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eClerx Services | Target: Rs 490 | -22% | SELL
Good show but repeat act unlikely — downgrade to SELL

Bajaj Auto | Target: Rs 3,560 | +13% | ADD

Strong operational performance

Tata Motors | Target: Rs 212 | +14% | ADD

Underwhelming Q3 print; outlook better on cost control efforts

Pidilite Industries | Target: Rs 1,325 | -13% | SELL
Margins surprise positively, CBP volumes disappoint

Transport Corp of India | Target: Rs 355 | +31% | BUY

Topline disappoints, margin resilient

Kotak Mahindra Bank | Target: Rs 1,875 | +15% | BUY

Promoter holding dispute resolved at last

IT Services

Coronavirus crisis hits global travel industry — likely risk for NITEC

TOP PICKS

LARGE-CAP IDEAS

Company Rating Target
Bajaj Finance Buy 5,200
Cipla Buy 570
Eicher Motors Buy 25,000
Petronet LNG Buy 400
Reliance Industries Buy 1,860
MID-CAP IDEAS

Company Rating Target
Alkem Labs Buy 2,290
Future Suppl Buy 680
Greenply Industries Buy 210
Laurus Labs Buy 480
Ashok Leyland Sell 68

SUMMARY

eClerx Services

A mix of favourable yet transient dynamics saw eClerx (ECLX) staging a
surprising operational beat in Q3FY20 (revenue up 3% QoQ), EBIT margin up
590bps). We do not expect a repeat performance anytime soon as
management has not only guided for a soft Q4 due to offshore weakness and
new project delays, but also reiterated a weak and volatile growth outlook. We
raise FY21/FY22 EPS by 4%/3% and roll to a Mar'21 TP of Rs 490 (Rs 450
earlier). Growth visibility remains poor — cut to SELL from REDUCE.

Click here for the full report.
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Bajaj Auto

Bajaj Auto’s (BJAUT) Q3 EBITDA rose 18% YoY led by 17.9% margins (seven-
quarter high) and beat estimates by ~10%. While the BS-VI cost push poses
near-term demand challenges for domestic 2Ws, BJAUT aims to gain share by
offering a higher value proposition in the commuter segment and filling product
gaps in the 125¢cc space. With a diversified mix and improving domestic
franchise, BJAUT is one of our preferred 2W plays. The Q3 beat drives a 2-3%
earnings upgrade for FY20-FY22. Maintain ADD with a revised Mar'21 TP of
Rs 3,560 (vs. Rs 3,470).

Click here for the full report.

Tata Motors

JLR’s Q3 EBIT margin at 3.3% was below estimates largely due to forex
headwinds. Heavy discounting on CVs weighed on India performance. With
Project Charge targets achieved, JLR plans to further cut costs/improve cash
flow by GBP 1.1bn by FY21. This should propel EBIT margins closer to the 4-
6% range over the next two years, although demand uncertainties persist in key

automotive markets. India business recovery is likely sometime away given the
tough MHCV demand climate. Maintain ADD with a revised SOTP-based TP
of Rs 212 (vs. Rs 220).

Click here for the full report.

Pidilite Industries

Pidilite Industries (PID1) reported below-expected Q3FY20 consolidated
revenue growth of 4% YoY — CBP volumes grew just 2% while industrial
volumes rose 13% YoY. Consolidated operating margins swelled 560bps YoY to
24% mainly due to lower RM prices, aiding in-line EBITDA/PBT growth of
36%/38% YoY. Management expects margins to remain steady in light of
benign near-term RM prices, but continues to find demand conditions
challenging. We roll forward to a Mar'21 TP of Rs 1,325 (from Rs 1,215) and
maintain SELL.

Click here for the full report.
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FIRST LIGHT

Transport Corp of India

Transport Corp’s (TRPC) consolidated Q3FY20 revenue (-0.6% YoY) was a
miss due to lower SCS (-6.8%) and seaways (~1.3%) revenue, while freight
grew at a decent clip (+4.5%). EBITDA margin (9.2%, +60bps YoY) beat
estimates, yielding broadly in-line EBITDA (+6% YoY). While we remain
cautious on prospects over the next 1-2 quarters, management anticipates
some uptick in demand and hence a better Q4. We cut FY20-FY22 EBITDA
estimates by 3-5% and move to a Mar'’21 TP of Rs 355 (vs. Rs 365).

Click here for the full report.

Kotak Mahindra Bank

KMB has received in-principle approval from RBI to cap its promoters’ voting
rights in the bank from ~30% currently to 20% of paid-up voting equity share
capital (PUVESC) until Mar'’20, and thereafter reduce this to 15%. Promoter
shareholding needs to be lowered to 26% (30% currently) within six months of

receiving final RBI approval.

Click here for the full report.

IT Services

The coronavirus outbreak in China is expected to exact a heavy toll on the
global travel, transport and hospitality (TTH) industry. Revenue losses are likely
to be higher than the 2003 SARS epidemic considering the tremendous rise in
China’s global economic significance. Despite the transient impact on business,
we believe Indian IT vendors with significant exposure to the TTH industry
could be at risk of client budget cuts — NIIT Tech looks the most vulnerable as

nearly a third of its revenue comes from the travel & transportation vertical.

Click here for the full report.
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RESULT REVIEW

SELL

LSRN 27228 ECLERX SERVICES | IT Services

Good show but repeat act unlikely — downgrade to SELL

A mix of favourable yet transient dynamics saw eClerx (ECLX) staging a
surprising operational beat in Q3FY20 (revenue up 3% QoQ, EBIT margin
up 590bps). We do not expect a repeat performance anytime soon as
management has not only guided for a soft Q4 due to offshore weakness and
new project delays, but also reiterated a weak and volatile growth outlook. We
raise FY21/FY22 EPS by 4%/3% and roll to a Mar'’21 TP of Rs 490 (Rs 450
earlier). Growth visibility remains poor — cut to SELL from REDUCE.
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Ruchi Burde
research(@bobcaps.in

Surprisingly good quarter...: ECLX reported a beat on both revenue and
operating margins in Q3. Revenue at US$ 51.8mn increased 3.4% QoQ
alongside 22.8% EBIT margins (+590bps QoQ). EBIT at Rs 856mn (+42%
QoQ), +56% YoY) was 47% ahead of our estimate.

...led by favourable but transitory factors: A convergence of unexpected
revenue flows and other one-offs helped the company stage a surprise in Q3 -
these included (1) project delays and thus below-expected calendar year-end
roll-offs (likely adverse spillover effect in Q4), (2) milestone revenue accrual in
fixed price engagements, (3) short-term project revenue in CLX business, and

(4) upward rate revisions for full time employees (FTE) at select large clients.

Repeat show unlikely in near term: Management has guided for a soft
Q4FY20 due to continued pressure in the offshore business and delays in new
project ramp-up. ECLX further indicated a weak and volatile outlook, with

muted commentary on business prospects from the top 10 clients.

Cut to SELL: Changing business dynamics over the last three years have
structurally impaired the company’s profit and growth profile. Even though
margins appear to be bottoming out, growth visibility looks cloudy. SELL.

KEY FINANCIALS

Y/E 31 Mar FY18A FY19A FY20E FY21E FY22E
Total revenue (Rs mn) 13,651 14,305 14,481 15,934 17,997
EBITDA (Rs mn) 3,668 3,092 3,365 3,665 4129
Adj. net profit (Rs mn) 2,887 2,283 2,080 2,337 2,573
Adj. EPS (Rs) 74.5 60.1 553 62.1 68.3
Adj. EPS growth (%) 15.7) (19.4) (8.0) 12.3 101
Adj. ROAE (%) 239 20.2 19.0 19.8 201
Adj. P/E () 84 10.4 1.3 101 9.2
EV/EBITDA (x) 55 6.3 6.0 5.6 4.8

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Ticker/Price ECLXIN/Rs 626
Market cap US$ 329.8mn
Shares o/s 38mn

3M ADV US$ 1.1mn

52wk high/low Rs1,175/Rs 388
Promoter/FPI/DIl  50%/25%/25%

Source: NSE

STOCK PERFORMANCE

(Rs) ———ECLX

1,620
1,370
1,120
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370

Source: NSE
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ADD

TP: Rs 3,560 | A 13% E:YNINF\Tife | Automobiles

Strong operational performance

Bajaj Auto’s (BJAUT) Q3 EBITDA rose 18% YoY led by 17.9% margins (seven-
quarter high) and beat estimates by ~10%. While the BS-VI cost push poses near-
term demand challenges for domestic 2W's, BJAUT aims to gain share by offering
a higher value proposition in the commuter segment and filling product gaps in
the 125cc space. With a diversified mix and improving domestic franchise, BJAUT
is one of our preferred 2W plays. The Q3 beat drives a 2-3% earnings upgrade for

FY20-FY22. Maintain ADD with a revised Mar'’21 TP of Rs 3,560 (vs. Rs 3,470).

2} BOBCAPS

TRUST | INNOVATION | EXCELLENCE

30 January 2020

Navin Matta | Nishant Chowhan, CFA
research(@bobcaps.in

Strong margin-led beat: Topline growth of 3% YoY was slightly below estimates
on account of the mix effect and consumer engagement schemes being classed
as costs and deducted directly from revenues. EBITDA at Rs 13.6bn (+18% YoY)
beat estimates by ~10%. EBITDA margin at 17.9% (+230bps YoY, +130bps
QoQ) was at a seven-quarter high led by gross margin improvement. A richer
variant mix within commuter brands, ~1% QoQ improvement in USD/INR

realisation on exports and benign commaodity costs aided margin expansion.

Near-term 2W demand outlook clouded but market share focus intact:
BJAUT clarified that the recent BS-VI launches for the CT/Platina brands
carry its indigenous solution (electronic injection system). While the cost rise
on these models is large at 13-22%, they come with additional features to
improve the overall value proposition. With these initiatives and an aim to beef
up its presence in the 125cc segment, the company remains focused on
improving market share. However, management did acknowledge that demand

could be subdued for a few quarters given the large regulatory-led cost push.

Maintain ADD: Strong Q3 margins drive a 2-3% increase in our FY20-FY22
earnings estimates. Valuations at 1/x FY21E P/E are in line with the past 5Y
average and look sustainable. Our TP of Rs 3,560 is set at 17x FY22E EPS.

KEY FINANCIALS

Y/E 31 Mar FY18A FY19A FY20E FY21E FY22E
Total revenue (Rs mn) 251,649 302,500 310,985 345,750 375,891
EBITDA (Rs mn) 47,834 49,820 51,995 55,833 61,876
Adj. net profit (Rs mn) 40,921 44187 50,398 54,750 60,596
Adj. EPS (Rs) 1414 153.3 174.2 189.2 2094
Adj. EPS growth (%) 6.9 8.4 13.6 8.6 10.7
Adj. ROAE (%) 221 212 213 20.6 204
Adj. P/E () 223 20.5 18.1 16.6 15.0
EV/EBITDA (x) 16.6 15.2 14.1 12.7 1.0

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Ticker/Price BJAUT IN/Rs 3,146
Market cap US$12.7bn

Shares o/s 289mn

3M ADV US$ 16.8mn

52wk high/low Rs 3,289/Rs 2,442
Promoter/FPI/DIl  54%/14%/9%

Source: NSE

STOCK PERFORMANCE

(Rs) ———BJAUT
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ADD

LEAEVAPRIEN 2V TATA MOTORS | Automobiles

Underwhelming Q3 print; outlook better on cost control efforts

JLR’s Q3 EBIT margin at 3.3% was below estimates largely due to forex headwinds.

Heavy discounting on CVs weighed on India performance. With Project Charge
targets achieved, JLR plans to further cut costs/improve cash flow by GBP 1.1bn
by FY21. This should propel EBIT margins closer to the 4-6% range over the next
two years, although demand uncertainties persist in key automotive markets.

India business recovery is likely sometime away given the tough MHCYV demand
climate. Maintain ADD with a revised SOTP-based TP of Rs 212 (vs. Rs 220).

2} BOBCAPS
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Navin Matta | Nishant Chowhan, CFA
research(@bobcaps.in

JLR’s operational performance below expectations: JLR’s topline growth at 3%
YoY was largely in line with estimates but EBITDA margins at 10.8% fell short.
The absence of structural savings, forex (~150bps) and commodity cost
(~50bps) headwinds, and higher variable marketing expense (~30bps) led to a
150bps QoQ drop in EBIT margin to 3.3%. Contrary to our expectations, FCF
profile was weak (~£144mn) as working capital remained a drag. JLR has
initiated another GBP 1.1bn cost rationalisation plan spread over 15 months

which could potentially drive EBIT margins towards ~4-6% over FY22-FY23.

High discounting in CVs hurt India business: The CV segment witnessed
increased pressure and higher discounting dragged down ASP by 11% YoY.
Below-expected topline growth (=33% YoY) led to a sharp miss at the
operational level. Despite cost control efforts and MHCV market share focus,
the sharp cost push for BS-VI changeover and overhang from excess system
capacity is likely to weigh on MHCV industry volume outlook. New launches
should aid PV business recovery but this is unlikely to be a big contributor.

Maintain ADD: JLR’s aggressive cost control efforts should aid EBIT margin
recovery and drive a strong earnings rebound off a low base. We cut FY20 EPS
by 9% to reflect the Q3 miss but largely maintain FY21-FY22 estimates.

KEY FINANCIALS

Y/E 31 Mar FY18A FY19A FY20E FY21E FY22E
Total revenue (Rs mn) 2946192 3019384 2820710 3,059,840 3,358,310
EBITDA (Rs mn) 373,480 297,948 324,975 382,334 469,702
Adj. net profit (Rs mn) 71,091 9,721) 14,342 36,973 82,432
Adj. EPS (Rs) 209 2.9 4.0 9.7 215
Adj. EPS growth (%) 6.5 13.7) (239.3) 1422 1229
Adj. ROAE (%) 9.3 a.2) 2.2 51 10.1
Adj. P/E (0 8.9 (65.0) 46.7 193 8.6
EV/EBITDA (x) 29 3.9 4.0 3.8 3.2

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Ticker/Price TTMT IN/Rs 186
Market cap US$ 9.4bn
Shares o/s 3,598mn

3M ADV US$ 88.2mn

52wk high/low Rs 239/Rs 106
Promoter/FPI/DIl - 38%/19%/8%

Source: NSE

STOCK PERFORMANCE

(Rs) e TTMT

550
460
370
280
190
100

Source: NSE

Click here for our Sector Report
‘Mixed signals — prefer PVs, 2Ws’
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RESULT REVIEW

SELL

TP: Rs 1,325 | v 13%

PIDILITE INDUSTRIES

Margins surprise positively, CBP volumes disappoint

Pidilite Industries (PIDI) reported below-expected Q3FY20 consolidated
revenue growth of 4% YoY — CBP volumes grew just 2% while industrial volumes
rose 13% YoY. Consolidated operating margins swelled 560bps YoY to 247%
mainly due to lower RM prices, aiding in-line EBITDA/PBT growth of 36%/38%
YoY. Management expects margins to remain steady in light of benign near-

term RM prices, but continues to find demand conditions challenging. We roll

forward to a Mar’21 TP of Rs 1,325 (from Rs 1,215) and maintain SELL.

| Construction Materials |

2} BOBCAPS
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30 January 2020

Arun Baid
research(@bobcaps.in

CBP volume growth below estimates: PIDI’s consolidated Q3 revenue grew
4.3% YoY to Rs 19.3bn, with 10% YoY CC growth in overseas subsidiaries.
Standalone revenue increased 4.7% YoY to Rs 16.6bn with subdued 2.9%
volume growth (2.3% in the consumer & bazaar (CBP) segment and 12.6% in
the industrial segment). The industrial segment did better on the back of higher
exports. Management pointed to tough demand conditions in CBP but is
hopeful of recovery in FY21.

Operating margins expand 560bps: Consolidated gross margins expanded
660bps YoY due to lower raw material cost, resulting in consolidated operating
margins increasing 560bps YoY to 24% despite higher employee expenses
(+96bps). Consequently, EBITDA/PBT grew 36%/38% YoY for the quarter.
Management expects gross margins to hold at current levels in Q4 as raw

material prices remain benign.

Maintain SELL on expensive valuations: PIDI’s margins beat estimates though
CBP volume growth was disappointing. We increase our FY20-FY22 PAT
estimates by 2-4% and roll forward to a revised Mar'21 TP of Rs 1,325.
Maintain SELL given that valuations at 46x FY22E P/E are rich, especially amid

the weak demand climate.

KEY FINANCIALS

Y/E 31 Mar FY18A FY19A FY20E FY21E FY22E
Total revenue (Rs mn) 60,324 70,787 75,826 87,040 99,434
EBITDA (Rs mn) 13,412 13,682 16,757 19,497 22,373
Adj. net profit (Rs mn) 9,159 8,901 12,630 14,466 16,778
Adj. EPS (Rs) 18.0 175 24.9 28.5 33.0
Adj. EPS growth (%) 7.5 29 419 14.5 16.0
Adj. ROAE (%) 26.0 231 281 27.6 27.5
Adj. P/E () 84.3 86.8 61.2 534 46.0
EV/EBITDA (x) 57.6 56.4 46.1 39.5 343

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Ticker/Price PIDI'IN/Rs 1,521
Market cap US$10.8bn
Shares o/s 508mn
3MADV US$ 11.1mn
52wk high/low Rs1,545/Rs 1,046
Promoter/FPI/DIl - 70%/11%/19%
Source: NSE
STOCK PERFORMANCE
(Rs) ——PIDI
1,570
1,380
1,190
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810
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Source: NSE



RESULT REVIEW

BUY TRANSPORT CORP OF

INDIA

TP: Rs 355 | A 31%

\ Logistics

Topline disappoints, margin resilient

Transport Corp’s (TRPC) consolidated Q3FY20 revenue (-0.6% YoY) was a
miss due to lower SCS (-6.8%) and seaways (~1.3%) revenue, while freight
grew at a decent clip (+4.5%). EBITDA margin (9.2%, +60bps YoY) beat
estimates, yielding broadly in-line EBITDA (+6% YoY). While we remain
cautious on prospects over the next 1-2 quarters, management anticipates
some uptick in demand and hence a better Q4. We cut FY20-FY22 EBITDA
estimates by 3-5% and move to a Mar’21 TP of Rs 355 (vs. Rs 365).

Sayan

2} BOBCAPS
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Das Sharma

research(@bobcaps.in

Seaways - revenue disappoints, margin surprises: Despite the addition of a ship
(28,500dwt), seaways revenue dipped 1% YoY amidst subdued freight availability
and intense competition, especially on the west coast. TRPC only pursued
profitable business opportunities, which restricted growth but yielded a 410bps
rise in segmental EBIT margin. The company’s ability to effectively pass on the

rise in fuel costs post IMO implementation will be a key monitorable in Q4.

Freight steady, SCS sluggish: Freight revenue and EBIT grew at a healthy 4.5%
and 16% YoY respectively, led mainly by market share gains in the LTL segment.
Supply chain (SCS) revenue/EBIT declined 7%/15% YoY due to a slowdown in
the key auto vertical. Q4 is likely to be better for both segments as management

anticipates a pickup in business sentiment and uptick in auto production logistics.

EBITDA margin resilient: Higher freight and seaways profitability catalysed
60bps expansion in EBITDA margin. A lower share of profit from the Transystem
WV (=77% YoY) - stemming from plummeting volumes of the anchor customer

— dented PBT growth (=16.4% YoY). PAT rose 3.2% YoY aided by lower taxes.

Reiterate BUY: We cut FY20-FY22 revenue and EBITDA by 4-7% and 3-5%
respectively, leading to a revised SOTP-based Mar'21 TP of Rs 355 (vs. Rs 365).

KEY FINANCIALS

Y/E 31 Mar FY18A FY19A FY20E FY21E FY22E
Total revenue (Rs mn) 23,499 27,536 28,323 31,949 37,167
EBITDA (Rs mn) 2,165 2,495 2,671 3,148 3,746
Adj. net profit (Rs mn) 1,238 1,460 1,603 1,853 2,263
Adj. EPS (Rs) 16.2 19.0 209 24.2 29.5
Adj. EPS growth (%) 52.4 17.7 9.8 15.6 221
Adj. ROAE (%) 17.6 177 16.7 16.6 17.6
Adj. P/E () 16.8 14.3 13.0 1n.2 9.2
EV/EBITDA (x) 1 9.9 94 8.0 6.5

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Ticker/Price TRPC IN/Rs 272
Market cap US$ 291.0mn
Shares o/s 77mn
3M ADV US$ 0.1mn
52wk high/low Rs 328/Rs 250
Promoter/FPI/DIl  67%/2%/10%
Source: NSE
STOCK PERFORMANCE
(Rs) e TRPC
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FLASH NOTE

BUY KOTAK MAHINDRA

BANK |

TP: Rs 1,875 | A 15%

Banking

Promoter holding dispute resolved at last

KMB and RBI reach an agreement: KMB has received in-principle approval
from RBI to cap its promoters’ voting rights in the bank from ~30% currently
to 20% of paid-up voting equity share capital (PUVESC) until Mar’20, and
thereafter reduce this to 15%. Promoter shareholding needs to be lowered to

26% (30% currently) within six months of receiving final RBI approval.

Overhang ceases: KMB and RBI’s ongoing legal tussle coupled with the lack of
clarity on promoter stake treatment was an overhang on the stock given the
potential risk of aggressive dilution or M&A that KMB may have felt compelled

to take. This overhang now ceases and is sentimentally positive for the stock.

Maintain BUY: We like KMB for its strong liability profile and sound asset

quality — both key drivers for a sustained valuation premium. Maintain BUY
with an SOTP-based TP of Rs 1,875.

RBI'S IN-PRINCIPLE APPROVAL FOR PROMOTER STAKE TREATMENT

Particulars

" Promoters’ voting rights in the bank:
- to be capped to 20% of PUVESC until 31 Mar 2020, and
- 15% of PUVESC from 1 Apr 2020 onwards

" Promoters’ shareholding in the bank:

- to be reduced to 26% of PUVESC within six months from the date of final
RBI approval

- promoters will not purchase any further paid-up voting equity shares of the

bank till their shareholding reaches 15% of PUVESC

- promoters will be entitled to purchase paid-up voting equity shares of the

bank up to 15% of PUVESC and exercise voting rights on such shares

/&3 BOBCAPS

\ 30 January 2020

Vikesh Mehta

research(@bobcaps.in

TRUST | INNOVATION | EXCELLENCE

Ticker/Price KMB IN/Rs 1,628
Market cap US$ 43.5bn
Shares of/s 1,910mn
3MADV US$ 58.3mn
52wk high/low Rs1,735/Rs 1,210
Promoter/FPI/DIl  30%/40%/30%
Source: NSE

KEY FINANCIALS

Y/E 31 Mar FY20E FY21E FY22E
Net interest incorne 133258 160,501 196,487
NIl growth (%) 18357 2,0444 22421
Adj. net profit (Rs mn) 61,842 77531 97,975
EPS (Rs) 324 40.6 513
P/E () 50.3 401 317
P/BV (x) 6.4 5.6 4.8
ROA (%) 19 2.1 2.2
ROE (%) 13.6 14.9 16.3

Source: Company, BOBCAPS Research

STOCK PERFORMANCE

Source: Company

EQUITY RESEARCH

(Rs)
1,770
1,560
1,350
1,140
930
720

e KMB

Source: NSE

Click here for our last detailed report
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IT SERVICES 30 January 2020

Coronavirus crisis hits global travel industry - likely risk for NITEC

The coronavirus outbreak in China is expected to exact a heavy toll on the global Ruchi Burde
travel, transport and hospitality (TTH) industry. Revenue losses are likely to be research(@bobcaps.in
higher than the 2003 SARS epidemic considering the tremendous rise in

China’s global economic significance. Despite the transient impact on business,

we believe Indian IT vendors with significant exposure to the TTH industry

could be at risk of client budget cuts — NIIT Tech looks the most vulnerable as

nearly a third of its revenue comes from the travel & transportation vertical.

Coronavirus outbreak triggers suspension of flights: In response to the current RECOMMENDATION SNAPSHOT

virus epidemic that originated in China, airlines across the globe have moved to Ticker Price Target Rating
ground flights to and from the country. Between 23 and 29 January, over TCSIN 2155 2390 ADD
. . . . INFO IN 790 840 ADD
6,600 flights or 9% of total flights in and out of China were cancelled. As many
- . . WPRO IN 247 240  SELL
as 16 airlines have already suspended China operations and 2 have announced
' ' ' ' HCLT IN 609 690 BUY
operational ramp-down (Fig 2). This portends sizeable revenue losses for the
) TECHM IN 803 740  REDUCE
global TTH industry. LTI IN 1958 2230 BUY
e . . MPHL IN 932 1,020 ADD
Global aviation industry lost 3% of business to SARS in 2003: In 2003, when
' ' ' ' ' MTCL IN 887 780 SELL
China was at the epicenter of the SARS outbreak, Asia Pacific carriers had to
. . AR . HEXW IN 355 410 ADD
cut back more than a third of capacity and the global aviation industry lost ~3% PSYS IN 608 650 REDUCE
of business (~US$ 10bn), as per IATA (International Air Transport Association). NITEC IN 1941 1800  SELL
ECLXIN 662 450 REDUCE

Risk of higher losses this time round: As per IATA, international traffic in and
out of China has leapfrogged ten-fold between 2003 and 2019. At present,

Price & Target in Rupees

China accounts for sizeable business share of large global airlines and hospitality
players. The country represents 6% of rooms for Hilton Worldwide and 8.5%
for Marriott International, besides 7% and 6% of revenues for US-based United
Airlines and Air Canada respectively.

IT budgets at risk - NITEC most vulnerable: Despite the transient nature of
such business losses, we believe technology budget allocations could come under
pressure. Among our coverage, NIIT Tech (NITEC) has the highest exposure to
the travel and transportation vertical, predominately airlines and airports (29% of
revenues in Q3FY20), followed by Mindtree (MTCL) (Fig 1. In our view, NITEC
has an unenviable combination of expensive valuations (21.4x/18.4x FY21E/
FY22E P/E) and likely growth risk due to its vertical exposure —reiterate SELL
with an unchanged Mar’21 TP of Rs 1,800, set at 17x FY22E P/E.
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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 31 December 2019, out of 83 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 50 have BUY ratings, 18 are rated ADD, 9 are
rated REDUCE and 6 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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