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* Indian Oil Corporation: Our REDUCE rating on Indian Oil Corporation
(IOCL), with a target price of INR 145, is premised on margin pressure due to
increasing petchem supplies/capacity, moderation in refining margins, and
lower auto-fuel marketing margins. IOCL’s Q4FY24 reported EBITDA at INR
104bn (-32% YoY, -33% QoQ) and APAT at INR 48bn (-52% YoY, -40% QoQ)
came in below our estimates. Earnings were impacted by weak performance
from the petchem segment, lower refining margins, inventory loss and
higher-than-expected expenses. Sequentially, the marketing gross margin
improved to INR 4.6/1tr from INR 4.3/Itr in Q3FY24. Reported GRMs came in
below our estimate at USD 8.4/bbl (-45% YoY, -38% QoQ).

= Star Health and Allied Insurance: STARHEAL printed soft NEP growth
(+15% YoY), as the company lowered its retention ratio to 92% (FY23~95%);
retail health GDPI exhibited modest growth (+17% YoY) despite a price hike
in its flagship product, exhibiting a 67bps market share erosion. Loss ratios
eased to 64% (-356bps QoQ) but remained elevated at 66.5% (+146bps YoY),
driving COR to 96.7% for FY24 (+133bpsYoY). We expect STARHEAL to
deliver a rebound in growth (~21% CAGR over FY24-26E) and stable loss
ratios, benefitting from a price hike in its flagship product and tighter
underwriting and claims review process. As the largest standalone health
insurer (FY24 retail GDPI market share at 33%), our thesis is anchored on a
strong distribution network, retail-dominated business mix, and best-in-class
opex ratios. We expect the company to clock 21%/21% revenue/PAT CAGR
over FY24-26E and RoEs in the range 15-16% for FY25E/26E; maintain BUY
with a revised TP of INR665 (DCF derived multiple at 31x FY26 P/E and 4.4x
Mar-26E P/ABV).

= Birlasoft: Birlasoft (BSOFT) posted in-line results with revenue increasing by
1.6% QoQ and margin expanding, a positive in the current context. BSOFT’s
growth potential is supported by its highly scalable and resilient service line
and senior management induction over the past year. Strong large client
mining, BFSI growth opportunity, and consistent operational improvement
(incl. cash flows) are clear positives. Deal wins have been muted and can
accelerate on the expanded pipeline. Medium-term margin levers remain as
the company gets closer to the USD 1bn revenue threshold. We factor 11.2%
and 15.1% revenue growth for FY25/26E and EBITDAM at 16.2/17.0%,
translating into 17% EPS CAGR over FY24-26E; maintain ADD on BSOFT
with TP of INR 800, 26x FY26E EPS.

* IndiaMART InterMESH: IndiaMART posted revenue growth of 3.1% QoQ,
led by continued improvement in realisation. The paid supplier addition
improved to ~3K in the quarter but was lower than the historical average of
>7K/quarter. The higher churn in the silver monthly bucket has impacted the
paid supplier additions and the cash collections. The churn is expected to
stabilise in the next two quarters and reach ~5K/quarter. The collections
growth has slowed down to 16% YoY in Q4 (~21% for FY24) vs a historical
average of ~20% due to a slowdown in net additions and lower upselling
opportunity. However, the ARPU improvement continues (+10% YoY) led by
migration to a higher price/tenure package and lower churn in the gold and
platinum bucket (~50% of paid suppliers and ~75% of revenue and monthly
churn is ~1%). The growth engine is tuned to deliver ~20% growth in
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collections and the stickiness of high-paying customers reflects platform INSTITUTIONAL RESEARCH

quality. The margin will expand gradually as investments are over and
growth leads to margin expansion, with the operating range between 29-30%.
We increase our EPS estimate by ~4% for FY25/26E due to better margins. We
maintain BUY with a DCF-based TP of INR 2,900 (~38x FY26E EPS), led by
revenue/EPS CAGR of 19/17% over FY24-26E.

* Can Fin Homes: Can Fin Homes (CANF) reported yet another set of mixed
results with sub-par loan growth (+11% YoY), offset by marginal NIM
reflation amidst the current interest rate environment (3.96%) and muted
credit costs (2bps). Disbursals continued to be muted (-9% YoY) due to
moderation in demand in select segments, greater competitive intensity, and
process tweaks. The management has guided for loan growth of 15% for FY25,
on the back of investments in branches (six branches opened in Q4; 12 in
FY24), widening of the customer funnel (digital sourcing, APF etc.) and shift
towards higher ticket sizes. As highlighted in our Company Update, the
management is looking to strengthen its governance framework and add new
pillars for the next leg of sustainable and profitable growth. We tweak our
FY25/FY26 earnings estimates for better-than-expected NIMs, partially offset
by higher margins; maintain BUY with revised RI-based TP of INR940 (2.1x
Mar-26 ABVPS).

= Shoppers Stop: The top line grew 9.1% YoY to ~INR10bn (in-line); sales
density for department store business remains weak. Margins disappointed
too. GM/Pre IND-AS EBITDAM decreased 266/152bps YoY to 40.5/3.6%,
courtesy (i) provision for obsolescence of private brand inventory of INR 140
mn and (ii) investments in beauty and ‘Intune’” brand. Private brands were a
disappointment whereas the “Intune” execution currently remains at par with
guidance. We reduce our FY25/26 EBITDA estimates by 1.9/1.2% respectively
to account for normalising profitability in the core business. We maintain our
SELL rating, with a DCF-based TP of INR630/sh, implying 20x Mar-26E
EV/EBITDA.

* Symphony: Symphony’s Q4 revenue grew by 8% YoY (6% below
HSIE/consensus) with its domestic revenue growing by 6% (8% below HSIE)
while RoW revenue grew by 12% (in-line). EBITDAM expansion of 970bps to
17.2% (HSIE: 19.1%) was supported by (1) tactical pricing action; (2) softening
RM costs; (3) value engineering; and (4) improved performance of
subsidiaries. On the domestic front, the summer season has started on a
strong footing, given above-normal temperatures and prolonged heatwaves
across the country. Symphony remains well-placed to benefit from this, given
its focus on (1) product innovation; (2) enhancing distribution (semi-urban
and rural); and (3) increasing presence in alternate channels (c.35% vs. 10%
pre-COVID). Within RoW, IMPCO Mexico and GSK China continue to report
strong performance while CT Australia remains plagued by macro
headwinds. However, management’s strategic initiatives have led to a
narrowing of losses. We expect only a gradual recovery in RoW execution,
which is still WIP. We marginally tweak our FY25/FY26 earnings estimates
and value the stock at 30x P/E on Mar’26E EPS to derive a TP of INR 955.
Maintain REDUCE.
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Indian Oil Corporation

Weak refining and petchem segment earnings

Our REDUCE rating on Indian Oil Corporation (IOCL), with a target price of
INR 145, is premised on margin pressure due to increasing petchem
supplies/capacity, moderation in refining margins, and lower auto-fuel
marketing margins. IOCL’s Q4FY24 reported EBITDA at INR 104bn (-32% YoY,
-33% QoQ) and APAT at INR 48bn (-52% YoY, -40% Qo0Q) came in below our
estimates. Earnings were impacted by weak performance from the petchem
segment, lower refining margins, inventory loss and higher-than-expected
expenses. Sequentially, the marketing gross margin improved to INR 4.6/ltr
from INR 4.3/1tr in Q3FY24. Reported GRMs came in below our estimate at USD
8.4/bbl (-45% YoY, -38% Qo0Q).
®  Refining: Crude throughput in Q4 stood at 18.3mmt (-5% YoY, -1% QoQ),
implying capacity utilisation of 104.5%, which came above estimate. Reported
GRM at USD 8.4/bbl vs USD 13.5/bbl in Q3FY24 and USD 15.3/bbl in Q4FY23
was below estimate. Our derived refining EBITDA in Q4 was at INR 84bn (-
43% YoY and +6% QoQ). We expect the transportation fuel cracks to moderate
from higher-than-average crack spreads in the near/medium term owing to
the ramp-up of new refining capacities. Therefore, we estimate core GRMs for
IOCL at USD 9.7/10.2 per bbl for FY25/26E vs FY24 GRM of USD 11.4/bbl.

®  Marketing: Domestic marketing sales volume at 21.3mmt (+1% YoY, +1%
QoQ), and exports at 1.5mmt (+11% YoY, +19% QoQ) came in above estimate.
The blended gross marketing margin for the quarter stood at INR 4.6/lit (+3%
YoY, +8% QoQ), above our estimate. We expect a blended gross margin of
INR 3.5/3.6 per litre in FY25/26E.

" Petchem: Q4FY24 petchem EBIT loss was at INR 4bn vs EBIT loss of INR 2bn
in Q3FY24 and EBIT of INR 3bn in Q4FY23. EBIT margin stood at -USD
52.5/mt (Q3FY24: -USD 30.3/mt; Q4FY23: USD 45.5/mt); volumes were at
0.9mt (+16% YoY, +18% QoQ).

®  Updates: (1) IOCL’s gross debt declined 12% YoY to INR 1,165bn; however, it
rose +10% QoQ and remains elevated. (2) The Board has declared a final
dividend of INR 7/sh, in addition to the interim dividend of INR 5/sh.

® Change in estimates: We cut our FY25/26 EPS estimate by 8.8/3.7% to INR
17.3/19.1 per share to factor in lower refining margins assumption and higher
expenses, partially offset by higher gross marketing margins. However, we
roll forward our target price to FY26, which delivers a revised target price of
INR 145/sh.

®  Qur SOTP target, at INR 145/sh, is based on 5.5x Mar-26E EV/e for
standalone refining, petchem, marketing and pipeline businesses and INR
37/sh for other investments. The stock is currently trading at 8.9x Mar-26E

EPS. Maintain REDUCE.

Standalone financial summary

:;Er;r:)h FY%: FY%Z Q(‘t’,g FY%‘; 1;(‘,2; FY22* FY23*| FY24P* FY25E* FY26E*
Revenue 1,980 1,991  (0.6) 2,030 (25) 5893 8418 7,764 7597 7,991
EBITDA 104 155  (32.6) 153 (32.0) 475 314 759 475 517
APAT 48 81  (40.0) 101 (51.9) 253 108| 420 238 263
AEPS (INR) 35 59  (40.0) 73 (51.9) 184 73| 303 173 191
P/E (x) 92 230 5.6 9.8 89
EV / EBITDA (x) 72 113 4.4 7.1 6.6
RoE (%) 20.6 79| 260 125 129

Source: Company, HSIE Research | *Consolidated
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REDUCE

CMP (as on 30 Apr 2024) INR 169

Target Price INR 145
NIFTY 22,605
KEY
CHANGES OLD NEW
Rating REDUCE REDUCE
Price Target INR 140 INR 145

FY25E FY26E
EPS change

-8.8% -3.7

KEY STOCK DATA
Bloomberg code IOCLIN
No. of Shares (mn) 14,121

MCap (INR bn) / ($ mn) 2,384/28,588
6m avg traded value (INR mn) 5,353
52 Week high / low INR 197/81

STOCK PERFORMANCE (%)

3M 6M 12M
Absolute (%) 149 882 1074
Relative (%) 111 716 85.6

SHAREHOLDING PATTERN (%)
Dec-23 Mar-24

Promoters 51.50 51.50
FIs & Local MFs 10.04 10.33
FPIs 8.85 8.50
Public & Others 29.62 29.68
Pledged Shares 0.0 0.0
Source : BSE

Harshad Katkar

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

Nilesh Ghuge
nilesh.ghuge@hdfcsec.com
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prasad.vadnere@hdfcsec.com
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Star Health and Allied Insurance

Awaiting fresh growth catalysts; maintain BUY

STARHEAL printed soft NEP growth (+15% Yo0Y), as the company lowered its
retention ratio to 92% (FY23~95%); retail health GDPI exhibited modest growth
(+17% YoY) despite a price hike in its flagship product, exhibiting a 67bps
market share erosion. Loss ratios eased to 64% (-356bps QoQ) but remained
elevated at 66.5% (+146bps YoY), driving COR to 96.7% for FY24 (+133bpsYoY).
We expect STARHEAL to deliver a rebound in growth (~21% CAGR over FY24-
26E) and stable loss ratios, benefitting from a price hike in its flagship product
and tighter underwriting and claims review process. As the largest standalone
health insurer (FY24 retail GDPI market share at 33%), our thesis is anchored
on a strong distribution network, retail-dominated business mix, and best-in-
class opex ratios. We expect the company to clock 21%/21% revenue/PAT CAGR
over FY24-26E and RoEs in the range 15-16% for FY25E/26E; maintain BUY with
arevised TP of INR665 (DCF derived multiple at 31x FY26 P/E and 4.4x Mar-26E
P/ABV).
®  Loss ratios elevated: Loss ratios remained elevated at 66.5% (+147bps YoY),
despite a conscious decision to shed the loss-making group business during
9MFY24 and deceleration in the retail business post the rate hike. NEP for the
year stood at INR129.4bn (+15% YoY) on the back of a softer group business
(-12% YoY) and deceleration in retail health (+17% YoY). Q4FY24 loss ratios
improved marginally to 64% (-356bps QoQ), owing to a tighter claims review
process aimed at eliminating fraudulent claims. The commission + expense
ratio was flat at 30.2% (-14bps YoY), thanks to the agency-driven variable cost
model & group business picked up in the Q4.
®  Growth deceleration: STARHEAL has been witnessing signs of GDPI growth
deceleration in the retail health business since the beginning of FY24. In
(Q4FY24, the company dialled up its group business substantially (+61% YoY)
to maintain its overall market share. Given the combination of a favourable
base and a 25% price hike in its flagship product “Family Health Optima”
(>50% of retail GDPI), STARHEAL is likely to deliver a GDPI CAGR of ~21%
over FY24-26E. However, our analysis also suggests that the flagship product
repricing has led to a material base erosion in NOP.
® Need for fresh growth triggers: The sharp price hikes in the flagship product
effective May 2023 have led to tepid volume growth. Given the increase in the
banca tie-up limit, we await evidence of STARHEAL'’s progress in forging
new alliances, which can augment profitability from benefit-based products.
Financial summary

(INR bn) Q4FY24 Q4FY23  YoY (%) FY23 FY24| FY25E  FY26E
Net earned premium 340 29.1 16.6 1126 1294 155.7 187.8
Underwriting profits 0.9 0.7 39.1 05 1.1 2.0 3.0
EBIT 1.9 13 39.0 8.9 119 145 17.3
EBIT margin (%) 55 46  89bps 7.9 92 93 92
PAT 14 1.0 39.8 62 85 10.4 125
P/B (x) 62 53 46 39
P/E (x) 54.0 39.8 324 27.0
ROE (%) 12.3 14.4 15.1 15.6

Source: Company, HSIE Research

Change in estimates
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BUY

CMP (as on 30 Apr 2024) INR 572

Target Price INR 665
NIFTY 22,605
KEY
CHANGES OLD NEW
Rating BUY BUY
Price Target INR685 INR665
FY25E
EPS %
+2.4%
KEY STOCK DATA
Bloomberg code STARHEAL IN
No. of Shares (mn) 585
MCap (INR bn) / ($ mn) 334/4,011

6m avg traded value (INR mn) 480

52 Week high / low INR 675/455

STOCK PERFORMANCE (%)
3M 6M  12M
Absolute (%) 13) (14) (33)

Relative (%) (5.1) (181) (25.2)

SHAREHOLDING PATTERN (%)

FY25E

(INR bn)

Revised Old Change (%)
Net earned premiums 155.7 167.9 -7.3
Operating profits 14.3 15.8 -9.4
CORs 96.0 96.0 2bps
APAT 10.4 10.1 24
RoE (%) 15.1 14.9 17bps

Source: Company, HSIE Research

Dec-23 Mar-24
Promoters 57.9 57.9
FIs & Local MFs 6.1 111
FPIs 14.7 26.6
Public & Others 21.3 44
Pledged Shares Nil Nil
Source : BSE
Krishnan ASV

venkata. krishnan@hdfcsec.com
+91-22-6171-7314

Shobhit Sharma
shobhit.sharma@hdfcsec.com
+91-22-6171-7341
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Birlasoft

Steady progression

ADD

Birlasoft (BSOFT) posted in-line results with revenue increasing by 1.6% QoQ

. . . . CMP (as on 29 Apr2024) INR 675
and margin expanding, a positive in the current context. BSOFT’s growth
potential is supported by its highly scalable and resilient service line and senior Target Price INR 800
management induction over the past year. Strong large client mining, BFSI NIFTY 22,643
growth opportunity, and consistent operational improvement (incl. cash flows)
are clear positives. Deal wins have been muted and can accelerate on the KEY
expanded pipeline. Medium-term margin levers remain as the company gets CHANGES OLD NEW
closer to the USD 1bn revenue threshold. We factor 11.2% and 15.1% revenue Rating ADD ADD
growth for FY25/26E and EBITDAM at 16.2/17.0%, translating into 17% EPS Price Tarsct INRSIS  INR 800
CAGR over FY24-26E; maintain ADD on BSOFT with TP of INR 800, 26x FY26E 8
EPS. FY25E FY26E
= In-line revenue driven by ERP and infra services: BSOFT’s revenue print at EPS % 3.6 2.0
USD 164mn, 1.6% QoQ, was in line (HSIE at USD 164mn) and led by the
company’s ERP services and infra services which grew 7.3% QoQ and 5.2%
QoQ respectively. Growth in Q4 was on a Q3 revenue rate which was KEY STOCK DATA
supported by short-term projects which had offset furloughs. For FY24, Bloomberg code BSOFT IN
BSOFT posted a strong growth premium over the industry growth rate (9.5% No. of Shares (mn) 276
revenue growth ex-Invacare). We continue to believe that BSOFT has a
MCap (INR bn) / ($ mn) 186/2,231

scalable and resilient services portfolio, especially in the current demand
environment. ERP and infra services comprise>42% of the company’s revenue
and the relative strength in SAP Cloud/Oracle Cloud as well as BSOFT’s
competitive advantage in those segments will drive growth outperformance.
Need for speed in deals: New deal wins have been soft barring the exception
of Q2, which included the large deal component. BSOFT’s new deal win is at
USD 448mn in FY24, down 3.9% as compared to 2.5% CAGR over FY20-23.
This is partly due to better quality of incremental deal flow reflected in margin
accretion as well as tail account rationalisation (down from 288 active
accounts to 259 active accounts over the past year). Importantly, the pipeline
is strong (USD 1.8bn and improving) and large client mining seems to be on
track—T10 at 3.9% CQGR as compared to aggregate revenue at 2.2% CQGR
over the past three quarters. Our enterprise checks suggest strong prospects

6m avg traded value (INR mn) 1,531

52 Week high / low INR 862/272

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) (19.0) 244 1472

Relative (%) (228) 73 1250

SHAREHOLDING PATTERN (%)

for the company’s BFSI vertical; deal flow in the vertical was also strong Dec-23  Mar-24
(exhibit: 4). Promoters 40.95 40.92

= Strong operational performance: Margin came in a tad better than
.. FIs & Local MFs 20.16 18.61

anticipated at 16.3% EBITDAM, +31bps QoQ and 265bps YoY, supported by
reversals. Margin drivers include (1) recovery in life-sciences segmental FPIs 2125 2348
margin (expected to recover in H2FY25E) and (2) continued improvement in Public & Others 17.64 16.99

business mix reflected in tail client rationalisation, client mining progress,
Pledged Shares 0.00 0.00

recovery in EN deals and improving annuity. In the medium term, key drivers
include subcontracting and enhanced delivery resulting from investments in
capabilities and internal process automation (Project Optimus). We expect a
steady improvement in EBITDAM, with estimates of 16.2% in FY25E and
17.0% in FY26E, compared to 15.8% in FY24 (16.3% in Q4FY24).

Financial Summary

Source : BSE

YE March (INRbn) Q4FY24 Q4FY23 YoY (%) Q3FY24 QoQ (%) FY23 FY24| FY25E FY26E Apurva Prasad

Revenue (USD mn) 164 149 99 161 1.6 595 637 708 815 apurva,prasad@hdfcgec_Com
Net Sales 13.63 12.26 11.1 13.43 15 4795 52.78 59.15 69.27 +91-22-6171-7327

EBIT 2.01 1.46 374 1.93 3.8 4.38 7.51 8.68 10.75

APAT 1.68 1.12 495 1.61 4.1 4.50 6.11 6.78 8.46 Amit Chandra

Diluted EPS (INR) 6.1 41 495 59 41 16.3 22.2 24.6 30.8 amit.chandra@hdfcsec.com
P/E (x) 413 30.4 27.4 21.9 191-22-6171-7345

EV /EBITDA (x) 33.5 20.1 17.2 13.5

ROE (%) 17.9 223 207 222 Vinesh Vala

Source: Company, HSIE Research

vinesh.vala@hdfcsec.com
+91-22-6171-7332
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IndiaMART InterMESH

On improving trajectory

IndiaMART posted revenue growth of 3.1% QoQ, led by continued
improvement in realisation. The paid supplier addition improved to ~3K in the
quarter but was lower than the historical average of >7K/quarter. The higher
churn in the silver monthly bucket has impacted the paid supplier additions
and the cash collections. The churn is expected to stabilise in the next two
quarters and reach ~5K/quarter. The collections growth has slowed down to
16% YoY in Q4 (~21% for FY24) vs a historical average of ~20% due to a
slowdown in net additions and lower upselling opportunity. However, the
ARPU improvement continues (+10% YoY) led by migration to a higher
price/tenure package and lower churn in the gold and platinum bucket (~50%
of paid suppliers and ~75% of revenue and monthly churn is ~1%). The growth
engine is tuned to deliver ~20% growth in collections and the stickiness of high-
paying customers reflects platform quality. The margin will expand gradually
as investments are over and growth leads to margin expansion, with the
operating range between 29-30%. We increase our EPS estimate by ~4% for
FY25/26E due to better margins. We maintain BUY with a DCF-based TP of INR
2,900 (~38x FY26E EPS), led by revenue/EPS CAGR of 19/17% over FY24-26E.

=  Q4FY24 highlights: (1) IndiaMART revenue grew 3.1/17.0% QoQ/YoY to INR
3.15bn, driven by +0.9/+1.6% growth in paid suppliers/ARPU; (2) cash
collections from customers stood at INR 4.84bn, up 15.8% YoY; (3) ~20% of the
registered buyers are active on the platform and ~9% of the visitors place a
business enquiry; (4) EBITDA margin was up 3bps QoQ at 28.1%, with +7.5/-
22.4% QoQ change in manpower/outsourced sales cost; (5) for Q4, BUSY
revenue was up 11% QoQ to INR 0.14bn, while EBITDA margin declined to
7%; (6) standalone EBITDA margin stood at 30% flat QoQ and 29% in FY24;
(7) top 1/10 supplier ARPU stood at 254/905K +10/15% YoY in FY24; and (8)
net cash stood at INR 23.4bn (~14% of market cap).

®  OQOutlook: We expect revenue growth of +18/20%, based on paid supplier

[- HDFC securities er
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BUY

CMP (as on 30 Apr 24) INR 2,644
Target Price INR 2,900
NIFTY 22,605
IéI]?IZNGES OLD NEW
Rating BUY BUY
Price Target INR 2,850 INR 2,900
FY25E FY26E
EPS %
+3.6 +3.7
KEY STOCK DATA
Bloomberg code INMART IN
No. of Shares (mn) 60
MCap (INR bn) / ($ mn) 158/1,901
6m avg traded value (INR mn) 621
52 Week high / low INR 3,336/2,393

STOCK PERFORMANCE (%)
3M  6M  12M
Absolute (%) 49 (02) (15)

Relative (%) 11 (168) (23.3)

SHAREHOLDING PATTERN (%)

growth of +8/9% and ARPU growth of +9.6/10% for FY25/26E respectively. Dec-23  Mar-24
EBITDA margin estimates stand at 29/29.9% for FY25/26E, leading to an EPS Promoters 491 50.74
CAGR of 18% over FY24-26E.
FIs & Local MFs 8.25 10.62
uarterly financial summa
Q y Iy FPIs 24.16 23.07
YE March (INR Q3 Q3 YoY Q2 QoQ
mn) FY2e FY23 (%) Fyad (%) Y22 FY2Z FY24) FY25E FY26E Public & Others 183 17.05
Net Sales 3147 2689 170 3,053 31 7535 9,854 11,968| 14,129 16,945 Pledged Shares 0.00 0.00
EBITDA 884 662 335 857 32 3079 2679 3314| 4,102 5,067
Source : BSE
APAT 996 558  78.6 818 217 2971 2210 3,340| 3,776 4,585
0,
EPS (INR) 16.3 91 786 134 217 483 361 545 629 763 Pledged shares as % of total shares
P/E (x) 547 733  485| 421 346
EV / EBITDA (x) 451 520  420| 325 249
RoE (%) 170 112 176| 200 206
Source: Company, HSIE Research, Consolidated Financials
Change in estimates
YE March INRmn) |FY25EOld FY25E Revised Change % | FY26E Old FY26E Revised Change %
R 14,244 14,129 0.8 17,064 16,94 0.7 .
evenue ’ 06 6,945 Amit Chandra
EBITDA 3,973 4,102 3.2 4,920 5,067 3.0 .
EBITDA in (%) 27.9 290  114b 28.8 299  107b amit.chandra@hdfesec.com
margin B . S . . S
g P P +91-22-6171-7345
APAT 3,642 3,776 3.7 4,419 4,585 3.7
EPS (INR 60.6 62.9 3.6 73.6 763 3.7 . .
NR) Dhananjay Jain
Source: Company, HSIE Research . .
dhananjay.jain@hdfcsec.com
+91-22-6171-7339
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HSIE Results Daily
Can Fin Homes

Steady margins offset muted loan growth

Can Fin Homes (CANF) reported yet another set of mixed results with sub-par
loan growth (+11% YoY), offset by marginal NIM reflation amidst the current
interest rate environment (3.96%) and muted credit costs (2bps). Disbursals
continued to be muted (-9% YoY) due to moderation in demand in select
segments, greater competitive intensity, and process tweaks. The management
has guided for loan growth of 15% for FY25, on the back of investments in
branches (six branches opened in Q4; 12 in FY24), widening of the customer
funnel (digital sourcing, APF etc.) and shift towards higher ticket sizes. As
highlighted in our Company Update, the management is looking to strengthen
its governance framework and add new pillars for the next leg of sustainable
and profitable growth. We tweak our FY25/FY26 earnings estimates for better-
than-expected NIMs, partially offset by higher margins; maintain BUY with
revised RI-based TP of INR940 (2.1x Mar-26 ABVPS).
= Strong P&L outcomes despite muted balance sheet growth: CANF reported
healthy spread/NIM of 2.7/4.0% (Q3FY24: 2.7%/3.9%), largely due to lagged
asset repricing and steady cost of funds driving robust NII growth (+26%
YoY). NIMs are likely to moderate marginally going ahead, driven by a
shifting loan mix (towards higher ticket sizes) and rising cost of funds. The
C/I ratio was elevated (21% vs. 13% in Q3) due to higher IT-related expenses
as well as some one-offs (GST, one-time tech changes etc.).
= Asset quality normalising: GNPA/NNPA improved to 0.82%/0.42%
(Q3FY24: 0.91%/0.5%), with slippages from the restructured book largely
done. A sufficient provision buffer (PCR of 49%, and adequate management
overlay) drove muted credit costs in Q4 and is likely to normalise to ~15bps
during FY25-FY26E.
® Investments for driving growth, return rations to remain steady: CANF has
guided for lower loan growth of 15% for FY25 post muted growth of 11% in
FY24. The ongoing investments in branches, people, and additional sourcing
channels, along with tech transformation, are likely to drive healthy loan
growth from FY26. While the opex ratios are likely to witness some uptick
(~18-19% C/1 for FY25-FY26), RoA/RoE are likely to remain steady
(~2.1%/18%) on the back of steady NIM, increasing fee income and
normalisation in credit costs.
Financial summary
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BUY

CMP (as on 30 Apr 2024) INR 763

Target Price INR 940
NIFTY 22,605
EEIT\NGES OLDb NEW
Rating BUY BUY
Price Target INR 900 INR 940
FY25E FY26E
EPS %
3.5% 4.2%
KEY STOCK DATA
Bloomberg code CANF IN
No. of Shares (mn) 133
MCap (INR bn) / ($ mn) 101/1,217
6m avg traded value (INR mn) 591
52 Week high / low INR 910/617

STOCK PERFORMANCE (%)
3M 6M  12M
Absolute (%) 1.8 (1) 237

Relative (%) (5.6) (16.7) 1.8

SHAREHOLDING PATTERN (%)

Dec-23 Mar-24

(INR bn) Q4FY24 Q4FY23 YoY (%) Q3FY24 QoQ (%) FY23  FY24| FY25E FY26E
NII 33 26 255 33 03 101  126] 139 163
PPOP 2.7 22 22.5 2.9 (7.1) 87 104 116 135
PAT 21 17 26.1 2.1 1.3 6.2 7.5 84 100
EPS (INR) 15.7 125 261 150 45 467  564| 634 747
ROAE (%) 185 188 178 178
ROAA (%) 2.0 22 2.1 2.1
ABVPS (INR) 267.7 3150 3731 4416
P/ABV (x) 2.8 2.4 2.0 1.7
P/E (x) 163 135 120 102
Change in estimates
FY25E FY26E

INR bn

Oold New Chg Old New Chg
AUM 411 404 -1.8% 486 476 -1.9%
NIM (%) 33 35 17 bps 33 35 18 bps
NII 136 139 2.0% 15.9 16.3 2.7%
PPOP 112 116 3.0% 13.1 135 32%
PAT 8.2 8.4 3.5% 9.6 10.0 42%
ABVPS (INR) 371.7 373.1 0.4% 437.2 4416 1.0%

Source: Company, HSIE Research

Promoters 30.0 30.0
FIs & Local MFs 28.5 28.0
FPIs 11.0 11.5
Public & Others 30.5 30.6
Pledged Shares

Source: BSE

Pledged shares as % of total shares

Deepak Shinde
deepak.shinde@hdfcsec.com
+91-22-6171-7323

Krishnan ASV
venkata.krishnan@hdfcsec.com
+91-22-6171-7314

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

Page | 7


https://www.hdfcsec.com/hsl.docs/Can%20Fin%20--%20Update%20-%20Dec23%20-%20HSIE-202312182035300215926.pdf

3 HorC soriies YT

Click. Invest. Grow. YEARS
INSTITUTIONAL RESEARCH

HSIE Results Daily
Shoppers Stop
SELL

Disappointment in core business continues
The top line grew 9.1% YoY to ~INR10bn (in-line); sales density for department

store business remains weak. Margins disappointed too. GM/Pre IND-AS CMP (as on 30 Apr 2024) - INR 717
EBITDAM decreased 266/152bps YoY to 40.5/3.6%, courtesy (i) provision for Target Price INR 630
obsolescence of private brand inventory of INR 140 mn and (ii) investments in NIFTY 22,605
beauty and ‘Intune’ brand. Private brands were a disappointment whereas the
“Intune” execution currently remains at par with guidance. We reduce our KEY oLD NEW
FY25/26 EBITDA estimates by 1.9/1.2% respectively to account for normalising CHANGES
profitability in the core business. We maintain our SELL rating, with a DCF- Rating SELL SELL
based TP of INR630/sh, implying 20x Mar-26E EV/EBITDA. Price Target Rs 600 Rs 630
" QA4FY24 highlights: Revenue grew 9.1% YoY to INR10bn (in-line) largely
expansion-led. Beauty (incl. distribution) grew 24% to INR 2.52bn in Q4 EBITDA % FY25E FY26E
(beauty EBO growth: 7%). Revenue from private brands declined by 8% YoY, -1.9 -12
courtesy poor performance in the western wear and men’s categories. The
company aims to improve its product offerings and optimise inventory in KEY STOCK DATA
private brand.s which is expe.cted to yield results by Q2FY25. Revenue/sq. ft. Bloomberg code SHOP IN
(overall) declined only marginally (1.1% YoY) to ~INR9.3k/sq. ft. However,
sales density in the core department business seems to be weak. The average No. of Shares (mn) 110
transaction value (ATV) and items per bill were up by 8/2% YoY each. GM MCap (INR bn) / ($ mn) 79/945

decreased by 266bps YoY to 40.5% (HSIE: 42.8%), courtesy (i) provision for
obsolescence of private brand inventory of INR 140mn and (ii) investments in
beauty and ‘Intune’ brand. Pre-Ind-AS, EBITDAM followed suit and came in
at 3.6%, down 152bps YoY due to higher lease rentals, which was partially
offset by lower employee and marketing expenses. Adj. EBITDAM (ex-new
business investments + exceptional items) stood at 5.9%. “Intune” clocked
INR 12k revenue per sq. ft. and reported revenue of INR 160mn with positive
store-level ~EBITDA  (conversion: 33%). STOP opened 7/3/12
department/beauty/Intune stores in Q4. Capex for Q4/FY24 stood at INR
840mn/ 2.46bn. Inventory days were reduced to 140 days in Q4. Net debt
stands at INR 1.09bn.

®  Qutlook: STOP’s scale recovery and focus on store expansion and value retail

6m avg traded value (INR mn)

52 Week high / low

83

INR 890/616

STOCK PERFORMANCE (%)

3M oM 12M

Absolute (%) 49 120 81

Relative (%) (87) (4.6) (13.7)

SHAREHOLDING PATTERN (%)

are certainly encouraging; inventory management is an area that needs work Dec23 Mar2d
though. Execution remains the key monitorable for ‘Intune’. We lower our Promoters 65.55 65.54
FY25/26 EBITDA estimates by 1.9/1.2% respectively to account for Fls & Local MFs 21.97 2217
normalising profitability in the core business. We maintain our SELL rating,
with a DCF-based TP of INR630/sh, implying 20x Mar-26E EV/EBITDA. FPls 685 74
Quarterly financial summary Public & Others 5.63 486
(INR mn) F\?Z?I F;ﬁ \if;:; F\?Z?I Q(‘;g FY22 FY23| FY24E  FY25E FY26E Pledged Shares 6.44 6.44
Net Revenue 9997 9,165 91 12068 (17.2) 24938 39,984| 42,132 49278 57,928 Source : BSE
Adj EBITDA 1641 1571 45 884 857 (234) 2827| 2390 3,103 3559 “Pledged shares as % of total shares
APAT 216 163 329 (914) (1236) (867) 1,193 739 1,011 1,551
EPS (Rs) 211 149 420 (832) (1254) (79) 109 67 92 141
P/E (x) (109.7) 649 983 781 509
EV/EBITDA (x) (705) 224 267 208 180
Core RoCE(%) (126) 186| 97 101 96

Source: Company, HSIE Research, Standalone Financials

Change in estimates

FY24E FY25E FY26E
(INR mn) o ch @
New Old AMBE\  New old AMBE\  New Old ange Jay Gandhi
(%) (%) (%) . dhi @hdf
Revenue 02132 42211 (02)] 49278 49963  (14)| 57,928 58126  (0.3) jay-gandhi csec.com

Gross Profit 17,169 17,429 (1.5)| 20,298 20,580 (1.4)| 23,803 23,884 (0.3)

+91-22-6171-7320

Gross Profit Margin(%) 40.8 413 (54.0) 41.2 41.2 - 41.1 41.1 - Tanuj Pandia
EBITDA 2,390 2,495 (4.2)| 3,103 3,162 (1.9)| 3,559 3,603 (1.2) tanuj.pan dia@hdfcsec.com
EBITDA margin (%) 5.7 59 24 6.3 6.3 3) 6.1 6.2 »)

Source: Company, HSIE Research

+91-22-6171-7348
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HSIE Results Daily
Symphony

Modest domestic print in a sizzling environment

Symphony’s Q4 revenue grew by 8% YoY (6% below HSIE/consensus) with its
domestic revenue growing by 6% (8% below HSIE) while RoW revenue grew
by 12% (in-line). EBITDAM expansion of 970bps to 17.2% (HSIE: 19.1%) was
supported by (1) tactical pricing action; (2) softening RM costs; (3) value
engineering; and (4) improved performance of subsidiaries. On the domestic
front, the summer season has started on a strong footing, given above-normal
temperatures and prolonged heatwaves across the country. Symphony remains
well-placed to benefit from this, given its focus on (1) product innovation; (2)
enhancing distribution (semi-urban and rural); and (3) increasing presence in
alternate channels (c.35% vs. 10% pre-COVID). Within RoW, IMPCO Mexico
and GSK China continue to report strong performance while CT Australia
remains plagued by macro headwinds. However, management’s strategic
initiatives have led to a narrowing of losses. We expect only a gradual recovery
in RoW execution, which is still WIP. We marginally tweak our FY25/FY26
earnings estimates and value the stock at 30x P/E on Mar’26E EPS to derive a TP
of INR 955. Maintain REDUCE.
® Revenue up 8% YoY: Consolidated revenue grew 8% YoY (6% below
HSIE/consensus). The domestic business grew by 6% on a high base (+23%
LY) given a scorching start to the summer season while RoW revenues grew
by 12%. Persistent demand headwinds in Australia continue to impact CT
performance (-17% YoY). However, IMPCO Mexico and GSK China
registered the highest Q4 revenue growing by 41/120% respectively.
Symphony continues to maintain its leadership position in the organised
market. Southern India, eastern India and Maharashtra are experiencing
prolonged heat waves while the expected onset of summer in central and
northern India in the coming weeks is expected to support sales of air coolers
this summer season. We estimate a revenue CAGR of 16% over FY24-26E.
® Lower RoW losses; A&P spending aids YoY margin improvement:
Consolidated GM improved by 730bps YoY to 48.5%, aided by softening RM,
calibrated price hikes and value engineering. Employee expenses fell 9% YoY
while A&P expenses were down 42% (4.5% vs 8.4% YoY). Other expenses
grew by 30% YoY. EBITDAM expanded by 970bps YoY to 17.2%
(HSIE/consensus: 19.1%/19.2%). Domestic EBIT margin expanded by 510bps
YoY while RoW margin came in at -2.7% vs -23.2%, largely led by cost
rationalisation initiatives in CT Australia.
® Earnings call takeaways: (1) LSV has sustained robust performance. (2)
Following a focused strategy for tower and personal fans by targeting metros
and tier 1 cities. (3) Central and ducted air coolers revenue mix stands at 15-
17%. (4) In FY24, the alternate channel mix stood at ¢.35%. (5) CT Australia’s
cost of doing business scaled down to INR 490mn in FY24 (INR 770mn pre-
acquisition). To reduce further to INR 380mn in FY25. (6) The board
announced a final dividend of INR 8/share taking the total dividend for FY24
to INR 13/share.
Financial summary
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REDUCE

CMP (as on 30 Apr 2024) INR 967

Target Price INR 955
NIFTY 22,605
KEY OLD NEW
CHANGES
Rating REDUCE REDUCE
Price Target INR 955 INR 955

FY25E FY26E
EPS %

0% -1%

KEY STOCK DATA
Bloomberg code SYML IN
No. of Shares (mn) 69
MCap (INR bn) / ($ mn) 67/799
6m avg traded value (INR mn) 108

52 Week high / low INR 1,020/820

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 27 146 (1.5

Relative (%) (1.1) (2.0) (234)

SHAREHOLDING PATTERN (%)

Dec-23 Mar-24

(INR mn) Q4FY24 Q4FY23 YoY (%) Q3FY24 QoQ (%) FY22 FY23 FY24| FY25E FY26E
Net Sales 3320 3,080 78 2470 344 10391 11,876 11,560| 13,667 15428
EBITDA 570 230 1478 440 295 1607 1,384 1680 2,374 2,758
APAT 480 160  200.0 410 171 1,203 1,164 1,500 1,929 2,226
EPS (INR) 6.9 23 2000 59 171 172 166  214| 276 318
P/E (x) 560 579  449| 349 303
EV / EBITDA 408 481  399| 279 237
RoE (%) 150 135 184 243 252

Source: Company, HSIE Research

Promoters 73.38 73.38
FIs & Local MFs 11.03 10.27
FPIs 3.40 3.32
Public & Others 12.19 13.03
Pledged Shares 0.00 0.00
Source : BSE

Pledged shares as % of total shares

Paarth Gala
paarth.gala@hdfcsec.com
+91-22-6171-7336

Page | 9



T3 oG s A1)

HSIE Results Daily Click. Invest. Grow. YEARS
INSTITUTIONAL RESEARCH
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 Indian Oil Corporation MBA NO
Nilesh Ghuge Indian Oil Corporation MMS NO
Akshay Mane Indian Oil Corporation PGDM NO
Prasad Vadnere Indian Oil Corporation MSc NO
Krishnan ASV Star Health and Allied Insurance, Can Fin Homes PGDM NO
Shobhit Sharma Star Health and Allied Insurance CA NO
Apurva Prasad Birlasoft MBA NO
Amit Chandra Birlasoft, IndiaMART InterMESH MBA NO
Vinesh Vala Birlasoft MBA NO
Dhananjay Jain IndiaMART InterMESH CA NO
Deepak Shinde Can Fin Homes PGDM NO
Akshay Badlani Can Fin Homes CA NO
Jay Gandhi Shoppers Stop MBA NO
Tanuj Pandia Shoppers Stop CA NO
Paarth Gala Symphony BCom NO
1 Yr Price movement
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Disclosure:

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.

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 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.
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HSL or its associates might have managed or co-managed public offering of securities for the subject company or might
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