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Story of the stock

Titan Company (TITIND)

• Titan Company is a major player in the organised jewellery market with share

of ~6%. Tanishq’s penetration is still at a very nascent stage in the Indian

jewellery market. This provides immense opportunity for Titan to enhance its

market share, going forward. Recent regulatory changes such as gold

hallmarking, GST have turned out to be highly favourable for organised

players like Titan, leading to market share gains from unorganised players

• Titan is among few discretionary companies in our coverage to have reverted

back to heathy sales growth post the pandemic disruptions. With a complete

washout in Q1FY21 (70% decline), Titan’s jewellery division ended the year

strongly (Q4FY21 revenue growth of 59%) with sales growth of ~3% in FY21

(excluding gold bullion sale). This signifies the inherent strength of the

business model & its strong brand patronage. Thrust on wedding space is

bearing fruit with wedding jewellery becoming a critical growth driver during

the year and its share in overall jewellery revenue increasing meaningfully

• Despite various headwinds, Titan has, over the years, withstood challenges

and emerged as a resilient player. Focus on markets share gains and

maintaining balance sheet strength (RoCE: 30%+, cash & investments:

~| 3400 crore) position Titan as our preferred pick in the discretionary

category. We bake in revenue, earnings CAGR of 20%, 66%, respectively in

FY21-23E

HDFC Bank (HDFBANK)

• HDFC Bank is a large private sector bank with consistent track record of

healthy business growth coupled with superior profitability. The bank has

delivered more than 20% CAGR in earnings in last decade with superior

liabilities franchise, focus on retail asset mix and prudent asset quality

• Second wave is expected to act as near term deterrent for business

growth. However, unlocking of the economy, digital initiatives and rising

economic activity are seen propelling credit growth at ~14-17% ahead

• Healthy liabilities franchise to keep margins at 4-4.4% and focus on

operating efficiency to keep earnings momentum healthy at ~17% CAGR

in FY21-23E to | 42886 crore

• Healthy provision buffer at ~60 bps of advances to keep credit cost impact

limited, thereby driving earnings growth. Restructuring was at 0.6% of

advances. Prudent underwriting practices, retail business mix are expected

to keep asset quality under control with GNPA expected below 2%

• Beefing up technology and enhancing digital capabilities is underway to

address outage issues. Healthy traction in credit growth coupled with

focus on operational efficiency and loan mix is seen keeping earnings

momentum healthy. Consequently, the bank is expected to remain at

premium compared to peers

(| crore) FY20 FY21 FY22E FY23E

Net Sales (| crore) 21051.5 21644.0 25738.2 31262.3

EBITDA 2466.6 1724.0 2964.5 3961.6

EPS 16.9 11.0 21.8 30.0

P/E (x) 94.6 145.8 73.6 53.4

P/B (x) 21.3 18.9 15.7 13.0

RoNW (%) 22.5 13.0 21.3 24.3

RoCE (%) 28.7 17.6 28.3 32.2

(| Crore) FY20 FY21 FY22E FY23E

NII           56,186           64,880           74,383           85,620 

PPP           48,750           57,362           64,265           74,885 

PAT           26,257           31,117           36,584           42,886 

ABV (|) 305.4 361.3 402.1 442.2

P/E 29.8 25.3 21.5 18.4

P/ABV 4.7 4.0 3.6 3.2

RoA % 1.9 1.9 1.9 2.0

RoE % 16.4 16.6 17.0 17.9
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Story of the stock

Asian Paints (ASIPAI)

• Asian Paints is India’s leading paint company and ranked among the top 10

Decorative coatings companies in the world with a consolidated turnover of

~| 19,000 crores. Asian Paints along with its subsidiaries have operations in

15 countries across the world with 26 paint manufacturing facilities, servicing

consumers in over 60 countries. Asian Paints is also present in the Home

Improvement And Décor space in India through Sleek (Kitchens) and Ess Ess

(Bath Fittings). Revenue wise, decorative paints contribute 84% in

consolidated revenue while international, industrial and home improvement

contributes 12%, 2% and 2%, respectively

• The Indian paint industry is valued at | 54500 crore and is expected to grow at

12% CAGR in the next five years. The decorative paint segment constitutes

~74% of total paint sales (i.e. ~| 40,300 crore) and is likely to grow at CAGR

13% to | 74300 crore by FY24E backed by shortening repainting cycle, rising

urbanisation and aspiration level of middle class household in India. We

believe Asian Paints will be a major beneficiary of increasing paint penetration

in India supported by its vast Pan India dealer network of ~70,000

• Despite loss of sales in Q1, Asian Paints reported strong volume growth of

13% making up the 38% volume loss that occurred in Q1 due to lockdown.

This shows its brand strength and deep penetration. For FY21-23E, we expect

revenue, PAT CAGR of 18%, 17%, respectively. The balance sheet condition of

the company has remained robust with cash surplus status and (RoE, RoCE of

25%, 30%, respectively). The dividend payout was higher at 56% in FY21

Hindustan Unilever (HINLEV)

• Hindustan Unilever is the largest FMCG company is India with more than 40

strong brands across categories. The dominant categories for company has

been detergent, soaps & personal care. However, after the acquisition of

Horlicks, Boost, the food product portfolio has also become sizable. The

acquired nutrition brands Horlicks, Boost have been growing at a faster pace

mainly driven by introduction of affordable pouch pack, national launch of

Boost, new communication strategy & driving sachets in semi-urban & rural

regions. Further, the company expects to benefit from its large distribution

network (2-3x of GSK existing network). It is also getting traction in chemist

channel with the introduction of two new variants (Mother’s Profit plus &

Women Profit Plus). We believe the category would drive revenues and

margins for the company

• HUL has adopted a strategy of climbing its consumers on premium ladder in

almost every category. We have seen successful execution of this in

detergent (from Wheel to Surf Excel Matic) and shampoos (from Clinic Plus

to TRESemme). We believe premiumisation trend & incubation of new

products would result in sustainable volume & pricing led growth. Also,

despite elevated margins, acquired brands (Horlicks, Boost) give opportunity

to further improve margins by eliminating common costs

• Given strong growth in nutrition business, judicious price hikes and

continued strong growth in hygiene & foods business, we estimate 11.8%

revenue growth in FY21-23E. We believe synergetic benefits of acquired

nutrition brands would reflect in margin expansion, going forward, and

expect earnings CAGR of 15.3% in FY21-23E

(| crore) FY20 FY21 FY22E FY23E

Revenue 20211.3 21712.8 25275.0 30069.1

EBITDA 4161.8 4855.6 5307.8 6500.8

EPS (|) 21.4 23.1 29.0 33.4

P/E (x) 110.7 88.2 76.4 69.6

RoE (%) 23.4 27.4 25.0 26.2

RoCE (%) 28.9 30.5 29.6 30.8

(| crore) FY20 FY21 FY22E FY23E

Total Operating Income 38785.0 45996.0 53365.2 57541.2

EBITDA 9600.0 11324.0 13444.9 14816.2

EBITDA Margin % 24.8 24.6 25.2 25.7

Net Profit 6738.0 7954.5 9517.7 10583.2

EPS (|) 31.2 33.9 40.5 45.0

P/E 74.7 68.8 57.5 51.7

RoNW % 85.7 17.1 20.0 21.6

RoCE (%) 89.5 18.9 25.6 27.7
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Story of the stock

Nestlé India (NESIND)

• Nestlé witnessed a sudden surge in demand for noodles as consumption for

packaged instant food increased significantly given demand surge for ‘at home’

consumption products. Though initially the company faced supply issues due

to closure of factories in April 2020, supplies improved significantly. Further,

new launches across categories are gaining traction (71 new products launched

in last five years contributing 3.4% to the sales). The company expanded its

breakfast ready to eat in Maggi Poha & Maggi Upma, which would have gained

traction during pandemic. We believe the company has been net beneficiary of

change in consumption trend in last six months. We expect packaged food

category would continue to drive growth, going forward

• The company intends to spend | 2600 crore on capex in the next three to four

years. The new factory at Sanand would be commissioned by the end of the

year. The new capex would be largely for the existing categories like noodles,

coffee & confectionary. We believe this capacity addition would help the

company grow at a faster pace to capture the demand tailwinds of

consumption shift towards package foods

• Nestlé India has been able to grow at a consistent pace over the last four years.

However, volume growth has moderated to 2.6% in CY20. We expect certain

supply constraints during peak of the pandemic & relatively smaller presence in

rural regions to have impacted growth last year. However, we believe the

company is well placed to capture growth now with increasing rural presence &

capacity addition in existing categories

(| crore) CY19 CY20 CY21E CY22E

Net Sales 12295.3 13290.2 14763.6 16145.7

EBITDA 2864.3 3201.5 3656.9 4055.2

EBITDA Margin % 23.3 24.1 24.8 25.1

Net Profit 1969.6 2082.4 2456.6 2736.8

EPS (|) 204.27 215.97 254.78 283.84

P/E 83.7 79.2 67.1 60.2

RoNW % 101.9 103.1 124.2 142.1

RoCE (%) 56.9 54.6 62.7 69.1
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Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,

ICICI Securities Limited,

1st Floor, Akruti Trade Centre,

Road No 7, MIDC

Andheri (East)

Mumbai – 400 093

research@icicidirect.com
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Disclaimer

ANALYST CERTIFICATION

I/We, Pankaj Research Analysts, 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. 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. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in

the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial

products. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with

Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research

Analyst SEBI Registration Number – INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank

which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance,

venture capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might

have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities

generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the

analysts cover

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as

opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view

the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The

views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is

strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person

or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis,

ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities

from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable

regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.
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Disclaimer

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or

completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of

offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this

report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal,

accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions

expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions

and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate

the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts

no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors

are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set

forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities 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.

ICICI Securities 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.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates

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 ICICI Securities nor Research Analysts and their relatives 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.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report

as of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies

including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other

jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any

registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of

investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.


