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SUMMARY
Mphasis

Mphasis (MPHL) reported a satisfactory Q4 on the back of (1) 1.5%
QoQ/M1% YoY CC revenue growth, (2) stable 16.3% EBIT margins, and (3)
healthy deal wins. But HP-DXC business declined 2.8% QoQ and was also
negative YoY for the first time in 12 quarters. Q1FY21is guided to be weak due
to Covid-19. In our view, management’s target of stable margins in FY21 looks
difficult. We cut FY21/ FY22 EPS 21%/10%, revise our Mar21 TP to Rs 740
(vs. Rs1,050) and downgrade to SELL (from ADD) on HP-DXC vulnerability

and pandemic-related volatility.

Click here for the full report.

India Economics: Government Stimulus Measures

The second stimulus is worth Rs 3.2tn out of which farmers have got benefit of
Rs 2.3tn in the form of higher credit allocation. Real estate sector will see
incremental spending of Rs 700bn. Migrants and vendors will benefit from
foodgrain allotment and credit to restart operations. Government has also
streamlined changes to labour code to cover all workers under minimum wages
and national floor on minimum wages. This should boost wages and is positive

for consumption. We await the remaining set of measures of Rs 3.8tn.

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
Bajaj Finance Buy 3,000
Cipla Buy 570
Eicher Motors Buy 18,100
GAIL Buy 140
Petronet LNG Buy 330
MID-CAP IDEAS

Company Rating Target
Alkem Labs Buy 2,870
Greenply Industries Buy 145
Laurus Labs Buy 630
Muthoot Finance Buy 950
Transport Corp Buy 255

Source: BOBCAPS Research
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India Economics: Wholesale Inflation

The trend of food, fuel and available categories of manufactured products
shows a decline in wholesale inflation. Food inflation eased to 3.6% in Apr'20
(5.5% in Mar’20) and fuel inflation contracted at near 4-year low of 10.1% in
Apr'20 (1.8% in Mar'20). Apart from pharma, downward pressure in
manufactured products was also visible. Retail inflation is also expected to ease
once supply side constraints are removed. We believe there is room to cut

rates by SObps to bring real rates further lower to support aggregate demand.

Click here for the full report.

Manappuram Finance

Manappuram Finance’s (MGFL) gold AUM surged 31% YoY to Rs 170bn in
QA4FY20. Despite buoyant gold prices, MGFL prudently maintained LTV at
59% on the gold book. Strong spreads and range-bound opex fuelled 57% YoY
growth in operating profit to Rs Sbn. PAT increased 59% YoY to Rs 3.4bn
aided by low credit cost of 20bps. We raise FY21-FY22 earnings estimates by
4-6% but cut our Mar'21 TP to Rs 150 (vs. Rs 225) as we see incremental

asset quality pressure in MFl and vehicle financing businesses.

Click here for the full report.
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HP-DXC business losing steam; downgrade to SELL

Mphasis (MPHL) reported a satisfactory Q4 on the back of (1) 1.5% QoQ/11.1% Ruchi Burde | Seema Nayak
YoY CC revenue growth, (2) stable 16.3% EBIT margins, and (3) healthy deal research(@bobcaps.in

wins. But HP-DXC business declined 2.8% QoQ and was also negative YoY for

the first time in 12 quarters. Q1FY21 is guided to be weak due to Covid-19. In our

view, management’s target of stable margins in FY21 looks difficult. We cut FY21/

FY22 EPS 21%/10%, revise our Mar'’21 TP to Rs 740 (vs. Rs 1,050) and downgrade

to SELL (from ADD) on HP-DXC vulnerability and pandemic-related volatility.

Decent Q4 but DXC/HP channel disappoints: Q4 revenue increased 1.5% Ticker/Price MPHL IN/Rs 803
QoQ CCand 11.1% YoY CC (0.2% QoQ and 10.8% YoY in dollar terms). The Market cap US$ 2.0bn
DXC/HP channel, however, saw a sharp 2.8% QoQ decline in USD revenue on Shares ofs 186mn

: . 3M ADV US$ 3.9mn
the heels of a slowdown over the past three quarters. MPHL’s EBIT margin was 52wk highlow Rs 1.018/Rs 630
stable for the quarter, standing at 16.3% (+10bps QoQ), within the guided Promoter/FPI/DII 52%/29%/14%
range of 15.5-17%. Akin to industry peers, TCV was strong at US$ 201mn, Source: NSE
growing 37% YoY.
DXC revenue commitment nearing an end: DXC had committed minimum STOCK PERFORMANCE
revenue of US$ 990mn over five years when it sold its stake in MPHL to (Rs) ——— MPHL
Blackstone in 2016. This commitment ends in Sep’21, leading to a diminishing 1,280
margin of safety for the HP/DXC business (~26% gross revenue share in Q4 12;28
and 27% in FY20). MPHL’s management stated that US$ 300mn is pending 228
over the remaining six-quarter term, implying a quarterly run-rate of US$ 50mn 530 T
vs. US$ 72mn of DXC revenue or US$ 82mn of HP-DXC revenue for Q4. D%D%”’T\E f %i% % %i%\ § %\

2z 2I2LE=2I28 8

EBIT margin stability unlikely: Management expects the Jun'20 quarter to be Source: NSE

weak due to Covid-19, with growth recovery from Q2FY21. MPHL is targeting
operating margin stability in FY21 which we believe looks unlikely considering

pandemic-led unknowns and weak growth dynamics.

KEY FINANCIALS

Y/E 31 Mar FY18A FY19A FY20P FY21E FY22E
Total revenue (Rs mn) 65,459 77,31 88,436 91,984 1,00,184
EBITDA (Rs mn) 10,626 13,240 16,505 15,276 18,918
Adj. net profit (Rs mn) 8,507 10,734 11,849 9,837 12,523
Adj. EPS (Rs) 441 57.7 63.7 52.8 67.3
Adj. EPS growth (%) 14.9 30.9 10.4 (17.0) 27.3
Adj. ROAE (%) 14.6 20.0 214 16.2 191
Adj. P/E () 18.2 13.9 12.6 15.2 1.9
EV/EBITDA (x) 13.7 1 9.0 9.8 8.0

Source: Company, BOBCAPS Research
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INDIA ECONOMICS

GOVERNMENT STIMULUS MEASURES

Stimulus for farmers, real estate, migrants and vendors

The second stimulus is worth Rs 3.2tn out of which farmers have got benefit
of Rs 2.3tn in the form of higher credit allocation. Real estate sector will see
incremental spending of Rs 700bn. Migrants and vendors will benefit from
foodgrain allotment and credit to restart operations. Government has also
streamlined changes to labour code to cover all workers under minimum wages
and national floor on minimum wages. This should boost wages and is positive

for consumption. We await the remaining set of measures of Rs 3.8tn.
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Sameer Narang
Dipanwita Mazumdar | Aditi Gupta

chief.economist(@bankofbaroda.com

Farm sector, migrants and vendors to benefit: Government today announced
Rs 2tn (1% of GDP) concessional credit boost to 25mn farmers through Kisan
Credit Card scheme. Additional funding of Rs 300bn to NABARD for farmers
for emergency funding through RRBs and Co-op Banks. This is over and above
Rs 900bn already provided to NABARD. Centre will spend Rs 35bn on
provision of free foodgrains for 80mn migrant workers for the next 2 months.
In addition to this, Rs 50bn allocated to Smn street vendors as initial working

capital for re-starting operations.

Boost to affordable housing: Government has announced Rs 700bn stimulus
to affordable housing through extension of Credit Linked Subsidy Scheme
(CLSS) for MIG till Mar'21 from Mar’20 earlier. Apart from this, government
also launched affordable rental housing complexes (ARHC) for migrant
workers, which will also boost demand for these units. Till now under PMAY-U,
pace of construction of houses has picked up with 3.3mn completed houses

compared with 2.6mn a year back. For Shishu loans covering loan upto Rs

50,000, government has provided relief of Rs 15bn.

Labour codes changes: Government announced universalisation of minimum
wages to all workers from current 30% along with national wage floor thus
reducing wage parity. Annual health check-ups for all workers along with
extension of ESIC coverage for all workers in establishments with 10 or more

workers has also been proposed.

Today’s stimulus at Rs 3.2tn: Today’s announcement totalled Rs 3.2tn. Out of
Rs 20tn, Rs 16.2tn has been detailed out. The remaining Rs 3.8tn will be

announced in the coming days.

ECONOMICS RESEARCH

KEY HIGHLIGHTS

= Focus on migrant workers, street vendors and

small farmers.

= Affordable housing and real estate sector too

receive a boost.

= Overall stimulus announced till date stands at

above 8.1% of GDP.
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WHOLESALE INFLATION 14 May 2020

WPI food and fuel inflation eases

The trend of food, fuel and available categories of manufactured products Sameer Narang
Jahnavi | Sonal Badhan

chief.economist(@bankofbaroda.com

shows a decline in wholesale inflation. Food inflation eased to 3.6% in Apr'20
(5.5% in Mar’20) and fuel inflation contracted at near 4-year low of 10.1% in
Apr'20 (1.8% in Mar’20). Apart from pharma, downward pressure in
manufactured products was also visible. Retail inflation is also expected to
ease once supply side constraints are removed. We believe there is room to cut

rates by SObps to bring real rates further lower to support aggregate demand.

Food inflation moderates: Food inflation edged downwards to a 13-month low
of 3.6% in Apr'20 from 5.5% in Mar'20. This was led by moderation in
vegetable prices, slipping to a 15-month low of 2.2% in Apr'20 compared with
11.9% in Mar'’20. Onion prices eased to 73.5% from 112.3% in Mar’20. Paddy
inflation moderated to 1.4% (1.7% inMar’20). On the other hand, wheat and
milk prices accelerated to 7.3% (4.8% in Mar'’20) and 5.9% (5.4% in Mar’20)
respectively. Fruit prices contracted to 11-month low of 1.7% in Apr'20 from a
decline of 0.4% in Mar’20. Prices of eggs fell to an all-time low of 17.4% in the
current series in Apr’20. The underlying trend of lower wholesale food inflation

should be visible in retail as well once the lockdown restrictions are removed.

Fuel inflation nose-dives: Fuel and power inflation contracted by 10.1% in
Apr'20 from decline of 1.8% in Mar'20, as mineral ol price index fell by 21.5%
compared with 8.2% drop in Mar’20. The dip in mineral oil index can be
explained by 63% decline in international crude prices in Apr'20 on a YoY basis
versus a 50% contraction in Mar’20. Coal prices continue to remain steady
while electricity price index increased by 6.2% versus 9.9% in Mar’20. We

expect headline fuel inflation to remain muted as international oil prices are

59% lower on a YoY basis.

Downward price pressure in core: Within the core index, data for only
manufactured food, beverage, chemical products, pharma items and basic
metals is available. Amongst these, barring pharma products (4.2% increase
versus 3.3% in Mar'20), prices of all other items eased led by 4.3% decline in
basic metals and 2.6% drop in chemical products. Prices of food and beverages
eased from 6.6% and 1.7% in Mar'’20 to 5.5% and 1.4% in Apr'20 respectively.
This is in-line with international commodity prices which have declined sharply

in Apr'20 on a YoY basis by 16.8% versus a decrease of 13.2% in Mar'20.

ECONOMICS RESEARCH A
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Gold finance on steady wicket, MFI to face Covid-19 overhang

Manappuram Finance’s (MGFL) gold AUM surged 31% YoY to Rs 170bn in
Q4FY20. Despite buoyant gold prices, MGFL prudently maintained LTV at
59% on the gold book. Strong spreads and range-bound opex fuelled 57% YoY
growth in operating profit to Rs 5bn. PAT increased 59% YoY to Rs 3.4bn
aided by low credit cost of 20bps. We raise FY21-FY22 earnings estimates by
4-6% but cut our Mar’21 TP to Rs 150 (vs. Rs 225) as we see incremental

asset quality pressure in MFI and vehicle ﬁnancing businesses.

2} BOBCAPS
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|15 May 2020

Shubhranshu Mishra
research(@bobcaps.in

Better productivity fuels AUM growth: At Rs 170bn, MGFL’s gold loan AUM
increased 31% YoY in Q4FY20, continuing its growth streak for the ninth
consecutive quarter. This was largely aided by 7% YoY volume growth to
~73tonnes and 25% YoY growth in AUM per branch to Rs 47mn. MGFL
prudently maintained 59% LTV on its gold portfolio.

Strong spreads and cost control bolster operating profit: Spreads (calc.) on
gold finance increased 40bps YoY to 19.4%, driven by better yields at 28.6%
(+60bp YoY). Range-bound opex of Rs 2.9bn-3.0bn in the last 7-8 quarters
resulted in a lower expense ratio of 7.3% (=220bps YoY). Thus, operating profit
grew 57% YoY to Rs Sbn.

Credit costs to spike; MFI performance faces Covid-19 overhang: Credit costs
were contained at 22bps of AUM in Q4, resulting in 59% YoY growth in PAT
to Rs 3.4bn. Asirvad MFI AUM grew 43% YoY to Rs 55bn largely fuelled by
new customers. We believe the MFI business will see a spike in delinquencies
post-lockdown as the company voluntarily extended the moratorium to all MFI
customers. Collections will take 4-6 months to scale up and hence management
has taken Rs 550mn of Covid-19 provisions. The MF| business remains well

capitalised at ~25% to absorb any increased provisioning from event risks.

KEY FINANCIALS

Y/E 31 Mar FY18A FY19A FY20P FY21E FY22E
Net interest income 20,943 23,525 28,340 31,086 33,428
NIl growth (%) 5.0 12.3 20.5 9.7 7.5
Adj. net profit (Rs mn) 6,889 7,884 12,242 13,506 14,513
EPS (Rs) 82 9.4 14.6 16.0 17.2
P/E () 15.0 131 8.5 7.7 7.2
P/BV (x) 27 24 1.9 1.7 1.4
ROA (%) 5.0 49 59 54 54
ROE (%) 19.4 19.3 252 232 213

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Ticker/Price MGFL IN/Rs 123
Market cap US$ 1.4bn
Shares o/s 845mn
3MADV US$17.5mn
52wk high/low Rs195/Rs 74
Promoter/FPI/DIl  35%/39%/9%
Source: NSE
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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 April 2020, out of 91 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 57 have BUY ratings, 17 have ADD ratings, 9 are
rated REDUCE, 7 are rated SELL and 1is UNDER REVIEW. 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.: INZO00159332 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.

EQUITY RESEARCH 15 May 2020
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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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