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Dear Sir, 

Sub: Newspaper Cutting of the Extract of Unaudited Financial Result as on 30.09.2019. 

Ref: Intimation under Regulation 47(1) (b) of SEBI (lOOR) Regulations, 2015. 

Dear Sir, 

Please find enclosed herewith Photocopy of the Newspaper Cutting of the Extract of the 
Unaudited Financial Results for the Quarter and Half Year ended 30th September 2019 published 
in the Business Standard Newspaper Ahmedabad Edition and loksatta Jamsatta Gujarati 
Newspaper Vadodara Edition in English language on Friday, 15.11.2019. 

Kindly take the above on your record and acknowledge the same. 

Thanking you, 

For Axel Polymers Limited 

Ji~dhVi 
Company Secretary 



“It’s been a stock picker’s market
for some investors and their ‘pat
my back friends’. Almost all their
stocks are down 50% and more.
Wonder what skill they use(d) ?
Keep scratching — the head !'
BASANT MAHESHWARI, 
Author & Portfolio Manager 

KRISHNA KANT & ASHLEY COUTINHO
Mumbai, 14 November

Equity investors coming to the
rescue of India’s consumption
demand story have pushed up

the valuation of consumer discre-
tionary stocks to their highest in three
and half years. This is despite a sharp
deterioration in firms’ fundamentals
over the latest quarter.

These consumer durable stocks
are trading at 24.6x their trailing 12-
month profit before tax (PBT) on an
average, up from a price-to-earnings
(P/E) multiple of 21.7x at the end of
June and 20.6x a year ago.

The current valuation is just a
notch below the peak of 27.7x the trail-
ing PBT at the end of the December
2017 quarter.

The combined market capitalisa-
tion of 29 consumer
durable players in the
Business Standard sam-
ple has risen 6.9 per cent
year-on-year (YoY),
despite a 28 per cent
YoY decline in profit
before tax (PBT) in
Q2FY20 and 8.3 per cent
YoY decline in net sales.
The industry PBT has
contracted for three
consecutive quarters.

This is the worst show by the
industry in the last five years. Q2FY20
was the first in the last five years

when the companies included in the
sample reported YoY contraction 
in revenues.

The analysis is based on quarterly
revenues, profits, and market capi-

talisation of listed firms in
industries such as passen-
ger cars, two-wheelers,
domestic appliance mak-
ers, jewellers, paints and
home product companies,
and fashion retailers. The
sample has factored in
firms to have declared
their results.

Among major compa-
nies in the sample are

Maruti Suzuki, Hero MotoCorp, Bajaj
Auto, Titan, Asian Paints, Berger
Paints, Mahindra & Mahindra, Eicher
Motors, Havells India, Kajaria

Ceramics, and Blue Star.
Analysts attribute this growing

divergence between valuation and
fundamentals to the TINA or ‘there
is no alternative’ factor for investors.

“I agree that most consumer
durable stocks are trading at unsus-
tainably high valuations. However,
there are few alternatives in the non-
consumer space," says 
G Chokkalingam, founder and MD 
of Equinomics Research & 
Advisory Services.

However, he clarified that valua-
tions of many stocks are approaching
the bubble, and are not sustainable,
given their earnings trajectory.
“Valuations in the consumer space
may correct sharply, once there are
broad-based economic growth
returns that will push up earnings in

cyclical sectors such as corporate
banks, capital goods, and commodity
manufacturing,” said Chokkalingam.

Others attribute this to a combi-
nation of a fall in interest rates glob-
ally and the focus on corporate gov-
ernance and quality stocks. 

“Thanks to record low interest
rates, investors are looking for quality
stocks that provide steady earnings
yield. Most of the consumer discre-
tionary players fit the bill as they are
debt-free and generate good free cash
flow,” said A K Prabhakar, head
(research), IDBI Capital.

The slowdown is bound to hit prof-
itability of some of these firms.
However, earnings will rebound once
growth picks up, and valuations may
start to look somewhat reasonable.

Analysts say that in the current
market scenario, ratios such as P/E
and price-to-book may matter less,
as the market is fundamentally driv-
en by liquidity-chasing quality and
yields. What is more important is
assessing the return on equity, return 
on capital employed, and overall
growth potential.

Analysts added that the outlook
on consumer demand was 
brighter than other demand drivers
such as corporate capex and infras-
tructure segment. 

“In this phase where growth has
been difficult to come by, investors
have found solace in firms that are
growing to at least a small extent.
Second, in the last one and half years,
there has been a string of bad news
on companies with debt. Consumer
companies don’t have these issues,”
said Sunil Singhania, founder of
Abakkus Asset Manager.

Earnings multiple of
consumer durable
firms at 3.5-year high

Consumer discretionary gets leg
up as investors chase quality

THE COMPASS

The Smart Iron ore prices have fallen 13% in the past one month
after inventory levels turned from deficit to surplus 
at Chinese ports. With the ongoing slowdown in 
the global economy weighing on infrastructure
spends, and thereby, steel demand, iron ore prices
are likely to remain subdued over the medium term

QUICK TAKE: MUTED OUTLOOK FOR IRON ORE PRICES

High-flying SpiceJet loses speed over rising costs
Pressure on yields
set to continue 
in December qtr

RAM PRASAD SAHU

SpiceJet’s 51 per cent increase in rev-
enues to ~2,845 crore in the September
quarter was driven by a sharp increase
in passenger volumes and a marginal
uptick in yield.

The airline’s capacities increased by
half in the quarter, while passenger vol-
umes rose 29 per cent over the year-
ago period.

However, what belied hopes of the
Street was the muted increase in yields
at 1.9 per cent, compared to the 3.5 per
cent estimated by the Street. IndiGo’s
passenger yields, in comparison, rose
9.4 per cent.

According to analysts at JM
Financial, SpiceJet’s below-par yield
increase was due to a significant
increase in fleet during the first half of
FY20, which impacted its route opti-

misation efforts.
The pressure on yields is expected

to continue throughout the current
quarter (Q3). While Q3 is a traditionally
a strong quarter, flash sales by airlines
and a fall in prices in metro cities indi-
cates flat yields for the sector. This
doesn’t bode well, especially
at a time when costs are rising
for both IndiGo and SpiceJet.

The 51 per cent increase in
expenses (excluding rental
and fuel) for SpiceJet and 32
per cent for IndiGo has negat-
ed the gains in the top line.

Higher scale of operations
led to a surge of 56 per cent in
employee costs for both car-
riers. Maintenance costs surged for
both IndiGo and SpiceJet in Q2, and is
expected to continue (especially for
IndiGo) for the next few quarters. Both

posted a loss at the operating level.
Even though the reported loss by

SpiceJet, at ~462 crore, was much high-
er than analyst estimates, the figure
would have been even higher by ~180
crore had the company not recognised
reimbursements from Boeing related

to the grounding of the
737 MAX.

The higher losses,
pressure on yield in the
current quarter, and a cut
in target prices, all led to
a 6 per cent drop in the
SpiceJet stock.
Brokerages, however,
prefer the smaller airline
given the valuation com-

fort it enjoys over IndiGo. SpiceJet will
gain from higher load factors and fuel
efficiency once the 737 MAX returns to
its fleet in Q1FY21.

Merger a weak link for BoB on asset quality concerns
Higher slippages,
flat loan growth
add to worries

HAMSINI KARTHIK

Mergers take time for results
to get reflected in the books.
In the case of banks, the
timeline could be stretched
further given the unpre-
dictable nature of asset qual-
ity. This held true for Bank of
Baroda’s (BoB’s) September
quarter (Q2) results too.

With the management
being focused towards inte-
gration of the merged entity,
BoB posted the weakest show
by any bank in Q2. Loans
grew a mere 2 per cent, as the
bank worked towards reduc-
ing its corporate loan book.

The unnerving factor,
though, was that of asset

quality. The metric showed
little signs of easing in the
case of BoB, a deviation from
the trend witnessed across
the sector.

With the gross non-per-
forming asset (NPA) ratio
firm at 10.3 per cent (near the
June quarter’s level), and net
NPA ratio at 3.9 per cent, ana-
lysts at PhillipCapital say the
merger-related integration
will take precedence over a
turnaround, in the eyes of the
management.

Further, slippages (loans
turning bad) remaining ele-
vated at ~7,300 crore, or 4.6
per cent of the total loan
book in Q2, shows asset qual-
ity is unlikely to improve in

the near term.
BoB has earmarked

~14,500 crore of loans as
potentially troublesome
accounts (watch-list), though
the overall list of stressed
assets reduced marginally to
~84,470 crore in Q2.

With the bank not pro-
viding for two key accounts
that could turn troublesome
in the ongoing quarter
(DHFL and Suzlon), Nomura
says credit cost for FY20
may remain elevated at 230
basis points.

However, the silver lining
was the improvement in
domestic net interest margin
(NIM) to 2.92 per cent from
2.8 per cent a year ago. This

was led by a rise in the share
of low-cost current account-
saving account (CASA)
deposits to 33.6 per cent,
from 28.9 per cent last year.

In addition, retail loans
— led by home and auto
loans — grew 16 per cent
year-on-year, keeping BoB
on track in shrinking its cor-
porate exposure.

With asset quality taking
precedence, the BoB stock is
slowly losing appeal. From 25
‘buy’ recommendations a
year ago, the number has
dipped to 22 (despite the
benign 1x FY21 estimated
book value). The stock has
shed 3.3 per cent after the 
Q2 results.
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What belied hopes
of the Street was
the muted
increase in yields
at 1.9 per cent,
compared to the
3.5 per cent
estimated by them

SAMIE MODAK & BLOOMBERG 
Mumbai, 14 November 

Stocks, particularly in emerging
markets (EMs), are witnessing
a surge in passive flows. 

Last week, inflows into the
US-listed EM exchange traded
funds (ETFs) were more than
$1 billion for the second con-
secutive week. According to
Bloomberg data, investors
poured in $1.06 billion into EM
ETFs, which invests in devel-
oping countries including
India. In the previous week,
flows stood at $1.06 billion. 

Flows for the week ended
November 8 were most since
February 22 — also the fifth
straight week of inflows.

The positive flows have
boosted the performance of

EMs. The MSCI EM index has
gained as much as 9 per cent
since October 1, only to give up
some of its gains over the past
few sessions.

Analysts say optimism
around a trade deal between
the US and China has boosted
risk sentiment. However,
renewed uncertainty triggered
by US President Donald
Trump’s threat of further tariff
hikes on Chinese imports has
weighed on EM performance. 

Weak performance of the
Chinese and Hong Kong mar-
kets, which have the biggest
weight in the EM index, has also
affected the index.

However, Chinese and
Hong Kong equities have been
the biggest beneficiaries of the
surge in ETF flows. 

Stocks belonging to these
two countries cornered a third
of the EM ETF flows. 

India got a miniscule por-
tion of the ETF flows at just $36
million. However, total foreign
flows into domestic equities for
the week ended November 8
stood at $1.1 billion. Analysts
said the bulk of these flows were
on account of strategic invest-
ments made by overseas
investors.

Among individual ETFs,
BlackRock’s $27-billion
iShares MSCI Emerging
Markets ETF received $354
million, the biggest inflow
since February. Its bonds
counterpart, the $14.9-billion
iShares JP Morgan USD
Emerging Markets Bond ETF
had a $326-million inflow.

HEALTHY FOREIGN FLOWS (in $ mn)
ETF flows into EMs were robust last week

Week Equity Debt Total assets
flow ($ bn)

Total for EMs 1,059.7 736.2 323.6 266.2

Americas 141.7 39.6 102.1 43.3

Asia-Pacific 658.8 591.4 67.5 176.9

EMEA 259.2 105.1 154.0 46.0

Report card
China/ 315.6 310.4 5.2 79.4
Hong Kong

Taiwan 107.8 107.8 0.0 28.9

Brazil 35.0 19.5 15.5 26.2

India 37.5 36.1 1.4 25.9

South Korea 47.8 46.4 1.4 17.6
Note: Data for US-listed EM ETFs; for the week ended November 8; 
EMEA is Europe, Middle East and Africa Source: Bloomberg

EM ETFs get $1-bn inflows for 2nd week

How did Zerodha manage to
crack the broking industry?
We got lucky. We didn’t get
enough competition along
the way. We think of us as a
tech business; this whole
broking thing is incidental.
An apple-to-apple
comparison would be a tech
company doing broking.
Demonetisation also
provided an impetus. Earlier,
on-boarding a customer was
the biggest challenge. This
Aadhaar-based know-your-
customer made it really easy.
That’s the only reason we
came on the scene.
Established players leveraged
their physical presence. A
digital-only player would
never have been able to match
that. Once that thing was
broken, it was easy for
someone like us to disrupt the
place.

Zerodha is criticised
for frequent
outages. 
The issue is blown out of
proportion. In the last 14
months, we have had three
incidents. Google, Facebook
or Amazon would have had
more incidents. I don’t think
any tech business is insulated
from this. But the problem
with our business is when we
are down, we are causing a
notional profit or a loss. Also,
our client base is young and
social media   savvy and
hence, these things get
amplified.

Zerodha has the maximum
number of active clients.
What is your revenue market
share?

The industry size is
between ~8,000 crore and
~10,000 crore. Exchange
transaction charges get added

to the revenues. But if
you take out that, last
year we did around
~700 crore, which
included proprietary

trading (prop). This year, we
will do around ~800 crore of
pure retail broking, excluding
prop.

Now that you have
established yourself, is there
a temptation to raise
charges?
We are thinking of premium
offerings and certain new
products. We are working
hard at the backend. A lot of
people think the broking
business is about pricing. It

has stopped being about
pricing long ago. It is all about
products. Product
development takes time. We
have taken four-five years.
Most new players used
vendor-based products.

We have only a few stock
market participants.
The real question is how
many of the 1.3 billion people
make money. People who
trade will be ones who make
money. The entire audience
for the industry is not more
than 50 million. That is a
stretch. So the participants
are around 7 million, which is
14 per cent of the addressable
market. I’d say that’s not so
bad.

Any plans to go public?
As a business, we don’t
require money. But people in
our office have stock options.
We need to give them
liquidity at some point in
time. Our fortunes are closely
tied to the stock markets. We
are like a high-beta stock.
With so much volatility in our
business, raising money from
the public could be a
challenge. We need to build
other verticals that will take
away some of this volatility.
We have a non-banking
financial company licence.
We are starting loan-against-
securities and margin
funding.

More on business-standard.com

In less than a decade, Zerodha has managed to become the No. 1 player in terms of the number of active
clients in the broking space. In an interview with Samie Modak, NITHIN KAMATH, founder and chief
executive officer of the tech start-up — which disrupted the industry with zero-brokerage plans — says the
industry has moved away from pricing to product offerings. Edited excerpts:LOOKING FOR VALUE 

Valuations continue to soar even as sales
and profitability come under pressure 
Consumer discretionary stocks

Note: Net sales, profit before tax growth and P/E on
trailing 12-month basis
Source: Capitaline; Compiled by BS Research Bureau
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‘Broking industry is no
longer about pricing’

Consumer durable
stocks are trading
at 24.6x their
trailing 12-month
PBT on an average,
up from a P/E
multiple of 21.7x at
the end of June and
20.6x a year ago
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