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Midcaps — hunting for value amidst uncertainty

Maruti Suzuki | Target: Rs 6,500 | +5% | ADD
Weak Q1; upsides limited — downgrade to ADD

IDFC First Bank | Target: Rs 23 | -17% | SELL

High moratorium in corporate portfolio a risk — cut to SELL

Manappuram Finance | Target: Rs 195 | +7% | ADD

MFI and vehicle finance to see incremental stress — cut to ADD

Dr Reddy’s Labs | Target: Rs 4,640 | +8% | ADD
Good beat but ETR increase caps earnings upgrade — ADD

TVS Motor | Target: Rs 315| -22% | SELL

Rich valuations; maintain SELL

Yes Bank

Challenges galore — we drop coverage
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LARGE-CAP IDEAS

Company Rating Target
Bajaj Finance Buy 4,000
Cipla Buy 690
GAIL Buy 150
Petronet LNG Buy 305
Tech Mahindra Buy 780
MID-CAP IDEAS

Company Rating Target
Alkem Labs Buy 2,950
Chola Investment Buy 200
Laurus Labs Buy 630
Transport Corp Buy 240
Mahanagar Gas Sell 710
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SUMMARY
Market Strategy: Model Portfolio

The recent rally in broad market indices — reminiscent of a classic V-shaped
recovery — has been restricted to select stocks. Divergence in midcap index
performance vs. the Nifty has stretched to all-time highs. In our view, this
could be the right time to hunt for value in the small and midcap universe.

We introduce our Midcap Model Portfolio, with an intent to tap the rare

opportunity presented by the mispricing of various midcaps. At 14.3x one-year

forward P/E, the Nifty Midcap 50 is trading well below its long-term

average of 21x.

Click here for the full report.
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Maruti Suzuki

Maruti (MSIL) reported a disappointing Q1FY21. Though revenue was ahead of
estimates, operating inefficiencies led to negative EBITDA. MSIL derives
>40% of revenues from rural India. With strong farm sector growth and
relaunch of diesel variants in H2FY21, we expect the company to clock a run-
rate of ~150,000 units a month in FY22. We estimate a
revenue/EBITDA/PAT CAGR of 12%/15%/13% over FY20-FY23. Valuing the
stock at 26x Sep22E EPS, we maintain our TP at Rs 6,500. Downgrade from
BUY to ADD.

Click here for the full report.

IDFC First Bank

IDFC First Bank’s (IDFCFB) Q1FY21 PAT at Rs 0.9bn was aided by 38% YoY
growth in NI, stable non-interest income and lower opex QoQ. Unlike peers,
moratorium share reduced only marginally to 28% of loans (vs. 35% in Q4)
while wholesale share stayed high at 35%. GNPA declined to 2% and the
legacy stress book was stable at 3.3% of loans. Retailisation trends continued
with 26% YoY retail loan growth and retail deposit share rising to 57%. We cut
FY22 EPS15%; cut to SELL (from ADD) as exposure to riskier segments will
keep credit cost high.

Click here for the full report.

Manappuram Finance

Manappuram Finance’s (MGFL) gold AUM surged 33% YoY to Rs 1/7bn in
QI1FY21. Despite buoyant gold prices, MGFL prudently maintained LTV at
57% on the gold book. Lower opex fuelled 54% YoY growth in operating profit
to Rs 5.4bn. PAT increased 68% YoY to Rs 3.7bn aided by low credit cost of
~30bps. We decrease FY21-FY22 earnings by 3-6% and roll over to a Jun’21
TP of Rs 195 (vs. Rs 150). Downgrade from BUY to ADD given incremental

asset quality pressure in the MFl and vehicle financing businesses.

Click here for the full report.
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FIRST LIGHT

Dr Reddy’s Labs

Dr Reddy’s (DRRD) reported a Q1 EBITDA beat of 21% despite a marginal
surprise on sales. 2/3rd of the beat was led by product mix and productivity and
rest came from currency benefits. PSAl sales (+19% QoQ), ROW ex-
Russia/CIS (+40%) saw strong growth while India was weak and the US in line.
Gross margin at 56% is on higher side and may fluctuate in the 53-56% range
in coming quarters. PAT was a lower 9% beat due to higher ETR. Management
is confident of growth despite Covid. We roll to a new Sep’21 TP of Rs 4,640
(vs. Rs 4,210).

Click here for the full report.

TVS Motor

TVS Motor’s (TVSL) Q1FY21 revenue beat estimates at Rs 14.3bn. The
company suffered a net loss of Rs 1.4bn as against a Rs Tbn loss forecast.
Strong rural growth is expected to boost moped and motorcycle sales. Our
channel checks suggest 3W sales have been badly hit and recovery may take
longer than expected. We bake in a volume CAGR of 2% during FY20-FY23,
leading to a revenue, EBITDA and PAT CAGR of 5%, 6% and 5% respectively.
Maintain SELL with an unchanged Sep’21 TP of Rs 315, based on 24x P/E.

Click here for the full report.

Yes Bank

Yes Bank (YES) reported QTFY21 PAT of ~Rs 0.5bn on a 50% QoQ increase
in NlIl'and 78% QoQ decline in provisions. Loan book dropped 30% YoY. YES
has cumulative Covid-related provisions worth Rs 8.8bn (~0.5% of loans), but
management highlighted that pandemic disruptions could pose further risks to
asset quality and recoveries. We believe the multitude of challenges faced by
the bank on asset health, capital raising and leadership will stifle earnings
recovery. Given the rising uncertainty over fundamentals, we drop coverage on

the stock.

Click here for the full report.
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MODEL PORTFOLIO 29 July 2020

Midcaps - hunting for value amidst uncertainty

The recent rally in broad market indices — reminiscent of a classic V-shaped Rohit Ahuja | Harleen Manglani
recovery — has been restricted to select stocks. Divergence in midcap index research(@bobcaps.in
performance vs. the Nifty has stretched to all-time highs. In our view, this

could be the right time to hunt for value in the small and midcap universe. We

introduce our Midcap Model Portfolio, with an intent to tap the rare opportunity

presented by the mispricing of various midcaps. At 14.3x one-year forward

P/E, the Nifty Midcap 50 is trading well below its long-term average of 21x.

Most prominent, extended bear run since Jan’18: The bear run in the Nifty BMP-M50: TOP BETS
Midcap 50 (M50) Index is far more pronounced than that in the broader PO ST el Bl S B
market, given that its performance divergence versus the Nifty 50 has Plindustries Ashok Leyland
. . . , Aarti Industri TVS Mot

expanded to a historical high of ~55% (from Jan"18 levels). erineuenes oo

Gujarat State Petronet Mahanagar Gas
The M50 is currently trading at a P/E of ~14.3x one-year forward earnings, LT Inforech Mindtree

Laurus Labs Canara Bank

much below long-term average levels of ~21x. While the index is up 47% from oo BOBCAPS Aot
Mar’20 lows, it still has a lot of catching up to do in terms of multiples to qualify
as a sustained uptrend. Q1 and Q2FY21 earnings trends will be the primary

inflection point for multiples to either expand or remain sideways.

Focusing on V-shaped recovery: Midcap index recovery from Mar’20 lows was
driven by sectors that largely benefit from the pandemic — pharma, chemicals,
gold finance, IT and consumer. While these continue to form key overweights in

our BOBCAPS Midcap Model Portfolio (BMP-M50), we see value in some
auto ancillary (tyre, battery), building material, logistic and gas utility stocks.

Key picks: We follow a bottom-up approach towards stock picking, focusing on
companies with resilient earnings or scope for faster earnings recovery as the
economic lockdown eases. Additionally, most of our picks are a culmination of

fundamental inputs from our research team.

Pharma, agrochemicals, gas utilities and IT are our largest sector overweights,
carrying attributes of resilient earnings through the pandemic and an improved
fundamental outlook. Financials (mostly midsize banks) and autos (mostly
OEMs) remain our primary underweights. That said, we remain optimistic on

select NBFCs (gold and MSME financiers) that have delivered a robust

operating perFormance.
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ADD

LRSS MARUTI SUZUKI | Automobiles |29 July 2020

Weak Q1; upsides limited — downgrade to ADD

Maruti (MSIL) reported a disappointing Q1FY21. Though revenue was ahead of Mayur Milak | Nishant Chowhan, CFA
estimates, operating inefficiencies led to negative EBITDA. MSIL derives >407% research(@bobcaps.in
of revenues from rural India. With strong farm sector growth and relaunch of

diesel variants in H2FY21, we expect the company to clock a run-rate of ~150,000
units a month in FY22. We estimate a revenue/EBITDA/PAT CAGR of 12%/

15%/13% over FY20-FY23. Valuing the stock at 26x Sep’22E EPS, we
maintain our TP at Rs 6,500. Downgrade from BUY to ADD.

Disappointing Q1: Revenue declined 79% YoY to Rs 41bn (albeit ahead of Ticker/Price MSIL IN/Rs 6,185
estimates) but operating inefficiencies led to a negative EBITDA margin (-21%). Market cap US$ 25.0bn
Despite higher other income, MSIL reported its first ever loss at Rs 2.5bn. Shares ofs 302mn

3M ADV US$ 125.2mn

52wk high/low Rs 7,759/Rs 4,001

Key beneficiary of strong rural growth: Our interactions with various agri
Promoter/FPI/DIl  56%/21%/17%

marketplaces (‘mandis’) in Rajasthan, adjoining Neemuch (Madhya Pradesh),

and Uttar Pradesh suggest robust growth (>2x) in annual agricultural produce e e
led by higher cultivation. Since >407% of its domestic revenues come from rural
India, we believe MSIL will be a direct beneficiary of this strong growth. STOCK PERFORMANCE
(Rs) —— MSIL
Muted FY21 volume assumptions: Due to the current uncertainty, we assume 9,860
a volume decline of 18% YoY in FY21. Given expectations of a rising preference 324518
for personal mobility, rural pickup and relaunch of diesel variants in H2FY21, we 6.230
believe MSIL could retrace to a monthly run-rate of ~150,000 vehicle sales in 531%218 IIIIIIIIIIIII
FY22. We thus model for a volume CAGR of ~8% during FY20-FY23. SRR RQOOQ
ER SN N

Downgrade to ADD: We expect ROCE and ROE to improve to 12.4% and
13.1% respectively in FY22. Valuing MSIL at 26x one-year forward EPS, we
have a Sep’21 TP of Rs 6,500. Cut from BUY to ADD as upsides look capped.

Source: NSE

KEY FINANCIALS

Y/E 31 Mar FY19A FY20A FY21E FY22E FY23E
Total revenue (Rs mn) 860,203 756,106 651,773 945,676 1,046,863
EBITDA (Rs mn) 109,993 73,026 61,366 97,417 11,003
Adj. net profit (Rs mn) 91,700 56,506 41,906 70,037 81,125
Adj. EPS (Rs) 193.0 187.1 138.7 231.8 268.6
Adj. EPS growth (%) (8.9 (€R)) (25.8) 67.1 15.8
Adj. ROAE (%) 133 1.9 8.4 131 13.8
Adj. P/E () 32.0 331 44.6 26.7 23.0
EV/EBITDA (x) 16.9 254 30.2 191 16.8

Source: Company, BOBCAPS Research

EQUITY RESEARCH A
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SELL

IELSPER I AV |DFC FIRST BANK | Banking |29 July 2020

High moratorium in corporate portfolio a risk — cut to SELL

IDFC First Bank’s (IDFCFB) Q1FY21 PAT at Rs 0.9bn was aided by 38% Vikesh Mehta
YoY growth in NI, stable non-interest income and lower opex QoQ. Unlike research(@bobcaps.in
peers, moratorium share reduced only marginally to 287% of loans (vs. 35% in Q4)

while wholesale share stayed high at 35%. GNPA declined to 2% and the legacy

stress book was stable at 3.3% of loans. Retailisation trends continued with 26% YoY

retail loan growth and retail deposit share rising to 57%. We cut FY22 EPS 157%;

cut to SELL (from ADD) as exposure to riskier segments will keep credit cost high.

Moratorium share at 28%: IDFCFB’s loans under moratorium decreased to Ticker/Price IDFCFB IN/Rs 28
28% with retail loan share at 23%; wholesale portfolio share at 35% is high Market cap US$ 2.1bn
Shares o/s 5,672mn

compared to peers. The bank made additional Covid-related provisions of

3M ADV US$ 15.6mn
O,
Rs 3.8bn and has an overall buffer of Rs 6bn (0.6% of loans). GNPAs 52wk highlow RETIRT
declined to 2% as slippages were lower at Rs 0.7bn (vs. Rs 4.2bn in Q4) given Promoter/FPI/DIl  40%/11%/49%
the benefit of moratorium provided to customers, including the overdue Source: NSE

‘standstill’ accounts. PCR improved to ~75% (vs. 65% in Q4). The legacy stress
book was stable at Rs 32bn (3.3% of loans) but provisioning on the same

. o STOCK PERFORMANCE
improved to 52%.
(Rs) e [IDFCFB
Retail growth stays strong: Despite 26% YoY growth in retail assets, total /0
funded loan assets declined 8% as the wholesale portfolio dropped 28% (due to S0
a 24%/34% YoY fallin the corporate/infrastructure books). The share of retail 30
deposits swelled to 57% (vs. 52% in Q4) and CASA ratio improved to 34%. 10 J , .
CEQXPDX222299Q
Downgrade to SELL: We view IDFCFB’s shift towards retail assets and 385553855538 523
liabilities as a positive but high exposure to riskier segments will keep credit Source: NSE

costs elevated and return ratios subdued. We cut FY22 EPS estimates by ~15%
to factor higher credit costs and roll forward to a Sep’21 TP of Rs 23 (Rs 20
earlier). Cut to SELL.

KEY FINANCIALS

Y/E 31 Mar FY19A FY20A FY21E FY22E FY23E
Net interest income 31,991 56,353 59,671 68,406 78,280
NIl growth (%) 77.9 76.2 59 14.6 14.4
Adj. net profit (Rs mn) (19,442) (28,642) (955) 6,020 9,438
EPS (Rs) (4.8) (6.0) 0.2 11 17
P/E () (5.9) 4.7 (152.9) 26.2 16.7
P/BV () 0.7 0.9 09 0.9 0.9
ROA (%) (1.3) (1.8) 0.0 0.4 0.6
ROE (%) m.e) azmn (0.6) 34 52

Source: Company, BOBCAPS Research
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ADD MANAPPURAM
TP:Rs195 | A7%  NIINJNVel | NBFC |29 July 2020

MFI and vehicle finance to see incremental stress — cut to ADD

Manappuram Finance’s (MGFL) gold AUM surged 33% YoY to Rs 177bn in Shubhranshu Mishra
Q1FY21. Despite buoyant gold prices, MGFL prudently maintained LTV at 57% research(@bobcaps.in
on the gold book. Lower opex fuelled 54% YoY growth in operating profit to

Rs 5.4bn. PAT increased 68% YoY to Rs 3.7bn aided by low credit cost of

~30bps. We decrease FY21-FY22 earnings by 3-6% and roll over to a Jun’21

TP of Rs 195 (vs. Rs 150). Downgrade from BUY to ADD given incremental

asset quality pressure in the MFI and vehicle Financing businesses.

Better productivity fuels AUM growth: At Rs 177bn, MGFL’s gold loan AUM Ticker/Price MGFLIN/Rs 182
increased 33% YoY in QTFY21, continuing its growth streak for the tenth Market cap US$ 2.1bn
consecutive quarter. This was aided by 28% YoY growth in AUM per branch to Shares ofs 845mn

3M ADV US$ 21.6mn

Rs SOmn. MGFL prudently maintained 57% LTV on its gold portfolio. 52wk highlow R 195/Rs 74

Promoter/FPI/DIl  35%/38%/10%

Cost control bolsters operating profit: Spreads (calc.) on gold finance

decreased 20bps YoY to 18.6%, driven by yield compression of 70bps YoY to e E
28.2%. Opex decline of 15% YoY to Rs 2.5bn resulted in a lower expense ratio
of 5.7% (-=320bps YoY). Thus, operating profit grew 54% YoY to Rs 5.4bn. STOCK PERFORMANCE
(Rs) e MG F L
Credit costs to spike; MFI performance faces Covid-19 overhang: Credit costs 210
were contained at ~30bps of AUM in Q1, resulting in 68% YoY growth in PAT to 180
Rs 3.7bn. Asirvad MFI AUM grew 20% YoY to Rs SObn due to back-ended 128
disbursements. Management indicated that the MFI business would see a spike in 28
delinquencies post-lockdown as ~10% of its collection centres are not D r; TR 8 8 8
operational. Collections will take 4-6 months to scale up and hence management 3 8 é E“Ev 8 E ELE g 5 5}37
has taken Rs 750mn of Covid-19 provisions in Q1. At ~27% capital adequacy, Source: NSE

the MFI business remains well capitalised to absorb any increased provisioning

from event risks.

KEY FINANCIALS

Y/E 31 Mar FY19A FY20P FY21E FY22E FY23E
Net interest income 23,525 28,340 30,160 32,813 36,831
NIl growth (%) 12.3 20.5 6.4 8.8 12.2
Adj. net profit (Rs mn) 7,884 12,242 12,752 14,054 16,215
EPS (Rs) 94 14.6 151 16.6 19.2
P/E () 19.4 12.5 121 10.9 9.5
P/BV (x) 3.5 29 25 21 1.8
ROA (%) 49 59 5.1 5.1 54
ROE (%) 19.3 252 22.0 20.9 20.8

Source: Company, BOBCAPS Research
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ADD

TP: Rs 4,640 | A 8%

DR REDDY'S LABS

Good beat but ETR increase caps earnings upgrade - ADD

Dr Reddy’s (DRRD) reported a Q1 EBITDA beat of 21% despite a marginal
surprise on sales. 2/3" of the beat was led by product mix and productivity and
rest came from currency benefits. PSAl sales (+19% QoQ), ROW ex-Russia/CIS
(+407%) saw strong growth while India was weak and the US in line. Gross margin
at 567% is on higher side and may fluctuate in the 53-567% range in coming

quarters. PAT was a lower 9% beat due to higher ETR. Management is confident
of growth despite Covid. We roll to a new Sep’21 TP of Rs 4,640 (vs. Rs 4,210).

\ Pharmaceuticals

2} BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 29July 2020

Vivek Kumar
research(@bobcaps.in

PSAIl, ROW (ex-Russia/CIS) and Europe more than offset weak India and US
sales: DRRD saw strong volume traction (ex-India/US), largely offsetting the
price erosion impact. US sales declined 7% QoQ to US$ 234mn as pre-buying
normalised. DRRD launched six products in Q1 (incl. gZytiga, gColcrys) which
should scale up in coming quarters. India sales (with 20 days of Wockhardt
integration) were weak, declining 10% YoY. Offsetting this, was strong growth
for ROW (led by China), PSAIl (deferred sales from Q4) and Europe (led by
Germany, Spain). We retain our US sales estimate of US$ 1.1bn by FY22 (10%
CAGR over FY20, 5% ex-Copaxone, Nuvaring).

Adj. EBITDA beat at 16%: Gross margin rose 460bps QoQ to 56% despite
flat sales. About 70% of the gains were driven by product mix and productivity
improvement within PSAI, Europe and China; the rest was forex benefits. Our

interaction with DRRD suggests that ~100bps of mix-related margin tailwinds
could be non-recurring. Adj. EBITDA was a 16% beat (21% on reported EBITDA).

Earnings call takeaways: (1) CRL for Copaxone submitted while that for
gNuvaring is pending. (2) ETR revised upward to 25-27% for FY21 (from 22%).

(3) PSAl saw order book improvement across markets. (4) Wockhardt portfolio

to focus on full brand recognition via higher promotional spends.

KEY FINANCIALS

Y/E 31 Mar FY19A FY20A FY21E FY22E FY23E
Total revenue (Rs mn) 153,852 174,601 185,782 202,826 236,766
EBITDA (Rs mn) 31,333 40,942 42,473 47,502 59,572
Adj. net profit (Rs mn) 17,895 32,248 26,272 30,137 40,447
Adj. EPS (Rs) 107.8 194.3 158.3 181.5 2437
Adj. EPS growth (%) 90.3 80.2 (18.5) 14.7 34.2
Adj. ROAE (%) 13.8 231 171 16.9 19.3
Adj. P/E () 39.9 221 27.2 237 17.7
EV/EBITDA (x) 23.8 18.0 16.9 14.5 11

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Ticker/Price DRRD IN/Rs 4,302
Market cap US$ 9.6bn
Shares o/s 166mn
3MADV US$ 57.8mn
52wk high/low Rs 4,336/Rs 2,351
Promoter/FPI/DIl  27%/27%/18%
Source: NSE
STOCK PERFORMANCE
(Rs) e DRRD
4,340
3,830
3,320
2810
2,300
1,790 +~—+—7F—7""—"7"—"7"T"T"T"1—-"T1T""1
NN DONVOANDDNO OO
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Source: NSE
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SELL

TP: Rs 315 | W 22% | Vi J¥¥e} fo):! | Automobiles |29 July 2020

Rich valuations; maintain SELL

TVS Motor’s (TVSL) Q1FY21 revenue beat estimates at Rs 14.3bn. The Mayur Milak | Nishant Chowhan, CFA
company suffered a net loss of Rs 1.4bn as against a Rs 1bn loss forecast. research(@bobcaps.in

Strong rural growth is expected to boost moped and motorcycle sales. Our

channel checks suggest 3W sales have been badly hit and recovery may take

longer than expected. We bake in a volume CAGR of 2% during FY20-FY23,

leading to a revenue, EBITDA and PAT CAGR of 5%, 6% and 5% respectively.

Maintain SELL with an unchanged Sep’21 TP of Rs 315, based on 24x P/E.

Q1 results highlights: At Rs 14.3bn, revenue was down 68% YoY. TVSL sold Ticker/Price TVSLIN/Rs 403
~255k 2Ws, a decline of 70% YoY. 3Ws performed similarly, dropping 71% Market cap US$ 2.6bn
YoY. Average realisations increased 11% YoY led by BSVI upgrades. The Shares ofs 475mn

3MADV US$ 14.9mn
company reported a negative 3.4% EBITDA margin (vs. —1% expected). Net 52wk highflow Rs 504/Rs 240
loss was at Rs 1.4bn. Promoter/FPI/DIl  57%/11%/22%

Source: NSE
Motorcycles gaining due to rural growth; scooter and 3W sales struggling:
Strong rural growth is expected to boost moped and motorcycle sales. Our
channel checks suggest that besides CVs, sales in the 3W segment have been STOCK PERFORMANCE
the most affected by the Covid-19 crisis and recovery may take longer than (Rs) ——TVsL
expected. Scooters, being more of an urban product, also continue to witness ;:8
slowdown. We expect a volume CAGR of 2% in TVSL's 2W segment and 570
flattish growth in 3W sales during FY20-FY23. 460

350

Valuations expensive: We expect ROCE to reduce from 13% to 12% and ROE 0 E ': °£ °£ @ &0 9 9 9 9 8 8 g
to dip from 17% to ~15% over FY20-FY23. At CMP, the stock is trading at 28x 35553 §E&234 ﬁ% 5{3
FY23E EPS (32x FY22E) which looks rich. Our TP remains unchanged at Source: NSE

Rs 315 and is based on 24x Sep’22E EPS; maintain SELL.

KEY FINANCIALS

Y/E 31 Mar FY19A FY20A FY21E FY22E FY23E
Total revenue (Rs mn) 182,099 164,233 134,521 172,955 190,052
EBITDA (Rs mn) 14,333 13,459 9,715 14,602 16,136
Adj. net profit (Rs mn) 6,701 6,246 2,510 5,932 6,836
Adj. EPS (Rs) 14.1 12.5 5.3 12.5 14.4
Adj. EPS growth (%) 39 m.8) (57.6) 136.4 15.2
Adj. ROAE (%) 20.0 171 6.6 14.0 14.5
Adj. P/E () 285 323 76.3 323 28.0
EV/EBITDA (x) 13.4 14.3 19.4 13.0 12.0

Source: Company, BOBCAPS Research

EQUITY RESEARCH A



RESULT REVIEW /&3 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

COVERAGE DROP

YES BANK \ Banking \ 29 July 2020

Challenges galore — we drop coverage

Yes Bank (YES) reported Q1FY21 PAT of ~Rs 0.5bn on a 50% QoQ increase in Vikesh Mehta

NIl and 78% QoQ decline in provisions. Loan book dropped 30% YoY. YES has research(@bobcaps.in
cumulative Covid-related provisions worth Rs 8.8bn (~0.5% of loans), but

management highlighted that pandemic disruptions could pose further risks to

asset quality and recoveries. We believe the multitude of challenges faced by the

bank on asset health, capital raising and leadership will stifle earnings recovery.

Given the rising uncertainty over fundamentals, we drop coverage on the stock.

CET-1improves to 13.4% post capital raise: YES’s proforma CET-1/CRAR, Ticker/Price YES IN/Rs 12

including profits and the recent capital raise via FPO, improved to 13.4%/20%. Market cap US$2.0bn

The bank repaid Rs 250bn out of the Rs 500bn special liquidity facility availed Shares ofs 12,55Tmn
3MADV US$15.7mn

of from the RBI; the rest is expected to be repaid over the next 45 days. It has 52wk highflow Rs 96/Rs 6

also requested RBI approval for interest payment worth Rs 62mn on its upper Promoter/FPI/DIl - 0%/2%/98%

tier-2 bonds. Source: NSE

Corporate GNPA ratio at 27%: Headline GNPA ratio increased to 17.3% as the

loan book declined 30% YoY on sell-downs, repayments and a lack of fresh STOCK PERFORMANCE

disbursements. Management believes the 75% coverage ratio adequately (Rs) ——YES

provides for NPAs, but stated that the Covid-19 crisis casts uncertainty over 34318

asset quality and could delay recovery prospects. YES highlighted that its 250

moratorium share is in line with that of banks covered in RBI’s recent report. Zg

10

Dropping coverage: We believe the bank faces overwhelming challenges,

ranging from further deterioration in asset quality to calls for additional capital

raising and senior management exits once the lock-in on salaries expires. This Source: NSE

will keep earnings under pressure. We, therefore, drop coverage on the stock.

KEY FINANCIALS

Y/E 31 Mar FY19A FY20P FY21E FY22E FY23E
Net interest income 98,090 68,021 47,592 37,300 42,817
NIl growth (%) 26.8 (30.7) (30.0) 21.6) 14.8
Adj. net profit (Rs mn) 17,203 (164,219) (49,471) (10,523) (4,140)
EPS (Rs) 7.5 (30.6) 2.6 0.4 0.2
P/E () 1.6 0.4 4.4 279 (70.8)
P/BV () 0.1 0.7 1.5 1.6 1.6
ROA (%) 0.5 (@A) (2.0 (0.9 0.2
ROE (%) 6.5 (93.4) @40 5.6 23

Source: Company, BOBCAPS Research
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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 June 2020, out of 95 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 49 have BUY ratings, 23 have ADD ratings, 12 are
rated REDUCE, 10 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.
Obpinions 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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