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®= New India Assurance: While NEP grew 13.7/4.0% YoY/QoQ (+1.5 vs. est.),
higher-than-estimated loss ratios (+862bps vs. estimates) dragged
underwriting profitability. We note that the company’s competitive
positioning is weakening and remain concerned about its ability to write
profitable business. We have changed our estimates to build in higher loss
ratios (as the economy further opens up) and slightly higher float income
(given the buoyancy in equity markets). We estimate an FY23E adj. RoE of just
8.2% and can at best assign a valuation of just 0.6x Mar-23E ABV (less 10%
discount for additional 10.4% supply). While we rate NIACL a SELL with a
TP of INR 110, privatisation seems to be the only end game for the turnaround
of this franchise.

® JK Cement: JK Cement (JKCE) delivered strong volume growth across both
grey (+48% YoY) and white & putty (+24%) segments, aided by healthy
demand and low base effect. Thus, despite fuel cost pressure, segmental
EBITDAs (grey/white & putty) firmed up 37/40% YoY respectively in 4Q.
Ahead of its major expansion in central region, JKCE’s net debt/EBITDA has
cooled off to 1.2x, suggesting that balance sheet would remain under check.
We expect JKCE’s robust show across both businesses to continue. We
maintain BUY rating on the stock with an unchanged TP of INR 3,070/share
(11.5x Mar’23E consolidated EBITDA).

® Kajaria Ceramics: Kajaria Ceramics (KJC) reported good performance in
Q4FY21 as its consolidated net sales/EBITDA/APAT rose 14/5/7% QoQ
(46/105/156% YoY) to INR 9.53/1.91/1.27bn respectively. It reported QoQ
volume/revenue growth across all three business segments - tiles, bathware,
and plywood. Strong cost controls and price hikes moderated the impact of
surge in gas, copper and packing costs, leading to a strong 20% EBITDAM.
KJC remains upbeat on demand prospects and has announced 18% tiles
capacity increase (to come into effect by end FY22E) to ride the domestic
growth. The company will continue to ramp up its bathware and plywood
revenues. We continue to like KJC for its leadership in tiles and robust growth
and margin outlook. We maintain our BUY rating and a revised TP of INR
1,104/share (19x its consolidated Mar'23E EBITDA).

= Capacite Infraprojects: Capacite Infraprojects Ltd. (CIL) missed our
revenue/EBITDA/APAT estimates by 5/4/7% as lockdown following the
second wave of the pandemic affected execution during Mar-21. Labour
availability, which had fallen by 40% in May, is expected to normalise by the
end of June-21. Management has guided for INR 20bn of topline/order inflow
for FY22. CIL could also expand into the international market if the client fits
in its quality framework. Given that large part of order book of INR 87bn has
raw material inflation pass-through, margins are expected to remain resilient
at 16.5%, despite the sharp rise in commodity prices. With execution ramping
up and share of government orders increasing, CIL is well placed for a
rerating. We cut our FY22E/23E est. by 33/6% to account for the impact of the
second wave and maintain BUY with reduced target price of INR 300/sh (vs HSIE Research Team
INR 320/sh earlier). hdfcsec-research@hdfcsec.com
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New India Assurance
CoRs disappoint yet again SELL
While NEP grew 13.7/4.0% YoY/QoQ (+1.5 vs. est.), higher-than-estimated loss CMP (as on 14 Jun 2021)  INR 167
ratios (+862bps vs. estimates) dragged underwriting profitability. We note that Target Price INR 110
the company’s competitive positioning is weakening and remain concerned NIFTY 15,812
about its ability to write profitable business. We have changed our estimates to
build in higher loss ratios (as the economy further opens up) and slightly higher KEY
float income (given the buoyancy in equity markets). We estimate an FY23E adj. CHANGES OLD NEW
ROE of just 8.2% and can at best assign a valuation of just 0.6x Mar-23E ABV Rating SELL SELL
(le.ess 10% discount for add.ltIOI.lal .10.4% supply). While we rate NIACL a SELL Price Target INR 110 INR 110
with a TP of INR 110, privatisation seems to be the only end game for the
turnaround of this franchise. EPS % FY21E FY22E
= 4QFY21 highlights: NIACL printed NEP at INR 69.9bn (13.7/4.0% YoY/QoQ, 23 126
+1.5% vs. estimates), broadly in line with our estimates. Fire grew at a robust
pace (+11.0/37.2% YoY/QoQ), while motor segment was flattish sequentially. KEY STOCK DATA
While NWP for crop grew 82% YoY/1.5x QoQ, ex. Crop, NWP grew 14/12%
L. Bloomberg code NIACL IN
YoY/QoQ to INR 70.0bn. Loss ratios in motor OD/motor TP/ health shot up to
85.3/73.2/92.8% in FY21 vs. 64.0/63.0/74.0% in 1THFY21. This resulted in overall No. of Shares (mn) 1,648
4QFY21 CoR coming in 956bps above estimates at 123.8%. MCap (INR bn) / ($ mn) 275/3,695
= Additional provisions on bad investments: Investment income (net of 6mm avg traded value (INR mn) ni6
provisions) was at INR 21.9bn (+58.9/21.6% YoY/QoQ) while the company
realised investment yield of 21.6%, most likely driven by booking equity 52 Week high /low INR 197/100
gains. Additional provisions on investments in debentures of JSEL (an ILFS
group subsidiary) for INR 482mn were made in 4QFY21. Total investment STOCK PERFORMANCE (%)
yield (including MTM) for the quarter was 43% (annualised), given strong 3M 6M 12M
equity market performance. Higher-than-estimated investment income, Absolute (%) 13 24 363
partially offset by higher underwriting losses, resulted in +0.7/-47.8%
YoY/QoQ APAT of INR 3.3bn. RPAT clocked in at INR 2.3bn (+7.7/-7.1% | Relative (%) 22) 127 (193
YoY/QoQ).
*  Qutlook: We expect FY22E to be a better year in terms of NEP growth (FY22E: SHAREHOLDING PATTERN (%)
11% YoY) but we expect underwriting losses to inch up as the second wave Dec-20  Mar-21
normalises. Promoters 85.4 85.4
Quarterly financial summary FIs & Local MFs 135 132
(INR bn) 4QFY21 4QFY20 YoY(%) 3QFY21 QoQ(%) FY19 FY20| FY21P FY22E FY23E
Premium (NEP) 699 615 137 672 40 2161 2366 2638 2927 3147 FPIs 0.0 0.0
Operating profit 4.36 312 397 791  (44.9) 6.3 2755 253 172 185 Public & Others 12 13
OP margin (%) 6.2 51 120bps 118 -550bps 29 116 96 59 59 Pledged Shares 00 00
APAT 325 323 07 623 (478) 60 241|202 131 141
AEPS 2.0 20 07 38 (47.8) 37 147 124 80 86 Source : BSE
BEICS =2 D e R Pledged shares as % of total shares
P/ABV (x) 0.8 11l 09 08 07
Adj. ROE (%) 05 210 282 91 82
Source: Company, HSIE Research
Estimate Change
FY22E FY23E
INR bn Revised Old CZ/”;ZgZ Revised Old C;“;Zg: Krishnan ASV
Net written premium 301.7 293.6 ] 2,.,8 3245 315.6 ] ;8 venkata krishnan@hdfcsec.com
Net earned premium 2927 284.8 238 3147 306.2 238 91-22-6171-7314
COR (%) 113.0 107.6 540bps 111.0 107.3 370bps
Underwriting profits (40.5) (23.8) NM (37.1) (24.6) NM
APAT 132 135 23) 141 162 (12.6) Sahej Mittal
Investment book 719.0 699.0 29 768.2 753.5 2.0 sahej.mittal@hdfcsec.com
Adj. ROE (%) 9.1 8.9 22bps 8.2 8.7 -54bps +91-22-6171-7323

Source: Company, HSIE Research
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JK Cement

Robust volume and utilisation

BUY

JK Cement (JKCE) delivered strong volume growth across both grey (+48% YoY) CMP (as on 14 Jun 2021) INR 2,813
and white & putty (+24%) segments, aided by healthy demand and low base Target Price INR 3,070
effect. Thus, despite fuel cost pressure, segmental EBITDAs (grey/white & NIFTY 15812
putty) firmed up 37/40% YoY respectively in 4Q. Ahead of its major expansion ’

in central region, JKCE’s net debt/EBITDA has cooled off to 1.2x, suggesting KEY

that balance sheet would remain under check. We expect JKCE's robust show CHANGES OLD NEW
across both businesses to continue. We maintain BUY rating on the stock with Rating BUY BUY

an unchanged TP of INR 3,070/share (11.5x Mar’23E consolidated EBITDA). i
Price Target INR 3,070 INR 3,070

= 4QFY21 performance across both businesses: Grey cement volumes soared

48% YoY, driving up utilisation to 95% (its best in more than a decade). Higher EBITDA % Y22k Y2t

clinker and non-trade sales moderated NSR 2/5% QoQ/YoY. In our view, 05 (0.6)

segmental unitary EBITDA (adj for INR 390mn write-off) fell 6/8% QoQ/YoY

to INR 976/MT on rising fuel costs and sales from old plants. Thus, grey KEY STOCK DATA

EBITDA rose ~37% to INR 3.4bn. In the white & putty segment, consolidated Bloomberg code JKCE IN

volume rose 24% on solid domestic demand. This drove up segmental No. of Shares (mn) -

EBITDA by 40% YoY to INR 1.4bn. Thus, consolidated revenue/adj

EBITDA/APAT firmed up 38/37/57% YoY in 4QFY21. MCap (INR bn) / ($ mn) 217/2/921
= Capex update and outlook: JKCE’s FY21 consolidated EBITDA firmed up 6m avg traded value (INR mn) 284

31%, led by 45/8% YoY growth in grey/ white & putty EBITDAs. Further, 52 Week high / low INR 3,150/1,160

lower WC and Capex outgo drove 16/540% jump in FY21 OCF/FCF to INR

15.9/8.3bn respectively. Thus, net debt/EBITDA cooled off to 1.2x vs 2.1x YoY. STOCK PERFORMANCE (%)

Robust cash flow outlook should keep its balance sheet under check as JKCE
will execute its 4mn MT greenfield expansion in Panna, MP (INR 29.5bn
Capex) by THFY24E. In 1HFY22E, JKCE will complete the debottlenecking in Absolute (%) (3.8) 453 1362
Rajasthan, which will boost both volume and margins. Relative (%) (7.3) 317 807

3M 6M 12M

Consolidated Quarterly/Annual Financial summary

XENII\:;) F;ﬁ F\?ZQO l;f;j F32Q1 Q(‘f,g FY19 FY20| FY21E FY22E FY23E SHAREHOLDING PATTERN (%)
Sales (mn MT) 389 267 460 317 229 102  102| 120 134 150 Mar20  Jun-20
NSR (Rs/T) 5270 5538  (48) 5555 (5.1) 5155 5666 5507 5618 5752 Promoters 59.70 60.09
Opex (Rs/T) 4043 4240  (46) 4138  (2.3) 4337  4481| 4192 4272 4331 FIs & Local MEs 1415 1459
EBITDARs/T) 1,228 1,298  (54) 1416 (13.3) 818 1,185 1,315 1,346 1,421
Net Sales 20525 14774 389 17601 166 52587 58016| 66,061 75503 86,184 FPls 1648 16.10
EBITDA 4781 3463 381 4,488 65 8345 12,134| 15777 18,089 21,297 Public & Others 9.67 9.22
APAT 2,692 1,784 509 2383 130 2703  4924| 7,487 8763 11,053 Pledged Shares i i
AEPS (Rs) 348 231 509 308 130 350  637| 969 1134 1430
EV/EBITDA (x) 285 200 150 131 111 Source : BSE
EV/MT (Rs bn) 16.19 133 121 12.1 12.2 Pledged shares as % of total shares
P/E (x) 806  443| 291 249 197
RoE (%) 116  173| 223 215 225
Source: Company, HSIE Research
Estimates Revision Consolidated Rajesh Ravi
INR bn e P ags|  DEE L PEE g | rajesh.raviehdfesec.com

old Revised ol1d Revised
Net Revenues 73.0 75.5 34 85.0 86.2 14 +91-22-6171-7352
EBITDA 18.0 18.1 05 214 213 (0.6)
APAT 8.4 8.8 3.7 11.1 11.1 (0.2)
AEPS 109.3 113.4 3.7 1433 143.0 0.2) Saurabh Dugar
Source: Company, HSIE Research saurabh.dugar@hdfcsec.com

+91-22-6171-7353
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Kajaria Ceramics

Performance shines through; outlook bright

Kajaria Ceramics (KJC) reported good performance in Q4FY21 as its
consolidated net sales/EBITDA/APAT rose 14/5/7% QoQ (46/105/156% YoY) to
INR 9.53/1.91/1.27bn respectively. It reported QoQ volume/revenue growth
across all three business segments — tiles, bathware, and plywood. Strong cost
controls and price hikes moderated the impact of surge in gas, copper and
packing costs, leading to a strong 20% EBITDAM. KJC remains upbeat on
demand prospects and has announced 18% tiles capacity increase (to come into
effect by end FY22F) to ride the domestic growth. The company will continue
to ramp up its bathware and plywood revenues. We continue to like KJC for its
leadership in tiles and robust growth and margin outlook. We maintain our
BUY rating and a revised TP of INR 1,104/share (19x its consolidated Mar'23E
EBITDA).

®  Strong traction continues: KJC’s revenue continued to accelerate across all
three business segments: tiles (+14/45% QoQ/YoY), bathware (6/73%) and
plywood (20/165%), riding on strong tiles demand and sales ramp-up (mainly
in non-tiles). Healthy demand supported price hikes to largely pass on QoQ
cost inflation (gas, copper, and packaging) and, hence, KJC's EBITDAM
remained strong at 20% (vs 14/22% YoY/QoQ). Thus, consolidated
revenue/EBITDA/APAT rose 14/5/7% QoQ (46/105/156% YoY on a low base).

®  Outlook: KJC is upbeat on demand and has announced tiles capacity
expansion across ceramics (15%), PVT (22%) and GVT (17%) (which would
come into effect by end FY22), incurring a Capex of INR 2.7bn for the same. It
plans to accelerate the addition of exclusive dealers to gain market share. KJC
also expects its bathware and plywood segments to grow at a strong pace (on
a low base), which would accelerate its revenue to 25% CAGR over FY21-23E.
We trim our EBITDA estimate for FY22E by 3%, factoring in low sales in
1QFY22 (COVID second wave impact) but increase FY23E EBITDA estimate
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BUY

CMP (as on 14 Jun 2021) INR 1,018
Target Price INR 1,104
NIFTY 15,812
IéI]?ITXNGES OLD NEW
Rating BUY BUY
Price Target INR 1,010 INR 1,104
FY22E FY23E
EBITDA %
(3.3) 10.0
KEY STOCK DATA
Bloomberg code KJCIN
No. of Shares (mn) 159
MCap (INR bn) / ($ mn) 162/2,175
6m avg traded value (INR mn) 340

52 Week high / low

INR 1,055/350

STOCK PERFORMANCE (%)

3M 6M 12M
Absolute (%) 1.8 504 176.1
Relative (%) 1.7y 368 120.6

SHAREHOLDING PATTERN (%)

by 10%, building in higher volume from upcoming expansion. Dec20  Mar-21
Consolidated Quarterly/Annual Financial summary Promoters 47.54 47.54
YE Mar 4Q 4Q YoY 3Q  QoQ
(INR mn) FY2l  FY20 o Y P FY19 FY20| FY21E FY22E FY23E FIs & Local MFs 15.33 14.46
Net Sales 9525 6,520 461 8383  13.6 29,562 28,080 27,809 34,481 43,100 FPIs 23.68 25.25
EBITDA 1,909 934 1045 1,818 50 4495 4,159 5088 6,412 8889 Public & Others 1345 12.75
EBITDAM (%) 200 143 21.7 152 14.8| 183 186  20.6
APAT 1,271 496 1563 1,189 69 2314 2553| 3,081 3,663 5069 Pledged Shares . )
Diluted EPS (INR) 8.0 31  156.1 75 69 146  160| 194 230 319 Source : BSE
EV/EBITDA (x) 334 362 291 231 165 Pledged shares as % of total shares
P/E (x) 65.1 590/ 489 411 297
RoE (%) 151  149| 166 180 221
Source: Company, HSIE Research, Consolidated financials
Estimates revision

FY22E FY22E Change FY23E FY23E Change . .
INR Bn old Revised % old Revised % Rajesh Ravi
Net Sales 34.6 345 (0.4) 40.1 431 7.5 rajesh.ravi@hdfcsec.com
EBITDA 6.6 6.4 (3.3) 8.1 8.9 100 +91-22-6171-7352
APAT 3.8 3.6 (4.7) 4.6 5.1 10.7
AEPS (INR) 242 23.0 (4.8) 288 31.9 10.6
Source: Company, HSIE Research Saurabh Dugar
saurabh.dugar@hdfcsec.com
+91-22-6171-7353
Page | 4
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Capacite Infraprojects
Marginal miss BUY

Capacite Infraprojects Ltd. (CIL) missed our revenue/EBITDA/APAT estimates CMP (as on 14 Jun 2021) INR 210
by 5/4/7% as lockdown following the second wave of the pandemic affected

execution during Mar-21. Labour availability, which had fallen by 40% in May, Target Price INR 300
is expected to normalise by the end of June-21. Management has guided for INR NIFTY 15,812
20bn of topline/order inflow for FY22. CIL could also expand into the

international market if the client fits in its quality framework. Given that large EI]::I\/{&NGES OLD NEW
part of order book of INR 87bn has raw material inflation pass-through, ‘

margins are expected to remain resilient at 16.5%, despite the sharp rise in Rating BUY BUY
commodity prices. With execution ramping up and share of government orders Price Target INR320  INR300
increasing, CIL is well placed for a rerating. We cut our FY22E/23E est. by 33/6% EPS change FY22F FY23E
to account for the impact of the second wave and maintain BUY with reduced % (332) 6.4

target price of INR 300/sh (vs INR 320/sh earlier).

®  4QFY21 financial highlights: Revenue: INR 3.7bn (+20%/+21% YoY/QoQ, 5% KEY STOCK DATA
miss). EBITDA: INR 664mn (+39% YoY, +22% QoQ, 4% miss). EBITDA

. . Bloomberg code CAPACITE IN

margin: 18.0% (+249/+14 bps YoY/QoQ, vs est. of 17.7%). Interest cost came in
at INR 190mn (+3% YoY, +9% QoQ, vs INR 180mn est.). Other income of INR No. of Shares (mn) 68
12Imn (2.1x/2.3x 4QFY20/3QFY21) includes INR 90mn reversal of ECL MCap (INR bn) / ($ mn) 14/191
provisions. APAT: Rs 244mn (6.4x 4QFY20, +60% QoQ), 7.5% miss). 6m avg traded value (INR mn) m
® INR 20bn topline/order inflow guidance: CIL has guided for INR 20bn of 52 Week high / low INR 230/90

revenue in FY22 as it looks to ramp up execution in CIDCO project (we expect
~INR 6.5bn contribution for FY22). However, we remain cautious and build
in INR 18.5bn revenue for FY22. Order inflow was tepid at INR 1.5bn in FY21

STOCK PERFORMANCE (%)

as CIL focused on execution of INR 105bn of the OB (Mar-20). On the back of M oM 12M
strong tailwinds in residential real estate and healthcare sectors, CIL is Absolute (%) 4.0 115 982
targeting INR 20bn inflow in FY22, which is conservative, in our view. Relative (%) 0.6 (1) 426

Management has identified INR 430bn of prospective orders, of which it may
bid for ~INR 230bn (INR 121bn for healthcare and INR 114bn for
private/public).

SHAREHOLDING PATTERN (%)

Dec-20 Mar-21

®  NWC normalisation by Dec-21: Standalone net debt increased to INR 2.4bn

(net D/E 0.26x) from INR 2bn (net D/E 0.22x) at FY20-end. NWC days also | *romoers B B
increased to 158 days from 98 in FY20 due to lower denominator. CIL expects Fls & Local MFs 21.34 20.81
working capital to normalise by Dec-21 as it ramps up execution and focuses FPIs 742 736
on collection. FY22-23 Capex is pegged at INR 750-800mn. Public & Others o7 45 28,04

Standalone Financial Summary (INR mn) Pledged Shares — —

YE March 4QFY21 4QFY20 YoY (%) 3QFY21 QoQ (%) FY20 FY21| FY22E FY23E

Revenues 3,690 3,072 20.1 3,058 20.7 15287 8797| 18500 26,993 Source : BSE

EBITDA 664 476 394 546 216 2567 1365 2914 4,467

APAT 244 38 536.7 152 602 756 18 902 1,952

EPS (INR) 3.6 0.6 536.7 22 602 111 03| 133 288

P/E (x) 189 7982 159 7.3

EV/EBIDTA(x) 58 113 55 37

ROE (%) 86 02 93 176

Parikshit D Kandpal, CFA

Standalone Estimate Change Summary parikshitd kandpal@hdfcsec.com

INR FY22EOld FY22EN Chg. (%)| FY23EOld FY23EN Chg. (%
(INR mn) ew 3. (%) ew g (%) +91-22-6171-7317
Revenue 23,651 18,500 (21.8) 29,713 26,993 9.2)
EBITDA 3,713 2,914 (21.5) 4,665 4,467 (4.2)
EBITDA (% 15.7 15.8 5.0 15.7 16.6 85.0 ] ]

(%) Chintan Parikh
APAT 1,349 902 (33.2) 2,086 1,952 (6.4)

chintan.parikh@hdfcsec.com

Source: Company, HSIE Research
+91-22-3021-7358
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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
Krishnan ASV New India Assurance PGDM NO
Sahej Mittal New India Assurance ACA NO
Rajesh Ravi JK Cement, Kajaria Ceramics MBA NO
Saurabh Dugar JK Cement, Kajaria Ceramics MBA NO
Parikshit Kandpal Capacite Infraprojects CFA NO
Chintan Parikh Capacite Infraprojects MBA NO
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