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MARKET OUTLOOK FOR MARCH 2023                    
Indian equity market remained volatile in the month of February’23 amidst news flows from 

global and domestic markets like Union budget, inflation, global interest rate hike, etc. BSE 

Sensex ended 1% down at 58,962 while NSE Nifty closed 2% lower at 17,304 over the last 

month. Barring BSE capital goods and FMCG, all sectoral indices closed in the red.  A fine 

balancing act between fiscal consolidation and capex by the union budget were 

overshadowed by macro challenges. Investors became more concerned as the growth-

inflation mix remains worrisome. Recent economic data indicates more aggressive interest 

rate hikes by central banks, pressuring economic growth. We continue to find valuations of 

the growth sector in Indian market expensive barring financials.    

Mixed domestic economic data 
 GDP: India's GDP growth rate fell for the second consecutive quarter in Q3FY23 and came 

in at 4.4% and was inline with our estimates. As per government’s forecast, real GDP growth 
for FY23 is pegged at 7%. Meanwhile, core sector growth for January’23 was at 7.8% up 
from 7% in December’22 and was led by surge in coal, fertilizer and electricity. We estimate 
FY23 and FY24 GDP growth at 6.8% and 5.6%, respectively. 

 IIP: December IIP growth at 4.3% yoy (November 7.4% yoy) showed signs of moderation 
due to unfavorable base effect. In terms of recovery over pre-pandemic levels, the 3-year 
CAGR of IIP remains muted at 2.5% in December, with uneven recovery across the 
manufacturing sector.   

 GST collections: Total GST collections for January’23 came in at Rs1.559 lakh cr (Rs1.495 
lakh cr for December’22). Gross GST collections in 10MFY23 stood is 24% higher than 
10MFY22. 

 Trade deficit: January trade deficit narrowed to US$1770 cr, led by a sharp fall of 15.8% 
mom in imports due to transport and energy segments, while exports fell by (13.5% mom) 
due to lower oil exports.  

Central banks continue to raise interest rates amidst rising inflation 
Inflation woes continued globally resulting in central banks continued to raise interest rates. 
Globally also inflation continued to surge. US CPI rose 0.5% in January, the most in three 
months, and the annual inflation rate came in higher-than-expected at 6.4%. Further, bigger-
than-expected increase in the latest reading for personal consumption expenditures, the 
Federal Reserve’s preferred inflation gauge may lead to hawkishness view. The hopes of a 
rapid softening on inflation is fading due to continued strength in the US labor market.  

US FOMC raised rates by 25bps to 4.50%-4.75% range on 1st Feb meeting. Among other key 
central banks that raised rates in the month were European Central Bank (ECB) by 50bps to 
3%, Bank of England (BOE) by 50 bps to 4%, Reserve Bank of Australia (RBA) by 25bps to 3.35%, 
etc. Recent minutes from Federal Reserve meeting showed that members of the central bank 
are resolved to keep fighting inflation with rate hikes. The minutes noted that inflation 
remained well above the committee’s long-term goal of 2% and labor markets remained tight 
and highlighted that a few participants favored a 50 bps hike. The Fed expects to keep its 
terminal interest rate above 5% in CY23 and start reducing rates in CY24 and shed any hope of 
rate cuts towards the end of CY23. We believe that major central banks across the globe will 
also keep rates at high terminal levels to tame high core inflation. 
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RBI hiked the repo rate by 25 bps, remained concerned on inflation 
The RBI MPC, as expected, hiked the repo rate by 25 bps, remained concerned on core inflation 
while being optimistic on growth. The MPC highlighted upside risks to inflation from (1) 
adverse weather events, (2) global commodity prices given demand uncertainty and risk of 
supply disruptions, and (3) ongoing pass-through of input costs. The internal members of the 
MPC expressed comfort on the growth front stemming mainly from the FY24’s budgetary 
focus on capital expenditure. 

Upward trend in Inflation may lead to further monetary tightening  
January’23 CPI inflation surprised sharply with upward trend at 6.52% (vs December’22: 5.7%), 
largely on account of a sequential rise in prices of cereals (at 2.6% mom against 1.1% in 
December’22). Both rural and urban inflation rose sharply by 6.85% and 6%, respectively 
(December’22: 6.05% and 5.39%, respectively). The surge in the January inflation print to 6.52% 
has raised the risk of higher terminal repo rate. We expect Q4FY23 average CPI inflation at 6% 
compared to RBI’s 5.6%, resulting in inflation average above 6% for the fifth consecutive 
quarter.  

We now expect the RBI MPC to hike the repo rate by another 25 bps in the April’23 to 6.75% 
given (1) persistently elevated core inflation, (2) volatile food prices, (3) increasing likelihood 
of a higher terminal rate in the US, and (4) uncertainty in commodity prices amid ongoing 
geopolitical conflicts and scale of revival in China. A further 25-50 bps increase in repo rates 
will take the monetary policy above pre-Covid levels. 

Q3FY23 marginally below expectations, do not see scope for earnings upgrades 
Q3FY23 results was marginally below our expectations. Excluding the metals & mining sector, 
net income grew handsomely by 15.7% versus our expectations of 16.2% yoy increase. 
Adjusted net profits of the Nifty-50 Index increased 11.2% yoy versus our expectations of 
12.2%. Among the sectors, Consumption sectors saw patchy volume growth, with a sharp 
slowdown in discretionary segments. Capital goods companies saw healthy increase in order 
inflows. IT services companies saw moderation in revenue growth and employee addition. 
Bank credit growth saw strong momentum, helped by the ongoing economic recovery and high 
inflation. Pharma companies witnessed strong rebound in US sales.  
We do not see scope for earnings upgrades given a muted outlook for both the Indian and 
global economy. In fact, we would not rule out earnings downgrades in the consumer 
discretionary space, as the factors behind the current spell of weak demand for discretionary 
goods and services may sustain for another 2-3 quarters. We expect net profits of the Nifty-50 
Index to grow 10.5% in FY23, 14.7% in FY24 and 15.9% in FY25. 

Valuation continues to remain expensive  
In our view, risks to further policy tightening in the US has increased after the recent strong 
inflation data. We see increasing risk on tighter monetary policy in India following global policy 
rates and risk related to higher inflation.  Meteorologists are predicting high probability of El 
Nino as well as positive IOD during the Indian monsoon period in 2023, which further increases 
inflation risk.   
We do not see scope for earnings upgrades given a muted outlook for both the Indian and 
global economy. Nifty-50 Index trading at 21.5x/18.8x/16.1x FY23E/24E/FY25E EPS of 
Rs806/Rs923/Rs1075 which is at expensive valuations compared to its history. We continue 
to find valuations of the Indian market and most ‘growth’ stocks in the consumption, 
investment and outsourcing sectors expensive. In our view Banks and financials are the only 
exceptions as they trade at reasonable levels. We maintain our view of further time correction 
for the Indian market and any negative surprises on inflation may increase risk of price 
correction.  
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Key Risk:  
 Adverse weather forecast amid predicting high probability of El Nino 
 Interest rates staying at a higher level for a longer period 

TOP INVESTMENT IDEAS  
  Price Fair  Upside Mkt   EPS 

 Rating (Rs)* Value (%)  cap. EPS (Rs)  growth (%)  P/E (x)  P/BV (x)  RoE (%)  

Company   (Rs)  (Rs Cr) FY24E FY25E FY24E FY25E FY24E FY25E FY24E FY25E FY24E FY25E 

Apollo Hospitals BUY 4,402 5,520 25.4 63,289 97.4 131.5 45.9 35.0 45.2 33.5 8.3 6.8 19.8 22.4  

Indraprastha Gas BUY 439 495 12.8 30,706 28.1 30.8 11.6 9.7 15.6 14.2 3.4 3.0 22.9 22.2 

PI Industries ADD 3,100 3,550 14.5 47,026 97.4 118.2 22.8 21.4 31.8 26.2 5.5 4.7 18.8 19.3 

Samvardhana Motherson ADD 80 95 19.3 53,973 3.9 5.2 77.4 32.9 20.3 15.3 2.3 2.0 11.7 13.9 

Tech Mahindra BUY 1,100 1,240 12.7 96,421 66.3 79.0 14.6 19.1 16.6 13.9 3.3 3.1 20.6 22.9 

Thermax BUY 2,155 2,470 14.6 25,681 60.3 72.6 42.6 20.3 35.7 29.7 27.1 22.2 17.7 19.8 

Varun Beverages BUY 1,301 1,500 15.3 84,490 30.0 36.4 30.1 21.4 43.4 35.7 12.4 9.5 32.8 30.2 

Source: Kotak Institutional Equities Research, *The above valuation summary is based on prices as on 28 February 2023 

Exhibit 1: World Indices Performance 

 
Source: Bloomberg, Kotak Securities – Private Client Group 
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Exhibit 2: Sectoral Indices Performance  

 
Source: Bloomberg, Kotak Securities – Private Client Group 

Exhibit-3: Headline and core CPI inflation (%) to stay high levels through FY24 

  
Source: CEIC, Kotak Institutional Equities estimates  

Exhibit-4: RBI's repo, reverse repo rates and cash reserve ratio on LHS (%) 

  
Source: RBI, Kotak Institutional Equities 
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Exhibit-5: Nifty-50 index is trading at expensive valuations compared to its history  

 
Source: Companies, Kotak Institutional Equities estimates 

  



Result Update 

Current Market Price (CMP) 
Rs. 4402 

Dated: 28 February 2023 
  
 
 
 
 
 
 

 

 

Our FV of Rs.5520 offers upside of 25.4% from current market price. 

Rationale: 
• Delivered a fine performance across hospitals & pharmacies in Q3; in-line EBITDA of Rs510 cr. 

• Expected sturdy FCF over FY23-25E; fundamentals strong even without Healthco fund-raise. 

• In a sweeter spot of capex cycle compared with its listed hospital peers. 

• Forecast overall sales and EBITDA CAGRs of 17% and 14%, respectively over FY22-25E. 

• Preferred pick in the hospitals space; maintain BUY with FV of Rs5,520. (EBIDTA – 

Earnings Before Interest, Depreciation, Tax & Amortization; FCF – Free Cash Flows; ARPOB- Average revenue per occupied bed) 

 
Q3FY23 Result update: 

    Positives: 

• Heightened pace of offline store additions; pharmacy distribution revenues grew 33% yoy. 

• Headroom for occupancies and even ARPOBs to grow at a healthy pace hereon. 

• Improved all-round execution; presence across healthcare touch-points; digital offering. 

• Adding ~14% to its existing bed capacity over FY22-25E, much less than its hospital peers. 

     Negative: 

• We factor in an elevated operating loss of Rs 740 cr for 24/7 in FY25. 
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  Fair Value (FV) 
Rs. 5520 
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  

  

Apollo Hospitals (APHS) -BUY 

 

 

For detailed report dated 16th February 2023. Note: CMP & valuation may differ due to difference in dates. Click here 

https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental
http://bit.ly/2n5AxIE
https://kstrade.kotaksecurities.com/ksweb/php/showpdf.php?q=OTYzMjdfMV9BcG9sbG9fSG9zcGl0YWxzXzE2RmViMjNfS290YWtfSW5zdC5wZGY=&valid=true


Dated:  28 Feb 2023 
  
 
 
 
 
 
 

 

 

Our fair value of Rs.495 implies upside of 12.8% from current market price. 

Rationale: 
• Q3FY23: High prices impact volumes; lower price hikes impact margins. 

• New HPHT gas brings relief but APM price cut critical. 

• We expect earnings to grow by 11.6% in FY24E and 9.7% in FY25E. 

• We value IGL stock at Rs495 using DCF methodology. 
DCF: Discounted Cash flow. EBIDTA: Earnings before interest, depreciation, tax & amortization. APM: Administrative Price Mechanism. HPHT: high-pressure, high-temperature. 

 

Q3FY23 Earnings update: 

    Positives: 

• Overall volume growth declined to just 6% yoy (vs 12% yoy in Q2FY23E). 

     Negatives: 

• CNG (Compressed natural gas) volume growth declined to 8% yoy (flat qoq). 

• PNG (Piped volume gas) volume was up just 1.2% yoy (2% qoq). 

• EBITDA (-19% qoq, -9% yoy) was 2% below our estimates. 

• Per unit EBITDA margins also declined to one of lowest in recent years 
(excluding Q1FY21). 
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Result Update 

Current Market Price (CMP) 
Rs.439 

Target Price 
Rs.495 

Indraprastha Gas (IGL) – BUY 

 

 

For detailed report dated 27 Jan 2023. Note: CMP & valuation may differ due to difference in dates. 
 

Click here 

https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental
http://bit.ly/2n5AxIE
https://kstrade.kotaksecurities.com/ksweb/php/showpdf.php?q=OTUzNTJfMV9JbmRyYXByYXN0aGFfR2FzXzI3SmFuMjNfS290YWtfSW5zdC5wZGY=&valid=true


Company Update 

Current Market Price (CMP) 
Rs. 3,100 

Dated: 28 February 2023 
  
 
 
 
 
 
 

 

 

Our FV of Rs.3,550 offers an upside of 14.5% from the CMP. 

Rationale: 
• Managed to offset somewhat lower-than-expected revenues, with improved margins. 

• The strong growth outlook for pyroxasulfone is a key near term tailwind. 

• Positive outlook retained; no impact yet of channel inventory overhang. 

• We expect EPS (Earnings Per Share) to grow 22.8% in FY24 and 21.4% in FY25. 

• Upgrade to ADD after recent correction, with March 2024 FV of Rs3,550. 

 

Company update: 

    Positives: 

• Margins beat was driven both by higher gross margins & lower other expenses. 

• Other income was higher than estimated, tax rate was lower than expected. 

• PI remains confident of delivering 20%+ revenue growth for the next few years. 

     Negatives: 

• Q3FY23 revenues missed our estimate by 6% (and consensus by 3%). 

• PI’s performance with customers other than Kumiai has not been as impressive.  
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Fair Value (FV) 
Rs. 3,550 
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  

  

PI INDUSTRIES (PI) - ADD 

 

 
 

For detailed report dated 16th Feb 2023. Note: CMP & valuation may differ due to difference in dates  

 

Click here 

https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental
http://bit.ly/2n5AxIE
https://preferred.kotaksecurities.com/ksweb/php/showpdf.php?q=OTYzMTdfMV9QSV9JbmR1c3RyaWVzXzE2RmViMjNfS290YWtfSW5zdC5wZGY=


Dated:  28th Feb 2023 
  
 
 
 
 
 
 

 

 

Our fair value of Rs.95 offers 19.3% upside from the current market price. 

Rationale: 
• Motherson Group acquires SAS from Faurecia; Forays into module assembly business. 

• Co. will be acquired at an EV of EUR54 cr, implying EV/sales multiple of 0.6x and 
EV/EBITDA multiple of 5.2x on CY22 basis. 

• Company will fund the acquisition by the combination of debt and internal accruals. 

• We expect earnings per share (EPS) to grow by 77.4% in FY24E & 32.9% in FY25E. 

• We value Samvardhana Motherson (SAMIL) on SoTP (Sum-of-the-parts) basis. 

 

Company update: 

    Positives: 

• SAS provides high-quality module assembly solutions for top-tier OEM customers. 

• SAS acquisition will help SAMIL embark on value-add products. 

• This acquisition will help SAMIL cross-sell its existing products over coming years. 

• SAMIL gets access to portfolio with significant electric vehicle share. 

     Negatives:  

• As per co., net debt-to-EBITDA will rise to 2x, after the transaction from 1.8x currently. 

 (EV – Enterprise Value; EBITDA – Earnings before Interest, Tax, Depreciation and Amortization; OEM – Original Equipment Manufacturer) 
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Company Update 

Current Market Price (CMP) 
Rs.80 

Target Price 
Rs.95 

Samvardhana Motherson (MOTHERSO) - ADD 

 

 

For detailed report dated 21st Feb 2023. Note: CMP & valuation may differ due to difference in dates. 

 
Click here 

https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental
http://bit.ly/2n5AxIE
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Dated: 28 Feb 2023 
  
 
 
 
 
 
 

 

Our fair value of Rs.1,240 implies upside of 12.73% from current market price. 

Rationale: 
• M&M leadership highlighted need to improve the performance of TechM but 

any turnaround is likely to take 1-2 years. 

• Attracting high-profile talent need not be a constraint. 

• Expect earnings (EPS) to grow by 14.6% in FY24E and 19.1% in FY25E. 

• Roll forward to Dec’24E with a Fair Value of Rs1,240. Maintain BUY. 

• Valuing TECHM at 16x Dec’24E EPS. Attractive valuations keep us constructive.  
      EPS: Earning per share. BPO: Business Process Outsourcing. 

 

Company update: 

    Positives: 

• BPO performance has been remarkable and has outperformed on revenue growth 
and margins over the past 10 quarters.  

• Co. has successfully expanded US$2 cr+ clients from 50 in Q3FY21 to 65 in Q3FY22. 
 

     Negatives: 

• TechM has underperformed its larger IT peers on both growth and margins. 

• EBIT (Earnings before Interest and Tax) margin has moderated to 11.5% over 9MFY23. 
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Company Update 

Current Market Price (CMP) 
Rs.1,100 

Target Price 
Rs.1,240 

Tech Mahindra (TECHM) – BUY 

 

 

For detailed report dated 17 Feb 2023. Note: CMP & valuation may differ due to difference in dates. 

 
 

Click here 

https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental
http://bit.ly/2n5AxIE
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Dated: 28th February 2023 
  
 
 
 
 
 
 

 

 

Our Fair Value (FV) of Rs.2,470 offers upside of 14.6% from current levels. 

Rationale: 
• TMX continue to invest in capabilities to become more relevant for end-customers. 

• Most related investments would happen in segments earning double-digit margins. 

• Key drivers of growth would be green utilities and waste to-energy and chemicals. 

• We expect earnings per share of TMX to grow at 42.6% in FY24E and 20.3% in FY25E. 

• We retain the FV at Rs2,470 and BUY rating. 

 

Company update: 

    Positives: 

• Remunerative move of driving energy transition for clients. 

• Green utilities showing signs of sharp business scale-up.  

• Waste-to-energy to drive growth for the EPC projects business. 

• Increasing share of products and services orders to help improve margins. 

• Base ordering for TMX has further improved qoq, with 9M ordering closing in on FY22. 

    Negatives: 

• There was lack of aggression in growing chemicals business in the past. 
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Result Update 

Current Market Price (CMP) 
Rs.2,155 

Target Price 
Rs.2,470 

Thermax (TMX) – BUY 

 

 

For detailed report dated 22nd February 2023. Note: CMP & valuation may differ due to difference in dates. 

 
Click here 

https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental
http://bit.ly/2n5AxIE
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Dated: 28th February 2023 
  
 
 
 
 
 
 

 

 

Our fair value of Rs 1500 offers upside of 15.3% from current market price. 

Rationale: 
• VBL reported strong 28%/18% yoy growth in value/volume. 

• Progress on foods or inorganic front (optionality) should add to organic growth. 

• We expect earnings to grow by 30.1% in CY23E & grow by 21.4% in CY24E. 

• Stock is currently trading at valuation of 35.7x P/E CY24E EPS.  

• Upgrade to BUY from ADD; revise FV to Rs1,500 from Rs1,200. 

 

Q4CY22 Earnings Update: 

    Positives: 

• VBL reported 27.7% yoy growth in revenues to Rs2214.2 cr (KIE: Rs2163.0cr)  

• There was strong 17.9% yoy volume growth to 132 mn cases. 

• Realization was driven by price hikes, lower discounts & better product mix. 

• Gross Margin expanded 90 bps/260 bps yoy/qoq to 56.3%.  

• Sting can potentially touch 200 mn cases in the next 3-4 years. 
 

     Negatives: 

• Net debt increased by ~Rs400 crs yoy to Rs3410 cr. (December 2022) 
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Result Update 

Current Market Price (CMP) 
Rs. 1301 

Target Price 
Rs. 1500 

VARUN BEVERAGES (VBL) – BUY 

 

 

For detailed report dated 7th February 2023. Note: CMP & valuation may differ due to difference in dates. Click here 

https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental
http://bit.ly/2n5AxIE
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RATING SCALE (PRIVATE CLIENT GROUP)  
Definitions of ratings 

BUY  – We expect the stock to deliver more than 15% returns over the next 12 months  

ADD – We expect the stock to deliver 5% - 15% returns over the next 12 months 

REDUCE – We expect the stock to deliver -5% - +5% returns over the next 12 months 

SELL – We expect the stock to deliver < -5% returns over the next 12 months 

NR – Not Rated. Kotak Securities is not assigning any rating or price target to the stock.  

  The report has been prepared for information purposes only.  

SUBSCRIBE  – We advise investor to subscribe to the IPO. 

RS – Rating Suspended. Kotak Securities has suspended the investment rating and price target for 

this stock, either because there is not a sufficient fundamental basis for determining, or there 

are legal, regulatory or policy constraints around publishing, an investment rating or target. 
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