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SUMMARY
India Economics: October MPC Minutes

MPC minutes show four out of six members favour accommodative stance and
further rate cuts as long as economy is firmly on the path to recovery. The
remaining two are data dependent. Growth indicators such as lIP, non-food
credit, exports and non-oil-non-gold imports have disappointed since the last
policy. However, led by higher vegetable prices, headline inflation did touch

4%. We believe this will ebb as fresh crop arrives in the market in the next few

weeks/ months. Thus another 25bps rate cut is on the cards.

Click here for the full report.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda

Important disclosures, including any required research certifications, are provided at the end of this report.

Company Rating Target
Cipla Buy 555

GAIL Buy 200
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ONGC Buy 200

ICS Add 2,230
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Company Rating Target
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FIRST LIGHT

Reliance Industries

Reliance Industries’ (RIL) Q2FY20 EBITDA marginally beat estimates at Rs
221bn (+5% YoY, +4% QoQ). Key Q2 highlights: (a) GRMs disappoint at US$
9.4/bbl, (b) petchem EBITDA above estimates at Rs 89bn (~5.8% YoY) on
lower operating costs and higher production, (c) retail EBITDA higher at Rs
23bn (+67% YoY), and (d) RJio EBITDA a miss at Rs 53bn (+8.5% QoQ). The
earnings outlook from RIL’s consumer-facing businesses remains buoyant,

while GRMs could trigger an upgrade on IMO impact.
Click here for the full report.

L&T Infotech

L&T Infotech (LTI did better than expected in Q2FY20, posting 2.4% QoQ
CC revenue growth despite client-specific challenges. Management believes
the worst is over and expects growth in the top account to resume from Q3,
which brightens the near-term outlook. The company continues to bag large
deals, adding three new clients with an aggregate TCV of US$100mn in Q2.
Management has guided for double-digit revenue growth in FY20. We

tweak estimates and reiterate BUY’; on rollover to Sep’20 our TP remains at

Rs 2,010.
Click here for the full report.

Ather Energy

We hosted a call with Karan Punjabi, Head of Finance at electric scooter
manufacturer Ather Energy (Ather). Key takeaways: (1) sales ramp-up
underway, (2) 5340 model discontinued, (3) encouraging response to
Chennai foray, (4) gross margin to improve, and (5) EV vs. ICE breakeven in

two years.

Click here for the full report.

Agriculture

We met senior officials of the Maharashtra State Co-Operative Sugar
Factories Federation (MSCSFF) which has 190 co-operative sugar mills as
members. Key takeaways: (1) MSCSFF estimates that sugar production in the
state will plummet to 5.5-6mn tonnes (mt) in the upcoming Oct19-5ep’20
season vs. ~10.7mt last season (5518-19), due to a ~30% drop in cane
cropping area expected this year. (2) Output is projected to recover in $520-

21 to ~8.5mt provided monsoons are normal next year.

Click here for the full report.
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INDIA ECONOMICS

OCTOBER MPC MINUTES

Growth concerns imply another 25bps cut

MPC minutes show four out of six members favour accommodative stance and
further rate cuts as long as economy is firmly on the path to recovery. The
remaining two are data dependent. Growth indicators such as IIP, non-food
credit, exports and non-oil-non-gold imports have disappointed since the last
policy. However, led by higher vegetable prices, headline inflation did touch 47%.
We believe this will ebb as fresh crop arrives in the market in the next few weeks/

months. Thus another 25bps rate cut is on the cards.
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Growth faltering: MPC members noted that growth momentum has slowed
further since the last policy meeting as seen in most high-frequency indicators
and RBI’s forward looking surveys. Q1 GVA growth slipped to 4.9% with
manufacturing at 0.6%. GDP growth was at 5% with consumption at 3.6%.
Thus output gap has widened further. This drove the decision to cut rates by
25bps. MPC members welcomed government’s recent measures to boost
growth and provide liquidity to NBFCs. Cut in corporate tax stands out. On
balance, the MPC was of the view that government measures along with better
transmission of rates (repo-linked) and a revival in rural demand will result in a

cyclical recovery in growth in H2FY20.

Inflation outlook benign: MPC members opined that inflation is expected to
be well anchored within MPC’s target of 4%. The increase in headline inflation
is driven by higher food prices. Core inflation has been trending down because
of slowdown in the economy. Seasonal spike in food prices will ebb because
above normal monsoon will result in adequate Rabi output. RBI had estimated
Q2 CPlinflation at 3.4%. Actual is 3.5% as CPl inflation in Sep”19 increased to
4% led by accelerating food inflation which is mostly seasonal in nature rather

than structural and thus should not change RBI’s view.

More rate cuts on the card: Persistent negative output gap along with a benign
inflation outlook warrant accommodative monetary stance and further cut in
policy rate. Four out of six MPC members favour not only continuation of an
accommodative stance, but also further reduction in policy rate to kickstart the
economy. Two of them (Dr. Chetan Ghate and Dr. Pami Dua) are more
inclined towards a data dependent approach. For them, Oct’19 inflation print
and Q2FY20 GDP data to be released on 29 Nov19 will set the framework for

policy action. We believe another 25bps rate cut is due.

ECONOMICS RESEARCH

KEY HIGHLIGHTS
= Growth to remain weak in Q2 led by both

domestic and global factors.

* Inflation expected to remain under RBI’s

ta rget.

= RBl to cut rates further by 25bps to

support growth.



RESULT REVIEW

BUY

TP: Rs 1,670 | A 18%

RELIANCE INDUSTRIES | Oil & Gas

Cyclicals a mixed bag, RJio and Retail surge ahead

Reliance Industries’ (RIL) Q2FY20 EBITDA marginally beat estimates at

Rs 221bn (+5% YoY, +4% QoQ). Key Q2 highlights: (a) GRMs disappoint at
US$ 9.4/bbl, (b) petchem EBITDA above estimates at Rs 89bn (-5.8% YoY)
on lower operating costs and higher production, (c) retail EBITDA higher at
Rs 23bn (+67% YoY), and (d) RJio EBITDA a miss at Rs 53bn (+8.5% QoQ).
The earnings outlook from RIL’s consumer-facing businesses remains

buoyant, while GRMs could trigger an upgrade on IMO impact.
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Cyclicals EBITDA contribution shrinks: In a mixed Q2, GRMs underperformed
at US$ 9.4/bbl while petchem earnings outperformed. Management did not put
out clear guidance on GRMs in the runup to IMO regulations, given declining
global oil demand. Oil-to-chemicals (refining + petchem) EBITDA contribution
shrank to ~65% vs. 72% YoY. Petchem production scaled up to 9.9mmt, a
historical quarterly high; EBITDA margins beat estimates, likely led by lower

operating costs as gross margins stayed soft on global demand concerns.

Consumer-facing businesses continue to uplift earnings: RJio subscriber
additions sustained traction, touching 355mn, but ARPU was below estimates
at Rs 120 - this led to below-expected EBITDA at Rs 53bn (+49% YoY).
ARPU could improve from Q3FY20 (by ~Rs 15) following recently imposed
billing rates for voice, with an intent to recover IUC charges. Retail EBITDA
surged to Rs 23.2bn (+67% YoY) led by core margins of 8.9% (+130bps YoY).

Maintain BUY: We raise our Sep’20 TP to Rs 1,670 (from Rs 1,500) on higher
EBITDA assumptions for RJio and Retail. We also factor in benefits from
deleveraging over FY21/FY22 (~Rs 130/sh). RIL’s management has clarified

that its deleveraging targets are not contingent on the Saudi Aramco deal.

KEY FINANCIALS

Y/E 31 Mar FY18A FY19A FY20E FY21E FY22E
Total revenue (Rs mn) 4,082,650 5,810,200 5,425,940 6,074,031 5,997,696
EBITDA (Rs mn) 641,760 839,180 954,653 1,275,572 1,620,862
Adj. net profit (Rs mn) 352,869 398,370 446,560 648,349 899,527
Adj. EPS (Rs) 59.6 67.2 70.4 102.3 141.9
Ad). EPS growth (%) 17.4 12.8 4.8 452 387
Adj. ROAE (%) 127 17 1.0 141 16.9
Ad). P/E () 238 211 201 13.8 10.0
EV/EBITDA () 171 12.8 122 9.4 6.7

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Ticker/Price RILIN/Rs 1,416
Market cap US$126.2bn
Shares o/s 6,339mn
3M ADV US$ 176.5mn
52wk high/low Rs 1,428/Rs 1,016
Promoter/FPI/DIl  47%/24%/28%
Source: NSE
STOCK PERFORMANCE
(Rs) e RIL
1,460
1260
1060
860
660
460
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Source: NSE
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BUY

TP: Rs 2,010 | A 25% WEAdIN[Jo}(TeiT | IT Services |18 October 2019

On course for a rebound

L&T Infotech (LTI) did better than expected in Q2FY20, posting 2.4% QoQ Ruchi Burde
CC revenue growth despite client-specific challenges. Management believes research(@bobcaps.in
the worst is over and expects growth in the top account to resume from Q3,

which brightens the near-term outlook. The company continues to bag large

deals, adding three new clients with an aggregate TCV of US$ 100mn in Q2.

Management has guided for double-digit revenue growth in FY20. We tweak

estimates and reiterate BUY; on rollover to Sep’20 our TP remains at Rs 2,010.

Above-expected Q2: LTl reported a beat on revenues, growing at 2.4% QoQ Ticker/Price LTIIN/Rs 1,671
CCvs. 1.4% estimated in Q2FY20. EBIT margins were largely in line at 15.5%, Market cap US$ 4.0bn
down 40bps QoQ Shares o/s 175mn

’ ‘ 3M ADV US$ 2.6mn

52wk high/low Rs1,897/Rs 1,436

Client-specific challenges abating: After two quarters of decline, revenue from Promoter/FPUDN 75%/8%/10%

the top 5 clients returned to positive territory (+3.4% QoQ in dollar terms). Source: NSE

Management indicated that the top client account (a drag on growth for the

last two quarters) should witness a growth recovery from Q3FY20. Similarly, STOCK PERFORMANCE
the hi-tech vertical is also guided to resume its growth trajectory from Q3, (Rs) — LTl
after headwinds from the loss of an account in Q2. Non-top 20 client revenue 1,970

(+5% QoQ in dollar terms) continued to grow ahead of companywide growth. 116;1?8

Stellar deal signings: LTI maintained its streak of large deal wins, adding three 1;22

new logos with an aggregate TCV of US$100mn during the quarter. H1IFY20 570

net new deal TCV increased by 37% YoY to US$144mn, lending visibility for I I AT THS

growth in H2. Management has guided for double-digit revenue growth in
FY20 and retained the net margin guidance at 14-15%.

Source: NSE

KEY FINANCIALS

Y/E 31 Mar FY18A FY19A FY20E FY21E FY22E
Total revenue (Rs mn) 73,064 94,458 1,03,286 114,878 128,327
EBITDA (Rs mn) 171,875 18,835 19,232 22,606 25,252
Adj. net profit (Rs mn) 1124 15,157 15,082 17,613 19,002
Adj. EPS (Rs) 63.5 865 859 100.3 108.3
Adj. EPS growth (%) (8.2) 36.1 0.6) 16.8 79
Adj. ROAE (%) 318 34.6 283 281 259
Adj. PIE () 25.4 18.6 18.7 16.1 14.9
EV/EBITDA (x) 234 14.8 14.4 12.0 10.4

Source: Company, BOBCAPS Research
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FLASH NOTE

NOT

LISTED ATHER ENERGY | Automobiles

Key call takeaways

We hosted a call with Karan Punjabi, Head of Finance at electric scooter

manufacturer Ather Energy (Ather). Following are the key call takeaways:

Sales ramp-up underway: Ather currently sells 250-300 electric scooters per
month (peak of ~400 units), lower than the company’s initial expectations
given supply-side constraints. Management expects to ramp this run-rate up to
400-500 units in the next few months. The company has sold a total of
2,000 units to date. Current plant utilisation stands at ~20%.

$340 model discontinued: Ather recently discontinued one of its scooter
variants, the 5340, as the order booking trend showed that close to 95% of
customers opted for the premium S450 model. In addition, with the reduction
in GST rates, pricing of the S450 has reduced to Rs 113k, closely matching that
of the $340.

Encouraging response to Chennai foray: The company entered into Chennai in
Jul9, its second market after Bengaluru. Management stated that the response

was encouraging (1,000+ bookings) and comparable to its Bengaluru launch.

Gross margin to improve: Ather currently operates at a negative gross margin
but expects this to improve over the next 3-4 months with scale and

engineering-related upgrades.

EV vs. ICE breakeven in two years: According to management, the running
cost for its scooters is 30-40p/km as against Rs 2.2-2.5/km for a conventional
(ICE) scooter. Based on an average run of 20km/day, breakeven on cost of

ownership can typically be achieved at 15,000km (~2 years).

Battery cost continues to fall: The battery cost of electric two-wheelers
continues to fall as industry volumes scale up. The long-term view that battery
cost should come down below US$ 100/KwH stands, but timelines for the

same remain unsure.

Financing of vehicles still low: In Ather’s experience, ~20% of vehicles are
bought on finance/lease. Insurance cover is provided by new-age companies
such as Godigit. As volumes scale up, management expects the larger

incumbents to also enter the space.

EQUITY RESEARCH
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Maharashtra’s sugar production to nearly halve in 2019-20

We met senior officials of the Maharashtra State Co-Operative Sugar Arun Baid
Factories Federation (MSCSFF) which has 190 co-operative sugar mills research(@bobcaps.in

operating in the state as members. Key takeaways:

MSCSFF estimates that sugar production in Maharashtra for the upcoming
Oct19-Sep’20 season will plummet to 5.5-6mn tonnes (mt) vs. ~10.7mt in
the last marketing season (5518-19).

The lower production forecast for Maharashtra is primarily due to a ~30%
drop in cane cropping area expected this year, at /70,000-780,000ha,

owing to the below normal monsoons last year.

Sugar output is projected to recover in S520-21 to ~8.5mt provided the
monsoons are normal during Jun-Oct’20. High reservoir water availability in

the current year should bolster cane sowing.

Sugar recovery in Maharashtra stood at 11.26% of cane crushed during
S518-19 and is expected to be at 11.1-11.2% in the upcoming season.

Crushing operations in the state are expected to begin with a delay, in mid-

November vs. the third week of Oct’18, due to lower sugarcane availability.

Prices of the sweetener in Maharashtra are currently at Rs 31-31.5/kg

(S-grade) and have stayed around these levels for the last few months.

India can export ~4.5mt in S519-20 (vs ~3.8mt in SS18-19) which will

enable it to reduce excess inventory.

Maharashtra’s export quota for the upcoming season is ~1.8mt (vs. 1.55mt

in SS18-19) and should be fully met, as was the case last season.

Sugarcane is one of the most profitable crops for farmers that has assured

offtake and payment cycles; hence, it will continue to be a preferred crop.
Cane arrears due from millers to farmers in the state total ~Rs 3.3bn.

Capex toward ethanol capacity addition looks difficult in the near term due

to the stretched balance sheets of co-operatives in Maharashtra.

Maharashtra has requested the Central government to increase the MSP
(minimum selling price) of sugar from the current Rs 31/kg so that the

profitability of companies can improve.

EQUITY RESEARCH A
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Disclaimer

Recommendations and Absolute returns (%) over 12 months

BUY - Expected return >+15%
ADD - Expected return from >+5% to +15%
REDUCE - Expected return from -5% to +5%
SELL - Expected return <-5%

Note: Recommendation structure changed with effect from 1January 2018 (Hold rating discontinued and replaced by Add / Reduce)

Rating distribution

As of 30 September 2019, out of 77 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 47 have BUY ratings, 15 are rated ADD, 6 are
rated REDUCE and 9 are rated SELL. None of these companies have been investment banking clients in the last 12 months.

Analyst certification

Each of the analysts mentioned in this research report certify, with respect to the sections of the report for which they are responsible, that (1) all of the views expressed
in this report accurately reflect his/her personal views about the subject company or companies and its or their securities, and (2) no part of his/her compensation was,
is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are

not associated persons of BOBCAPS.

Important disclosures

This product is a compilation of previously published research notes. To view the complete report along with the associated Analyst certifications and Company - specific

disclosures, please click on the hyperlink accompanying each excerpt.

General disclaimers

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited
and BSE Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries

engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPSs activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INHOO0000040 valid till
03 February 2020. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated
20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of
any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory

board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to the
opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of

interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this

material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all
investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.
Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in

this material, but regulatory, compliance, or other reasons may prevent us from doing so.
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We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or
“short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or dispose
of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of companies discussed
in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment

banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of

the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse
effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign
currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the

Risk disclosure document before entering into any derivative transactions.

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed

in Canada or used by private customers in the United Kingdom.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS's prior written consent.

Other disclosures

BOBCAPS does not have any financial interest in the subject company. BOBCAPS does not have actual/beneficial ownership of one per cent or more securities in the

subject company at the end of the month immediately preceding the date of publication of this report.
BOBCAPS is not engaged in any market making activities for the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS's associates may hold actual / beneficial ownership of one per cent or more

securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject

company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in respect
of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a merger or
specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant banking or

brokerage services from the subject company in the past 12 months.
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