
year, moving up by around 43 per
cent, while the company trades
at a P/B of around 7.5 (5-year
median 7.1).
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SECTOR VIEW
THE PRE-PANDEMIC SITUATION
T
he Indian hospitality sector
had been sailing smoothly
before the pandemic came and
spoiled the show. For the hotel
sector, 2019 was a record year and
2020 was expected to be ‘even
bigger’ in view of a sharp increase
in domestic travel. According to the
global research firm Mobility
Foresights, the Indian hotel
industry was growing at a decent
rate of 4 per cent between 2015–2019
and the demand from domestic
travellers remained a bright spot.
Likewise, the Indian restaurant
industry with an employee base of
over seven million people was
growing at a rapid pace on the back
of the rising demand for eating
outside, a higher disposable income,
increasing urbanisation and the
expansion of food-delivery services.
DURING THE PANDEMIC
Initiatives like lockdowns, social
distancing, the stay-at-home order
and restrictions on travel and
mobility were undertaken to flatten
the COVID-19 curve. Almost all the
restaurants were asked to limit
their operations only to the
takeaway. Usually, operational costs
of most hotels are fixed and quite
high. During the pandemic, hotels
had to bear these costs, along with
other expenses, which led to a lot
of cash burn. With restrictions in
place and around 90 per cent fall in
their revenues, the hospitality
sector was one of the worst-hit
sectors.
Although the start of 2021 had
brought the hope of recovery for
these players, the deadly second
wave soon hit, affecting most of the
Indian states profoundly. This
placed the industry on the back foot
again.
THE PRESENT SITUATION
With the pace of COVID infection
slowing down and the vaccination
drive gaining pace, companies in
this sector have started witnessing
a slow recovery. Domestic leisure
and wedding businesses earn a big
chunk of revenues for hotels but
the demand from these segments
has been muted because of the
pandemic, thereby impacting the
business.
As reported by the Federation of
Hotel  Restaurant Associations of
India (FHRAI), the Indian hotel
industry took a hit of over `1.3 lakh
crore in revenues for the fiscal year
2020–21 due to the pandemic.
Businesses with high debt levels
have been struggling to repay loans
along with interest costs.
On the other hand, restaurants
have been witnessing a faster
recovery because of their home-
delivery system. As most people
have been staying at home and
eating out less because of the fear
of the infection, they have started
ordering at home, thereby enabling
restaurants to regain business as
compared to their hotel
counterparts.
Pangsofthepandemic
Although the sector is slowly coming out of the woods, a deep social and
psychological impact left by COVID-19 remains a looming threat
COVER STORY
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CFO (` cr) Stock return P/B
Company name M-cap (` cr) Net debt to equity 5Y total FCF (` cr) 1Y 5Y total Interest coverage ratio 1Y (%) 3Y (% pa) TTM 5Y median
1IPSHU[-VVKVYRZ 40,982 -0.4 1,243 751 2,515 4.7 83.5 118.6 28.7 14.7
09*;* 36,303  -1.0 1,274 247 1,513 23.3 66.4 NA 24.8 NA
0UKPHU/V[LSZ 17,827  0.5 1,229 -319 2,243 -0.9 90.5 19.9 4.9 3.8
LZ[SPML+L]LSVWTLU[
8,336  0.0 65 129 644 0.6 61.4 45.5 17.3 9.5
,0/ 7,320  0.0 74 -139 975 -6.4 91.4 -25.7 2.4 2.9
)YNLY2PUN 6,376  -0.5 -408 114 340 0.2 NA NA 9.5 NA
+LS[H*VYW 4,899  -0.3 524 57 837 2.4 102.1 -14.3 2.6 2.9
,HZ`;YPW7SHUULYZ 4,818  -1.3 167 74 172 12.3 NA NA 29.6 NA
4HOPUKYH/VSPKH`Z 4,266  19.3 1,145 382 2,033 2.8 96.3 9.3 5.7 5.8
*OHSL[/V[LSZ 3,790  1.3 781 60 1,128 0.0 41.2 NA 2.7 NA
Price data as on July 15, 2021 FCF: Free cash ﬂow. CFO: Cash ﬂow from operations.TTM: Trailing 12 months.
2,@/6:70;(30;@:;6*2:
STOCK VIEW
IRCTC
A central public-sector enterprise,
the company operates four business
segments – internet ticketing (27
per cent of FY20 revenue), catering
(46 per cent), packaged drinking
water (10 per cent) and travel and
tourism (17 per cent).
THE COMPETITIVE EDGE
It is a pure-play monopoly business in
three out of its four operating
segments, namely internet ticketing,
packaged drinking water and
catering. It is the only authorised
entity to manage catering services in
trains and major static units at
railway stations. At present, the
catering segment – the major
contributor to the company’s revenues
– is bearing the brunt of pandemic-
related restrictions. However, as we
move towards normalcy, this segment
is likely to start gaining pace.
Also, it is the only authorised
entity to manufacture and distribute
packaged drinking water under the
brand name ‘Rail Neer’ available at
all railway stations and trains.
The company offers ticket-
booking services through its
website and mobile
app and more than 30
crore tickets were
booked in FY20. With
the vaccination drive
gaining pace and
easing of lockdown-
related restrictions,
the number of railway
passengers is likely to
increase. On the other hand, with
the resumption of daily activities,
the hotel industry is also poised to
recover. Amid all, the monopoly
position of IRCTC in many of the
segments makes it a good
investment option.
FINANCIALS  VALUATIONS
As of March 2021, the company had a
strong balance sheet with zero debt
and cash and cash equivalents of
more than `1,450 crore. Its stock
trades at a very high P/E of 191 times,
which is due to the loss of revenues
in FY21 – which fell by more than 65
per cent. However, it managed to
deliver an ROE of 13.5 per cent. Given
the monopoly position of its
businesses, the company is expected
to bounce back sharply
. Although the
stock may appear to be overvalued at
a P/B of 24.7 times,
investors should keep
this stock on their radar.
As the demand for
online ticketing is
expected to increase in
the future, the company
will continue to earn a
high operating-profit
margin, which grew to
35.2 per cent in FY21 from 34.7 per
cent in FY20. In the last one year, the
stock has delivered a return of 67 per
cent as against the Sensex which rose
by more than 45 per cent.
Operating margin
reported by IRCTC
in FY21
35.2%
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SECTOR VIEW
THE PRE-PANDEMIC SITUATION
The Indian media  entertainment
industry (ME industry) mainly
comprises four segments – TV, print
media, digital media and filmed
entertainment. In FY15–FY 19, the
industry clocked a CAGR of 11.5
per cent and was expected to grow
at 13.5 per cent CAGR over FY19–24
(KPMG India’s media and
entertainment report 2019).
In the last five years, the
industry has witnessed several
changes, including the proliferation
of OTT platforms and changes in
the regulatory environment. The
OTT space gained prominence
because of two factors – the first
factor was the introduction of 4G,
as well as the consequent price war
that reduced mobile data charges to
the lowest in the world. And the
second factor was the exponential
growth of smartphones, owing to a
production surge. Both these
developments resulted in an
explosion in the number of screens
which opened up a new dimension
for the industry.
All these factors led to a massive
jump in the number of new players
vying to grab a pie of this fast
growing market. Although this led
to significant investments in
creating content, setting up
distribution infrastructure and
acquiring customers, players
temporarily sacrificed profitability
so that they could maximise their
growth and market share.
DURING THE PANDEMIC
The pandemic’s impact was quite
strong on the ME industry but it
had varying effects on different
sub-segments. With
theatres remaining
shut for the most part
and with no production
of content for over six
months, revenues of
the filmed
entertainment segment
plummeted by more
than 62 per cent, as per
the 2021 edition of the
FICCI-EY Report on the Indian
ME sector. In the TV segment,
advertisement revenues fell by 22
per cent and subscription revenues
dropped by 7 per cent. But even
amid this gloom, the digital
subscription and online gaming
sub-segments grew by 49 per cent
and 18 per cent, respectively, owing
to the availability of new content
and the convenience and easy
access that they offer to
subscribers. It ultimately resulted
in an increase of 166 per cent in the
number of digital subscribers.
THE PRESENT SITUATION
As expected, the shift to digital is
continuing, while many sub-
segments are limping back to their
pre-COVID levels. While TV
distributors are witnessing a
marginal decline in revenues
because of the
regulatory flux and
‘cord-cutting’
phenomenon, theatre
owners are still
struggling as the
second wave of COVID
prevented full
re-opening. Therefore,
more and more movies
are now being released
digitally as producers are exploring
newer ways to monetise their
assets. With many Hollywood
movies being released straight on
OTT platforms, the Indian industry
is likely to follow suit.
Standingatthecrossroads
With the growth of OTT platforms continuing unabated, the industry is
expected to witness a major transformation
COVER STORY
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CFO (` cr) Stock return P/B
Company name M-cap (` cr) Net debt to equity 5Y total FCF (` cr) 1Y 5Y total Interest coverage ratio 1Y (%) 3Y (% pa) TTM 5Y median
:U;=5L[^VYR 20,950 -0.5 5,348 1,464 7,611 77.1 40.2 -12.2 3.0 4.2
ALL,U[LY[HPUTLU[ 20,147 -0.2 2,093 1,548 3,228 27.9 31.0 -25.5 2.0 4.7
7=9 8,311 0.2 -888 -413 1,970 -0.7 30.8 4.8 4.5 5.9
;=)YVHKJHZ[ 7,269 0.1 -109 256 503 9.2 19.6 -3.1 1.7 1.7
:HYLNHTH 5,899 -0.3 181 190 211 37.7 677.2 68.7 11.7 3.1
5L[^VYR4LKPH 5,444 3.7 -1,274 -6 -219 5.1 17.0 7.2 9.9 4.2
0UV_3LPZYL 3,835 0.0 -280 -131 942 0.2 39.6 9.5 4.1 4.1
+PZO;= 2,679 0.1 -1,694 1,574 6,725 4.8 90.2 -41.6 1.0 1.0
+LU5L[^VYRZ 2,646 -0.9 116 227 923 76.5 -35.4 -0.5 1.0 1.2
5H]ULL[,KJH[PVU 2,227 0.0 540 268 773 8.6 31.0 -7.0 2.4 2.7
Data as on July 15, 2021. FCF: Free cash ﬂow. CFO: Cash ﬂow from operations.TTM: Trailing 12 months.
2,@4,+0(:;6*2:
STOCK VIEW
INOX LEISURE
INOX Leisure is India’s second-
largest chain of multiplex theatres
with 648 screens across 69 cities. The
company was one of the major
beneficiaries of the shift in
consumers’ preference from single-
screen theatres to multiplexes, as it
offered greater convenience while
catering to the growing need for a
premium viewing experience.
THE COMPETITIVE EDGE
The company undertook many cost-
cutting measures to reduce the rate
at which it was losing cash during
the height of the pandemic. It
renegotiated leases, reduced
employee expenses and further
trimmed its operating expenses. It
also raised funds (`250 crore in 2020
and another `300 crore in 2021) to
keep its balance sheet healthy and is
in a comfortable position to ride out
the extremely challenging operating
environment.
Besides, there are other factors
that make INOX stand out. The
movie pipeline continues to be large
since producers of big-ticket movies
realised that it would not be viable
for them to launch their movies on
OTT platforms. The lure of watching
movies on a big screen could
encourage higher footfalls. Another
factor is the company’s attempt to
shift its cost structure to a revenue-
sharing model, which, if successful,
would reduce the company’s
operating leverage and make it more
robust to future shocks.
FINANCIALS  VALUATIONS
The company – valued at `3,834
crore as on July 15, 2021 – has gone
up by only around 40 per cent, while
its benchmark index has jumped by
107 per cent in the same period. It
was particularly hit hard as
revenues in FY21 plummeted by
more than 94 per cent and its
bottom line swung from a profit of
`133 crore in FY19 to a loss of `337
crore in FY21. It is currently
trading at a P/B level of 4.11 (as on
July 15, 2021) as compared to its
five-year median P/B of 4.06 and the
three-year median of 3.76. As on
March 31, 2021, its net debt-to-equity
ratio was just 0.02 and it had `350
crore worth of real estate on its
balance sheet.
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SECTOR VIEW
THE PRE-PANDEMIC SITUATION
W
orking as an alternative to
banks, non-bank financial
companies (NBFCs)
facilitate lending across various
segments, including consumer
durables, vehicle financing and so
on. Over the years, these
institutions became so successful
that their contribution to the
country’s GDP increased
consistently – from 8.6 per cent in
2013 to 12.2 per cent in 2019 (as per
the Reserve Bank of India’s report
on trend and progress of banking
in India 2019–20).
During 2014–19, the sector
witnessed a healthy growth rate of
18.14 per cent CAGR. However,
following the ILFS crisis, the
sector started facing headwinds
such as an erosion of confidence,
rating downgrades and an economic
slowdown, which resulted in a weak
demand scenario.
DURING THE PANDEMIC
The pandemic-induced lockdown
had diverging effects on different
players. Since people from the
lower strata of the society suffered
more economic loss, microfinance
companies were immediately
impacted. The situation turned
worse when the government
announced a one-sided
moratorium on repayments, as
companies had to continue paying
money to their creditors, while
their borrowers did not have to
repay. Even though the
government announced a host of
stimulus packages and regulatory
schemes to assuage the industry’s
concerns, smaller players still
found it difficult to access credit
due to adverse risk perception.
THE PRESENT SITUATION
Since the second wave of COVID
led to localised restrictions, it left
different effects on different sub-
segments. While large housing-
finance companies and gold-loan
companies are now clearly in a
better position, owing to the
secured nature of their assets,
other players, such as those
offering vehicle finance,
consumer-durable loans and
personal loans, are facing
significant stress.
But the sector’s long-term growth
story remains intact. Although the
first three months of FY21 have
been washed out, the sector is still
expected to grow in this fiscal. India
is still underpenetrated in terms of
access to credit (Household debt to
GDP is at 11 per cent as compared to
54 per cent in China and 34 per cent
in South Africa – as per a FICCI EY
report on Non-Banking Finance
Sector in India) and scheduled
commercial banks are not expected
to fulfil the needs of all sections of
the society. Increased urbanisation,
favourable demographics and
consumption growth are some long-
term tailwinds.
Timetocashinonrecovery
An underpenetrated credit market, increased urbanisation and consumption
growth augur well for the sector
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Gross Net Stock return P/B
Company name M-cap (` cr) AUM (`cr) Cash (` cr) CAR NPA (%) NPA (%) 1Y (%) 3Y (% pa) TTM 5Y median
/+-* 4,58,589 5,69,894 1,13,830 22.2 1.98 0 41.9 8.8 3.0 4.1
)HQHQ-PUHUJL 3,69,744 1,52,947 20,573 28.3 1.79 0.75 94.6 35.4 10.1 7.9
4[OVV[-PUHUJL 62,904 58,280 8,830 27.4 0.88 0 45.6 58.4 4.0 2.5
*OVSHTHUKHSHT0U]YZ[TLU[ 42,154 69,996 6,863 19.1 3.96 2.21 154.2 17.7 4.4 3.8
:OYPYHT;YHUZWVY[-PUHUJL 39,189 1,17,243 19,789 22.5 7.06 4.22 122.8 6.1 1.6 1.7
:UKHYHT-PUHUJL 29,570 30,882 6,846 22.10 1.84 1.01 109.7 19.6 3.8 3.7
(KP[`H)PYSH*HWP[HS 28,748 48,689 31,661 22.8 2.68 1.47 106.8 -2.9 2.1 2.1
30*/VZPUN-PUHUJL 23,702 2,32,003 6,029 15.3 4.01 2.7 80.6 -2.0 1.2 1.6
3 ;-PUHUJL 23,495 94,013 17,299 23.8 4.97 1.57 68.0 -11.5 1.3 1.8
(H]HZ-PUHUJPLYZ 22,486 9,454 1,125 54.5 0.98 0.71 122.0 - 9.4 6.6
Data as on July 15, 2021; *For 1 year; **For 3 years AUM: Assets under management. CAR: Capital adequacy ratio. NPA: Non-performing assets.TTM: Trailing 12 months.
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STOCK VIEW
SHRIRAM TRANSPORT
FINANCE
S
hriram Transport Finance
Company (STFC) is an
experienced player in the
vehicle-financing space. In the last
four decades, the company has
developed a niche in the used
commercial-vehicle segment and
emerged as a dominant player in
the industry, with a 16 per cent
share in the CV-financing market.
The company has 2.1 million
customers, a large network of 1817
branches and more than 24,000
employees. Out of its AUM of
`1,17,230 crore, almost 90 per cent is
for financing used vehicles, while
business loans (1.7 per cent),
working-capital loans (2.3 per cent)
and new vehicle loans (6.7 per cent)
constitute the remaining loan book.
THE COMPETITIVE EDGE
The freight transportation
industry has been struggling
because of several reasons. While
the post-GST regime led to a
decline in the demand for CVs
(since existing vehicles got more
efficient owing to lower idle time
at each state’s borders), the
current pandemic resulted in
restrictions on movement to
contain the spread of the virus.
But now with these restrictions
being slowly lifted, the company is
all set to gain benefits because of
two reasons. One, it is a leader in
a space that still has a high
potential, as almost 60 per cent of
CV-finance needs are
currently being met
by private financiers
and money lenders
who charge
exorbitant interest
rates. With the
economy bouncing
back, the need for
freight capacity is
expected to increase.
Second, several tailwinds,
including regulatory changes in
the form of stricter emission
standards that ban older trucks
(leading to an increase in the
replacement demand) and growing
rural penetration by cargo LCV’s,
are likely to benefit the company.
It also managed to raise `1, 492
crore in a rights issue in August
2020 and is currently well
capitalised with a 22.5 per cent
capital-adequacy ratio.
FINANCIALS  VALUATIONS
In FY21, the company’s AUM
increased by around 7 per cent.
But its net interest margin
reduced by 46 basis points to 6.7
per cent from 7.16 per cent. This
resulted in a largely flat net
interest income and
consequently the
bottom line. The
company’s interest-
coverage ratio was
at 1.9 times and had
a RoE of 12.57 per
cent.
It is trading at a
P/E of 15.68 which
is almost in line with its five-year
median P/E of 14.73. But from a
P/B point of view, it is attractively
valued at 1.64 times – at a discount
to its five-year median P/B of 1.74.
Although its near-term outlook is
expected to be volatile, the
normalisation of AUM growth,
asset quality and NIMs will make
the company more valuable to
investors.
Raised by STFC after
the pandemic
`1492cr
*
**
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SECTOR VIEW
THE PRE-PANDEMIC SITUATION
T
he retail sector had been
witnessing a set of changes
before the pandemic hit. A
2019 FICCI-Deloitte report predicted
that the Indian retail market would
grow to $1.75 tn by 2026 out of
which, $200 bn would come from
e-commerce retail. Over the years,
the sector saw a shift from
unorganised to organised retail
players on the back of GST, internet
penetration, the growth of
technically advanced start-ups, an
increasing presence of major
players such as Reliance Retail, Tata
Group, Aditya Birla and the growing
service-oriented middle class.
However, even before the
pandemic struck, the country’s
economic growth had been slowing
down due to subdued consumption
growth across sectors, right from
automobile to consumer
electronics to FMCG products.
DURING THE PANDEMIC
The nationwide lockdown dealt a
serious blow to the sector. In July
last year, the trader’s body CAIT
(the Confederation of All India
Traders) estimated that Indian
retail had suffered a business loss of
about `15.5 tn within 100 days of the
lockdown in March 2020. Amid the
turbulence, various trends emerged.
Local kirana stores, along with
e-commerce players like BigBasket,
Grofers selling groceries, thrived,
while retailers selling discretionary
categories like beauty and
cosmetics, fashion and apparel were
adversely affected. Of these
retailers, big companies with a
strong balance sheet were able to
manage the turbulence better as
compared to small ones by following
several cost-control measures.
As the first wave of COVID
started receding from the second
quarter of FY21, retailers in tier-II
and beyond cities and those
having a presence in the high
street experienced better recovery
than the ones in malls. However,
the recovery was ephemeral as the
second wave of COVID triggered
various regional lockdowns.
THE PRESENT SITUATION
COVID has led to a rapid
acceleration in digital commerce.
Retail players are now focusing
more on a combination of digital
and brick-and-mortar models.
Reliance Retail, the country’s
biggest retailer by sales, has
increased its physical presence by
acquiring Future Retail and other
group companies (the deal is yet to
be finalised) and its digital
presence by launching JioMart.
On the other hand, Tata Group is
planning to launch a super app to
align its offline FMCG and retail
business with the online one.
Although it’s difficult to paint the
entire retail sector with one
brush, COVID has definitely led to
big players becoming bigger.
Grabbingthedigitalslice
In view of a rapid acceleration in digital commerce, retail players are now
steadily adopting a combination of digital and brick-and-mortar models
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