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=  QOil India: Our ADD recommendation on Oil India with a target price of INR
680 is premised on oil production growth at 9% CAGR and gas production
growth at 26% CAGR over FY24-26E. Q4FY24 EBITDA stood at INR 23bn (-
1% YoY, +11% QoQ), and PAT at INR 20bn (+14% YoY, +28% QoQ) came in
above our estimate, driven by higher-than-expected realisations and higher
other income. Oil and gas production stood at 1.65mmtoe (+5% YoY, -1%
QoQ), below our estimates.

= Astral: We downgrade Astral to ADD owing to its expensive valuation. Our
target price remains unchanged at INR 2,040/sh (60x its Mar-26E EPS).
Following strong demand during Q4FY24, plumbing volume grew 23/27%
YoY/QoQ. NSR declined 3% QoQ due to the CPVC pipes prices decline (lower
cost pass-on). In our view, adjusted for inventory gain or loss, EBITDA/kg for
plumbing is INR 38 per kg in Q4 vs INR 45/36 per kg YoY/QoQ. In Q4FY24,
adhesives and paints reported poor revenue growth of 5% YoY with sub-par
12.9% EBITDAM. Plumbing demand continues to stay strong in the market.
The adhesive UK operations have normalised and the Dahej plant is ramping
up well. The bathware segment is also gaining pace and the company is
expected to break even on the EBITDA front in FY25.

=  Eris Lifesciences: EBITDA grew (25% YoY) with +38% YoY sales growth, led
by 23% YoY growth in domestic business (15% organic; additional sales from
M&A of Dr Reddy’s derma/Biocon’s Nephro and derma brands) and
incremental sales from Swiss parental integration (of INR 550 mn). Lower
gross margin (-339 bps YoY), higher costs, and higher depreciation/interest
led to muted PAT growth. The company guides for 12-14% organic growth in
its domestic business and for a sustainable margin of 36% in FY25. Gross
margin was lower in Q4 due to sales mix which it expects will normalize in
H1FY25. MJ] Biopharma (JV) saw a reduction in burn from a loss of INR 201
mn in FY23 to a loss of INR 80 mn in FY24 (near breakeven as Q4FY24 loss
was at INR 12 mn). It has improved the EBITDA margin for the derma
segment to ~35% in FY24 from 27% in FY23 and expects to sustain it.
Integration of Swiss Parentals and Biocon India formulation business on track
— expects to complete in Q1FY25. Targets to reduce debt to INR 20 bn by FY26
(Debt/EBITDA 1.6x) from INR 30 bn (3.5x Debt/EBITDA). Looking to
maintain OCF to EBITDA conversion at 70-75% in FY25/26. Target to launch
20+ products through its own R&D pipeline in FY25. Factoring FY24, we have
cut FY25 EPS by 2% but almost retained FY26E EPS. We maintain BUY with
a TP of INR 1,050 (25x FY26E EPS) as we remain positive on Eris with its
chronic focus strategy and scale-up in M&As.

= Aether Industries: We retain our BUY rating on Aether Industries, with a
target price of INR 1,110, on the back of (1) capacity expansion-led growth, (2)
advanced R&D capabilities, (3) technocratic management, (4) market leading
position in most of its products, (5) strong product pipeline, and (6) marquee
customer base. EBITDA/APAT was 73/105% below estimates owing to lower-
than-expected revenue. It was lower due to the closure of site 2. The company
reported an exceptional item of INR 74mn in Q4 towards the amount paid to
the families of the deceased, medical expenses of the injured, and penalty paid
to GPCB.

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters
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= Ujjivan Small Finance Bank: UJJIVAN beat estimates on the back of margin
reflation, boosted by a one-time interest reversal post- the reverse merger and
healthy growth (+26% YoY), offset by higher opex and credit costs. Deposit
growth was healthy (+6% QoQ), as the CASA ratio improved 102bps QoQ to
26.5%, with seasonal pick-up in CASA and retail deposits. GNPA was stable
at 2.2% as slippages stayed steady at 1.3%. On the succession front, the RBI
has approved the appointment of Mr. Sanjeev Nautiyal as the MD and CEO
effective July 1, 2024. With a higher mix of secured loans and potential impact
of rate cuts during H2FY25, we expect NIM compression, going forward. We
tweak our FY25E/26E estimates to factor in marginally higher growth, offset
by higher credit costs and maintain BUY with a TP of INR70 (1.6x Mar-26
ABVPS).

®=  Sudarshan Chemical: We maintain REDUCE on Sudarshan Chemical (SCIL),
with a price target of INR 759 (WACC 11%, terminal growth 3.5%). Plant
utilisation to increase owing to robust demand in all export markets except
the European one. German pigment maker Heubach has filed for insolvency.
This could act as a tailwind for the pigment industry in the near term. SCIL’s
balance sheet is improving gradually with (i) a reduction in net debt by
~INR4bn to INR3.8bn in FY24 and (ii) a cash conversion cycle. We expect SCIL
to continue to hold interesting growth prospectus. The shift in product mix
could expand the margin. However, valuation is demanding. The stock is
trading at 27/21 FY25/26E EPS, which we believe is contextually high (RoIC
of 13/16% for FY25/FY26E). Q4 EBITDA/APAT was 47/95% above our
estimate, owing to higher-than-expected revenue.
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Oil India

High other income drives the beat

Our ADD recommendation on Oil India with a target price of INR 680 is
premised on oil production growth at 9% CAGR and gas production growth at
26% CAGR over FY24-26E. Q4FY24 EBITDA stood at INR 23bn (-1% YoY, +11%
Qo00Q), and PAT at INR 20bn (+14% YoY, +28% QoQ) came in above our estimate,
driven by higher-than-expected realisations and higher other income. Oil and
gas production stood at 1.65mmtoe (+5% YoY, -1% Qo0Q), below our estimates.

Standalone financial performance: EBITDA in Q4 stood at INR 23bn (-1%
YoY, +11% QoQ), above our estimate, owing to higher-than-expected crude
oil net realisation. Other expenses stood at INR 28bn (+10% YoY, -7% QoQ),
while employee cost was at INR 5bn (-29% YoY, +11% QoQ). Reported PAT
at INR 20bn (+14% YoY, +28% QoQ) also came above our estimate driven by
higher-than-expected other income of INR 8bn (+94% YoY, +64% QoQ).
Depreciation was at INR 5bn (+38% YoY, -9% QoQ), coming in below our
estimates, while interest cost was at INR 2bn (+76% YoY, +4% QoQ), above
our estimate.

Standalone operational performance: In 4, the net crude oil realisation,
adjusting for the windfall tax stood at USD 78.8/bbl (+4% YoY, +6% QoQ),
above the estimate, while gas realisation at USD 6.9/mmbtu, (-22% YoY, -1%
QoQ) came broadly in line. Oil production came in at 0.85mmt (+6% YoY, -1%
QoQ), in line, and gas production of 0.81bcm (+3% YoY, -2% QoQ) fell short
of estimates. Oil sales volume was at 0.84mmt (+10% YoY, -1% QoQ), while
gas sales volume was at 0.65bcm (+5% YoY, -4% QoQ).

Key highlights: (1) The board recommended an issue of bonus shares in the
ratio 1:2; fixed 2 July 2024 as the record date. (2) The board has also
recommended a final dividend of INR 3.75/sh, in addition to the interim
dividend of INR 12/sh, implying a dividend payout of ~31% for FY24. (3) In
(Q4, Numaligarh refinery reported an EBITDA/PAT of ~INR 11/6.4bn with a
GRM of USD 13.3/bbl; FY24 EBITDA/PAT was at INR 34/21.6bn with GRM at
USD 13.2/bbl; crude throughput for Q4/FY24 stood at 0.8/2.5mmt.

Change in estimates: We have raised our consolidated EPS estimates for
FY25/26E by 13/7% to INR 79/85.1 per sh, to factor in higher sales volumes
estimates, higher other income and lower expenses. Our target price is revised
to INR 680/sh, as we roll forward our valuation to FY26.

We value Oil India’s standalone business at INR 398 (5x Mar-26E EPS) and
its investments at INR 282. The stock is currently trading at 7.8x Mar-26E
EPS.

Standalone financial summary
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ADD

CMP (as on 21 May 2024) INR 664
Target Price INR 680
NIFTY 22,529
Changes O NEW
Rating ADD ADD
Price Target INR 530 INR 680

FY25E FY26E
EPS change

+13.4% +6.9%
KEY STOCK DATA
Bloomberg code OINL IN
No. of Shares (mn) 1,084
MCap (INR bn) / ($ mn) 720/8,649

6m avg traded value (INR mn) 3,161

52 Week high / low INR 671/241

STOCK PERFORMANCE (%)
3M  6M  12M
Absolute (%) 135 1159 1469

Relative (%) 122 1033 1271

SHAREHOLDING PATTERN (%)

YE March 4 3 o 4 YoY

(INR bn) FY%4 FY%4 Q(‘V?) FY%3 (%) FY2z®  FY23®) FY24P" FY25E" FY26E*
Revenues 58 58  (1.0) 56 2.0 300 410 363 403 450
EBITDA 23 21 10.9 23 (0.5) 105 153 125 140 156
APAT 20 16 281 18 135 56 87 83 86 92
AEPS (INR) 187 146 281 165 135 51.8 80.5 76.5 79.0 85.1
P/E (x) 12.8 8.2 8.7 8.4 7.8
EV/EBITDA (x) 8.5 59 7.5 6.5 53
RoE (%) 20.7 25.3 19.1 16.2 14.7

Source: Company, HSIE Research | *Consolidated

Dec-23 Mar-24
Promoters 56.66 56.66
FIs & Local MFs 15.97 17.66
FPIs 11.00 9.51
Public & Others 16.38 16.18
Pledged Shares 0.00 0.00
Source : BSE
Harshad Katkar

harshad katkar@hdfcsec.com
+91-22-6171-7319

Nilesh Ghuge
nilesh.ghuge@hdfcsec.com
+91-22-6171-7342
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Astral

Positive commentary; cautious on valuation

We downgrade Astral to ADD owing to its expensive valuation. Our target price
remains unchanged at INR 2,040/sh (60x its Mar-26E EPS). Following strong
demand during Q4FY24, plumbing volume grew 23/27% YoY/QoQ. NSR
declined 3% QoQ due to the CPVC pipes prices decline (lower cost pass-on). In

our

view, adjusted for inventory gain or loss, EBITDA/kg for plumbing is INR

38 per kg in Q4 vs INR 45/36 per kg YoY/QoQ. In Q4FY24, adhesives and paints
reported poor revenue growth of 5% YoY with sub-par 12.9% EBITDAM.
Plumbing demand continues to stay strong in the market. The adhesive UK
operations have normalised and the Dahej plant is ramping up well. The
bathware segment is also gaining pace and the company is expected to break
even on the EBITDA front in FY25.

Q4FY24 performance: Plumbing volume grew 23/27% YoY/QoQ owing to
strong demand. NSR declined 3% QoQ due to the CPVC pipes prices decline
(lower cost pass-on). In our view, adjusted for inventory gain or loss,
EBITDA/kg for plumbing is INR 38 per kg in Q4 vs INR 45/36 per kg
YoY/QoQ. Bathware segment revenue is INR 242mn in Q4 vs INR 100/200mn
YoY/QoQ. Adhesives and paints reported sub-par revenue growth of 5% YoY
(adhesives/ paints +8/-14% YoY). The adhesives and paints segment EBITDA
declined by 16% YoY (+5% QoQ) as EBITDAM declined by 220bps YoY
(+40bps QoQ) to 12.9%.

Outlook: Astral has guided that it would at the very least double its revenue
in the next five years (>15% CAGR). Plumbing demand continues to stay
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ADD

CMP (as on 21 May 2024) INR 2,078

Target Price INR 2,040
NIFTY 22,529
gl}-zITANGES OLD NEW
Rating BUY ADD
Price Target INR 2,040 INR 2,040
APAT FY25E FY26E
revision % 0.1 0.0
KEY STOCK DATA

Bloomberg code ASTRAIN
No. of Shares (mn) 269
MCap (INR bn) / ($ mn) 558/6,705

6m avg traded value (INR mn) 1,270

52 Week high / low INR 2,352/1,634

STOCK PERFORMANCE (%)

strong in the market. PVC resin prices rose two times in Q1FY25; these are 3M 6M 12M
expected to further increase. CPVC prices too are expected to increase. In Absolute (%) 77 70 258
FY25, it expects 15-20% growth in the adhesive business, aided by the Dahej )
. . el . .. Relative (%) 64 (5.6) 6.0
ramp-up. UK adhesive profitability is expected to normalise in FY25. The
bathware segment is slowly ramping up (adding products and distributors)
and should turn EBITDA breakeven in FY25. It expects INR 3bn revenue SHAREHOLDING PATTERN (%)
(+62% YoY) in paints for FY25 with 14-15% EBITDAM. In the plumbing Dec-23  Mar-24
segment, both the Hyderabad and Kanpur phase-1 plants of 35/30 K MT will Promoters 5410 5410
start in FY25. We maintain our EPS estimates for FY25/26E. We are cautious
about the stock’s valuation and thereby downgrade it to ADD from BUY Fls & Local MFs 1366 1285
earlier. We maintain our target price at INR 2,040/sh (60x its Mar-26E EPS). FPIs 1979 2122
Quarterly/annual financial summary (consolidated) Public & Others 12.44 11.82
E;ENII\:;) FY%: FY%; ’;“;}; FY%Z Q(‘f,g FY22 FY23 FY24P| FY25E FY26E Pledged Shares - -
ﬁg‘;s sales (K 668 544 228 527 267 1496 1776 2196 2525 2904 Source : BSE
EBITDA (INR/kg) 383 477 -198 320 195 422 366  341| 383 390 Pledged shares as % of total shares
gggei‘r’l‘;s* Rev 400 383 45 372 75 1028 1391 1499| 1819 2158
EA;}}‘EZ’EZ ) 129 151 125 150 131 138 135 146 146
Net Sales 1625  15.06 79 1370 186 4394 5159 5641| 6442 76.07
EBITDA 292 309 56 205 421 755 810 918| 1231 1457
EBITDAM (%) 179 205 15.0 172 157  163| 191 192
APAT 182 208 -125 114 600 484 458 546| 758 916 Keshav Lahoti
Diluted EPS (Rs) 6.8 77 -125 42 600 181 170  203| 282 341 keshav lahoti@hdfesec.com
EV / EBITDA (x) 734 687 605 448 376 191-22-6171-7353
P/E (x) 1156 1220 1024 738 610
RoE (%) 26 172 175 212 216
Source: Company, HSIE Research, * Adhesives includes paints FY23 onwards Rajesh Ravi
rajesh.ravi@hdfcsec.com
+91-22-6171-7352
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Eris Lifesciences

In transition phase; integration and debt reduction key

EBITDA grew (25% YoY) with +38% YoY sales growth, led by 23% YoY growth in
domestic business (15% organic; additional sales from M&A of Dr Reddy’s
derma/Biocon’s Nephro and derma brands) and incremental sales from Swiss
parental integration (of INR 550 mn). Lower gross margin (-339 bps YoY), higher
costs, and higher depreciation/interest led to muted PAT growth. The company
guides for 12-14% organic growth in its domestic business and for a sustainable
margin of 36% in FY25. Gross margin was lower in Q4 due to sales mix which it
expects will normalize in H1FY25. M]J Biopharma (JV) saw a reduction in burn from
a loss of INR 201 mn in FY23 to a loss of INR 80 mn in FY24 (near breakeven as
Q4FY24 loss was at INR 12 mn). It has improved the EBITDA margin for the derma
segment to ~35% in FY24 from 27% in FY23 and expects to sustain it. Integration of
Swiss Parentals and Biocon India formulation business on track - expects to
complete in Q1FY25. Targets to reduce debt to INR 20 bn by FY26 (Debt/EBITDA
1.6x) from INR 30 bn (3.5x Debt/EBITDA). Looking to maintain OCF to EBITDA
conversion at 70-75% in FY25/26. Target to launch 20+ products through its own
R&D pipeline in FY25. Factoring FY24, we have cut FY25 EPS by 2% but almost
retained FY26E EPS. We maintain BUY with a TP of INR 1,050 (25x FY26E EPS) as
we remain positive on Eris with its chronic focus strategy and scale-up in M&As.

®  QA4FY24 highlight—sales led by organic growth and M&A: Sales grew 37% YoY
to INR 5.51 bn as branded generic formulation business saw growth of 23% YoY
to INR 4.8 bn (15% organic growth and incremental sales from acquired brands
from Dr Reddy’s and Biocon). Recently acquired Swiss Parentals had sales of INR
550 mn in Q4FY24.

®" PAT muted due to the impact of integration of acquired businesses: Gross
margin was lower at 78.5% (-339 bps YoY), due to a weak sales mix. Integration
of recently acquired Swiss Parental led to higher staff cost (+19% YoY) and other
expenses (+45%) leading to EBITDA of INR 1.48 bn (+25% YoY) and the margin
was at 26.9% (-257 bps YoY). Adjusted for non-recurring charges (for M&As) of
INR 214 mn, EBITDA was at INR 1.7 bn and margin stood at 30.8% in Q4FY24.
Higher other income, interest cost (+273%), depreciation (+53%) and tax reversal
led to a reported PAT of INR 710 mn (+8% YoY).

® Key takeaways from con call: Eris guides for 12-14% organic growth in its
domestic business and a sustainable margin at 36%, led by launch visibility of 20+
products through its own R&D pipeline in FY25. It expects to normalize gross
margin in HIFY25. Integration of Swiss Parental and Biocon' India business on
track — expects to complete in Q1FY25 and accordingly it will provide EBITDA
guidance. Guides for depreciation of INR 600 mn, amortization of INR 2.25 bn,
and interest expenses at INR 2.4 bn in FY25. M] Biopharma (JV) saw a reduction
in burn to a loss of INR 80 mn in FY24 (near breakeven as Q4FY24 loss was at INR
12 mn; loss of INR 201 mn in FY23); it achieved monthly sales rate of INR 50 mn.
Capex for new fill-finish blocks of Hormones and Insulins at its Ahmedabad
facility is to be INR 700-800 mn in FY25 and similar capex is likely for FY26.

Quarterly financial summary

(INR mn) 4QFY24 4QFY23 YoY (%) 3QFY24 QoQ (%) FY22 FY23| FY24E FY25E FY26E
Net Revenue 5509 4,028 37 4,863 13 13,470 16,851 20,091 30,877 34,064
EBITDA 1,484 1,189 25 1,755 (15) 4,850 5,367| 6,748 10,490 12,062
APAT 710 654 8 1,027 (31) 4,061 3,822 3,920 4,172 5,712
EPS (INR) 5.2 4.8 8 7.6 (31) 29.9 28.1 28.8 30.7 42.0
P/E (x) 30.4 32.3 31.5 29.6 21.6
EV/EBITDA (x) 253 24.5 21.3 14.7 12.3
RoCE (%) 24 16 10 12 14

Source: Company, HSIE Research, PAT adjusted for one-offs

[} HDFC sccuritos [l 1]
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BUY

CMP (as on 21 May 2024) INR 908
Target Price INR 1,050
NIFTY 22,529
IC<I}-EITANGES OLD NEW
Rating BUY BUY
Price Target ~ INR 1050 INR 1050
FY25E FY26E
EPS %
-1.7 0.0
KEY STOCK DATA
Bloomberg code ERIS IN
No. of Shares (mn) 136
MCap (INR bn) / ($ mn) 123/1,484
6m avg traded value (INR mn) 179
52 Week high / low INR 972/605

STOCK PERFORMANCE (%)
3M 6M  12M
Absolute (%) 61 (20) 461

Relative (%) 49 (147) 263

SHAREHOLDING PATTERN (%)

Dec-23 Mar-24

Promoters 54.9 54.9
FIs & Local MFs 14.56 15.63
FPIs 13.14 14.27
Public & Others 174 15.2
Pledged Shares 10.95 18.51
Source: BSE

Mehul Sheth

mehul.sheth@hdfcsec.com
+91-22-6171-7349
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Aether Industries

Closure of site results in weak performance

We retain our BUY rating on Aether Industries, with a target price of INR 1,110,

on the back of (1) capacity expansion-led growth, (2) advanced R&D

capabilities, (3) technocratic management, (4) market leading position in most

of its products, (5) strong product pipeline, and (6) marquee customer base.

EBITDA/APAT was 73/105% below estimates owing to lower-than-expected

revenue. It was lower due to the closure of site 2. The company reported an

exceptional item of INR 74mn in Q4 towards the amount paid to the families of

the deceased, medical expenses of the injured, and penalty paid to GPCB.

®  Financial performance: Revenue/EBITDA fell 24/67% QoQ to INR 1,175/102
mn. EBITDA margin decreased by 1146/2375 bps QoQ/YoY to 8.7%.
Performance was impacted owing to a fire incident and closure of site 2 for a
few months in Q4 and the unavailability of the partial facility for a limited
period.

® Key con call takeaways: (1) Segmental revenue break-up for Q4FY24 was:
68% large-scale manufacturing (LSM), 19.7% CRAMS and 11.8% contract
manufacturing/others. (2) The end-user industry mix of Aether for FY24 was:
pharmaceutical-51%, agrochemical-27%, photography-4%, material sciences-
8%, coatings-4.4% and others-~6%. (3) Exports formed 43% of the total
revenue, which included exports to SEZ and EOU units in India. (4) The
company spent INR 987mn on research and development, forming 15.4% of
the revenue in FY24. The R&D team strength at the end of FY24 was 276
employees. (5) The company added 10 new customers across all business
models in Q4. (6) It will execute a 15 MW solar power project in FY25. It will
initially commence 5SMW in Q1FY25. (7) It appointed Dr. James Ringer as CTO
of the company. (8) Project updates: site 3+ and 3++ expected to be
commissioned by Q4FY25. A dedicated plant for an oil and gas services
customer at site 4 was commissioned during Q4FY24. (9) At site 5, EC
approval has been received and ground levelling work started. It will be
operational by Q4FY26. (10) The company has successfully completed the
piloting of Novoloop. (11) Increased inventory days were owing to work-in-
progress inventory due to the partial ramp-up of site 2. (12) The company will
be focusing on organic electrolyte additive which is a specific subset of
electrolyte additive. Out of three electrolytes in development, two are
commonly used in lithium-ion batteries.

® DCF-based valuation: Our target price is INR 1,110 (WACC 11%, terminal
growth 6%). We change our estimates by -7/-6% FY25/FY26E to INR 12/18 due
to the reduction in average realisation and lower-than-expected revenue in
CRAMS business.

Financial summary (consolidated)

INR mn F Y42?1 FY32?1 Q(?%Q) FY42Q3 ];:2)/ FY22  FY23| FY24P FY25E FY26E
Net Sales 1,175 1,554 (24.4) 1,838 (36.0) 5900 6511 5982 899 13,446
EBITDA 102 313 (67.4) 59 (82.9) 1,681 1,862| 1,322 2415 3,747
APAT 79 215 (63.4) 376 (79.1) 1,089 1,304 929 1,573 2,380
AEPS (INR) 0.6 16  (63.4) 28 (79.1) 8.2 9.8 7.0 119 18.0
P/E (x) 102.0 852 119.2 70.7 46.7
EV/EBITDA(x) 67.7 59.1 81.1 44.8 29.6
RoE (%) 38.8 16.0 5.6 7.3 10.2

D3 Horc s JAYJ
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BUY

CMP (as on 21 May 2024) INR 839

Target Price INR 1,110
NIFTY 22,529
KEY OLD NEW
CHANGES

Rating BUY BUY

Price Target INR 1,153 INR 1,110
FY25E FY26E

EPS %

(-7%) (-6%)
KEY STOCK DATA
Bloomberg code AETHER IN
No. of Shares (mn) 133
MCap (INR bn) / ($ mn) 111/1,335

6m avg traded value (INR mn) 141
52 Week high / low INR 1,211/762

STOCK PERFORMANCE (%)

3M 6M 12M
Absolute (%) 25 42 (8.6
Relative (%) (3.7) (16.8) (284)

Source: Company, HSIE Research
Change in estimates (consolidated)

Y/E Mar FY24EOld FY24ENew  %Ch | FY25EOId FY25ENew  %Ch
EBITDA (INR mn) 2,602 2,415 (7.2) 4,004 3,747 (6.4)
Adj. EPS (INR/sh) 12.8 11.9 (7.2) 19.1 18.0 (6.0)

Source: Company, HSIE Research

SHAREHOLDING PATTERN (%)
Dec-23 Marc-24

Promoters 81.79 81.79
FIs & Local MFs 11.8 11.8
FPIs 1.98 222
Public & Others 443 4.17
Pledged Shares 0.00 0.00
Source: BSE

Nilesh Ghuge

nilesh.ghuge@hdfcsec.com
+91-22-6171-7342

Harshad Katkar
harshad.katkar@hdfcsec.com
+91-22-6171-7319

Prasad Vadnere
prasad.vadnere@hdfcsec.com
+91-22-6171-7356

Akshay Mane
akshay.mane @hdfcsec.com
+91-22-6171-7338
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Ujjivan Small Finance Bank

Pathway to building a stronger customer franchise

BUY

UJJIVAN beat estimates on the back of margin reflation, boosted by a one-time

interest reversal post- the reverse merger and healthy growth (+26% YoY), offset CMP (as on 21 May 2024)  INR 53
by higher opex and credit costs. Deposit growth was healthy (+6% QoQ), as the Target Price INR 70
CASA ratio improved 102bps QoQ to 26.5%, with seasonal pick-up in CASA NIFTY 22,529
and retail deposits. GNPA was stable at 2.2% as slippages stayed steady at 1.3%.
On the succession front, the RBI has approved the appointment of Mr. Sanjeev KEY OLD NEW
Nautiyal as the MD and CEO effective July 1,2024. With a higher mix of secured CHANGES
loans and potential impact of rate cuts during H2FY25, we expect NIM Rating BUY BUY
compression, going forward. We tweak our FY25E/26E estimates to factor in Price Target INR 70 INR 70
marginally higher growth, offset by higher credit costs and maintain BUY with FY25E FY26E
a TP of INR70 (1.6x Mar-26 ABVPS).
. e . EPS % 2.6% 3.5%

® Moderation in disbursal momentum/loan growth healthy: Disbursal growth

moderated to 11% YoY (Q3FY24: +17% YoY), with muted traction in MFI

disbursements, impacted by one-off factors in a few states during H2FY24, KEY STOCK DATA

offset by higher disbursals in affordable housing and FIG lending. While the Bloomberg code UJJIVANS IN

MFI portfolio (~70% of mix) continues to witness strong traction, especially in No. of Shares (mn) 1,959

individual loans, UJJIVAN is looking to up the quality of its customer MCap (INR bn) / (6 mmn) 103/1,243

franchise by building a granular book with a higher mix of secured loans
(FY24: 30.2%; 2-year target at 40%).

Asset quality in check: GNPAs are at 2.2%, driven by accelerated write-offs,
offsetting elevated slippages (2.2% annualised). The management has guided
for credit costs to normalise upwards to 1.4-1.5%.

Margin pressures and elevated opex to cap earnings: With its focus on brand
building, new customer acquisition and granular retail deposits through

6m avg traded value (INR mn) 605

52 Week high / low INR 63/32

STOCK PERFORMANCE (%)
3M o6M 12M

Absolute (%) Q7) (49 619

investments in distribution and digital initiatives, medium-term opex is likely

Relative (%) (B9) (175) 421

to stay elevated. Given the change in portfolio mix towards secured loans,
incremental deposit re-pricing, and potential impact of a turn in the rate cycle,
we expect incremental NIM compression, thus capping medium-term return

SHAREHOLDING PATTERN (%)

ratios (RoAs to average 3.3% over FY25E-FY26E). Dec-23  Mar-24
Financial summary Promoters 73.6 0.0
(INR bn) Q4FY24 Q4FY23  YoY (%) Q3FY24 QoQ (%) FY24| FY25E  FY26E
NII 93 74 265% 86 8.6% 341 407 482 FIs & Local MFs 4.0 7.8
PPOP 52 41 263% 46  134% 192 235 282 FPIs 3.7 27.0
PAT 33 3.1 6.5% 3.0 9.9% 12.8 151 17.8 )

Public & Others 18.7 65.3
EPS (INR) 17 15 9.2% 15 9.2% 6.6 78 92
ROAE (%) 26.1 242 235 Pledged Shares 0 0
ROAA (%) 3.5 34 3.3 Source : BSE
ABVPS (INR) 287 348 423 Pledged shares as % of total shares
P/ABV (x) 1.8 15 13
P/E (%) 8.0 6.8 57
Change in estimates
FY25E FY26E Krishnan ASV

(INR bn) o New A ol New A venkata.krishnan@hdfcsec.com
Net advances 326 328 0.6% 396 398 0.4% +91-22-6171-7328
NIM (%) 95 10.0 53 bps 95 10.0 48 bps
NII 39.0 40.7 4.6% 450 482 7.1% Deepak Shinde
PPOP 25 235 4.3% 264 282 6.9% deepak.shinde@hdfcsec.com
PAT 147 15.1 2.6% 17.2 17.8 35% +91-22-6171-7323
Adj. BVPS (INR) 329 348 5.6% 407 423 3.9%

Akshay Badlani
akshay.badlani@hdfcsec.com
+91-22-6171-7325

Source: Company, HSIE Research
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Sudarshan Chemical

Strong revenue visibility REDUCE

We maintain REDUCE on Sudarshan Chemical (SCIL), with a price target of
INR 759 (WACC 11%, terminal growth 3.5%). Plant utilisation to increase owing
to robust demand in all export markets except the European one. German
pigment maker Heubach has filed for insolvency. This could act as a tailwind NIFTY 22,529
for the pigment industry in the near term. SCIL’s balance sheet is improving
gradually with (i) a reduction in net debt by ~INR4bn to INR3.8bn in FY24 and KEY

(ii) a cash conversion cycle. We expect SCIL to continue to hold interesting CHANGES

CMP (as on 21 May 2024) INR 835
Target Price INR 759

OLD NEW

growth prospectus. The shift in product mix could expand the margin. Rating REDUCE  REDUCE
However, valuation is demanding. The stock is trading at 27/21 FY25/26E EPS, Price Target INR 572 INR 759
which we believe is contextually high (RoIC of 13/16% for FY25/FY26E). Q4 FY25E FY26E
EBITDA/APAT was 47/95% above our estimate, owing to higher-than-expected EPS %
revenue. +26% +36%
®  Financial performance: Revenue grew by 11/35% YoY/QoQ to INR 7,644 mn.
Revenue growth was largely volume-driven. The demand environment in KEY STOCK DATA
North America and other export markets has improved in FY24 while Bloomberg code SCHIIN
demand in the European market is yet to bounce back. The gross profit No. of Shares (mn) 69
margin came at 42.94%(+97/-185 bps). The sequential drop in gross profit MCap (INR br) / (6 m) 58/695
margin is due to the high carrying cost of inventory. EBITDA margin P
increased by (+334/465 bps) to 15.6% due to operating leverage. EBITDA grew 6m avg traded value (INR mn) 209
by 41/92% to INR 1,192mn. 52 Week high / low INR 893/382

® Pigment segment: The revenue increased by 8.5/23.5% YoY/QoQ to INR 6,437
mn due to turbulence in the global pigment industry. EBIT grew by 55/76% STOCK PERFORMANCE (%)
to INR 689 mn. EBIT margin improved by +323/+319 bps YoY/QoQ.

® Call takeaways: (1) The company has received strong domestic and export
demand while the Europe region has shown improved demand on QoQ, and
it has registered marginal deep growth on an annualised basis. (2) The North Relative (%) 424 685 929

3M 6M 12M

Absolute (%) 437 81.2 1127

American market continues to register double-digit growth on sequential and
YoY. (3) Domestic demand during the quarter picked up due to growth in the SHAREHOLDING PATTERN (%)

plastics segment while printing ink had muted growth. (4) The current global Dec23  Mar-24
event of the insolvency of the Heubach has increased interaction with new

customers and the company is receiving good traction for specialty pigment. Promoters 3582 3322
(5) During FY24, the company effectively managed working capital, resulting FIs & Local MFs 13.60 17.49
in the cash conversion cycle reducing to 76 days from 81 days in FY23. (6) The FPIs 401 4.49
company continues to focus on global geographies like Europe, North )

. . . . . Public & Others 46.37 44.80
America and South America. (7) It is gradually ramping up a new facility
commissioned during FY23. This facility will majorly contribute towards Pledged Shares ALY 0.00

specialty chemical business. (8) In FY25, the company will incur maintenance Source: BSE
capex of ~INR 1,000mn.
Financial summary (consolidated)

40 30 QoQ 40 YoY Nilesh Ghuge
INR mn FY22  FY23| FY24P FY25E FY26E )
FY24  FY2d (%) FY23 (%) nilesh.ghuge@hdfcsec.com
Net Sales 7644 5658 351 6912 106 22008 23,017| 25388 29,405 33,976 +91-22-6171-7342
EBITDA 1,192 619 925 847 407 2,748 2,06| 3,164 4289 5099
APAT 582 147 295.6 326 786 1,300 48| 2,716 2,091 2,726 Harshad Katkar
AEPS (INR) 84 21 2956 47 786 188 65| 392 302 394 harshad.katkar@hdfcsec.com
P/E (x) 445 1291 213 27.6 21.2 +91-22-6171-7319
EV/EBITDA (X 239  312| 195 141 116
) Prasad Vadnere
ROE (%) 16.5 54| 275 173 204

Source: Company, HSIE Research prasad.vadnere@hdfcsec.com

Change in estimates (consolidated) +91-22-6171-7356
Y/E Mar FY25E Old FY25E New % Ch| FY26E Old FY26E New % Ch Akshay Mane
EBITDA (INR mn) 3,567 4,289 20.2 3,899 5,099 30.8
Adj. EPS (INR/sh) 2819 30.2 26.1 29.0 39.4 35.7
Source: Company, HSIE Research

akshay.mane @hdfcsec.com
+91-22-6171-7338
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Rating Criteria
BUY: >+15% return potential
ADD: +5% to +15% return potential
REDUCE: -10% to +5% return potential
SELL: > 10% Downside return potential
Disclosure:
Analyst Company Covered Qualification Any holding in the stock
Harshad Katkar Qil India, Aether Industries, Sudarshan Chemical MBA NO
Nilesh Ghuge Qil India, Aether Industries, Sudarshan Chemical MMS NO
Akshay Mane Qil India, Aether Industries, Sudarshan Chemical PGDM NO
Prasad Vadnere Qil India, Aether Industries, Sudarshan Chemical MSc NO
Rajesh Ravi Astral MBA NO
Keshav Lahoti Astral CA NO
Mehul Sheth Eris Lifesciences MBA NO
Krishnan ASV Ujjivan Small Finance Bank PGDM NO
Deepak Shinde Ujjivan Small Finance Bank PGDM NO
Akshay Badlani Ujjivan Small Finance Bank CA NO
1 Yr Price movement
QOil India Aether Sudarshan Chemicals
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Disclosure:

We, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report
accurately reflect our views about the subject issuer(s) or securities. SEBI conducted the inspection and based on their
observations have issued advise/warning. The said observations have been complied with. We also certify that no part
of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this
report.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or
more in the subject company at the end of the month immediately preceding the date of publication of the Research
Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any
material conflict of interest.

Any holding in stock — No

HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report
must not be used as a singular basis of any investment decision. The views herein are of a general nature and do not
consider the risk appetite or the particular circumstances of an individual investor; readers are requested to take
professional advice before investing. Nothing in this document should be construed as investment advice. Each recipient
of this document should make such investigations as they deem necessary to arrive at an independent evaluation of an
investment in securities of the companies referred to in this document (including merits and risks) and should consult
their own advisors to determine merits and risks of such investment. The information and opinions contained herein
have been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable.
Such information has not been independently verified and no guaranty, representation of warranty, express or implied,
is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without
notice. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete.
HSL is not obliged to update this report for such changes. HSL has the right to make changes and modifications at any
time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use
by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where
such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would
subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed
or published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such
as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short
position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction
involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments
of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any
other potential conflict of interests with respect to any recommendation and other related information and opinions.
HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the
damages sustained due to the investments made or any action taken on basis of this report, including but not restricted
to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the
dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities
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from time to time or may deal in other securities of the companies / organizations described in this report. As regards
the associates of HSL please refer the website.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might
have been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the
period preceding twelve months from the date of this report for services in respect of managing or co-managing public
offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a
merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or
third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have
any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not
based on any specific merchant banking, investment banking or brokerage service transactions. HSL. may have issued
other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the
subject company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates
independently, potentially leading to investment decisions that may deviate from research views.

HDEFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp.
Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDEC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA
Reg. No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475;
SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing.

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully
before investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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