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Rating: ACCUMULATE | CMP: Rs1,335 | TP: Rs1,514 

Healthy performance, margins to improve 

Quick Pointers: 

 Exports reported healthy growth of 21% YoY, largely driven from Middle East 

(up 58% YoY) and Latin America (up 29.8% YoY). 

 Gross margins expected to gradually improve on account of price pass 

through, commodity softening and new product launches. 

Cummins India (KKC) reported healthy quarterly performance with 13% and 

14.8% YoY growth in revenue and PAT. Gross margins during the quarter 

were impacted (down 118bps YoY), due to lag in price pass-through. EBITDA 

margin remain broadly flat at 14.9%, owing to better absorption of fixed 

overheads. Going forward, margins are expected to improve (in 18-24 

months) owing to price hikes, commodity prices softening, better revenue 

mix and technology driven new product launches. Export markets continue 

to grow in geographies of Middle East, Latin America and Asia Pacific, with 

new tailor made product launches for specific regions, while some lag was 

witnessed in African markets. Domestic demand outlook continues to remain 

strong from sectors such as data center, pharmaceuticals, defence, railways, 

mining etc. Though demand scenario remains strong, supply chain 

disruptions may cause some impact in the near term. Management expects 

pre-buying to kick-in by H1CY23, prior to implementation of CPCB-IV norms 

in Jul’23. 

We believe KKC is well placed to benefit in the long run given 1) healthy 

demand outlook, 2) reviving margin profile, 3) continued momentum in 

exports market, 4) implementation of CPCB-IV and 5) technology driven new 

product launches. Consequently, we revise upwards our EPS estimates by 

10.3/9.7% for FY23/24E. The stock is trading at PE of 38.7x/33.8x/30.9x 

FY23/24/25E. We roll forward to FY25E and arrive at revised TP of Rs1,514 

(Rs1,296 earlier), valuing it at PE of 35x FY25E EPS. Maintain ‘Accumulate’ 

rating on stock. 

Better absorption of fixed cost aids margins: Standalone sales grew 13% YoY 

to Rs19.5bn (PL estimate of Rs18.9bn) with domestic/exports at ~72.4%/27.6% of 

sales. Gross margin contracted 118bps YoY 31.8%, impacted due to commodity 

inflation and lag in price pass though. EBITDA grew 12.1% YoY to Rs2.9bn (PL 

estimate of Rs2.7bn) with EBITDA margins remaining broadly flat at 14.9% (vs 15% 

in Q1FY22), aided by better absorption of fixed overheads. Adj. PAT grew 14.8% 

YoY to Rs2.5bn, (PL estimate of Rs2.4bn) on account of strong operational 

performance and higher other income (up 23.1% YoY). 

Strong growth in domestic as well as exports market: Domestic revenue grew 

11.3% YoY to Rs13.9bn, driven by growth in distribution (up 22% YoY at Rs4.5bn), 

Industrial (up 10% YoY at Rs2.5bn) and Powergen (up 6% YoY at Rs6.8bn).  

Exports grew 21% YoY to Rs5.3bn, driven by Low Horse Power (LHP), up ~48% 

YoY to Rs2.4bn, while High Horse Power (HHP) declined 3% YoY to Rs2.3bn.  
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☑ Change in Estimates | ☑ Target |  Reco 

Change in Estimates 

                               Current           Previous 

 FY24E FY25E FY24E FY25E 

Rating  ACCUMULATE ACCUMULATE 

Target Price  1,514  1,296 

Sales (Rs. m) 79,975 87,281 73,211 79,902 

     % Chng.  9.2  9.2   

EBITDA (Rs. m) 12,352 13,790 11,344 12,620 

     % Chng.  8.9  9.3   

EPS (Rs.) 39.5 43.3 36.0 39.7 

     % Chng.  9.7  8.9   

Key Financials - Standalone 

Y/e Mar   FY22 FY23E FY24E FY25E 

Sales (Rs. m)  61,404  73,365  79,975  87,281 

EBITDA (Rs. m)  8,851  10,627  12,352  13,790 

  Margin (%)  14.4  14.5  15.4  15.8 

PAT (Rs. m)  7,854  9,555  10,941  11,989 

EPS (Rs.)  28.3  34.5  39.5  43.3 

  Gr. (%)  27.1  21.7  14.5  9.6 

DPS (Rs.)  10.5  22.8  26.1  28.5 

   Yield (%)  0.8  1.7  2.0  2.1 

RoE (%)  17.0  19.1  20.4  20.8 

RoCE (%)  15.5  16.9  18.6  19.4 

EV/Sales (x)  5.8  4.9  4.5  4.1 

EV/EBITDA (x)  40.1  33.6  29.0  25.9 

PE (x)  47.1  38.7  33.8  30.9 

P/BV (x)  7.6  7.1  6.7  6.2 

Key Data  CUMM.BO | KKC IN 
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Stock Performance (%) 
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 Better absorption of fixed overheads aids margins 

Y/e March (Rs mn) Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 
YoY gr. 

(%) 
QoQ gr. 

(%) 
H1FY23 H1FY23 

YoY gr. 
(%) 

Revenue 17,274 17,350 14,936 16,867 19,513 13.0 15.7 36,379 29,119 24.9 

Total Revenues 17,274 17,350 14,936 16,867 19,513 13.0 15.7 36,379 29,119 24.9 

Expenditure 14,682 14,645 12,869 14,728 16,607 13.1 12.8 31,336 25,039 25.1 

   as % of sales 85.0 84.4 86.2 87.3 85.1   86.1 86.0  

Consumption of RM 11,571 11,573 10,156 11,621 13,300 14.9 14.4 24,922 19,339 28.9 

   as % of sales 67.0 66.7 68.0 68.9 68.2   68.5 66.4  

Employee Cost 1,569 1,609 1,428 1,513 1,609 2.5 6.3 3,123 2,919 7.0 

   as % of sales 9.1 9.3 9.6 9.0 8.2   8.6 10.0  

Other expenditure 1,541 1,463 1,285 1,593 1,698 10.2 6.6 3,291 2,781 18.3 

   as % of sales 8.9 8.4 8.6 9.4 8.7   9.0 9.6  

EBITDA 2,592 2,705 2,067 2,138 2,905 12.1 35.9 5,044 4,080 23.6 

Depreciation 336 349 347 337 353 5.1 4.8 689 645 6.9 

EBIT 2,256 2,356 1,719 1,802 2,553 13.1 41.7 4,355 3,435 26.8 

Other Income 694 866 766 1,001 855 23.1 (14.6) 1,856 1,243 49.3 

Interest 22 27 48 19 46 107.7 137.6 66 40 65.0 

Extra ordinary items - - - 143 - - - 143 (1,324) - 

PBT 2,929 3,195 2,437 2,641 3,362 14.8 27.3 6,002 5,962 0.7 

Total Tax 730 786 545 653 838 14.8 28.4 1,490 1,397 6.7 

Reported PAT 2,199 2,410 1,892 1,988 2,524 14.8 27.0 4,512 4,565 (1.2) 

Adj. PAT 2,199 2,410 1,892 2,096 2,524 14.8 20.4 4,619 3,552 30.1 

Adjusted EPS 7.9 8.7 6.8 7.6 9.1 14.8 20.4 16.7 12.7 30.8 

           

Margins (%) Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 bps bps H1FY23 H1FY23 bps 

EBIDTA 15.0 15.6 13.8 12.7 14.9 (12) 221 13.9 14.0 (15) 

EBIT 13.1 13.6 11.5 10.7 13.1 2 240 12.0 11.8 17 

EBT 17.0 18.4 16.3 15.7 17.2 27 157 16.5 20.5 (398) 

PAT 12.7 13.9 12.7 12.4 12.9 20 51 12.7 12.2 50 

Effective Tax rate  24.9 24.6 22.4 24.7 24.9 1 21 24.8 23.4 140 

Source: Company, PL  
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Conference Call Highlights 

 Demand scenario continues to be strong from domestic and exports end user 

markets and  likelyto  continue with the growth momentum.  

 Domestic market grew 11% YoY to Rs13.9bn, while export market grew 21% 

YoY to Rs5.3bn. 

 Supply chain still continues to remain impacted for certain critical components 

such as electronic, thereby impacting utilization level for the company. 

 Capacity utilization level stands at ~70-80% and likely to improve gradually with 

normalizing supply chain scenario. 

 Gross margins were impacted due to commodity price hike and lag in price 

pass through. Gross margins are likely to reach at a normalised level in next 

18-24 months with commodity softening, likely price hikes and new product 

launches. 

 Company over past few years has been focusing on automation to increase 

operation efficiency. 

 Data center continues to witness strong traction and is expected to continue its 

momentum in near to medium term.  

 Domestic:  Powergen revenue grew 6% YoY to Rs6.8bn, distribution up 22% 

YoY to Rs4.5bn, Industrial up 10% YoY to Rs2.5bn  

 Industrial segment: Railway is witnessing bounce back and in-line with 

management expectation. Marine, Mining, Defence are performing better 

than expected. While construction sector continues to disappoint. 

 Power genset segment growth was driven by segments such as Data 

center, Pharmaceuticals, Biotechnology and overall manufacturing 

segment. 

 Distribution segment is witnessing strong growth, due to expanding 

services offered to clients, adding more products/part and increasing 

reach. 

 Exports: Exports: LHP grew 49% YoY to Rs2.4bn, while HHP declined 3% 

YoY to Rs2.3bn. 

 Exports market such as Latin America, Asia Pacific and Middle East 

continues to remains strong. Though European market has grown over 

previous year it now witnessing slowdown sequentially due to geo political 

tension. While African market is still witnessing slowdown. 

 Capex to be in range of Rs2-2.5bn, same compared to last few years, off which 

majority will be towards maintenance and upgrading capex. 

 CPCB-IV norm to be implemented from 1st July 2023. Management expect pre-

buying of existing product in 1st half of 2023. Being more complicated and high 

technology driven it is likely to be priced higher. 
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  Financials 
 

Income Statement (Rs m) 

Y/e Mar    FY22 FY23E FY24E FY25E 

Net Revenues  61,404  73,365  79,975  87,281 

   YoY gr. (%)  41.8  19.5  9.0  9.1 

Cost of Goods Sold  41,068  48,795  51,824  56,034 

Gross Profit  20,336  24,570  28,151  31,247 

   Margin (%)  33.1  33.5  35.2  35.8 

Employee Cost  5,956  6,750  7,598  8,379 

Other Expenses  3,028  3,668  3,999  4,451 

                          

EBITDA  8,851  10,627  12,352  13,790 

   YoY gr. (%)  52.7  20.1  16.2  11.6 

   Margin (%)  14.4  14.5  15.4  15.8 

                          

Depreciation and Amortization  1,340  1,404  1,487  1,578 

                          

EBIT  7,511  9,222  10,865  12,212 

  Margin (%)  12.2  12.6  13.6  14.0 

                          

Net Interest   115  190  205  242 

Other Income  2,875  3,742  3,967  4,059 

                          

Profit Before Tax  11,595  12,774  14,627  16,029 

   Margin (%)  18.9  17.4  18.3  18.4 

                          

Total  Tax  2,728  3,219  3,686  4,039 

   Effective tax rate (%)  23.5  25.2  25.2  25.2 

                          

Profit after tax  8,867  9,555  10,941  11,989 

Minority interest  -   -   -   -  

Share Profit from Associate  -   -   -   -  

                          

Adjusted PAT  7,854  9,555  10,941  11,989 

   YoY gr. (%)  27.1  21.7  14.5  9.6 

   Margin (%)  12.8  13.0  13.7  13.7 

Extra Ord. Income / (Exp)  1,012  -   -   -  

                          

Reported PAT  8,867  9,555  10,941  11,989 

  YoY gr. (%)  43.5  7.8  14.5  9.6 

  Margin (%)  14.4  13.0  13.7  13.7 

                          

Other Comprehensive Income  -   -   -   -  

Total Comprehensive Income  8,867  9,555  10,941  11,989 

Equity Shares O/s (m)  277  277  277  277 

EPS (Rs)  28.3  34.5  39.5  43.3 

Source: Company Data, PL Research 

 

 

 

 
 

Balance Sheet Abstract (Rs m) 

  Y/e Mar    FY22 FY23E FY24E FY25E 

Non-Current Assets                         

                          

Gross Block  20,684  21,884  23,084  24,284 

  Tangibles  20,684  21,884  23,084  24,284 

  Intangibles  -   -   -   -  

                          

Acc: Dep / Amortization  8,848  10,252  11,739  13,317 

  Tangibles  8,848  10,252  11,739  13,317 

  Intangibles  -   -   -   -  

                          

Net fixed assets  11,836  11,631  11,345  10,966 

  Tangibles  11,836  11,631  11,345  10,966 

  Intangibles  -   -   -   -  

                          

Capital Work In Progress  1,226  804  804  804 

Goodwill  -   -   -   -  

Non-Current Investments  10,263  11,282  12,019  13,165 

Net Deferred tax assets (971) (971) (971) (971) 

Other Non-Current Assets  1,219  1,394  2,199  3,011 

                          

Current Assets                         

  Investments  5,775  5,775  5,775  5,775 

  Inventories  7,288  8,844  9,422  10,282 

  Trade receivables  12,473  15,408  17,443  19,036 

  Cash & Bank Balance  13,867  11,559  11,848  12,163 

  Other Current Assets  1,558  2,201  3,199  3,840 

Total Assets  68,051  71,907  77,733  83,407 

                          

Equity                         

  Equity Share Capital  554  554  554  554 

  Other Equity  47,972  51,221  54,941  59,017 

Total Networth  48,527  51,775  55,495  59,572 

                          

Non-Current Liabilities                         

  Long Term borrowings  3,972  4,472  4,972  5,472 

  Provisions  -   -   -   -  

  Other non current liabilities  -   -   -   -  

                          

Current Liabilities                         

  ST Debt / Current of LT Debt  151  151  151  151 

  Trade payables  9,973  9,246  10,517  11,478 

  Other current liabilities  4,457  5,291  5,626  5,763 

Total Equity & Liabilities  68,051  71,907  77,733  83,407 

Source: Company Data, PL Research 
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Cash Flow (Rs m)     

Y/e Mar    FY22 FY23E FY24E FY25E Year 

PBT  11,595  12,774  14,627  16,029  

 Add. Depreciation  1,340  1,404  1,487  1,578  

 Add. Interest   115  190  205  242  

Less Financial Other Income  2,875  3,742  3,967  4,059  

 Add. Other (2,753)  -   -   -   

Op. profit before WC changes  10,297  14,368  16,319  17,849  

Net Changes-WC (684) (3,339) (3,514) (3,706)  

Direct tax (2,543) (3,219) (3,686) (4,039)  

Net cash from Op. activities  7,070  7,811  9,119  10,104  

Capital expenditures  705 (1,530) (1,904) (2,134)  

Interest / Dividend Income  1,030  -   -   -   

Others (7,597)  -   -   -   

Net Cash from Invt. activities (5,862) (1,530) (1,904) (2,134)  

Issue of share cap. / premium  -   -   -   -   

Debt changes  3,777  500  500  500  

Dividend paid (4,435) (6,306) (7,221) (7,913)  

Interest paid (74) (190) (205) (242)  

Others (42)  -   -   -   

Net cash from Fin. activities (774) (5,996) (6,926) (7,655)  

Net change in cash  434  285  289  314  

Free Cash Flow  5,552  7,032  7,919  8,904  

Source: Company Data, PL Research   

Quarterly Financials (Rs m)     

Y/e Mar    Q3FY22 Q4FY22 Q1FY23 Q2FY23 

Net Revenue  17,350  14,936  16,867  19,513 

   YoY gr. (%)  21.8  19.8  42.4  13.0 

Raw Material Expenses  11,573  10,156  11,621  13,300 

Gross Profit  5,777  4,780  5,245  6,212 

  Margin (%)  33.3  32.0  31.1  31.8 

EBITDA  2,705  2,067  2,138  2,905 

   YoY gr. (%)  11.9  23.4  43.7  12.1 

   Margin (%)  15.6  13.8  12.7  14.9 

Depreciation / Depletion  349  347  337  353 

EBIT  2,356  1,719  1,802  2,553 

  Margin (%)  13.6  11.5  10.7  13.1 

Net Interest  27  48  19  46 

Other Income  866  766  1,001  855 

Profit before Tax  3,195  2,437  2,641  3,362 

  Margin (%)  18.4  16.3  15.7  17.2 

Total Tax  786  545  653  838 

  Effective tax rate (%)  24.6  22.4  24.7  24.9 

Profit after Tax  2,410  1,892  1,988  2,524 

Minority interest  -  -  -  - 

Share Profit from Associates  -  -  -  - 

Adjusted PAT  2,410  1,892  2,096  2,524 

   YoY gr. (%)  2.9  1.9  57.1  14.8 

  Margin (%)  13.9  12.7  12.4  12.9 

Extra Ord. Income / (Exp)  -  - (108)  - 

Reported PAT  2,410  1,892  1,988  2,524 

   YoY gr. (%)  2.9  1.9 (16.0)  14.8 

Margin (%)  13.9  12.7  11.8  12.9 

Other Comprehensive Income  -  -  -  - 

Total Comprehensive Income  2,410  1,892  1,988  2,524 

Avg. Shares O/s (m)  277  277  277  277 

EPS (Rs)  8.7  6.8  7.6  9.1 

Source: Company Data, PL Research 

  Key Financial Metrics 

Y/e Mar    FY22 FY23E FY24E FY25E 

Per Share(Rs)                         

EPS  28.3  34.5  39.5  43.3 

CEPS  33.2  39.5  44.8  48.9 

BVPS  175.1  186.8  200.2  214.9 

FCF  20.0  25.4  28.6  32.1 

DPS  10.5  22.8  26.1  28.5 

Return Ratio(%)                         

RoCE  15.5  16.9  18.6  19.4 

ROIC  19.9  18.5  19.9  20.3 

RoE  17.0  19.1  20.4  20.8 

Balance Sheet                         

Net Debt : Equity (x) (0.3) (0.2) (0.2) (0.2) 

Net Working Capital (Days)  58  75  75  75 

Valuation(x)                         

PER  47.1  38.7  33.8  30.9 

P/B  7.6  7.1  6.7  6.2 

P/CEPS  40.3  33.8  29.8  27.3 

EV/EBITDA  40.1  33.6  29.0  25.9 

EV/Sales  5.8  4.9  4.5  4.1 

Dividend Yield (%)  0.8  1.7  2.0  2.1 

 Source: Company Data, PL Research  
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Price Chart Recommendation History   

 

 

No. Date Rating TP (Rs.) Share Price (Rs.) 

1 04-Oct-22 Accumulate 1,296 1,214 

2 11-Aug-22 Accumulate 1,296 1,238 

3 05-Jul-22 Accumulate 1,087 1,052 

4 28-May-22 Accumulate 1,087 1,015 

5 08-Apr-22 Accumulate 1,032 1,113 

6 13-Feb-22 Accumulate 1,069 939 

7 11-Jan-22 Accumulate 1,051 952 
 

 

Analyst Coverage Universe 

Sr. No. Company Name Rating TP (Rs) Share Price (Rs) 

1 ABB India Accumulate 3,115 3,100 

2 Apar Industries BUY 1,834 1,464 

3 Bharat Electronics BUY 125 107 

4 BHEL Sell 36 62 

5 Cummins India Accumulate 1,296 1,214 

6 Engineers India BUY 89 65 

7 GE T&D India Hold 102 129 

8 Kalpataru Power Transmission BUY 442 419 

9 KEC International Accumulate 473 440 

10 Larsen & Toubro BUY 2,384 2,023 

11 Praj Industries BUY 520 434 

12 Siemens Accumulate 3,116 2,750 

13 Thermax Accumulate 2,190 2,199 

14 Triveni Turbine BUY 328 283 

15 Voltamp Transformers Hold 2,748 2,616 

 

PL’s Recommendation Nomenclature (Absolute Performance) 

Buy  : > 15% 

Accumulate : 5% to 15% 

Hold : +5% to -5% 

Reduce : -5% to -15% 

Sell : < -15% 

Not Rated (NR) : No specific call on the stock 

Under Review (UR) : Rating likely to change shortly 
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 ANALYST CERTIFICATION 

(Indian Clients) 

We/I, Mr. Amit Anwani- MBA (Finance), Mr. Nilesh Soni- BCom, MBA (Finance) Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views 
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or 
indirectly related to the specific recommendation(s) or view(s) in this report. 

(US Clients) 

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately 
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific 
recommendation or views expressed in this research report. 

DISCLAIMER 

Indian Clients 

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for 
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking, 
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com. 

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported 
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness 
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made 
available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or 
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions 
of securities of companies referred to in this report and they may have used the research material prior to publication. 

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

PL is in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014 

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities. 

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.  

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report.  

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report. 

PL or its associates might have received compensation from the subject company in the past twelve months. 

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any 
other assignment in the past twelve months.    

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months. 

PL or its associates might have 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 

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report. 

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or 
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest 
at the time of publication of this report. 

It is confirmed that  Mr. Amit Anwani- MBA (Finance), Mr. Nilesh Soni- BCom, MBA (Finance)  Research Analysts of this report have not received any compensation from the companies 
mentioned in the report in the preceding twelve months 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  
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