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VIX hits 7-week high amid

rising post-poll calm bets

The Cboe Volatility Index climbed to its highest
since early September on Monday, but traders
continued to pile into bets onits eventual demise.
Asell-offin US stocks amid the stimulus stalemate
and resurgent coronavirus helped push the VIX
up almost 5 points to 32.5—alevel not seen since
8 September. But the 10-day moving average of
total put volume relative to total call volume for
the gauge—a measure of demand for short volatil-
ity bets—extended itsrecent rise to the highest in
14-years, according to Bloomberg data. BLOOMBERG

Paltry profit

BP reported an adjusted net income of just
$66 million in the third quarter.
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BP narrowly avoids lossin
Q3, but challenges remain

BP Plc narrowly avoided a third-quarter loss, but
warned there are many challenges ahead as the
pace of recovery in oil demand remains uncertain.
The company defied analyst expectationsto eke
out a small profit as a rebound in earnings from
fuel marketing offset “extremely weak” refining
margins. Yet, the positive surprise may do little to
change the gloomy outlook for Big Oil amid the
pandemic. While crude prices have recovered
from historic lows seen in April, BP’s profit was
down 96% from a year earlier as lockdowns in
Europe and the US kept fuel demand at bay. The
company warned of a “volatile and challenging
trading environment” ahead. BLOOMBERG

Creeping higher
War-battered Libya is steadily ramping up

crude production.
Monthly Libyan crude output (in barrels per day)

Bharti Airtel's strong resuits hold a
mirror up to pessimisticinvestors

Mobis Philipose

mobis.p@livemint.com

he Bharti Airtel Ltd stock
has been a bit of a conun-

driven by high-value 4G customers,
whichrose10.4% quarter-on-quarter.

With amajority of subscribers con-
suming data, average revenue per user
(Arpu) rose to X162, up 3.3% from the

subscriber base suggests high market
share gains from Vodafone Idea,” said
an analyst from a domestic institu-
tional brokerage.

The segment also reported earnings

Gold prices drum lately. Although the | Junequarter. Mostoftheincremental | beforeinterestand taxof32,440 crore,
::fx:r but companyisexpectedtobea | revenueflowed overtotheprofitline, | which signifiesthatithasreturnedto
5,000 from keybeneficiary of Vodafone | and Ebitdamarginsofthemobiledivi- | profitsatthe pre-taxlevelafteralong
record IdeaLtd’sproblems, the stockrecently | sion rose by over 500 basis points | gap. While the firm doesn’tbreak-out
highs, silver  flirted withits post-covidlowsseenin | sequentially. Ebitda stands for earn- | its interest costs across divisions, it is
ratessurge  Narch. While it has estimated that finance
bitly/3jsacA4  recovered abit to 3430 STELLARSHOW costsofits Indiamobile
levels, it hasstillunder- business were at

performed the market BH?RTl Airtel's AW|;|'|I‘| a n?:)ajor_il;y of :N‘b,ESTOtRsbS?jem 31,100-1,200 crore.
by about 30% n the PEToENCen - Arilosbseiber  gbereubed | Otherhighlighis
past three months. segments wasahead ~ Arpuroseto162,up  increasing dominance  included 5% sequential
Thecompany’sSep-  of expectations 3.3% fromJun quarter inIndia‘s telcomarket ~ growthinhomebroad-
tember quarter results band customers, and
will certainly chal- 5-6% sequential

lenge the pessimistic sentiment
around the stock. Bharti Airtel’s per-
formance in nearly all its operating
segments was far ahead of expecta-
tions. Inthe key India mobile business,
revenue grew 7.4% sequentially to
13,832 crore. Its customer base
jumped 5% sequentially after being flat
for several quarters. Growth was

ingsbefore interest, tax, depreciation
and amortization.

The upshot: Airtel’s India mobile
Ebitdarose 12.8% sequentially and as
much as47.6% year-on-year. For per-
spective, Kotak Institutional Equities
and Jefferies India analysts estimated
Ebitda growth of 3.5-4% sequentially
for the division. “The huge jump in

increase in Ebitda of the digital TV and
enterprise divisions. Airtel Africahad
reported a huge 16% sequential jump
in profit in constant currency terms.
While Airtel shares haven’t really
budged since it reported impressive
results forits Africa business, investors
now need to grapple with the fact that

the company has delivered strong

Sweet spot

Airtel's India
mobile
subscriber
base jumped
5% sequentially
after being flat
for several
quarters, while
the share of 4G
subscribers
continued to
rise.
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results across various divisions. And
compared to the 2-3% increase
expected in consolidated Ebitda, the
company reported an 11.4% sequential
increase in profit.

Sell-side analysts have been
screaming buy for the stock forawhile
now, with all 27 analysts tracked by
Bloomberg having a buy/overweight
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Oiledgesup onweakdollar
with bearish headwinds

Oil clawed back some losses in New York as the
dollar weakened, although rising Libyan produc-
tion and fading hopes for fresh US stimulus
pointed to a bearish outlook for the market.
Futuresrose 0.8% after tumbling below $39 a bar-
rel on Monday, with a weaker dollar boosting the
appeal of commodities priced in the currency.
Libyais set torestart the last of its major oil fields
following a ceasefire in its civil war, moving the
nation a step closer to boosting output to I million
barrels a day. BLOOMBERG

Formorereports and analysis
on the markets, follow our
Mark to Market podcast with
Pallavi Pengonda and Aparna
Iyer on htsmartcast.com

Tata Motors outpaces Street
as JLR rides to profitability

Clifford Alvares
clifford.a@livemint.com

ata Motors Ltd’s (TML)
T Q2 results have been

quite a few wheel-
lengthsahead of the Street, fol-
lowing the accelerationin Jag-
uar Land Rover (JLR) after the
coronaviruslockdown. TML’s
domesticbusinessisalso step-
ping on the gas with revenues
recovering sequentially.

While JLR’s retail volumes
have slipped about 12% year-
on-year (y-o-y), the 53%
sequential pick-up has been
remarkable. The improvement
in China coupled with Europe
and the US also picking up
despite the second wave of cor-
onavirus cases is impressive.
JLR’sglobal retail network has
alsoreopened.

Analysts have pointed out
that overall discount levels
have come down, aiding reve-
nues. JLR’s Q2
revenues shot up
52% sequentially,
although y-o-y,
they were lower

Stepping on the gas

JLR's Q2 pickup coupled with lower costs drove significant
improvement in margins raising Tata Motors' overall performance.
JLR revenue (in £ million) ) JLR Ebitda margin (in %) (Right-hand scale)
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ing well after the lockdown.
Note that retail sales of com-
mercial vehicles have jumped
to 38,300 units in Q2 after
plummeting to 3,100 units in
Ql. However, while cargo
demand isimproving, demand
from the bus segment contin-
ues to be lacklustre.

to 2.6% in QIl. Net losses too
narrowed q-0-q against expec-
tations of higher losses. Ebitda
isearnings before interest, tax,
depreciation and amortization.

“Despite a decline of more
than 30% in JLR volumes, the
company recorded healthy
margins. This resulted in sig-

Jaguar Land Rover
saved about
€600 mn in costs
in Sep quarter,

nificant narrow down in con-
solidated losses. It is a stellar
performance despite a chal-
lenging environment,” said
Mitul Shah, head of research,

Passenger vehi-
clesaleshavebeen
improving duetoa
pickup in retail
sales amid grow-

28%. Still, lower ing preference for | Reliance Securities.

and about o ) .
costs and the €1.8bninth personal mobility. While analysts are likely to
operational per- -5bninthe Infact, TML’spas- | upgrade theirearningsexpec-
formance are year so far senger vehicle | tations for the year after the

quite encourag-
ing. JLR’s profit
before tax turned a corner after
two quarters of heavy losses.
The company saved about
€600 million in costs in the
quarter, and about €1.8 billion
inthe yearso far.
Domestically, both TML’s
commercial and passenger
vehicle businessesare recover-

saleswereup 73% | good show, the TML stock

-0
Sep 2020
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rating. The median target price forthe
stockis X684, nearly 60% higher than
the current market price. Investors
may be perturbed about Reliance Jio’s
increasing dominance in India’s telco
market, especially afteritsrecord fun-
draising earlierin the year. But as Air-
tel’s Q2 results show, it is clearly pre-
mature to write it offyet.

SBI Life delivers on growth, while
ICICI PruLife wins in profitability

Aparna lyer

aparna.i@livemint.com

hen it comes to growth,
India’slargest private sec-
tor life insurer hasn’t dis-

appointed. Notwithstanding itssize,
SBI Life Insurance Co. Ltd reported
anew business premium growth of
27% for the September quarter.

In comparison, ICICI Prudential
Life Insurance Co. Ltd which
released its September quarter
results on Tuesday reported tepid
growth metrics. New business pre-
mium growth was hardly more than
1% for the life insurer. To be sure,
investors had anticipated a lacklus-
tre growth from the life insurer.
However, the insurer did marginally
better on profitability metrics com-
pared with peer SBI Life. ICICI Pru-
dential Life’s new business margin
surged to 27.4% from 24.4% in Q1.

What has worked for SBI Life is
that much of the new growth has
come from retail and protection
products. The contraction in busi-
ness in terms of annualized pre-

mium equivalent (APE) narrowed to
-4% for the September quarter from
-32%inthe June quarter, indicating
swift recovery. Jefferies India Pvt.
Ltd analysts said growth is normaliz-
ing fast for the life insurer.

Within the retail portfolio, the
traction in protection products was
strong. Protection APE
grew by 13% and the
share of protection in

too, the protection
business grew faster
than other products.
Growth in market-
products
dragged both insurers.

A pandemicis making Indians buy
more insurance as health and life
protection come to the fore. SBI
Life’s term plans are flying off the
shelves faster than peers. Analysts
believe that this augurs well for
growth outlook and justify current
valuations. “We believe that SBI
Life’s growth runway through cli-

linked

Recovery without a bang

SBI Life Insurance Co. saw a strong revival in biz growth while ICICI Prudential
Life Insurance reported better profitability metrics in Q2.

M SBI Life Insurance Co.

Value of new business
growth (in %)

New business margin
(in %)

M ICICI Prudential Life Insurance

Annualized premium
equivalent (in % crore)

SBI Life's term
plans are flying

Analysts say this
augurs well for
growth outlook

y-o-y. The man-
agement noted that retail sales
have done well due to mount-
ing demand.

Overall, TML’s consolidated
revenue and operating profit
improvement have come ahead
of the Street’s expectations.
Ebitda margins stood at 10.5%
in Q2 on lower costs compared

seems to be reflecting the
improved performance.

The stock did well post cov-
id-19 and is just about 32%
lower than its pre-covid highs
from its fall of about 67% in
March. Thestockistradingata
one-year forward price-earn-
ingsmultiple of about 27 times
asper Bloomberg.

Note: The figures pertain to Q2FY21.

Source: Company
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NOTICE

Notice is hereby given pursuant to the provisions of Regulation 29
and 47 of SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015, that a meeting of Board of Directors of the Company
will be held on Thursday, November 05, 2020, inter-alia to consider
and adopt the unaudited financial results of the Company for the quarter
and half year ended Septmber 30, 2020.

The Notice is also available on the Website of the Company

www.munjalshowa.net and that of BSE Limited (www.bseindia.com)
and National Stock Exchange of India Limited (www.nseindia.com).

By order of the Board

For Munjal Showa Limited

Sd/-

(Geetanjali Sharma)

Company Secretary

Place: Gurugram
Date :27.10.2020
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ent-mining into SBI's client base will
support valuations of 2.4.time FY22
price toembedded value,” said Jefer-
riesinanote.

That said, SBI Life fumblesa bit on
the profitability metrics. Granted,
fast growth guaranteesbetter profits
inyears ahead as costs of insurance
products are upfront
while returns stag-
gered. Even so, SBI

overall  portfolio off the shelves Life’svalue of new busi-

remained at 7%. For f ness growth was muted
aster than peers.

ICICI Prudential Life, P for the September

quarter. That for ICICI
Prudential Life too
reported a flat value of
new business growth.
This compares with
HDFC Life Insurance Co’s 23%
growth in value of new business.

Further, analysts noted that
despite a surging growth in protec-
tion business for SBI Life, margins
didn’t reflect it. New business mar-
ginwas 18.9%, in line with previous
quarters. Lower premium rates may
have dragged down margins,
according to analysts.

Nevertheless, the outlook for
profitability is sanguine for both SBI
Life and ICICI Prudential Life. Per-
sistency ratios have improved for
longer time frames. That along with
traction in margin-friendly protec-
tion business should ensure profita-
bility improves going ahead.

“We estimate the value of new
business margin to reach 21% by
FY23 and thus deliver a 17% VNB
CAGR over FY20-23,” analysts at
Motilal Oswal Financial Services
wrote on SBI Life. Shares of both SBI
Life and ICICI Prudential Life have
trailed peer HDFC Life so far this
year because of the latter’s superior
profitability metrics.

ABFRL sees tailwinds post stake sale

Pallavi Pengonda

pallavi.p@livemint.com
hares of Aditya Birla Fashion
S and Retail Ltd (ABFRL) have
risen by 7.6% since the Flipkart
deal announcement on Friday. Flip-
kart will invest 31,500 crore in ABFRL
fora7.8%stakeinit.

This is a relief for ABFRL, which
hashigh leverage, akey overhang for
the stock. Further, the covid-19 pan-
demic haswreaked havoc on demand.

“Funds infusion from the Flipkart
deal and rights issue (X750 crore of
1,000 crore), as well as inventory
unwinding in FY2021, will help bring

down ABFRL'’s net debt to a more
manageable level of 3510 crore by
March 2021,” said Kotak Institutional

in online fashion,” said Kotak.
Even so, revival in sales remains
paramount. ABFRL’sstandalonerev-

Equities. At the end of enue fell by 85% year-
June, ABFRL’snetdebt  Flipkartissetto on-year in the June
stood at 33,250 crore. invest 1,500 cr quarter.

The partnership with in ABFRL for The company is rela-
Flipkart should also a7.8% stake tively more vulnerable
benefit the company in ' as apparel demand is

boosting its e-com-
merce sales for both
Maduraand Pantaloons.
“Webelieve ABFRL will
be able to accelerate its
e-commerce sales by getting more
prominently featured at Flipkart’s
online marketplacesthat areleaders

which s arelief
for the latter’s
debt outlook

discretionary in this
environment. However,
visibility has improved
with most shopping
malls resuming opera-
tions, though the formal wear cate-
gory, where ABFRL has a high pres-
ence, may take longertorevive.

Mark to Market writers do not have positions in the companies they have discussed here
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