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Federal Bank Ltd.

CMP as on 14th Oct. 2022

Investment Rationale
Improving asset quality trend -The federal bank has reported a highest ever Operating profit and
Net profit in Q2FY23. Higher opex from continued investment in business and maintaining a high
liquidity ratio which provides an additional buffer cushion to any adverse effect of the sudden
spike in slippage. The Federal bank reported strong broad-based credit growth while overall costs
have been well managed hence resulting in the highest ever profit. On the asset quality front, the
gross non-performing assets improved to 2.46% of the gross advances as of September 2022, from
2.69% QoQ. Besides strong collection mechanism helped the Federal bank’s strong recoveries and
up-gradations of Rs 329Cr.
Improvement in return ratio: Bank has shifted its focus towards high yielding retail loan book
mix. Bank also plans to leverage new partnership with fintech to drive further loan growth. The
bank reported an RoA of 1.2% in Q2FY23 and an RoE of 14.4%. Previously, Management has
guided to reach RoA of 1.25% in FY23E. The bank has placed well-ahead of its guidance and has
already reached 1.2% in Q2FY23.
Valuation - We believe the asset quality is likely to stay stable with gradual improvement in
profitability and thus expect it to deliver RoA/ RoE of 1.3%/14.4% by FY24E. At CMP the stock
trades at 1.3x its FY23E ABV and 1.1x its FY24E ABV. We assign a BUY rating with a Target Price
of Rs 160/share, valuing the stock at a target multiple of 1.4x FY24E ABV.
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FINANCIAL SUMMARY

Investment Rationale
Improving asset quality trend -The federal bank has reported a highest ever Operating profit and
Net profit in Q2FY23. Higher opex from continued investment in business and maintaining a high
liquidity ratio which provides an additional buffer cushion to any adverse effect of the sudden
spike in slippage. The Federal bank reported strong broad-based credit growth while overall costs
have been well managed hence resulting in the highest ever profit. On the asset quality front, the
gross non-performing assets improved to 2.46% of the gross advances as of September 2022, from
2.69% QoQ. Besides strong collection mechanism helped the Federal bank’s strong recoveries and
up-gradations of Rs 329Cr.
Improvement in return ratio: Bank has shifted its focus towards high yielding retail loan book
mix. Bank also plans to leverage new partnership with fintech to drive further loan growth. The
bank reported an RoA of 1.2% in Q2FY23 and an RoE of 14.4%. Previously, Management has
guided to reach RoA of 1.25% in FY23E. The bank has placed well-ahead of its guidance and has
already reached 1.2% in Q2FY23.
Valuation - We believe the asset quality is likely to stay stable with gradual improvement in
profitability and thus expect it to deliver RoA/ RoE of 1.3%/14.4% by FY24E. At CMP the stock
trades at 1.3x its FY23E ABV and 1.1x its FY24E ABV. We assign a BUY rating with a Target Price
of Rs 160/share, valuing the stock at a target multiple of 1.4x FY24E ABV.

Sector Banks

Market Cap
(RsCrs)

27,502

52 Week
High/Low

132/79

Y/E March NII(RsCr) PAT(RsCr) ABV P/ABV GNPA(%) RoE(%)

FY22 5,962 1,844 84.5 1.2 2.8 10.6

FY23E 7,322 2,741 97.8 1.3 2.4 13.6

FY24E 8,748 3,358 113.6 1.1 2.0 14.4



APL Apollo Tubes Ltd.
Investment Rationale
Well placed to benefit from rising application of steel tubes – With rising application of
structured steel tubes in construction projects, the share of structural steel tubes in India is
expected to expand to 22.7mt by 2030 (17% CAGR over CY19-30E). We believe APL Apollo is well
placed to grab this massive growth opportunity given pan-India presence, spare capacity
(utilization rate of 78%), capacity expansion and new innovative product launches.
Capacity expansion to improve volume and margins by FY25E – APL Apollo is expanding its
installed capacity to 4.0mtpa from 2.6mtpa currently at its Raipur plant with a capex of Rs.8,000mn
for value-added product (VAP), which is expected to get commissioned in Q3FY23E. Management
has guided that Raipur plant would drive up volume to 4mt by FY25E (32% CAGR), improve VAP
mix to 70-75% and more than double its EBITDA to Rs. 2,000 Crs by FY25E (Rs. 945 Crs in FY22).
Re-stocking of inventory to drive near-term growth – Demand for APL Apollo’s products is
recovering with distributors re-stocking their inventories as the HRC price has fallen 21% YoY to
Rs.55,952/MT in Sept., 2022 and distributors are not anticipating any further reduction in prices. As
a result, APL Apollo’s volume growth was 41% YoY/42% QoQ to 602,283MT in Q2FY23 fueled by
general structure tubes that increased 72% YoY.
Valuation – The stock is currently trading at 44.0x FY23E EPS and 32.2x FY24E EPS, respectively.
We are valuing APL Apollo Tubes at 40.0x FY24E EPS of Rs.34.80 to arrive at a BUY rating with a
target price of Rs.1,392.00, an upside of 24%.
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CMP as on 14th Oct. 2022

FINANCIAL SUMMARY

Investment Rationale
Well placed to benefit from rising application of steel tubes – With rising application of
structured steel tubes in construction projects, the share of structural steel tubes in India is
expected to expand to 22.7mt by 2030 (17% CAGR over CY19-30E). We believe APL Apollo is well
placed to grab this massive growth opportunity given pan-India presence, spare capacity
(utilization rate of 78%), capacity expansion and new innovative product launches.
Capacity expansion to improve volume and margins by FY25E – APL Apollo is expanding its
installed capacity to 4.0mtpa from 2.6mtpa currently at its Raipur plant with a capex of Rs.8,000mn
for value-added product (VAP), which is expected to get commissioned in Q3FY23E. Management
has guided that Raipur plant would drive up volume to 4mt by FY25E (32% CAGR), improve VAP
mix to 70-75% and more than double its EBITDA to Rs. 2,000 Crs by FY25E (Rs. 945 Crs in FY22).
Re-stocking of inventory to drive near-term growth – Demand for APL Apollo’s products is
recovering with distributors re-stocking their inventories as the HRC price has fallen 21% YoY to
Rs.55,952/MT in Sept., 2022 and distributors are not anticipating any further reduction in prices. As
a result, APL Apollo’s volume growth was 41% YoY/42% QoQ to 602,283MT in Q2FY23 fueled by
general structure tubes that increased 72% YoY.
Valuation – The stock is currently trading at 44.0x FY23E EPS and 32.2x FY24E EPS, respectively.
We are valuing APL Apollo Tubes at 40.0x FY24E EPS of Rs.34.80 to arrive at a BUY rating with a
target price of Rs.1,392.00, an upside of 24%.

Sector Tubes & Pipes

Market Cap
(RsCrs)

28,050

52 Week
High/Low

1,177/750

Y/E March Sales(RsCr) PAT(RsCr) EPS(Rs) P/E EBITDAM. (%) RoE (%)

FY22 13,063 557 22.3 50.3 7.4 28.2

FY23E 15,215 698 25.5 44.0 7.3 25.7

FY24E 18,221 957 34.8 32.2 8.0 28.3



Praj Industries Ltd.
Investment Rationale
Huge beneficiary of Ethanol blending along with its eye on exports – PRAJ, developer of Ethanol
plants in India (65% market share), will be a beneficiary of the government’s ethanol blending
target of 20% (EBP20) which reduced to 2025 from 2030 earlier. This indicates the requirement of
an additional capacity of 10bn liters to meet EBP20 by 2025, off which 5bn liters of capacity is yet to
be tendered out, indicates strong demand. PRAJ’s order book also grew at 3x (Rs28.8bn in FY22 v/s
Rs9.4bn in FY17). Also, Europe will set up 50 units of 2G ethanol plants of 2.8bn liters by 2030.
Also, Brazil to install starchy based feedstock (Corn based), thereby translating into an opportunity
of 5bn liters over next 5 years.
Opportunities into Bio refineries, CBG, Aviation fuel will boost earnings – PRAJ’s has
developed 2G cellulosic ethanol technology called ‘Enfinity’ that can process multiple feedstock. It
started, Asia’s First 2G Ethanol Bio-Refinery of IOCL at Panipat, Haryana, which is capable of
processing 2 lakh tonnes of rice straw annually to generate 30mn litres of Ethanol. It also
developed ‘RENGAS’ that produces ‘Compressed Biogas’ for auto applications from Agri waste.
Further, It has received approval from Indian Air force for its aviation fuel which is an another
~8bn liter opportunity.
Valuations – The stock is currently trading at 37.1x FY23E EPS and 26.3x FY24E EPS, respectively.
We are valuing Praj Industries at 33.0x FY24E EPS of Rs.16.50 to arrive at a BUY rating with a
target price of Rs.545.00, an upside of 25%.
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CMP as on 14th Oct. 2022

FINANCIAL SUMMARY

Investment Rationale
Huge beneficiary of Ethanol blending along with its eye on exports – PRAJ, developer of Ethanol
plants in India (65% market share), will be a beneficiary of the government’s ethanol blending
target of 20% (EBP20) which reduced to 2025 from 2030 earlier. This indicates the requirement of
an additional capacity of 10bn liters to meet EBP20 by 2025, off which 5bn liters of capacity is yet to
be tendered out, indicates strong demand. PRAJ’s order book also grew at 3x (Rs28.8bn in FY22 v/s
Rs9.4bn in FY17). Also, Europe will set up 50 units of 2G ethanol plants of 2.8bn liters by 2030.
Also, Brazil to install starchy based feedstock (Corn based), thereby translating into an opportunity
of 5bn liters over next 5 years.
Opportunities into Bio refineries, CBG, Aviation fuel will boost earnings – PRAJ’s has
developed 2G cellulosic ethanol technology called ‘Enfinity’ that can process multiple feedstock. It
started, Asia’s First 2G Ethanol Bio-Refinery of IOCL at Panipat, Haryana, which is capable of
processing 2 lakh tonnes of rice straw annually to generate 30mn litres of Ethanol. It also
developed ‘RENGAS’ that produces ‘Compressed Biogas’ for auto applications from Agri waste.
Further, It has received approval from Indian Air force for its aviation fuel which is an another
~8bn liter opportunity.
Valuations – The stock is currently trading at 37.1x FY23E EPS and 26.3x FY24E EPS, respectively.
We are valuing Praj Industries at 33.0x FY24E EPS of Rs.16.50 to arrive at a BUY rating with a
target price of Rs.545.00, an upside of 25%.

Sector Engineering

Market Cap
(RsCrs)

7,991

52 Week
High/Low

462/289

Y/E March Sales(RsCr) PAT(RsCr) EPS(Rs) P/E EBITDAM. (%) RoE (%)

FY22 2,053 164 9.0 48.6 8.4 17.5

FY23E 3,112 222 11.7 37.1 9.6 22.0

FY24E 3,849 300 16.5 26.3 10.4 25.2



Campus Activewear Ltd.

CMP as on 14th Oct. 2022

Investment Rationale
Further expanding distribution reach will fuel next leg of growth - Campus is aggressively
expanding its geographies, currently serving in 650+ cities in India. It has added 190/70 new
distributors in FY21/FY22, respectively, to reach a total of 450+ distributors along with 131 EBOs
(65% COCO). Further, it has added 9,786 and 2,085 new retail points in FY21 and FY22,
respectively, which provides Campus a massive reach to 20,000 retailers across India. Its
steps to expand its presence from north region (61% revenue in FY19 to 53% in FY22) to south
and west (entered just 3 yr back) are bearing fruit. Campus’s D2C online revenue contribution
shoot up from just 3% in FY19 to 33% as on Q1FY23 which indicates the strong execution by the
company.
Valuation - Campus grows faster than industry and will expand its distribution network and
deepen its footprints with specific focus on the western and southern regions of India. These
regions are high on growth and also high on per-capita income and focus on premium segment,
resulting in strong revenue growth and EBITDA margin expansion. Company has maintained its
healthy operating cash flows, asset turnover ratio more than 4x, consistency in EBITDA margins
over the years and best in class return profile making it a capital-efficient business model. Campus
has reported extremely well on the growth drivers and have a far superior outlook, currently
campus is trading at P/E of 45x one year forward FY24E. We assign P/E multiple of 56x to Campus
on FY25E EPS, given their higher growth outlook, to arrive at TP of Rs 729.
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FINANCIAL SUMMARY

Investment Rationale
Further expanding distribution reach will fuel next leg of growth - Campus is aggressively
expanding its geographies, currently serving in 650+ cities in India. It has added 190/70 new
distributors in FY21/FY22, respectively, to reach a total of 450+ distributors along with 131 EBOs
(65% COCO). Further, it has added 9,786 and 2,085 new retail points in FY21 and FY22,
respectively, which provides Campus a massive reach to 20,000 retailers across India. Its
steps to expand its presence from north region (61% revenue in FY19 to 53% in FY22) to south
and west (entered just 3 yr back) are bearing fruit. Campus’s D2C online revenue contribution
shoot up from just 3% in FY19 to 33% as on Q1FY23 which indicates the strong execution by the
company.
Valuation - Campus grows faster than industry and will expand its distribution network and
deepen its footprints with specific focus on the western and southern regions of India. These
regions are high on growth and also high on per-capita income and focus on premium segment,
resulting in strong revenue growth and EBITDA margin expansion. Company has maintained its
healthy operating cash flows, asset turnover ratio more than 4x, consistency in EBITDA margins
over the years and best in class return profile making it a capital-efficient business model. Campus
has reported extremely well on the growth drivers and have a far superior outlook, currently
campus is trading at P/E of 45x one year forward FY24E. We assign P/E multiple of 56x to Campus
on FY25E EPS, given their higher growth outlook, to arrive at TP of Rs 729.

Sector Footwear

Market Cap
(RsCrs)

17,967

52 Week
High/Low

624/292

Y/E March Sales(RsCr) PAT(RsCr) EPS(Rs) P/E EBITDAM. (%) RoE (%)

FY22 1,194 124 4.1 143.6 20.2 33.1

FY23E 1,603 178 5.9 100.7 20.3 32.5

FY24E 2,036 244 8.0 73.7 20.9 31.3



Name Designation
Jitendra Upadhyay                           Sr. Research Analyst

Name Designation
Rajesh Sinha Sr. Research Analyst

Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial interests in the subject company
mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company mentioned in the report as of the last day of the
month preceding the publication of the research report; (c) do not have any material conflict of interest at the time of publication of the Report. The
Analysts engaged in preparation of this Report:- (a) have not received any compensation from the subject company in the past twelve months; (b) have
not managed or co-managed public offering of securities for the subject company in the past twelve months; (c)have not received any compensation for
investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any
compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past
twelve months; (e) has not received any compensation or other benefits from the subject company or third party in connection with the Report; (f) has
not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and research analyst
engaged in preparing reports is qualified as per the regulation's provision.
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Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not for circulation. This
document is for information purposes only and information / opinions / views are not meant to serve as a professional investment guide for the readers.
Reasonable care has been taken to ensure that information given at the time believed to be fair and correct and opinions based thereupon are reasonable,
due to the nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. If this report is
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does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients.
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data and other sources believed by Bonanza portfolio Ltd to be reliable. This report should not be taken as the only base for any market transaction; however
this data is representation of one of the support document among other market risk criterion. The market participant can have an idea of risk involved to use
this information as the only source for any market related activity. The distribution of this report in definite jurisdictions may be restricted by law, and persons
in whose custody this report comes, should observe, any such restrictions. The revelation of interest statements integrated in this analysis are provided
exclusively to improve & enhance the transparency and should not be treated as endorsement of the views expressed in the analysis. The price and value of
the investments referred to in this report and the income from them may go down as well as up. Bonanza portfolio Ltd or its directors, employees, affiliates
or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such information / opinions /
views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or
representatives of M/s. Bonanza portfolio Ltd shall be liable. Research report may differ between M/s. Bonanza portfolio Ltd RAs and other companies on
account of differences in, personal judgment and difference in time horizons for which recommendations are made. Research entity has not been engaged in
market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. Research analyst
have not received any compensation/benefits from the Subject Company or third party in connection with the research report.
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