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MARKET OUTLOOK FOR NOVEMBER 2021
Indian Markets witnessed volatile movement this month. Both Nifty and Sensex ended flat in
the month of October 2021. Even the Midcap Index and Smallcap Index were flat during the
month as we head towards Fed tapering, absorbing the impact of higher energy costs and
expectations of a first RBI hike for the cycle in February 2022. Investors are opting to book
profits across sectors and stocks.
Covid19 and subsequent lockdown impacted Indian economy which de-grew by 7.3% in FY21.
However, the economy rebounded during the second wave and grew by 20.1% in Q1FY22. Now
IMF estimates Indian economy to grow fastest in the World at 8.5% in 2022. KIE estimates
Indian economy to grow at 9.0% in FY22E and 6.5% in FY23E. CPI inflation after peaking in May
and June 2021, has also softened in August and September 2021 and is below the RBI
threshold of 6%. Hence, the RBI’s MPC decided to maintain its accommodative stance on repo
rate. The successful privatization of Air India has raised hopes about quick privatization of
other PSUs. The FDI flow also remained strong in FY21 with gross FDI inflow at US$82 bn
compared to US$74.4 bn in FY20. Proactive RBI, government reforms, schemes like
Aatmanirbhar Bharat and PLI, fast pace of vaccination, strong GST collection, domestic
consumption and private investments would keep the story of Indian markets intact for the
next two years. High frequency economic indicators like power consumption, railway freight,
e-way bills, cement and steel consumption have shown strong performance in recent months.
Broadly, we do not see any major change to the short-term and medium-term drivers for the
Indian market. We expect a strong economic and earnings revival and a stable Covid-19
situation to provide short-term support to the market. We do not see any change to India’s
medium-term narratives including favorable demographics and likely multi-year investment
cycle led by corporate and household capital expenditure. Depreciating INR and increasing
crude oil prices are key risk to the economy.
In global markets, commodities are experiencing a cocktail of price swings since the past year.
What started out with the price of WTI crude turning negative for the first time in history in April
2020 has now turned 180 degrees with oil prices hitting their highest since November 2014
after OPEC+ decided to stick to their planned output. Even natural gas soared, with no relief
for coal either. As the global and domestic economic recovery continues, persistence of
supply-side disruptions and commodity prices’ surges pose adverse risks to both growth and
inflation. Central banks have started reversing pandemic measures gradually. The minutes of
the FOMC’s September meeting highlighted that the Federal Reserve officials could begin
reducing asset purchases as soon as mid-November 2021. The 10-year U.S. Treasury yield
rose to 1.577%, despite a disappointing update on third-quarter gross domestic product. U.S.
GDP increased 2.0% in Q3CY21 against expectation of 2.8%. Policy makers globally may also
be prompted to look at rate hikes earlier than expected to combat rising inflation. Amidst fears
of a global contagion triggered by a probable default by debt-ridden Chinese behemoth,
Evergrande, and the overhang of the Fed’s tapering stance, investor sentiments globally
altered between pessimism and optimism.
In Q2FY22 results, a slew of companies disclosed their quarterly performance this month, with
volatile movements seem to be the new normal for markets. The earnings season continued
to keep pace with expectations, as results were 1.2% ahead of expectations for BSE-30 Index
and 0.8% ahead of expectations for Nifty-50 Index. Abrupt correction was seen in several
stocks despite a decent set of numbers. While such contradictory movements may seem
surprising, they are not incomprehensible. It could be attributable to the fact that investors
appear to be placing higher emphasis to the results beating or missing estimates rather than
taking a holistic view. Hence, any minor deviations in results from their estimates, is leading
to negative reactions.
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In Covid19 situation, India registered 1.03 lakh cases last week (Oct 21 – Oct 27) with an
average of 14,700 cases per day, taking the cumulative number of confirmed cases to 3.42 cr.
The active caseload stands at 1.6 lakh. A total of 103.53 cr vaccine doses have been
administered till Oct 27th, 2021 (72.16 cr first doses and 31.37 cr second doses) with an
average of 0.6 cr doses per day administered between Oct 21 – Oct 27.
As India advance towards full vaccination and complete opening of the economy, we can
expect consumption driven sectors to outperform in Samvat 2078.Banks can be in focus led
by demand revival in the retail sector such as housing, auto and unsecured loans. A low
interest rate regime leading to improved affordability will continue to fuel sales momentum in
residential real estate sector. While we expect strong performance of construction companies
over the next one year on account of government’s impetus towards the infrastructure sector.
We also remain constructive on the cement sector on the back of medium-term demand
growth visibility and increase in capacity utilization amid limited supply addition. Focus on
technology, automation, and shift towards greener capex bodes well for sustainable long term
demand for the capital goods sector. Non-ferrous metals are expected to do well due to supply
side shortage, while Auto sector may show gradual improvement in performance. Pharma
sector also looks promising with speedy introduction of generic drugs, rural health
programmes, lifesaving drugs, preventive vaccines and USFDA approvals. Lastly, IT sector is
also expected to do well as the demand environment is reasonably strong led by spending by
clients globally.
Equity markets in India have been buoyant in the last one year, underpinned by multiple factors
including expectation of higher corporate earnings growth, strong GDP growth, global liquidity,
rising retail participation, etc. We estimate India’s GDP growth at 9% in FY22 and at 6.5% in
FY23. We expect earnings of the Nifty-50 Index to grow by 31% in FY22 to Rs.718, by 14.3% in
FY23 to Rs.822 and by 19.1% in FY24 to Rs.926. At 17,671 the Nifty is trading at 21.5x FY23E
earnings and at 19.1x FY24E earnings. The rich valuations of the Indian market and of most
sectors after the sharp re-rating in the multiples of most stocks from their pre-pandemic levels
raise the prospects of a pullback in the market and/or modest returns for a ‘longish’ period of
time. On the basis of our assessment of markets, sectors and stocks, we have identified 6
potential stock ideas which are expected to do well in the next one year. Happy Investing!

TOP INVESTMENT IDEAS
Price
Rating

(Rs)*

Company

Fair Upside
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(Rs)
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9.3
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FY24E

FY23E
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FY23E

FY24E

FY23E
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FY23E

FY24E

43,870 130.0

148.0

12.1

13.8

17.9

15.8

2.7

2.4

16.1

16.1

ACC

BUY

AXIS BANK

BUY

742

960

29.4

2,27,571

51.5

62.8

24.4

21.9

14.4

11.8

2.8

2.5

14.6

14.3

CIPLA

BUY

905 1,070

18.2

73,120

46.7

61.3

41.1

31.3

19.4

14.8

3.1

2.6

15.9

17.9

HOME FIRST FINAN

BUY

705

900

27.7

6,229

24.0

29.1

39.5

50.0

29.4

24.2

3.5

3.1

12.8

13.5

SBI LIFE

BUY

1,146 1,525

33.1

1,14,594

18.7

21.7

15.4

16.0

61.3

52.8

8.8

7.7

15.3

15.6

TCS

ADD

3,398 4,100

20.7 12,57,233 117.6

132.7

15.1

12.8

28.9

25.6

11.2

10.3

40.3

41.9

Source: Kotak Institutional Equitites Research; ^Kotak Securities - Private Client Group; *The above valuation summary is based on closing prices as on 29th October
2021.
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Global Indices Performance - for Month of October 2021
MSCI World

5.7%

MSCI EM

1.8%

NASDAQ COMP.

6.9%

S&P 500
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-0.4%
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3.6%

Hong Kong
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Source: Bloomberg

Sectoral Indices: % Chg in the month of October 2021
BSE AUTO
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BSE CAPITAL GOODS
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-2.6%
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Source: Bloomberg
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Dated: 31 October 2021

ACC (ACC) – ADD
Result Update
Current Market Price (CMP)
Rs.2333

Target Price
Rs.2550

Our fair value of Rs.2550 is 9.3% higher than the current market price.

Rationale:
• ACC's earnings outperformance was led by higher-than-expected prices.
• Expansion and cost-saving projects provide growth visibility.
• We expect earnings per share of Rs116.2 in CY21E and Rs130.2 in CY22E.
• ACC is trading at attractive 7.9x EV/EBITDA (or US$105 EV/ton) on CY23E.
(EV - Enterprise Value; EBITDA - Earnings Before Interest, Tax, Depreciation and Amortization)

• Our Fair Value is based on 9x December 2023E EV/EBITDA.

Q3CY21 Earnings update:
Positives:
• EBITDA/ton increased to Rs1,083/ton (+5% yoy).
• Blended realization increased to Rs5,706/ton (+5% yoy).
• Continuous focus on cost-saving initiatives yielding results.
Negatives:
• Revenues stood at Rs3,749 cr (-3% qoq) against our estimate of Rs3,810 cr.
• Volumes declined to 66 lakh tons (-4% qoq); was lower than our estimate.
Click here

For detailed report dated 19th Oct 2021. Note: CMP & valuation may differ due to difference in dates.

`

`

`
This is a synopsis of the Research report issued by Kotak Securities Limited. This is not a comprehensive report
and before taking any investment decision we request you to refer the detailed report including disclaimers by
clicking here: https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental. Further, the recipient of this
material should take their own professional advice before investing.
Holding Period: 12 months / Disclaimer: http://bit.ly/2n5AxIE

Dated: 31 October 2021

Axis Bank (AXSB) – BUY
Result Update
Current Market Price (CMP)
Rs. 742

Target Price
Rs. 960

We see 29.4% upside in the stock at our Fair Value of Rs. 960.

Rationale:
• Axis bank’s earnings grew ~85% yoy on 60% yoy decline in provisions.
• NPLs reduced despite high slippages led by strong recovery and upgrades.
• Operational performance was weak but we should see traction from H2FY22.
• Growth is visible; is likely to accelerate and translate to higher revenue growth.
• We maintain Buy with a FV of Rs. 960 (from Rs. 860), value at 2.2x FY23 BV.
(NPL: Non performing loans, FV: Fair value, BV: Book Value)

Q2FY22 Earnings Update:
Positives:
• Restructured loans was low at 0.7% of loans.
• Gross NPL and net NPL declined ~30 bps and 10 bps qoq respectively.
• Deposit growth remains healthy; CASA ratio healthy at 42%.
Negatives:
• Net interest margin declined 10 bps qoq due to adverse asset mix.
• Loan book is weaker than peers at 10% yoy; Operating expenses grew 36% yoy.
Click here

For detailed report dated 26th October 2021. Note: CMP & valuation may differ due to difference in dates.

`

`

`
This is a synopsis of the Research report issued by Kotak Securities Limited. This is not a comprehensive report
and before taking any investment decision we request you to refer the detailed report including disclaimers by
clicking here: https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental. Further, the recipient of this
material should take their own professional advice before investing.
Holding Period: 12 months / Disclaimer: http://bit.ly/2n5AxIE

Dated: 31 October 2021

Cipla Limited (Cipla) - Buy
Result Update
Current Market Price (CMP)
Rs. 905

Target Price
Rs. 1070

Our price target of Rs.1070 offers upside of 18.2% from current market price.

Rationale:
• All eyes on FY23 US launches; Domestic business on strong footing.
• US respiratory franchisee & One India Strategy to drive earnings over FY23-24.
• Core FY22/23 earnings estimates remain largely unchanged. Maintain BUY.
• Maintain Fair Value of Rs 1070 based on 19X FY23E earnings (ex-Revlimid).

Q2FY22 Result update:
Positives:
• Domestic business grew 16% yoy despite high base of FY21.
• EU/RoW market reported 14% yoy growth, 13% above KIE estimates.
• Strong cash generation; Prepaid InvaGen acquisition debt during the quarter.
• Expect Advair launch in FY23; Revlimid settlement provides growth visibility.
• Cipla’s respiratory portfolio is on a strong footing beyond FY24E.
Negatives:
• Higher interest cost and tax rate led to profit missing estimate by 9%.
• Gross margins declined 110 bps qoq (150 bps below KIE estimate).
Click here

For detailed report dated 27th Oct 2021. Note: CMP & valuation may differ due to difference in dates.

`

`

`
This is a synopsis of the Research report issued by Kotak Securities Limited. This is not a comprehensive report
and before taking any investment decision we request you to refer the detailed report including disclaimers by
clicking here: https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental. Further, the recipient of this
material should take their own professional advice before investing.
Disclaimer: http://bit.ly/2n5AxIE

Dated: 31 October 2021

Home First Finance (HOMEFIRS) – BUY
Initiating Coverage
Current Market Price (CMP)
Rs. 705

Target Price
Rs. 900

We see 27.8% upside in the stock at our Fair Value of Rs. 900.

Rationale:
• We initiate with a RGM based FV of Rs. 900 (4.2x September 23E book).
• Current valuation ignore solid runway on growth.
• Its geographically diversified model, technology provide high growth visibility.
• The large valuation discount to peers is not warranted.
(RGM: Residual growth model, FV – Fair value)

Initiating Coverage:
Positives:
• It caters to salaried segment (~73% of AUM); ~43 bps in market share.
• Strong technology ensures lower TAT of 48 hours compared to >5 days.
• Expect it to deliver 36% EPS CAGR during FY21-24E on 29% AUM CAGR.
(AUM: Asset under management, TAT: Turnaround time, EPS: Earning per share, CAGR: Compounded annual growth rate)

Negatives:
• Higher competition from large and mid-sized players especially on the outskirts.
• Unseasoned loan book coupled with high growth pose concerns on asset quality.
Click here

For detailed report dated 25th October 2021. Note: CMP & valuation may differ due to difference in dates.

`

`

`
This is a synopsis of the Research report issued by Kotak Securities Limited. This is not a comprehensive report
and before taking any investment decision we request you to refer the detailed report including disclaimers by
clicking here: https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental. Further, the recipient of this
material should take their own professional advice before investing.
Holding Period: 12 months / Disclaimer: http://bit.ly/2n5AxIE

Dated: 31 October 2021

SBI Life Insurance (SBILIFE) – BUY
Result Update
Current Market Price (CMP)
Rs. 1,146

Target Price
Rs. 1,525

We see 33.1% upside in the stock at our Fair Value of Rs. 1525.

Rationale:
• SBI Life delivered 72% VNB growth on back of 47% growth in APE.
• The Covid impact was however higher than peers.
• We expect superior growth and margins to sustain driving 27% VNB CAGR.
• We retain Buy with a fair value of Rs. 1,525, up from Rs. 1,425.
(VNB – Value of new business, APE - Annualised premium equivalent)

Q2FY22 Earnings Update:
Positives:
• 2 year APE CAGR at 19% was higher than industry average of 14%.
• VNB margin expanded to 22.2% (21.2% in Q1FY22).
• High margin non-par was up 86 bps to 12.3%.
(CAGR: Compounded annual growth rate)

Negatives:
• Net Covid claims increased to Rs. 7600 cr. from Rs. 5700 cr.
• ULIP (low margin) and protection was 68% and 10.3% (60% and 12.6% in Q2FY21).
Click here

For detailed report dated 28th October 2021. Note: CMP & valuation may differ due to difference in dates.

`

`

`
This is a synopsis of the Research report issued by Kotak Securities Limited. This is not a comprehensive report
and before taking any investment decision we request you to refer the detailed report including disclaimers by
clicking here: https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental. Further, the recipient of this
material should take their own professional advice before investing.
Holding Period: 12 months / Disclaimer: http://bit.ly/2n5AxIE

Dated: 31 October, 2021

TCS (TCS) – ADD
Result Update
Current Market Price (CMP)
Rs.3,398

Target Price
Rs.4,100

Our fair value of Rs.4,100 implies upside of 20.7% from current market price

Rationale:
• Europe drags, accounts for revenue miss; EBIT margin as per expectations.
• Demand environment is reasonably strong leading to a plethora of digital deals.
• TCS is better-positioned than peers to manage margin headwinds.
• Runway for growth is long with potential for double-digit growth till FY24E.
• Valuing the stock at a PE of 32x on September 2023E EPS.

Q2FY22 Earnings update:
Positives:
• EBIT (Earnings before interest and tax) margin expands by 10 bps qoq to 25.6%.
• Client metrics improved further in the quarter.
• Number of $10 cr clients up by 4 to 54; number of $5 cr clients up by 9 to 114.
C/C: Constant Currency.

Negatives:
• TCS reported revenue growth of 4% qoq (15.5% yoy in c/c), missed our estimate
• The attrition rate increased to 11.9% in Q2FY22 from 8.6% in June 2021 quarter
• The cost to backfill higher attrition will show in margin pressure in H2FY22.
Click here

For detailed report dated 11th Oct 2021. Note: CMP & valuation may differ due to difference in dates.

`

`

`
This is a synopsis of the Research report issued by Kotak Securities Limited. This is not a comprehensive report
and before taking any investment decision we request you to refer the detailed report including disclaimers by
clicking here: https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental. Further, the recipient of this
material should take their own professional advice before investing.
Holding Period: 12 months. Disclaimer: http://bit.ly/2n5AxIE

RATING SCALE (KOTAK SECURITIES – PRIVATE CLIENT GROUP) / KOTAK INSTITUTIONAL EQUITIES
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

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

information purposes only.

is not a Sufficient fundamental basis for determining, or there are legal, regulatory or policy constraints around publishing,
an investment rating or target. The previous investment rating and price target, if any, are no longer in effect for this stock
and should not be relied upon.
NA

– Not Available or Not Applicable. The information is not available for display or is not applicable

NM

– Not Meaningful. The information is not meaningful and is therefore excluded.

NOTE

– Our target prices are with a 12-month perspective. Returns stated in the rating scale are our internal benchmark.
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Disclosure/Disclaimer (Private Client Group)
Kotak Securities Limited established in 1994, is a subsidiary of Kotak Mahindra Bank Limited. Kotak Securities is one of India's largest brokerage and distribution house.
Kotak Securities Limited is a corporate trading and clearing member of BSE Limited (BSE), National Stock Exchange of India Limited (NSE), Metropolitan Stock Exchange
of India Limited (MSE), National Commodity and Derivatives Exchange (NCDEX) and Multi Commodity Exchange (MCX). Our businesses include stock broking, services
rendered in connection with distribution of primary market issues and financial products like mutual funds and fixed deposits, depository services and Portfolio
Management.
Kotak Securities Limited is also a depository participant with National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL).
Kotak Securities Limited is also registered with Insurance Regulatory and Development Authority as Corporate Agent for Kotak Mahindra Old Mutual Life Insurance
Limited and is also a Mutual Fund Advisor registered with Association of Mutual Funds in India (AMFI). We are registered as a Research Analyst under SEBI (Research
Analyst) Regulations, 2014.
We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years.
However SEBI, Exchanges and Depositories have conducted the routine inspection and based on their observations have issued advise/warning/deficiency letters/ or
levied minor penalty on KSL for certain operational deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities;
nor has our certificate of registration been cancelled by SEBI at any point of time.
We offer our research services to clients as well as our prospects.
This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person.
Persons into whose possession this document may come are required to observe these restrictions.
This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed as an offer
to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients
of Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients.
We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness cannot be
guaranteed. Neither Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The recipients of this material
should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in this material may go up or down. Past
performance is not a guide for future performance. Certain transactions -including those involving futures, options and other derivatives as well as non-investment
grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centers on studying charts of a stock's price
movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.
Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed
in this material, there may be regulatory, compliance or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forwardlooking statements are not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may make investment
decisions that are inconsistent with the recommendations expressed herein.
Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been prepared by the Private Client
Group.
We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long or short
positions in, and buy or sell the securities thereof, of 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 subject company/company (ies) discussed herein or act as advisor or
lender / borrower to such company (ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions
at the time of publication of Research Report or at the time of public appearance. Kotak Securities Limited (KSL) may have proprietary long/short position in the above
mentioned scrip(s) and therefore may be considered as interested. The views provided herein are general in nature and does not consider risk appetite or investment
objective of particular investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation
to do business with KSL. Kotak Securities Limited is also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment decisions independent of the
PCG research and accordingly PMS may have positions contrary to the PCG research recommendation. Kotak Securities Limited does not provide any promise or
assurance of favourable view for a particular industry or sector or business group in any manner. The investor is requested to take into consideration all the risk factors
including their financial condition, suitability to risk return profile and take professional advice before investing.
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies
and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this
report.
No part of this material may be duplicated in any form and/or redistributed without Kotak Securities' prior written consent.
Details of Associates are available on www.kotak.com
1. “Note that the research analysts contributing to the research report may not be registered/qualified as research analysts with FINRA; and
2. Such research analysts may not be associated persons of Kotak Mahindra Inc and therefore, may not be subject to NASD Rule 2711 restrictions on communications
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No.: +22 43360000, Fax No.: +22 67132430. Website: www.kotak.com/www.kotaksecurities.com. Correspondence Address: Infinity IT Park, Bldg. No 21, Opp. Film City
Road, A K Vaidya Marg, Malad (East), Mumbai 400097. Telephone No: 42856825. SEBI Registration No: INZ000200137 (Member ID: NSE-08081; BSE-673; MSE-1024;
MCX-56285; NCDEX-1262), AMFI ARN 0164, PMS INP000000258 and Research Analyst INH000000586. NSDL/CDSL: IN-DP-NSDL-23-97. Our research should not be
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