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Consumer Sentiment Barometer 
Our expectations on December 2018 quarter performance of mid-cap companies in our coverage universe: 

Bata India (BIL): We expect an increase in sales/EBITDA/PAT by 15%/21%/25%, respectively, on YoY basis. Growth in retail (~85% 
of business) will be ~16%. Wholesale should grow 10% after a rather poor 2QFY19 when it grew only 2%. We expect margins to 
improve 90bps YoY, despite higher spending on advertising. Premiumisation, discontinuation of unprofitable products and efforts to 
reduce raw material and sourcing costs will drive gross margin. Other expenses will be controlled by its focus on rentals through: (1) 
Store size rationalisation. (2) Rental renegotiation. (3) Greater control on operational expenses. We expect sales pick-up because of: 
(a) Higher footfalls on the back of advertisement spending which has gone up to 2.5%-3% of sales compared to less than 1% two 
years ago. (b) Fresh and trendy inventory (on a relative basis compared to history). (c) Addition of COCO and franchisee stores. (d) 
Focus on the entire range of products through a reinvigorated wholesale channel under a new leadership. 

V-Mart Retail: We expect increase in its sales/EBITDA/PAT by 25%/35%/34%, respectively, on YoY basis. 3Q is seasonally the 
strongest quarter for the company because of festive and marriage seasons. In 2018-19, many more festivals got bunched up in 
3QFY19. After a tepid 1% same-store sales growth or SSG in 1HFY19, we believe SSG in 3QFY19 will be in low teens. With store 
area addition of ~20% on YoY basis and revenue per sqft likely up 5%, we expect 25% revenue growth. The increase in revenue per 
sqft is explained by likely more sales of high-priced merchandise in 3QFY19. Gross margin and EBITDA margin are expected to be a 
tad better YoY. The street will watch out for: (1) The impact of increased competition on SSG and margins. (2) Progress of expansion 
and metrics in Tier 4 cities. (3) Impact of rural distress.  
Thomas Cook (India): We expect it to post good sales momentum because of festival holidays. Forex and travel revenues should 
increase 7% and 11% YoY, respectively. Travel EBIT margin should improve from 2.6% in the same quarter last year to 2.8% this 
year, leading to 18% YoY EBIT growth. Margin recovery is largely because of falling integration costs and recovery in DMS business. 
Forex EBIT margin should bounce back from 15.7% last year to 33.3% as working capital pressure is easing in  corporate travel 
business. Sterling should also increase its losses as Ind-AS115 restricts full revenue booking for vacation ownership product, while 
cash flows remain unaffected. We would watch out for management’s commentary on Sterling’s future strategy and the progress in 
loss-making DMS and domestic holiday (online) businesses.  
CCL Products (India): We expect consolidated revenues to increase 10.7% YoY on rising contribution from retail operations. 
EBITDA margin, however, may decline 60bps because of higher cost of retail operations which may be mitigated partially by small 
packs shipped in the legacy business. We expect EBITDA margin of 22.9% (India 23% and Vietnam 22.7%) as against 23.5% (India 
22.7% and Vietnam 26.0%) in the same quarter last year. India business is operating at peak capacity and therefore Vietnam is the 
main driver of growth in FY19. Chennai plant remains on track for April 2019 commencement with customer audit underway. 
Mold-Tek Packaging: We expect 18%/19% YoY sales/EBITDA growth. The primary growth driver should be FMCG and lubricant 
divisions, while we expect stable performance of paint division. We will keenly watch management commentary related to Mysuru 
and Vizag paint operations. Another emerging growth area is the pharmaceutical sector where the management had previously 
indicated possible commercial orders starting April 2019. The sharp decline, after a spike in crude oil prices in recent months, should 
shield cost inflation. The outlook on costs remains optimistic as we see no signs of recovery in crude oil prices so far.  
Kajaria Ceramics: During 2QFY19, the company posted blockbuster results and since then crude oil price tailwind continued to lift 
the stock higher to our  target price of Rs492. The management’s guidance of 15% volume growth and possible margin expansion 
because of falling crude oil costs in a tough demand environment is leading to P/E multiple expansion, in our view. On the demand 
front, metro cities are flat (because of oversupply in real estate market), but tier-2 and tier-3 cities are witnessing good traction, 
although not in tune of 15% volume growth. This indicates that Kajaria Ceramics is increasing its market share. Other players (both 
organised and unorganised) seem to be struggling with a poor cash conversion cycle. This confirms our thesis of Kajaria Ceramics 
acting as a consolidator in the industry. Does the company deserve higher multiple on the back of market share gains is the key 
question at this point, in our view.  
Cera Sanitaryware: The end-user demand for sanitaryware remains weak and we expect this to reflect in the company’s results. We 
expect it to report lower revenue growth and margin. Revenues are expected to increase 6.9% YoY to Rs3,109mn. Revenue growth 
should be largely driven by tiles and faucet business while lower margins should be because of higher expenditure relating to 
premium brand (which was launched recently). However, the company has the highest ratio of advertising and promotion expenditure 
(with respect to sales) in the industry which could be lowered to mitigate margin pressure. We continue to like the company for its 
superior execution and management quality even in the ongoing tough market conditions. 
La Opala RG: The company is under the investment mode as it is expanding capacity in premium categories by 55% over the next 
couple of years. The current capacity is enough to support a 15% volume CAGR over FY19E-FY21E. For the quarter, we expect the 
company to report 14% volume and revenue growth. Higher volume should also lead to better fixed-cost absorption, resulting in 
margin expansion. We expect EBITDA margin to expand 280bps YoY to 45.6%. We believe the stock is attractive considering the 
strong future growth potential.   
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Company 
(Rsmn) 

Analyst 
Name 

Net sales EBITDA EBITDA margin (%) PAT 

3QFY19E YoY (%) QoQ (%) 3QFY19E YoY (%) QoQ (%) 3QFY19E 2QFY19 3QFY18 3QFY19E YoY (%) QoQ (%) 

Bata India Girish           7,738  14.8 15.0 1346 20.8 54.1 17.4 13.0 16.5 850 24.6 52.6 

V-Mart Retail Girish           4,600  25.0 75.4 862 34.6 NM 18.7 (1.5) 17.4 492 34.0 NM 

CCL Products (India) Mohit           3,033  10.7 4.3 695 7.9 (8.9) 22.9 26.2 23.5 414 2.4 (12.3) 

Mold-Tek Packaging Mohit           1,005  26.8 - 189 25.0 13.9 18.9 16.5 17.8 88 8.8 7.2 

Thomas Cook (India)* Mohit          15,599  9.3 (2.0) 421 (65.0) 265.0 2.7 4.0 0.7 210 (65.0) NA 

Kajaria Ceramics Mohit           7,438  12.5 2.5 1,250 13.6 14.7 14.4 15.0 16.6 528 (1.0) 4.2 

Cera Sanitaryware Mohit           3,109  6.9 (6.1) 423 4.2 (7.2) 13.6 13.8 14.0 246 6.6 (12.6) 

La Opala RG Mohit              795  14.0 9.7 363 21.3 5.7 45.6 47.4 42.8 209 (8.0) (2.4) 

             * Reported numbers are not comparable    Source: Nirmal Bang Institutional Equities Research

4 January 2019 
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DISCLOSURES 
 

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation. NBEPL is a 
registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INH000001436. NBEPL is also 
a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments.  
 
NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have 
different or contrary views on stocks and markets. 
 
NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in 
securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBEPL or 
its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the 
subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject  
company at the end of the month immediately preceding the date of publication of this research report. 
 
NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the 
company covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation or other 
benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not served as an 
officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in market making activity of the subject 
company. 
 
Analyst Certification: We, Girish Pai and Mohit Khanna, research analysts are the authors of this report, hereby certify that the views 
expressed in this research report accurately reflects our personal views about the subject securities, issuers, products, sectors or 
industries. It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the 
inclusion of specific recommendations or views in this research.  The analyst(s) principally responsible for the preparation of this 
research report and has taken reasonable  care  to  achieve  and  maintain  independence  and  objectivity  in  making  any 
recommendations.  
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Disclaimer 

Stock Ratings Absolute Returns 

BUY  > 15% 

ACCUMULATE  -5% to15% 

SELL  < -5% 

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is not 
soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain 
from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, f inancial situation and particular needs 
of the reader.  

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or redistributed to 
any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though disseminated 
to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as customers by virtue of their 
receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where 
such distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL & its group companies to registration or 
licensing requirements within such jurisdictions. 

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate, 
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any of its 
affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained 
in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to 
this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report 
should rely on their own investigations.  

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications and 
alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its clients, and 
would be happy to provide information in response to specific client queries.  

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice 
is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of 
securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in 
international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the 
investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept any liability 
whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it 
may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special 
or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information contained in this report.  

Copyright of this document vests exclusively with NBEPL.  

Our reports are also available on our website www.nirmalbang.com   

Access all our reports on Bloomberg, Thomson Reuters and Factset. 
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