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@ Canara Bank Securities Ltd

A WHOLLY OWNED SUBSIDIARY OF CANARA BANK

Popular Vehicles & Services Limited
IPO Note
Date: 11.03.2024

Popular Vehicles provides complete services throughout the life
cycle of vehicle ownership, including sales of new and pre-
owned vehicles, servicing, spare parts distribution, driving
schools, and third-party financial and insurance product sales.
The company’s top line increased at a CAGR of 19% from FY 21.
For FY23, the EBITA and PAT margins are to be 4.80% and
1.31%, respectively. For FY23, ROE and ROCE are 18.68% and
18.32%, respectively. The company’s P/E is valued at 28.86x for
FY23. We recommend to subscribe for listing gains.

Popular \/ehicles

& Services

About Company

Popular Vehicles & Services Limited are a diversified automobile
dealership in India in terms of revenue as of Fiscal 2023, (Source:
CRISIL Report) having a fully integrated business model. They cater
to the complete life cycle of vehicle ownership, right from the sale
of new vehicles, servicing and repairing vehicles, distributing spare
parts and accessories, to facilitating sale and exchange of pre-
owned vehicles, operating driving schools and facilitating the sale
of third-party financial and insurance products. They categorise
their automobile dealership business into three key segments,
namely, (a) passenger vehicles including luxury vehicles, (b) com-
mercial vehicles and (c) electric two-wheeler and three-wheeler
vehicles

Promoters

e John K. Paul, Francis K. Paul e Naveen Philip

Objective of the Offer

Issue details

Price Band (in X per share)

280-295

Issue size (in X Crore)

583.68-601.55

Fresh Issue (in X Crore)

250.00

OFS (in X Crore)

333.68-351.55

Issue open date 12-03-2024
Issue close date 14-03-2024
Tentative date of Allotment 15-03-2024
Tentative date of Listing 19-03-2024

Total number of shares (lakhs)

208.50-203.95

No. of shares for QIBs (50%) (lakhs)

104.05-101.79

No. of shares for NIl (35%) (lakhs) 72.83-71.25
No. of shares for S-HNI (1/3rd) 24.04-23.51
No. of shares for B-HNI (2/3rd) 48.80-47.74
:\llos. ;;;::::; for retail investors 31.21-30.54
Minimum order quantity 50
Face value (inX) 2

Amount for retail investors (1 lot)

14000-14750

Maximum number of shares for Re-
tail investors at lower Band

700(14 Lots)

Maximum number of shares for Re-
tail investors at upper band

650(13Lots)

Maximum amount for retail inves-
tors at lower Band- upper band

191750-196000

Minimum number of shares for sHNI
(2 Lakhs) at upper band

700 (14 lots)

Maximum number of shares for sHNI
(10 Lakhs) at upper band

3350(67 lots)

Minimum number of shares for bHNI
at upper band

3400 (68 lots)

Employee Reservation(in Iakhs)

0.40-0.37

Exchanges to be listed on

BSE, NSE

Sankita V

Sankita@canmoney.in | Tel 022-43603863

canm)ney.in

A route to making money online

Repayment and/or pre-payment, in full or part, of certain borrowings, availed by the company and certain of the subsidiaries,
namely, VMPL, PAWL, PMMIL, KGPL, KCPL and PMPL up to Rs.192 crores
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Brief Financials

PARTICULARS (Rs. Cr)* Sept 23 FY23 FY22 FY21
Share Capital 12.54 12.54 12.54 12.54
Net Worth 384.21 343.04 279.88 246.00
Revenue 2834.99 4875.00 3465.87 2893.52
Profit/(Loss) After Tax 40.04 64.07 33.66 32.45
EPS (in Rs) 12.767 10.22 5.37 5.17
Net Asset Value (Rs) 61.26 54.69 44.62 39.22
P/E 23.11 28.86 NA NA
P/B 4.81 5.39 NA NA

Source: #calculated at upper price band * Restated consolidated financials “annualised EPS

Industry Review

An overview of global macroeconomic conditions

The global economy continues to recover slowly from the challenges heaped by the Covid-19 pandemic, Russia’s invasion of
Ukraine, and considerable tightening of global monetary conditions to address elevated inflation. However, a return to prepandemic
growth trajectory seems increasingly challenging, particularly in the case of emerging and developing economies. The convergence
of several forces is holding back a steady recovery. Some of these are long-term fallouts of the pandemic, the war in Ukraine, and
increasing geoeconomic fragmentation. Others are cyclical, including the effects of monetary policy tightening to cool inflation,
withdrawal of fiscal support amid high debt levels, and extreme weather events.

As per the International Monetary Fund (IMF):

The global economy is projected to decelerate from 3.5% in 2022 to 3.0% in 2023, and further to 2.9% in 2024 In the case of ad-
vance economies as well, growth is forecast to slow down from 2.6% in 2022 to 1.5% in 2023, and 1.4% in 2024, as stronger US mo-
mentum is more than offset by weaker growth in the euro area
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The growth rate of emerging and developing economies is projected to post a modest slowdown as well, from 4.1% in 2022 to 4.0%
in 2023 and in 2024, with the downward revision of 0.1% point in 2024 reflecting a property sector crisis in China. Over the medium
term, too, emerging and developing economies are forecast to grow at the slowest pace in decades, expanding just 3.1%. Thereby,
these countries transitioning to higher living standards is still some way of

The Domestic auto industry

The auto industry, a key contributor to the Indian economy, has grown by leaps and bounds over the years. In fact, its contribution
to India’s GDP increased from 2.8% in fiscal 1993 to ~7.1% currently. The industry employs over 19 million people directly and indi-
rectly, according to the Ministry of Information and Broadcasting report, 2023. 3.6% 3.4% 4.8% 6.2% 5.5% 6.7% 5.5% FY18 FY19
FY20 FY21 FY22 FY23 FY24E 0% 2% 4% 6% 8% 10% 12% 14% 16% Apr May June Jun Aug Sep Oct Nov Dec Jan Feb Mar Apr May June
July Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec FY22 FY23 FY24 Repo rate PV CV Two wheeler 137 India
is one of the largest auto markets in the world, with annual domestic sales of over 20 million vehicles. Domestic sales reached a high
of 27 million in fiscal 2019, backed by favourable macroeconomic growth, rising consumption, favourable rural demand, as well as
healthy demand from end-use sectors. However, domestic sales fell 17.7% in fiscal 2020 amid slowdown in GDP growth as well as
inventory correction for Bharat Stage-VI (BS-VI) upgradation. The Covid-19 pandemic also hit the automotive industry hard, and
sales dropped 12% on an already low base of fiscal 2020 to 19.5 million in fiscal 2021. Resurgence of Covid cases in a much severe
form hit the domestic market in fiscal 2022, exerting pressure on auto sales. Fiscal 2023 witnessed normalisation in market opera-
tions, reopening of schools/colleges/offices, improvement in macroeconomic scenario, easing out of supply issues, which helped the
industry clock ~20% growth on a low base of 3 years of consecutive contractions.
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Industry Review

Domestic sales trend
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The domestic auto industry is dominated by the two-wheeler segment (more than 70% of the industry). Two-wheeler sales were on
a growth trajectory until fiscal 2019, led by a robust rural economy supported by a good monsoon. Demand started slowing after
fiscal 2019, because of falling private consumption along with a hike in prices. It slowed in fiscal 2020, due to tapering in economic
growth as well as inventory adjustment owing to the BS-VI migration. The pandemic and the attendant nationwide and local lock-
downs to contain it led to a steeper fall in domestic sales in fiscals 2021 and 2022 and, thus, contracting the share of two-wheelers
in the overall auto sales. From this low base, the industry clocked healthy growth in fiscal 2023, led by pentup demand, improved
macroeconomic scenario, revival of scooter demand with reopening of colleges and offices, as well as improvement in vehicle sup-
ply. Other segments such as PVs, CVs, and three-wheelers recorded a much faster revival last fiscal, exerting further pressure on the
share of two-wheelers.

PVs, the second largest contributor to domestic sales, witnessed growth till fiscal 2019, driven by expansion in the addressable mar-
ket, increase in disposable income, development of infrastructure, and stable cost of vehicle ownership even as crude oil prices re-
mained subdued. Lower private consumption, inventory adjustment on the back of new emission norms, and the liquidity crisis
caused a significant drop in sales in fiscal 2020. The fall was exacerbated by the onset of the pandemic, resulting in a steep decline in
demand in fiscal 2021. On this low base, some improvement was witnessed in fiscal 2022, with improved macroeconomic scenario
as well as pent-up demand, increasing the share of PVs during the year. In fiscal 2023, domestic sales of PVs grew 27% on-year (vs
13% in fiscal 2022) due to healthy pent-up demand following a slump in sales volume for two years owing to the pandemic-led sup-
ply chain disruptions. The orderbooks of auto original equipment manufacturers (OEMs) were supported by a plethora of launches
Domestic sales split by segments

in the growing UV category, which witnessed high traction. In turn, the share of PVs expanded further last fiscal.

FY18 FY19 FY21 Fyaz2 FY23
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Source: SIAM, TMA, CRISIL MI&A
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Competitive Strengths

Long standing presence in the automobile industry and well-established relationships with leading OEMs

The Kuttukaran Group entered the automobile industry in 1953 with the commencement of the automobile spare parts and acces-
sories business. They have since forayed into the automobile dealership business by partnering with various leading OEMs. Mar uti
Suzuki and Honda represented approximately 41.00% and 2.00% of the passenger vehicles market share in India in Fiscal 2023, re-
spectively. Tata Motors (Commercial) represented 40.00% of the commercial vehicles market share in India in Fiscal 2023. Piaggio
and Ather represented 27.00% and 11.00% of electric three-wheeler and electric two-wheeler vehicles market share (retail sales) in
India in Fiscal 2023, respectively. (Source: CRISIL Report) they set up the first Maruti Suzuki showroom in Trivandrum, Kerala in 1984
under the “Popular” brand. They have since then strategically expanded their dealership network across the value-chain, from econ-
omy to premium to luxury vehicles, by partnering with Honda and JLR in 2008 and 2010, respectively, and subsequently partnering
with Ather and Piaggio in 2021. They also entered the commercial vehicle dealership space in 1997 by partnering with Tata Motors
(Commercial). They have further diversified their operations within the automobile dealership space by commencing their spare
parts and accessories distribution business in 2005.

Penetration in markets in which they operate complemented by innovative marketing strategies

As of December 31, 2023, their network comprised of 30 showrooms and 84 sales outlets and booking offices for sale of new pas-
senger vehicles, 21 showrooms and 44 sales outlets and booking offices for sale of commercial vehicles, 85 authorised service cen-
tres for servicing and repair of passenger vehicles and 44 authorised service centres for servicing and repair of commercial vehicles;
and 10 dedicated showrooms and 22 sales outlets and booking offices for sale of pre-owned passenger vehicles. The break-up of
their sales and services network of their Maruti Suzuki, Honda, JLR, Tata Motors (Commercial), BharatBenz, Piaggio and Ather

They have a deep penetration in semi-urban and rural areas in the states they operate in, which is attributable to several innovative
models adopted by them including the “hub and spoke” model in respect of Maruti Suzuki and Tata Motors (Commercial) dealer-
ships in Kerala, wherein their showrooms serve as a “hub” to their sales outlets and booking offices located in small towns and rural
areas under the showroom. Their sales outlets and booking offices are typically operated out of smaller premises showcasing one or
more vehicle models and are each managed by designated sales representatives with all other operational support being provided
by their showrooms. Their showrooms, sales outlets and booking offices are present in almost all district of Kerala. They have 113
sales outlets and booking offices spread across 14 districts in Kerala, which significantly contributes towards increasing their brand
recall among potential buyers across the state of Kerala. Similarly, the number of showrooms, sales outlets and booking offices, au-
thorized service center’s, and pre-owned vehicles showrooms and sales outlets as of December 31, 2023

Fully integrated business model leading to business stability and higher margin

They believe that their diversified automobile dealerships and a fully integrated business model contributes to their position as a
leading automobile dealership player. In addition to benefiting from the inherent synergies arising out of their business verticals,
their diversified income streams also contribute to higher profitability margins at their dealerships. Their PAT increased from
%324.55 million in Fiscal 2021 to %640.74 million in Fiscal 2023. Further, they have marked an increase in their revenue from sales
due to an increase in the sales of Nexa vehicles in Fiscal 2023. Increasing demand and sales of electric vehicles and a consistent
growth in the sale of electric two-wheeler and three-wheeler vehicles, in India in Fiscal 2023, has also contributed significantly to-
wards their growth. In Fiscal 2023, they have also entered into an arrangement with Kochi Metro Rail Limited, a joint venture of the
Government of India and the Government of Kerala, for the sale of electric three-wheeler vehicles for convenient transportation of
their employees within the state. For details of their rankings in terms of volume of services/ service satisfaction index and volume
of sales for Fiscal 2023. They offer fully integrated services through their authorised service centres that contribute to higher-margin
revenues at each of their dealerships and helps mitigate the cyclicality that has historically impacted some elements of the automo-
bile sector. Their authorised service centres contributed to 14.83%, 14.60%, 15.29%, and 14.82% of their total revenue and 46.60%,
55.48%, 54.10%, and 53.44% of their EBITDA during the six months period ended September 30, 2023 and Fiscals 2023, 2022, and
2021, respectively; and their spare parts and accessories distribution vertical contributed to 7.19%, 7.39%, 7.70%, and 6.24% of their
EBITDA during the six months period ended September 30, 2023 and Fiscals 2023, 2022, and 2021, respectively. They serviced
419,729 passenger vehicles and 103,116 commercial vehicles, through their network of 127 authorised service centres during the six
months period ended September 30, 2023.

Experienced and dedicated management team

The Kuttukaran Group (the group of entities and business operated by their Promoters and their immediate relatives) has over 70
years of experience in the automobile industry. John K. Paul, their Whole Time Director and one of their Promoters has over 49
years of experience in the automobile sector.
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Risk Factors

Economic Conditions

The automotive industry is sensitive to changing economic conditions and various other factors. Any decline in demand for vehicles
by individuals or entities may adversely impact their business prospects and results of operations There are several factors which
affect the sales of new and pre-owned vehicles in India which are difficult to predict, including but not limited to the state of the
economy, fuel prices, credit availability, interest rates, consumer preferences, the level of personal discretionary spending, unem-
ployment rates, vehicle production levels and capacity, auto emission and fuel economy standards, the rate of inflation, currency
exchange rates, tariffs, incentives, intensity of industry competition, product quality, the rise of ride-sharing platforms, improve-
ment in public transport infrastructure, technological innovations, restrictions under environmental laws etc. As a result, the overall
demand for their new and pre-owned vehicles may decline, which could adversely affect their business.

Regulatory Permits

They are required to obtain certain licenses, regulatory permits and approvals for setting up their dealership and undertake their
operation. Any delay or inability to obtain such approvals may have an adverse impact on their business. They believe that the with-
drawal of the abovementioned licenses or approvals will not have a material impact on the business operations of their Company.
However, if they fail to obtain the necessary approvals and permits or if there is any delay in obtaining such approvals and permits,
it may disrupt their operations, result in the application of penalties and may materially and adversely affect their business and fi-
nancial condition.

Intense Competition

Increasing competition among automotive dealerships through online and offline marketing reduces their profit margins on vehicle
sales and related businesses. Automobile selling is a highly competitive business. Their competitors include private and public com-
panies, some of whom may be larger with access to greater financial and marketing resources than them. Their competitors sell the
same or similar makes of new and pre-owned vehicles that they offer in their markets at competitive prices. Further, they operate in
the automobile dealership industry which has witnessed low PAT margins in the past Since, they mainly depend on the commissions
received from the OEMs on sales of their vehicles, their PAT margins and returns may not be higher in the future. Though, the share
of online sales in the overall domestic vehicle sales is currently insignificant
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Peer Comparison

Total Revenue (in Return on Net NAV(Per

Name of the company Rs Cr) Worth (%) share Rs)

Popular Vehicles and Services

Limited 4875.00 18.86 54.69

Landmark Cars Limited 3382.35 18.04 118.55

*P/E Ratio and P/B has been computed based on the closing market price of equity shares on the website of NSE as of March 7,
2024
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Popular Vehicles provides complete services throughout the life cycle of vehicle ownership, including sales of new and preowned
vehicles, servicing, spare parts distribution, driving schools, and third-party financial and insurance product sales. The company’s
top line increased at a CAGR of 19% from FY 21. For FY23, the EBITA and PAT margins are to be 4.80% and 1.31%, respectively. For
FY23, ROE and ROCE are 18.68% and 18.32%, respectively. The company’s P/E is valued at 28.86x for FY23. We recommend to sub-
scribe for listing gains.

Canara Bank Securities Ltd
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Analyst Certification
Well, Sankita V/, MBA, Mcom Research Analyst authors and the names subscribed to this report, hereby certify that all of the views expressed in this research re-
port 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. It is also confirmed that above mentioned Analysts of this report have not received any compen-
sation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned
in the report.

Disclosures and Disclaimers

CANARA BANK SECURITIES LTD (CBSL), a wholly owned subsidiary of CANARA BANK; is a SEBI registered intermediary offering broking services to its institu-
tional and retail clients; we also run a proprietary trading desk. CBSL is member of BSE & NSE. We are registered as RESEARCH ANALYST under SEBI
(INH000001253). CBSL or its associates do not have an investment banking business. Hence, they do not manage or co mange any public issue. Neither CBSL nor
its associates, neither the research analysts nor their associates nor his/her relatives (i) have any financial interest in the company which is the subject matter of this
research report (i) holds ownership of one percent or more in the securities of subject company (iii) have any material conflict of interest at the end of the month
immediately preceding the date of publication of the research report OR date of the public appearance (iv) have received any compensation from the subject compa-
ny in the past twelve months (v) have received any compensation for investment banking merchant banking or brokerage services from the subject company in the
past twelve months (vi) have received any compensation for any other product or services from the subject company in the past twelve months (vii) have received
any compensation or other benefits from the subject company or third party in connection with the research report. (viii) Research Analyst involved in the preparation
of Research report discloses that he /she has not served as an officer, director, or employee of subject company (ix) is involved in market making activity of the
company.

We shall adhere to SEBI guidelines from time to time.

We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made
in this report. We may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other are-
as, units, groups or affiliates of CBSL. The Research Desk does not solicit any action based on the material contained herein. It is for the general information of the
clients / prospective clients of CBSL. CBSL will not treat recipients as clients by virtue of their receiving the research report. It does not constitute a personal recom-
mendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. Similarly, the Research Desk does
not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who may receive it. The secu-
rities discussed in the report may not be suitable for all investors. The appropriateness of a particular investment or strategy will depend on an investor's individual
circumstances and objectives. Persons who may receive the research report should consider and independently evaluate whether it is suitable for his/ her/their par-
ticular circumstances and, if necessary, seek professional/financial advice. And such person shall be responsible for conducting his/her/their own investigation and
analysis of the information contained or referred to in the research report and of evaluating the merits and risks involved in the securities forming the subject matter
of the reports. All projections and forecasts in research reports have been prepared by our research team.

The client should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by CBSL For these reasons; The client
should only consider the projections and forecasts described in the research reports after carefully evaluating all of the information in the report, including the as-
sumptions underlying such projections and forecasts. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of origi-
nal capital may occur. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice. We do not provide tax advice to our clients, and all investors are strongly advised to consult regarding any potential investment. CBSL or its
research team involved in the preparation of the research reports, accept no liabilities for any loss or damage of any kind arising out of the use of these reports. The
technical levels and trend etc mentioned in our reports are purely based on some technical charts/levels plotted by software used by us and these charts/levels are
believed to be reliable. No representation or warranty, express or implied is made that it is accurate or complete. The recommendation expressed in the reports may
be subject to change. The recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible
media and should not be reproduced, transmitted or published by the recipient. This research reports are for the use and consumption of the recipient only. This
publication may not be distributed to the public used by the public media without the express written consent of CBSL. The Research reports or any portion hereof
may not be printed, sold or distributed without the written consent of CBSL. The research report is strictly confidential and is being furnished to client solely for cli-
ent’s information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The opinions and projections
expressed herein are entirely based on certain assumptions & calculations and are given as part of the normal research activity of CBSL and are given as of this
date and may be subject to change. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no assurance that
future results or events will be consistent with any such opinions, estimate or projection. The report has not been prepared by or in conjunction with or on behalf of or
at the instigation of, or by arrangement with the company or any of its directors or any other person. Any opinions and projections contained herein are entirely
based on certain assumptions and calculations. None of the directors of the company or any other persons in the research team accepts any liability whatsoever for
any loss arising from any use of the research report or its contents or otherwise arising in connection therewith. The information contained herein is not intended for
publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is
prohibited unless otherwise expressly authorized. Please ensure that the client has read “Risk Disclosure Document for Capital Market and Derivatives Segments”
as prescribed by Securities and Exchange Board of India (SEBI) before investing in Securities Market. Please remember that investment in stock market is subject to
market risk and investors/traders need to do study before taking any position in the market.
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