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Market Cap Rs689bn/US$9.2bn  Year to Mar FY20 FY21 FY22E FY23E 
Reuters/Bloomberg PIRA.BO/PIEL IN  Revenues (Rs mn) 1,30,683 1,29,416 1,36,524 1,52,630 
Shares Outstanding (mn) 238.7   Net Income (Rs mn)  -5,530 14,128 27,497 32,670 
52-week Range (Rs) 3013/1199  EPS (Rs)  -24.5 62.6 108.4 123.2 
Free Float (%) 56.5  % Chg YoY  NA NA 73 14 
FII (%) 33.3  P/E (x)  NA 46.1 26.6 23.4 
Daily Volume (US$'000) 37396   P/BV (x)  1.9 1.8 1.9 1.9 
Absolute Return 3m (%) 23.9   GNPA (%) 2.4 4.5 5.5 5.0 
Absolute Return 12m (%) 118.9   Dividend Yield (%)  0.5 0.5 0.7 0.7 
Sensex Return 3m (%) 12.7   RoA (%)  NA 2.0 3.8 4.1 
Sensex Return 12m (%) 51.2   RoE (%)  NA 4.3 7.5 8.3 
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Shareholding pattern 

 
Dec 
'20 

Mar 
'21 

Jun 
'21 

Promoters 46.1 46.1 43.5 
Institutional  
investors 39.4 39.6 43.1 
  MFs and others 1.3 1.4 1.5 
  FIs/Banks 0.0 0.0 0.0 
  Insurance 8.8 8.8 8.3 
  FIIs 29.3 29.4 33.3 
Others 14.5 14.3 13.4 
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 Maintain 
Much awaited demerger announced; to 
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Piramal Enterprises (PEL), post DHFL acquisition and integration, has now announced 
the much awaited demerger of its pharma business and simplification of the corporate 
structure. Board has approved a scheme of arrangement with the objective of 
transforming the group from a multi-sector conglomerate into two separate sector-
focused listed entities in financial services and pharma business. The demerger will: 
1) strengthen the governance architecture for the businesses with separate dedicated 
Boards and management teams; 2) create an optimal capital structure for each of the 
two businesses; 3) empower and enable both the entities to independently pursue 
their growth strategies (organically and inorganically) with sharper focus; 4) trigger 
value-unlocking for PEL shareholders. The demerger is subject to shareholders, 
creditors and regulatory approvals and the process is expected to take another 9-10 
months. We earlier highlighted this as a trigger to further drive up valuation with 
optimal capital allocation. Maintain HOLD with a revised SoTP-based target price of 
Rs2,933 (earlier: Rs2,797). Effectively leveraging the acquired DHFL network to cross-
sell existing retail products will be key going forward. We continue to await visibility 
on utilisation of unallocated equity (an optional value). 
Scheme of arrangement primarily to simplify corporate structure:  
 Demerge the pharma business and list it separately  

 The pharma business will get vertically demerged from PEL and consolidated under 
Piramal Pharma (PPL). Post the demerger, PPL will be listed on BSE and NSE.  

 Two operating subsidiaries, wholly-owned by PPL, will also be amalgamated with 
PPL to further simplify the pharma corporate structure. They are: 1) Hemmo Pharma 
Private Limited (focused on development of peptide APIs and manufacturing 
capabilities), and 2) Convergence Chemical Private Limited (for development, 
manufacture and sales of speciality fluorochemicals). 

 Financial services structure: NBFC at holdco level with 100% HFC subsidiary 
 PHL Finvest Private Limited, 100% owned NBFC subsidiary of PEL, will be 

amalgamated with PEL to create a listed NBFC.  
 The merged housing finance company, post the DHFL acquisition, will remain a 

wholly-owned subsidiary of PEL. 
 No change in PEL shareholding structure; 4:1 equity share consideration 

 Shareholders of PEL will get 4 equity shares of PPL for every 1 equity share in PEL, 
in addition to their existing holding in PEL. Both the companies will be separately 
listed on NSE and BSE.  

 Shareholders of PEL will directly own shares in both the listed entities, without any 
cross-holdings and minority stakes. 

 No change in the shareholding pattern of PEL pursuant to the demerger. 
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 Consolidated equity includes Rs68bn towards pharma; Rs110bn unallocated  
 Compared to the Rs53bn equity allocated towards pharma business in Jun’21, 

the management highlighted that the demerged PPL will have an equity of 
Rs68bn.  

 Rs110bn will be retained at PCHFL and its ‘net debt to equity’ post DHFL 
integration will be 3.5x in the near term.  

 Balance equity of Rs170bn will be housed under PEL against which it would 
be holding assets of Rs90bn-100bn.  

 PEL generally tends to maintain cash and cash equivalent of Rs70bn in the 
financial services business, which will continue even post the demerger.  

 Other highlights: 
 There will be no tax on this scheme of arrangement, and the demerger and 

merger of entities will not lead to any incremental tax liability. 
 With respect to life insurance, which PCHFL will inherit from DHFL integration, 

it is still evaluating various optionalities available. 
 Cash from DHFL balance sheet (of Rs125bn as of Jun’21) has been utilised to 

repay its creditors and further Rs22bn was raised by PCHFL. 
 

Table 1: PEL’s SoTP valuation  
  Networth  

(Rs bn) 
Multiple Value  

(Rs bn) 
Price  

(Rs/share) 
Rationale 

Financial Services 
214 1.5 320 1,420 

We value this business at 1.5x Mar'23E P/BV; Loanbook CAGR of 
~10-15% over FY21E-FY23E; RoA of >3% over FY22E/FY23E. 
RoE, while subdued, will improve with leverage. 

Shriram Investments 28  52 228 ~10% stake in Shriram City and ~20% stake in Shriram Capital. 
Excess net worth 61 1.0 61 272 Excess net worth valued at 1.0x currently 
Pharma 

73  228 1,012 
We value the Global Pharma business at 16x Mar'23E 
EV/EBITDA and the India consumer products business at 4.5x 
Mar'23E EV/Sales 

Fair value   661 2,933   
Source: I-Sec research 
 
 

Chart 1: Corporate structure post-demerger of pharma into separately listed entity 

 
Source: Company data, I-Sec research. 
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Chart 2: PEL corporate structure pre-demerger 

 
Source: Company data, I-Sec research. 

 

Chart 3: Strategic rationale behind demerger 

 
Source: Company data, I-Sec research. 
 

 

Table 2: Net consideration (ex-cash) for DHFL portfolio estimated at Rs215bn 

Source: Company data, I-Sec research 
 

   Sep'20   Jun'21 (est)  Sep'21 
(est) 

Carrying value post 
mark down (est) 

Rs bn 

Total consideration paid by PCHFL (1)         342.5  
 - Upfront cash component         147.0  
 - 10-year NCDs         195.5  
            
Cash on DHFL book (net of creditors 
entitlement) (2)    105.0  115.5    115.5  
Consideration paid for assets & 
business (1-2)         227.0  
 - DHFL Retail portfolio 328.7   273.9  263.4  70% 191.7  
 - DHFL Wholesale portfolio 279.6   254.2  254.2  10% 25.4  
 - Insurance business         10.0  
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Table 3: Proforma assets (post DHFL integration) 

Source: Company data, I-Sec research 
 

Table 4: Huge scale-up in franchise post DHFL integration 
Franchise  PCHFL   DHFL  Consol. 
Customers      23,286         9,76,714         10,00,000  
States               10                     14                        24  
Cities/towns               40                   196                     236  
Branches               14                   287                     301  
Employees                     2,338  
Source: Company data, I-Sec research 
 

Chart 4: Retail portfolio (post integration) appears more diversified 

 
Source: Company data, I-Sec research. 

 

Proforma assets (post merger) (Rs bn)  PCHFL   DHFL  Consol. Prop 
Wholesale book 376.0  25.4   401.4  62.3% 
Retail book 51.6   191.7   243.3  37.7% 
Total portfolio 427.5   217.2  644.7    
Total Assets 471.8   217.2  689.0  

 Equity 183.8    183.8  
 Net debt 288.0    505.2  
 Net debt to equity 1.6    2.7  
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Financial summary 
Table 5: Profit and Loss statement (consolidated) 
(Rs mn, year ending Mar 31) 

 FY19 FY20 FY21 FY22E FY23E 
Revenues 1,31,816 1,30,683 1,29,416 1,36,524 1,52,630 

-Financial Services 70,634 76,494 70,330 67,925 73,932 
-Pharma 47,860 54,189 57,860 68,599 78,698 
-DRG 13,322 0 0 0 0 
-Others 337 0 1,226 1,000 1,000 

      EBITDA (Pre Exceptional) 36,582 17,889 37,177 39,611 46,619 
-Financial Services 24,507 3,553 24,347 23,505 27,805 
-Pharma 9,809 14,336 12,830 16,106 18,814 
-DRG 2,266 0 0 0 0 

      Depreciation 5,202 5,200 5,668 6,190 6,717 
-Financial Services 76 91 110 132 158 
-Pharma 3,929 5,109 5,559 6,059 6,559 
-DRG 1,197 0 0 0 0 

      EBIT (pre-exceptional) 31,380 12,688 31,509 33,421 39,902 
-Financial Services 24,431 3,462 24,237 23,373 27,647 
-Pharma 5,880 9,227 7,271 10,047 12,255 
-DRG 1,069 0 0 0 0 

 
     

Interest exp of Pharma and DRG 6,688 4,449 2,450 2,021 2,293 
Unallocated Income/(expenses) 83 939 300 300 300 

      Core PBT (pre-exceptional) 24,775 9,179 30,585 31,699 37,910 
Exceptional Items -4,656 0 589 0 0 
Reported PBT 20,119 9,179 31,173 31,699 37,910 
Taxes  8,611 19,604 20,429 7,988 9,553 
Profit after taxes (PAT) 11,507 -10,426 10,744 23,711 28,356 
Share of associates and JV (including 
MI) 3,194 4,896 3,384 3,786 4,314 
PAT after share of assoc and JV 14,701 -5,530 14,128 27,497 32,670 
PAT from discontinued operations  5,745 0 0 0 
Net profit for the period 14,701 214 14,128 27,497 32,670 

Note: FY19 numbers have not been restated 
Source: Company data, I-Sec research 
 
 

Table 6: Balance sheet (consolidated) 
(Rs mn, year ending Mar 31) 

 FY19 FY20 FY21 FY22E FY23E 
Equity share capital 370 451 451 507 530 
Reserves & Surplus (including OCI) 2,71,870 3,05,260 3,55,505 3,77,676 4,04,776 
Shareholders' equity 2,72,240 3,05,711 3,55,956 3,78,183 4,05,307 
Minority Interest 90 0 0 0 0 
Total equity 2,72,330 3,05,711 3,55,956 3,78,183 4,05,307 
Borrowings 5,60,400 4,20,550 3,15,542 3,40,785 3,92,706 
Other liabilities 23,400 22,829 22,929 27,619 31,845 
Total Liabilities 8,56,130 7,49,090 6,94,427 7,46,587 8,29,857 

      Cash and cash equivalents 9,190 47,710 40,000 35,000 30,000 
Loans 5,66,240 5,09,630 4,46,680 4,91,348 5,65,050 
Investments 94,440 63,400 69,440 69,440 69,440 
Goodwill 59,396 11,390 11,390 11,390 11,390 
Fixed Assets 57,510 57,940 60,837 65,704 72,274 
Deferred tax assets 40,685 23,720 23,720 23,720 23,720 
Other assets 28,670 35,300 42,360 49,985 57,982 
Total Assets 8,56,130 7,49,090 6,94,427 7,46,587 8,29,857 

Note: FY19 numbers have not been restated 
Source: Company data, I-Sec research 
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Table 7: Key ratios (consolidated) 
(Year ending Mar 31) 

 FY19 FY20 FY21 FY22E FY23E 
Growth ratios (%) 

     Core PBT 26.2 -63.0 233.2 3.6 19.6 
PAT -76.2 -190.6 -203.1 120.7 19.6 
EPS -72.0 -130.9 -355.5 73.1 13.6 

      Debt-to-equity (x) 2.1 1.4 0.9 0.9 1.0 

      Profitability ratios (%)      EBITDA margin – Pharma 20.5 26.5 22.2 23.5 23.9 

      Return ratios & capital management      RoAA (%) 1.9 0.0 2.0 3.8 4.1 
RoAE (%) 5.5 0.1 4.3 7.5 8.3 
Payout ratio (%) 38.0 -57.1 22.3 19.4 17.0 

      Valuation ratios      DPS (Rs) 28.0 14.0 14.0 21.0 21.0 
EPS (Rs) 79.5 -24.5 62.6 108.4 123.2 
Price to Earnings 33.2 NA 46.1 26.6 23.4 
BVPS (Rs) 1,472 1,355 1,578 1,491 1,528 
Price to Book 1.8 1.9 1.7 1.9 1.9 
Dividend yield (%) 1.1 0.5 0.5 0.7 0.7 

Source: Company data, I-Sec research 
 

Table 8: Profit and loss statement (financial services) 
(Rs mn, year ending Mar 31) 

 FY19 FY20 FY21 FY22E FY23E 
Interest Income 69,331 76,925 67,420 64,724 70,250 
Interest Expense 37,410 47,295 39,130 33,702 35,063 
Net interest income 31,921 29,629 28,290 31,022 35,188 
Non-interest and fee income 1,304 -431 2,910 3,201 3,681 
Total Income  
(Net of interest expenses) 33,225 29,199 31,200 34,224 38,869 
Operating expenses 5,550 6,990 6,864 6,160 6,996 
PPoP 27,675 22,209 24,336 28,063 31,873 
Provisions & contingencies 3,244 18,747 99 4,690 4,226 
Profit before tax (PBT) 24,431 3,462 24,237 23,373 27,647 
Tax expenses 8,551 872 18,690 5,890 6,967 
Tax rate (%) 35.0% 25.2% 77.1% 25.2% 25.2% 
Profit after tax (PAT) 15,880 2,589 5,548 17,483 20,680 

Note: FY19 numbers have not been restated 
Source: Company data, I-Sec research 
 

Table 9: Balance sheet (financial services) 
(Rs mn, year ending Mar 31) 

 FY19 FY20 FY21 FY22E FY23E 
Shareholders’ equity 1,14,420 1,55,990 1,80,730 1,92,887 2,13,567 
Borrowings 4,46,238 3,98,320 3,26,301 3,47,730 3,90,434 
Other liabilities 27,205 29,889 61,449 44,221 33,903 
Total Liabilities 5,87,863 5,84,199 5,68,480 5,84,838 6,37,904 
Loanbook 5,66,240 5,09,630 4,46,680 4,91,348 5,65,050 
Other assets 21,623 74,569 1,21,800 93,490 72,853 
Total Assets 5,87,863 5,84,199 5,68,480 5,84,838 6,37,904 

Note: FY19 numbers have not been restated 
Source: Company data, I-Sec research 
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Table 10: Key ratios (financial services) 
(Year ending Mar 31) 

 FY19 FY20 FY21 FY22E FY23E 
Loanbook (Rs mn) 5,66,240 5,09,630 4,46,680 4,91,348 5,65,050 
Loanbook growth (%) 34 -10 -12 10 15 
      
Growth (%) 

     Net interest income 32.2 -7.2 -4.5 9.7 13.4 
Operating expenses 59.9 26.0 -1.8 -10.3 13.6 
PPoP 24.2 -19.8 9.6 15.3 13.6 
Provisions 35.9 478.0 -99.5 4638.6 -9.9 
PBT 22.8 -85.8 600.2 -3.6 18.3 
PAT 22.8 -83.7 114.2 215.2 18.3 

      Yields, interest costs and spreads (%) 
     Avg. yield on loans 14.0 14.3 14.1 13.8 13.3 

Avg. cost of funds 9.3 11.2 10.8 10.0 9.5 
Interest Spreads 4.8 3.1 3.3 3.8 3.8 
NIM (on AUM) 6.5 5.5 5.9 6.6 6.7 

      Operating efficiencies 
     Cost to income ratio (%) 16.7 23.9 22.0 18.0 18.0 

Op.costs/avg AUM (%) 1.1 1.3 1.4 1.3 1.3 

 
     

Capital Structure 
     Debt-Equity ratio 3.9 2.6 1.8 1.8 1.8 

      Provisioning 
     GNPA estimate (% of on-book AUM) 0.9 2.4 4.5 5.5 5.0 

Coverage ratio [total provisions as % AUM] 1.9 5.8 6.3 7.2 8.0 
Credit costs as % of average AUM 0.7 3.5 0.0 1.0 0.8 

      Return ratios & capital management 
     RoAA (%) 3.1 0.4 1.0 3.0 3.4 

RoAE (%) 15.0 1.9 3.3 9.4 10.2 
Source: Company data, I-Sec research 
 

Table 11: DuPont analysis (financial services) 
(%) FY19 FY20 FY21 FY22E FY23E 
Interest earned 13.3 13.1 11.7 11.2 11.5 
Interest expended 7.2 8.1 6.8 5.8 5.7 
Net Interest Income 6.1 5.1 4.9 5.4 5.8 
Non-Interest Income 0.3 (0.1) 0.5 0.6 0.6 
Total Income 6.4 5.0 5.4 5.9 6.4 
Total operating expenses 1.1 1.2 1.2 1.1 1.1 
PPoP 5.3 3.8 4.2 4.9 5.2 
Credit cost 0.6 3.2 0.0 0.8 0.7 
Profit before tax 4.7 0.6 4.2 4.1 4.5 
Tax 1.6 0.1 3.2 1.0 1.1 
RoA 3.1 0.4 1.0 3.0 3.4 
Effective leverage (AA/ AE) 4.9 4.3 3.4 3.1 3.0 
RoE 15.0 1.9 3.3 9.4 10.2 

Source: Company data, I-Sec research 
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, 

Inc. (Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are 

as follows: Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com, 

Rishi_agrawal@icicisecuritiesinc.com. 

 

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports 

and no charges are levied for providing research reports to such investors." 
 

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise) 

BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return 
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