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The stock of Cummins India is 
up 59 per cent since the start of 
November and has been hitting 
its 52-week highs on a regular 
basis post the strong December 
quarter results. The quarterly 
performance was boosted by 
strong top line growth as well as 
margin performance.  

Riding on a 36 per cent year-
on-year (Y-o-Y) growth in the 
domestic market, the company 
posted an overall revenue 
growth of 16 per cent. 

Growth in the domestic 
business was led by the power 
generation (powergen) 
segment. Here, demand trends 
remain strong from sectors such 
as data centres, infrastructure, 

manufacturing, commercial 
and residential realty. The beat 
on the top line front was in part 
due to execution of large non-
recurring orders in data centres. 
Powergen revenues spurted 51 
per cent on the back of a 20 per 
cent volume growth. 

The growth was led by 
improved realisation of primary 
pre-orders during the energy 
transition phase, higher pricing 
for CPCB IV+ gensets, which are 
up 20-30 per cent, and higher 
contribution from high 
horsepower (HHP) gensets. 

Among others, while 
distribution sales were up 26 per 
cent, industrial business saw a 
growth of 20 per cent. 

The growth in the industrial 
market was led by compressors, 

construction, and railways. 
While the domestic market 

remained strong, exports 

declined 40 per cent Y-o-Y due 
to weakness in the key markets 
of Cummins.  Teena Virmani 
and Harsh Tewaney of Motilal 
Oswal Research expect the 
company’s exports to remain 
weak in the near term. But they 
will be supported by an 
opportunity from its global 
parent and the export of CPCB 
IV+ products to the US and 
Europe.  

We, thus, believe that 
Cummins will benefit from a 
strong underlying demand 
environment in most of its 
segments, they add.  

Other gains in the results 
were at the operating level. 
Operating profit margins saw an 
improvement of 230 basis 
points (bps) Y-o-Y to 21.2 per 

cent.  It was on the back of 
increased sales of a large project, 
higher realisation, cost 
measures and lower raw 
material prices. Motilal Oswal 
has revised its valuation 
multiple upwards taking into 
account long-term 
sustainability of demand, 
bottoming out of exports, and 
better-than-expected margins. 
They have maintained a buy 
rating on the stock with a target 
price of ~2,910.  

Amit Anwani and Shirom 
Kapur of Prabhudas Lilladher 
Research, too, are positive on 
Cummins. They cite strong 
domestic demand in powergen 
across sectors with CPCB-IV 
products witnessing traction, 
improving margin profile and 

ample room for growth in 
distribution business. 

They have revised their P/E 
multiple and target price 
upwards. The target price is at 
~2,480 a share and the brokerage 
has maintained its hold rating.  

While Elara Capital has 
raised its earnings estimates by 
15 per cent for FY24 and 10-12 
per cent for FY25/26  due to rise 
in domestic powergen and 
margin expansion, led by 
product mix and pricing with 
lower exports demand, they 
have downgraded the stock to 
‘reduce’.  This is  on the back of 
higher valuations with 
downgrade risks being 
maintained if the government 
focuses on clean energy rather 
than diesel gensets. 

Domestic growth to power Cummins’ near-term performance
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MFs make a dash for 
hybrid funds before 
financial year ends
ABHISHEK KUMAR 
Mumbai, 19 February 

The mutual fund (MF) hybrid 
space is seeing a flurry of pro-
duct launches under the erst-
while debt taxation framework 
as the current financial year 
2023-24 (FY24) draws to a 
close. The demand for debt 
taxation products are higher in 
the latter part of a financial 
year as investors look to cash 
in on an additional year of 
indexation benefit. 

Parag Parikh Financial 
Advisory Services (PPFAS) MF 
has launched a balanced 
advantage fund. Mahindra 
Manulife and Quantum have 
also come out with multi-asset 
allocation funds. All three 
schemes will maintain around 
35-65 per cent equity allocation 
with the rest in fixed-income 
instruments.  

Multi-asset funds will also 
have some exposure to gold. 
PPFAS MF and Quantum MF 
plan to keep the equity alloca-
tion near the lower band of the 
minimum required to offer a 
low volatility product. PPFAS 
MF plans to use arbitrage 
strategies to lower the equity 
component further. 

“It makes sense to launch 
debt-focused hybrid funds 
right now as yields are 
elevated. Also, the 
curve is flat and 
the liquidity is 
tight. In the next 
15-18 months, 
there is also a pos-
sibility of rate cuts 
and hence scope 
for capital gains. 
Given that we are 
nearing the end of 
the financial year, there is 
added benefit on the tax front. 
The closer you are to the  
end of the financial year,  
the higher is the tax benefit,” 
said Lakshmi Iyer, CEO — 
Investment and Strategy, 
Kotak Alternate Asset 
Managers. 

After the change in debt 
fund taxation in April 2023, MF 
schemes investing anywhere 
between 35-65 per cent in 
domestic equities qualify for 
the erstwhile debt fund taxa-
tion. Investments held for 
more than 3 years qualify for 

long-term capital gains tax 
(LTCG), wherein the gains are 
taxed at 20 per cent after 
accounting for indexation. 

In indexation, the gains are 
adjusted for inflation during 
the investment period using 
the Cost Inflation Index. This 
benefit was available for all 
non-equity mutual fund 
schemes prior to April 2023. 

According to experts, while 
the investment holding period 
is calculated from point to 

point, the index-
ation benefit is 
linked to the 
number of finan-
cial years com-
pleted. Hence, 
even if an invest-
ment is made at 
the end of a finan-
cial year, the inves-
tor gets the index-

ation benefit for the 
investment year. 

According to the chief 
executive officers (CEOs) of 
Quantum MF and Mahindra 
Manulife MF, the launch of 
their products closer to the end 
of the financial year is only a 
coincidence and their focus 
was on bringing a flexible but 
lower volatility dynamic asset 
allocation fund. 

“We did not take the extra 
indexation benefit into consid-
eration while planning the 
launch. This is only a coinci-
dence,” said Jimmy Patel, CEO 

of Quantum MF. 
“The added indexation 

benefit was not a driver. Our 
focus was on coming out with 
a fund that has enough flexibil-
ity and diversification. The 
erstwhile debt taxation route is 
more suited for such an offer-
ing. The fund is more focused 
on returns than the taxation,” 
said Anthony Heradia, 
Managing Director and CEO of 
Mahindra Manulife MF. 

Fund houses have started 
coming out with debt taxation 
offerings in the dynamic asset 
allocation and balanced adva -
ntage space post the change in 
taxation. Almost all offerings 
in this space prior to April 2023 
were equity-taxation products. 

Experts say that while tax-
ation is a factor, investors 
should primarily focus on the 
risk-reward dynamic when 
selecting a fund. 

“Post the change in debt 
fund taxation, the newly 
created hybrid structures have 
re-introduced investment 
options with the erstwhile debt 
taxation. Investors can look at 
them if they have a longer 
investment horizon. However, 
the investment decision 
should be based on the require-
ment and risk profile. The  
tax efficiency can be an  
added advantage and not the 
reason to buy,” said Vishal 
Dhawan, founder of Plan 
Ahead Wealth Advisors.

Data breach: No 
impact on biz 
ops, says MOSL
KHUSHBOO TIWARI 
Mumbai, 19 February 

Clarifying reports of confidential data breach, 
brokerage house Motilal Oswal Financial 
Services (MOSL) on Monday said that the 
cyber security incident did not affect any of 
its business operations and IT environment. 

Ransomware group LockBit had claimed 
to have gained access to confidential company 
data of MOSL, news portal TechCrunch 
reported last week. 

In an email reply to Business Standard, a 
spokesperson of the group said, “We want to 
assure you that this incident has not affected 
any of our business operations and IT envi-
ronment. It is business as usual. We have 
engaged the best of the 
best consultants to go 
through our systems 
and we are confident 
about our IT security.” 

The financial group, 
which manages over  
six million clients,  
said that it had esca-
lated and reported  
the matter to relevant 
law enforcement and 
regulatory authorities 
immediately. 

“In the last week, the company detected a 
cyber-incident in the form of some malicious 
activity on a few of the employees’ PCs. Our 
dedicated IT security team, along with our 
expert partners, immediately activated its 
cybersecurity incident response process to 
investigate, contain, and remediate the inci-
dent in an hour,” said the spokesperson 
explaining the incident.   

According to the TechCrunch report, cyber-
crime group LockBit had claimed the attack 
on MOSL on its dark web site. 

The report says, the Computer Emergency 
Response Team (CERT-In) was aware  
of the incident and in the process of  
taking action.

PPFAS, Quantum, Mahindra Manulife launch new products

Investor
 

The Smart The stock of Steel Authority of India (SAIL) is up over 18%  
from its low in January. Prabhudas Lilladher Research 
expects SAIL to remain a play on steel prices in the 
medium term as its volume growth would depend upon 
successful execution of planned capex and significant 
capacity addition which would come only after FY28

QUICK TAKE: MEDIUM-TERM GAINS FOR SAIL
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“While it is premature to place significant 
weight on noisy January data, risks have 
shifted in the direction that core inflation 
and labour market conditions  
both surprise the Fed in a  
hawkish direction in the first  
half of 2024” 

BRUCE KASMAN, Global  
Head of Economics, JPMorgan

(Share price in ~)

Asset allocation plan 
of multi-asset funds 
launched recently

* Others include gold, silver and REITs & InvITs                  Source: Scheme disclosures

MIXED UP

                                       Equity            Debt       Others* 

HSBC                               65-80                  10-25              10-25 

Quantum                        35-65                  25-55             10-20 

Mahindra Manulife        35-80                  10-55            10-40 

Bank of India                 35-40                  45-55                 5-20

(In %)

The number of companies (under coverage at 
Jefferies) whose earnings growth estimates got 
upgraded following their December quarter 
numbers beat those that faced downgrades by the 
widest margin in nine quarters. Analysts raised 
2023-24 (FY24) earnings estimates for 49 per cent of 
162 companies. Previously, a higher number of 
companies whose earnings got revised upwards 
was during the September 2021 quarter. Companies 
in the infra, power, auto, most US generics, energy 
and cement saw upgrades. Insurers, select building 
materials, industrials, chemicals and most consumer 
discretionary saw downgrades. Companies under Jefferies 
coverage earnings posted earnings growth of 25 per cent, driven   
by strong performance of state-owned enterprises, energy, metals, autos and pharma 
sectors. Energy and metals companies saw their profit grow by 65 per cent during the 
December quarter. The consensus Nifty FY24 earnings was cut by a marginal 1 per cent, 
while for the Nifty Midcap index it was upgraded by 0.8 per cent. SAMIE MODAK For companies under Jefferies’ coverage                                                                 Source: Jefferies 

LOOKING UP 
Upgrade-downgrade ratio was best in nine quarters 

n Upgrade    n Downgrade    n Ratio (%) 

STRONG Q3 STOKES MORE UPGRADES 
THAN DOWNGRADES
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G
aining for a fifth 
straight day, the bench-
mark National Stock 

Exchange Nifty 50 hit a new 
record high on Monday, aided 
by gains in financials and 
energy stocks. The 50-share 
blue chip company index 
ended the session at 22,122.25, 
with a gain of 81.6 points, or 0.4 
per cent. It surpassed its pre-
vious all-time closing high of 
22,097.5 on January 15. This is 
the third time on a closing basis 
and the sixth time on an intra-
day basis that the Nifty 50 
index has reached a new high. 

Meanwhile, the 30-share 
S&P BSE Sensex closed at 
72,708, with a gain of 282 
points, or 0.4 per cent.  

The index is still 620 points 
away from surpassing its 
record closing high of 73,328 on 
January 15. 

The combined market cap-
italisation (mcap) of BSE-listed 
stocks rose by ~2.16 trillion, 
reaching a new high of ~391.7 
trillion ($4.72 trillion). Market 
players are now eyeing key 
milestones of ~400 trillion and 
$5 trillion in mcap. 

In the past five trading ses-
sions, the domestic market has 
gained 2.3 per cent, underper-
forming its Asia and emerging 
market peers by nearly 100 
basis points. 

The latest gains in global 
equities come even as investors 
have pared bets on early rate 
cuts by the US Federal Reserve 
(Fed) following higher-than-
expected inflation data. 

“Despite a mid-week swoon 
on the back of hotter-than-
expected US inflation data, 
global share markets are 
mostly up, helped by solid US 
profit results and expectations 
that central banks will still cut 
interest rates this year,” Shane 
Oliver, head of investment 
strategy and chief economist 
at AMP Capital, wrote in a note. 

The broader market, Nifty 
Midcap 100, and Nifty 
Smallcap 100 rose 0.4 per cent 
each. Last week, the broader 
markets saw a huge selloff 
amid concerns over expensive 
valuations. Expectations of 
improvements in private cap-
ital expenditure and optimism 
about political stability are 

fuelling gains despite concerns 
around expensive valuations, 
said Vinod Nair, head of 
research at Geojit Financial 
Services. “Benign input costs 
and expectations of a pickup 
in rural demand will aid cor-
porate earnings growth. On the 
global front, the Fed will unveil 
its latest minutes this week, 
which may hint at the direction 
of rates. However, the higher 
US 10-year yield and domestic 
outflows of overseas funds are 
pointing to caution,” he added. 

On a year-to-date basis, for-
eign portfolio investors are net 
sellers to the tune of $3.6 bil-
lion. Encouraging corporate 
earnings growth and con-
tinued inflows from domestic 
investors have offset the selling 
pressure from overseas funds. 

Analysts said that although 
the long-term outlook is posi-
tive, they expect some pullback 
in the near term. 

“Overall, we expect the 
market to continue its upward 
momentum while taking sup-
port from global cues. The Fed 

meeting minutes that would be 
released during the week 
would hold importance after 
the US reported above-expec-
tation Consumer Price Index 
and Producer Price Index data, 
which dampened sentiment,” 
said Siddhartha Khemka, head 
of retail research at Motilal 
Oswal Financial Services. 

The market breadth was 
favourable, with 2,362 stocks 
advancing and 1,604 declining. 

ICICI Bank, which rose 2.03 
per cent, was the biggest con-
tributor to Sensex gains. 
Reliance Industries, which rose 
0.8 per cent, Bharti Airtel, 
which rose 2 per cent, and ITC, 
which rose 1.1 per cent, were 
the other big contributors. 
Except for three, all sectoral 
indices on the BSE gained. 

Consumer durables stocks 
gained the most, with its  
sectoral index adding 1.76 per 
cent. Shares of ITC, which  
fell nearly 14 per cent over the 
past four weeks, rose 1.2 per 
cent, leading the gains in the 
consumer index.

Nifty hits new high as winning 
streak extends to fifth day

Jefferies suspends 
Paytm coverage  
amid uncertainty
Jefferies on Monday 
dropped coverage for 
Paytm (One97 Commun-
ications), even as the stock 
gained for the second con-
secutive day. The broker-
age house had earlier 
given an ‘underperform’ 
rating to the fintech firm. 

“Factoring in the direct 
and indirect impact, we 
now see a 28 per cent year-
on-year decline in FY25E 
revenues that pushes 
Paytm into cash burns. 
Still, positive and negative 
risks arise from user/mer-
chant retention, revenue 
traction & cost-controls. 
We move to ‘not rated’ 
until the news flow settles 
down,” said Jefferies. 

Meanwhile, shares of 
One97 communications 
— owner of the brand 
Paytm — jumped 5 per 
cent in the morning trade 
on Monday after the cri-
sis-hit fintech company's 
decision to collaborate 
with Axis Bank for the 
continuation of merchant 
settlements. 

Jefferies estimates an 
impact of 20 per cent in 
the FY25E earnings before 
interest, taxes, deprecia-
tion, and amortisation 
(Ebitda). The brokerage 
house said that the 
Reserve Bank of India 
(RBI) FAQs removes any 
option of sale or transfer 

of the impacted business 
and signals closure of the 
wallet business. 

The RBI issued a 
detailed FAQ on Friday 
giving clarity on the oper-
ations ahead. 

While no respite has 
been provided by the RBI 
on transactions of wallet 
and Fastag accounts, the 
central bank has extended 
the timeline for usage of 
Paytm Payments Bank by 
nearly two weeks. 

Jefferies said that it is 
keeping eye on regulatory 
clarity on two key issues 
including the outcome of 
the investigations by the 
Enforcement Directorate 
RBI’s view on the method 
of transition for VPA 
(Virtual Payment Address) 
handle to Paytm users. 
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Sensex still 620 points shy of record close; India market cap nears ~400 trillion 
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ED has not yet found forex 
violations at Paytm unit 
An investigation into possible foreign exchange 
violations at Patym Payments bank by the Enforcement 
Directorate (ED) has not yet found any breaches, a 
government source directly aware of the matter said  
on Monday. Last week, the ED announced the 
investigation into overseas transactions by Paytm 
Payments Bank, a unit of One 97 Communications, 
popularly known as Paytm.  REUTERS

Cybercrime 
group LockBit 
had claimed 
the attack on 
MOSL on its 
dark web site, 
according to  
a report by 
news portal 
TechCrunch

Gold prices hit their highest in almost a week 
on Monday as the US dollar retreated slightly 
and conflict in the West Asia buoyed bullion’s 
safe-haven appeal. Spot gold was up 0.2 per 
cent at $2,016.45 an ounce by 1247 GMT at its 
highest since February 13. US gold futures rose 
0.2 per cent to $2,028.20. 

“Gold is taking benefits 
from the slide in the US 
dollar and also the 
new escalation of 
tensions in the West 
Asia,” said Carlo 
Alberto De Casa, 
market analyst at 
Kinesis Money. 

In other precious metals, spot platinum 
edged up by 0.4 per cent to $908.90 an ounce, 
palladium was steady at $949.56, and silver 
retreated by 1.5 per cent to $23.04. REUTERS

Gold up on weaker $, 
West Asia conflict

Demand for debt 
taxation products 
are higher in the 
latter half of a 
financial year as 
investors look to 
cash in on an 
additional year of 
indexation benefits
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TOP 5 NIFTY GAINERS  
As on Feb 19, 2024     Price in ~     1-day change (%) 

Grasim Industries        2,168.6       3.0 

Bajaj Finserv                 1,620.2       2.8 

Bajaj Auto                    8,509.7       2.2 

Cipla                             1,470.4        2.1 

ICICI Bank                     1,043.8       2.0 

Compiled by BS Research Bureau        Source: Bloomberg, exchanges 
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