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SUMMARY

Bharat Petroleum Corp
BPCL reported a Q4FY20 EBITDA loss of Rs 6.2bn owing to inventory/forex
losses of Rs 49bn/Rs 121bn. Adj. GRMs outperformed at US$ 7.2/bbl (exinventory loss) while adj. marketing segment EBITDA – inferred after factoring
in GRM data – was in line at Rs 21bn. We cut FY21/FY22 earnings by ~17%
each on higher interest costs due to a surge in working capital. Our Mar’21 TP
remains unchanged at Rs 470. BPCL’s fundamentals could see a sharp revival
from Q2FY21. Reiterate BUY on attractive valuations.
Click here for the full report.

Aurobindo Pharma
Revenue/EBITDA beat estimates by 2%/9% led by strong sales (ex-US) and
gross margin expansion. Injectable sales fell QoQ but should recover Q1
onwards. Net debt has reduced further by US$ 84mn (~US$ 350mn in
FY20). Management sees limited impact from Covid-19 in FY21 and believes
overall US momentum and gross margins of 58-59% would sustain. FDA
inspection of Unit 7 and Eugia are key near-term events. We increase
FY21/FY22 EPS by 11-17%. Retain BUY with a revised Mar’21 TP of Rs 900
based on 10x EV/EBITDA (7x earlier).
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.
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Lupin
Lupin (LPC) and partner Mylan have secured centralised marketing approval
for Nepexto (biosimilar Etanercept) for European markets. This features
among the key product catalysts for LPC and forms part of our FY21
estimates. LPC expects to launch Nepexto in H2CY20. The addressable
market size of the Enbrel brand (Etanercept) for Europe is estimated at
~US$ 1.5bn (2019). So far, two biosimilars have already been approved:
Biogen (2016) and Sandoz (2017). LPC will be the third player to enter this
market. With low probability of early follow-on competition in EU markets, this
could be a good limited competition opportunity for LPC for the next 12-18
months at least, in our view. Our model assumes roughly US$ 40mn in
annualised sales potential for the company.
Click here for the full report.

Transport Corp of India
Transport Corp’s (TRPC) Q4FY20 consolidated revenue/EBITDA declined
10%/ 26% YoY, in line with our estimates. Movement restrictions imposed in
late-March had a ~Rs 1bn impact on the Q4 topline, per management, and are
likely to exact a heavier toll in Q1FY21. Notwithstanding near-term hurdles, we
expect TRPC to benefit from (1) the shift towards alternate modes of transport
(rail, shipping), (2) its unparallel multi-modal capabilities, and (3) rising logistics
outsourcing. We lower our TP to Rs 240 (vs. Rs 255) as we prune FY21-FY22
EPS 5-6%.
Click here for the full report.
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Inventory losses sink earnings
BPCL reported a Q4FY20 EBITDA loss of Rs 6.2bn owing to inventory/forex
losses of Rs 49bn/Rs 121bn. Adj. GRMs outperformed at US$ 7.2/bbl (exinventory loss) while adj. marketing segment EBITDA – inferred after
factoring in GRM data – was in line at Rs 21bn. We cut FY21/FY22 earnings
by ~17% each on higher interest costs due to a surge in working capital. Our
Mar’21 TP remains unchanged at Rs 470. BPCL’s fundamentals could see a
sharp revival from Q2FY21. Reiterate BUY on attractive valuations.

Rohit Ahuja | Harleen Manglani
research@bobcaps.in

GRMs outperform: BPCL’s GRMs came in ahead of expectations at
US$ 7.2/bbl (ex-inventory loss of US$ 6.4/bbl), beating the Singapore
benchmark. This was driven by US$ 5-7/bbl of discounts on the Middle East
crude purchase portfolio (~60% of total crude purchase) received in FebMar’20. Most of the inventory losses could be reversed in Q1FY21 considering
the recent rally in oil prices. While benchmark global GRMs remain muted,
margins for BPCL (and other OMC peers) may continue to outperform given
repeat discounts on crude in the Apr-May’20 period.

Ticker/Price
Market cap
Shares o/s
3M ADV
52wk high/low
Promoter/FPI/DII

Marketing business earnings muted: Q4 marketing business earnings (implied
from GRM data) were muted at Rs 21bn (~Rs 1,890/mt, ex-Rs 19bn of
inventory loss). Recent hikes in excise duties and the surge in oil price have
reversed the extraordinarily high margins seen in Apr-May’20. Sale volumes
were in line at 10.73mmt (–5.5% YoY vs. –3.1% for industry), with market
share losses in diesel and other industrial products. Margin trends are in line
with our FY21/FY22 estimates.

(Rs)
590
520
450
380
310
240

Source: NSE
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BPCL

Source: NSE

Maintain BUY: At 7.4x FY22E EBITDA, BPCL’s valuations remain at a premium
to OMC peers, but the stock looks lucrative given potential cash proceeds from
divestment of Numaligarh Refinery (Rs 15bn PAT in FY20) in Dec’20E.
KEY FINANCIALS
Y/E 31 Mar
Total revenue (Rs mn)

FY18A

FY19A

FY20P

FY21E

FY22E

2,357,698

2,982,256

2,845,719

2,162,306

2,623,385

EBITDA (Rs mn)

151,727

151,122

83,490

141,962

157,886

Adj. net profit (Rs mn)

97,919

85,278

34,851

88,533

92,917

49.8

43.4

17.7

45.0

47.2

3.0

(12.9)

(59.1)

154.0

5.0

29.0

21.8

8.8

22.8

22.5

Adj. EPS (Rs)
Adj. EPS growth (%)
Adj. ROAE (%)
Adj. P/E (x)

7.2

8.2

20.2

7.9

7.6

EV/EBITDA (x)

6.4

7.0

13.1

8.5

8.6

Source: Company, BOBCAPS Research
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BPCL IN/Rs 357
US$ 9.3bn
1,967mn
US$ 45.4mn
Rs 549/Rs 252
53%/12%/35%
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AUROBINDO PHARMA

| Pharmaceuticals

| 04 June 2020

Strong Q4; upside risk to EPS can support higher multiple
Revenue/EBITDA beat estimates by 2%/9% led by strong sales (ex-US) and gross
margin expansion. Injectable sales fell QoQ but should recover Q1 onwards. Net
debt has reduced further by US$ 84mn (~US$ 350mn in FY20). Management
sees limited impact from Covid-19 in FY21 and believes overall US momentum
and gross margins of 58-59% would sustain. FDA inspection of Unit 7 and Eugia
are key near-term events. We increase FY21/FY22 EPS by 11-17%. Retain BUY
with a revised Mar’21 TP of Rs 900 based on 10x EV/EBITDA (7x earlier).

Vivek Kumar
research@bobcaps.in

Strong sales ex-US, sharp uptick in gross margins – key positives: While
headline US sales were in line at US$ 415mn (flat QoQ), adjusting for lower
injectable sales, oral solid dosage business increased 4-5% driven by baseline
products. EU and EM (up 26-30% YoY) were a beat partly due to pre-buying.
EBITDA margin expanded to 21.8% as gross margin stood strong at 59%, up
285bps QoQ (product mix, forex benefit, lower RM cost). Injectable sales fell
21% QoQ to US$ 59mn due to fewer surgeries and Ertapenem competition.

Ticker/Price
Market cap
Shares o/s
3M ADV
52wk high/low
Promoter/FPI/DII

Outlook intact: US sales should see decent growth in FY21 led by volume uptick
in existing products and 50 (incl. injectable) launches excluding affected units.
Next 2-3 years, company expect 50 filings annually with Gross margin of 5859% in FY21. Net debt-free target revised to FY22 (from FY23). Demerged
Biologics entity should start reflecting revenues from FY22. CAPA for Unit 7
was submitted yesterday and expect desktop reviews for Units 1, 9 and 11.

STOCK PERFORMANCE

KEY FINANCIALS
Y/E 31 Mar
Total revenue (Rs mn)

FY18A

FY19A

FY20P

FY21E

FY22E

164,630

195,634

230,986

247,942

258,193

EBITDA (Rs mn)

37,718

39,519

48,640

50,916

53,049

Adj. net profit (Rs mn)

24,227

24,126

28,911

29,966

31,173

41.3

41.2

49.3

51.1

53.2

Adj. EPS growth (%)

5.3

(0.4)

19.8

3.7

4.0

Adj. ROAE (%)

23.1

18.8

18.7

16.4

14.8

Adj. P/E (x)

18.4

18.4

15.4

14.8

14.3

EV/EBITDA (x)

12.7

12.1

10.0

9.5

8.8

Adj. EPS (Rs)

Source: Company, BOBCAPS Research
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(Rs)
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510
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Premium sustainable – BUY: Stock valuation has expanded ~50 % in last 2 months
after Sandoz deal called-off (see our Apr’20 Upgrade to BUY report) and is now
trading at 9x FY21E EBITDA (5Y band of 5-12x), ~20% above global peers. Strong
US pipeline execution, wider portfolio and nimble supply chain can drive further
upsides to our EPS, supporting a higher valuation multiple in the medium term.

ARBP IN/Rs 759
US$ 5.9bn
586mn
US$ 63.2mn
Rs 791/Rs 289
52%/19%/15%

Source: NSE

FLASH NOTE

ADD
TP: Rs 960 |  6%

LUPIN

| Pharmaceuticals

| 04 June 2020

Lupin/Mylan win approval for biosimilar Enbrel in Europe
Event: Lupin (LPC) and partner Mylan have secured centralised marketing
approval for Nepexto (biosimilar Etanercept) for European markets. This
features among the key product catalysts for LPC and forms part of our FY21
estimates. The drug is approved for complete indications of the reference
product, including moderate-to-severe rheumatoid arthritis, chronic moderateto-severe plaque psoriasis and active psoriatic arthritis. LPC expects to launch
Nepexto in H2CY20. The company earlier received a positive CHMP (Committee
for Medicinal Products for Human Use) opinion on the product in Mar’20.
Product potential: The addressable market size of the Enbrel brand
(Etanercept) for Europe is estimated at ~US$ 1.5bn (2019). Currently, two
biosimilars have already been approved: Biogen (2016) and Sandoz (2017).
LPC will be the third player to enter this market.
With low probability of early follow-on competition in EU markets, this could
be a good limited competition opportunity for LPC, in our view, at least for the
next 12-18 months. Our model assumes roughly US$ 40mn in annualised sales
potential for the company. The calculation is based on 50% price erosion on
the brand and a gradual 10% market share by FY22, implying sales of
US$ 80mn for Mylan. LPC has 50% share in the partnership.

Vivek Kumar
research@bobcaps.in

Ticker/Price
Market cap
Shares o/s
3M ADV
52wk high/low
Promoter/FPI/DII
Source: NSE

KEY FINANCIALS
Y/E 31 Mar

Total revenue (Rs mn)
EBITDA (Rs mn)
Adj. net profit (Rs mn)

FY20P

FY21E FY22E

152,062 170,057 186,113
23,578

28,123 33,501

3,518

11,830

15,141

7.8

26.1

33.5

(62.8)

236.3

28.0

2.6

8.7

10.6

Adj. P/E (x)

116.7

34.7

27.1

EV/EBITDA (x)

19.6

15.4

12.0

Adj. EPS (Rs)

Our view: We see multiple stock catalysts for FY21 which should support
earnings and stock momentum in the midterm. These include (1) Levo rampup, (2) Albuterol approval in the US (expected in H1FY21), gFostair approval in
the EU (expected in H2FY21), and (3) facility clearance for Gavis/Goa. Retain
ADD with a Mar’21 TP of Rs 960 based on an EV/EBITDA multiple of 13x
FY22E (implied P/E of 28x).

LPC IN/Rs 908
US$ 5.4bn
453mn
US$ 43.5mn
Rs 919/Rs 505
47%/25%/12%

Adj. EPS growth (%)
Adj. ROAE (%)

Source: Company, BOBCAPS Research
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LPC
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(Rs)
1,220
1,080
940
800
660
520

Source: NSE

Click here for our last detailed report
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Difficult Q4; growth recovery a few quarters away
Transport Corp’s (TRPC) Q4FY20 consolidated revenue/EBITDA declined 10%/
26% YoY, in line with our estimates. Movement restrictions imposed in late-March
had a ~Rs 1bn impact on the Q4 topline, per management, and are likely to exact
a heavier toll in Q1FY21. Notwithstanding near-term hurdles, we expect TRPC to
benefit from (1) the shift towards alternate modes of transport (rail, shipping),
(2) its unparallel multi-modal capabilities, and (3) rising logistics outsourcing.
We lower our TP to Rs 240 (vs. Rs 255) as we prune FY21-FY22 EPS 5-6%.

Sayan Das Sharma
research@bobcaps.in

Pain across segments: Freight/SCS/seaways revenue fell 2%/21%/4% YoY in
Q4. Amid tough externalities, freight was relatively resilient as the topline drop
was lower than peers (TCI Express: –10%). Plummeting volumes of the key auto
vertical (~80% of topline) marred the SCS segment. Despite adding a ship in
Q3 (28,500dwt), seaways revenue declined due to lower freight availability and
pricing pressure owing to stiff competition on the west coast.

Ticker/Price
Market cap
Shares o/s
3M ADV
52wk high/low
Promoter/FPI/DII

Near-term headwinds: TRPC’s Q1FY21 print is also likely to be marred by the
lockdown-induced slowdown. Breakeven requires ~50% of the Q1FY20
topline which looks difficult even if TRPC achieves its targeted 15%/30%/60%
activity in Apr/May/Jun. We expect growth recovery to begin in H2FY21
followed by a strong revival in FY22 (revenue/EBITDA growth of 18%/30%).
KEY FINANCIALS
Y/E 31 Mar

FY18A

FY19A

FY20P

Total revenue (Rs mn)

FY21E

FY22E

23,499

27,536

27,178

25,117

29,545

EBITDA (Rs mn)

2,165

2,495

2,405

2,070

2,693

Adj. net profit (Rs mn)

1,238

1,460

1,531

958

1,401

Adj. EPS (Rs)

16.2

19.0

19.9

12.5

18.2

Adj. EPS growth (%)

52.4

17.7

4.6

(37.4)

46.3

Adj. ROAE (%)

17.6

17.7

16.0

9.0

12.0

Adj. P/E (x)

9.9

8.4

8.1

12.9

8.8

EV/EBITDA (x)

7.2

6.5

6.9

7.9

5.9

Source: Company, BOBCAPS Research
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Source: NSE

STOCK PERFORMANCE
TRPC

(Rs)
370
320
270
220
170
120

Jun-17
Sep-17
Dec-17
Mar-18
Jun-18
Sep-18
Dec-18
Mar-19
Jun-19
Sep-19
Dec-19
Mar-20
Jun-20

Margin contraction: EBITDA margin contracted 180bps YoY to 8.8% as
operating expenses (+100bps YoY) and staff costs (+160bps) increased as a
percentage of sales. Rising LTL share cushioned the EBIT margin drop in the
freight segment (-50bps YoY). Seaways margin plummeted 550bps YoY as
fuel costs rose 10-15% under the IMO 2020 regime. SCS margin contracted
270bps YoY to 5%, a multi-year low, due to lower absorption of fixed costs
following a topline plunge.

TRPC IN/Rs 161
US$ 162.7mn
77mn
US$ 0.1mn
Rs 315/Rs 122
67%/2%/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 1 January 2018 (Hold rating discontinued and replaced by Add / Reduce)
Rating distribution
As of 31 May 2020, out of 92 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 55 have BUY ratings, 20 have ADD ratings, 9 are
rated REDUCE, 7 are rated SELL and 1 is 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 I 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.
BOBCAPS’s 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.: INH000000040 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
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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.
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