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RESEARCH
Bajaj Auto | Target: Rs 3,636 | —1% | HOLD Daily macro indicators
Steady performance in a challenging environment Indicator 17-Oct  18-Oct Chg (%)
: US 10v 401 401 Ob
Polycab India | Target: Rs 3,300 | +22% | BUY yield (%) - ~ ps
Beat on all fronts ly?gffj' (102;( 741 743 1bps
. USD/INR 82.36 82.36 0.0
V-Mart Retail | Target: Rs 3,620 | +30% | BUY
Brent Crude 916 900 17
LimeRoad deal positive but profitability could suffer (US$/bbl) ’ ’ (.7
Dow 30,186 30,524 11
Hang Seng 16,613 16,915 1.8
Sensex 58,411 58,961 0.9
SUMMARY India Fll Chg
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Bajaj Auto FIl-D (74.4) 81.8 156.3
FII-E 626)  (223) 402

= Q2 revenue growth (16%) driven by realisation gains as volumes stayed flat

Source: Bank of Baroda Economics Research

YoY. Costs dented meaningful margin gains (17% vs. 16% YoY)

= Overall volume growth to stay range-bound as challenges to exports continue,
especially in African markets

=  We see limited positive triggers and assume coverage with HOLD for a TP of
Rs 3,636 (17x FY24E EPS)

Click here for the full report.

Polycab India

=  Strong performance in wires & cables boosts Q2 topline by 11% YoY to Rs
33bn; exports up 75%

=  FMEG distribution realignment exercise to be completed by FY23-end;
management maintains long-term margin (FY26) forecast at 10%

=  FY23/FY24 EPS raised 8%/4%; on rollover, our TP stands revised up to Rs
3,300 (vs. Rs 3,000) — retain BUY

Click here for the full report.

BOBCAPS Research
research@bobcaps.in

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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V-Mart Retail

=  Value fashion marketplace LimeRoad.com acquired for Rs 0.7bn in a bid to
strengthen online presence

= Management plans to invest Rs 1.5bn to scale up the newly acquired business and
make it profitable

=  We are not consolidating the business now but expect losses and investments to put
pressure on profitability; retain BUY, TP Rs 3,620

Click here for the full report.
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RESULT REVIEW

HOLD

TP: Rs 3,636 | Vv 1%

BAJAJ AUTO | Automobiles

Steady performance in a challenging environment
= Q2revenue growth (16%) driven by realisation gains as volumes stayed
flat YoY. Costs dented meaningful margin gains (17% vs. 16% YoY)

= Overall volume growth to stay range-bound as challenges to exports

continue, especially in African markets

= We see limited positive triggers and assume coverage with HOLD for
a TP of Rs 3,636 (17x FY24E EPS)

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 19 October 2022

Milind Raginwar
research@bobcaps.in

Realisation-led revenue growth: BJAUT’s Q2FY23 volumes grew 23% QoQ (flat
YoY) to 1.15mn units. Revenue growth was a positive surprise at 16% YoY (+28%
QoQ) to Rs 102bn, driven entirely by realisations at Rs 88.6k per unit (+16% YoY,
+3% Qo0Q). This was despite a lower share of value-added export market volumes
at ~40% vs. 62% in Q1FY23. An improved export mix and favourable currency
movement contributed to realisation gains.

Margins rangebound as costs stay inflated: Gross margin contracted 120bps
QoQ to 26.6% due to the impact of higher commodity costs (lag effect). EBITDA
margin at 17.1% expanded 100bps QoQ. Reported PAT came in at Rs 15.2bn, up
20% YoY and 30% QoQ.

Market share loss in value-added motorcycle segment: BJAUT maintained its
market share in the low-end motorcycle segment (180cc), but lost 2-4% share at the
higher end. This will affect its performance in the medium term as the low-end
segment typically exhibits slower recovery and is less remunerative than premium
products which are recovering faster and have an edge in terms of margins.

Challenges in export markets to continue: Management indicated that inventory
destocking has been completed in key markets in Q2, implying export volumes in
H2FY23 are likely to be better than H1. However, with the blanket ban on
motorcycles in Nigeria, adverse currency movement, and a rising inflation/rate cycle,
the company expects demand to remain tepid.

HOLD, TP Rs 3,636: We expect BJAUT to report a revenue/EBITDA/PAT CAGR of
11%/14%/11% over FY22-FY25. Our gross margin estimates hovers around 28%
given the inflated raw material cost structure, with EBITDA margin in the 16-17%
range over our forecast period. Our FY23/FY24/FY25 EPS estimates are at Rs 189/
Rs 213/Rs 239. We see limited growth triggers and little upside at current valuations
of214 FY24E EPS. We thus assume coverage with HOLD, valuing BJAUT at 17x
FY24E EPS, in line with its long-term (10Y) average, for a TP of Rs 3,636.

EQUITY RESEARCH

Key changes

Target Rating

v v
Ticker/Price BJAUT IN/Rs 3,656
Market cap US$ 12.7bn
Free float 46%
3M ADV US$ 19.0mn
52wk high/low Rs 4,132/Rs 3,027
Promoter/FPI/DII 54%/10%/13%
Source: NSE | Price as of 19 Oct 2022
Key financials
YIE 31 Mar FY22A FY23E FY24E
Total revenue (Rs mn) 331,447 365,819 408,286
EBITDA (Rs mn) 52,586 60,039 68,647
Adj. net profit (Rs mn) 47,036 53,905 60,825
Adj. EPS (Rs) 1734 1896  213.9
Consensus EPS (Rs) 1730 199.0 227.0
Adj. ROAE (%) 18.2 19.6 20.3
Adj. P/E (x) 21.1 19.3 1741
EV/EBITDA (x) 20.2 18.0 155
Adj. EPS growth (%) 57 16.6 128

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

———BJAUT ——— NSE Nifty (Relative)

4,930

4310

3,690

3,070

2,450

1,830
288885335888
§5§5238§8583858%3

Oct-22 -

Source: NSE



RESULT REVIEW

BUY

TP: Rs 3,300 | A 22%

POLYCAB INDIA |

Beat on all fronts

= Strong performance in wires & cables boosts Q2 topline by 11% YoY to
Rs 33bn; exports up 75%

= FMEG distribution realignment exercise to be completed by FY23-end;

management maintains long-term margin (FY26) forecast at 10%

= FY23/FY24 EPS raised 8%/4%; on rollover, our TP stands revised up to
Rs 3,300 (vs. Rs 3,000) — retain BUY

Consumer Durables |

/23 BOBCAPS
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19 October 2022

Vinod Chari | Nilesh Patil

Tanay Rasal
research@bobcaps.in

Growth led by wires & cables (W&C): Polycab’s Q2FY23 revenue at Rs 33.3bn
increased 11% YoY (3Y CAGR at 14%), ahead of our/consensus growth estimates
by 18%/11%. The outperformance came from the core W&C vertical (+12% YoY)
and strong exports (+75% YoY). Robust volume growth in W&C (15%+) cushioned
the topline as realisations weakened amidst the recent easing of commaodity prices.

Resilient margins: EBITDA margin at 12.8% (+150bps QoQ) was at the upper end
of the guided band of 11-13% while gross margin stood at 26.1% (+110bps Qo0Q).
Polycab’s timely price revisions (reflecting pricing power) along with strong exports
aided margins. Average net working capital days improved to 44 vs. 63 days in
Q1FY23 (guided to remain stable in coming quarters), with the cash position

at Rs 4.9bn.

FMEG a laggard: Revenue from the fast-moving electrical goods (FMEG) segment
dipped 11% YoY to Rs 3.1bn (3Y CAGR at 16%), owing to poor rural demand,
seasonality in the fan segment and a distribution rejig undertaken as per the
company'’s Leap strategy. FEMG EBIT margin turned negative (-0.9% vs. +5% in
Q2FY22) as the focus on market share continues. Management anticipates that
realignment of distribution for the Leap project will draw to a close by FY23-end and
thus anticipates a recovery in FEMG EBIT thereafter.

Maintain BUY: Polycab is progressing well towards meeting its long-term Leap
target of ~Rs 200bn in revenue by FY26, given multiple growth levers such as moats
in the W&C vertical, ramp-up in FEMG, strategic expansion of the B2C business,
and a massive opportunity landscape on account of growing consumption,
infrastructure development and favourable policy reform. In light of the strong Q2
performance, we raise our FY23/FY24 EPS estimates by 8%/4%. This coupled with
rollover to Sep’24E valuations translates to a revised TP of Rs 3,300 (Rs 3,000
earlier). We continue to value the stock at 35x EPS, a 50% premium to the 3Y
average — retain BUY.

EQUITY RESEARCH

Key changes

Target Rating
<)

Ticker/Price POLYCAB IN/Rs 2,707
Market cap US$ 4.90n
Free float 32%
3M ADV US$ 10.0mn
52wk high/low Rs 2,863/Rs 2,044
Promoter/FPI/DII 68%/6%/9%

Source: NSE | Price as of 19 Oct 2022

Key financials

YIE 31 Mar FY22A FY23E FY24E

Total revenue (Rsmn)  1,22,038 1,47,987 1,67,087

EBITDA (Rs mn) 12,652 17,139 20,007
Adj. net profit (Rs mn) 8,365 11,490 13,476
Adj. EPS (Rs) 55.9 76.8 90.1
Consensus EPS (Rs) 55.9 73.1 86.0
Adj. ROAE (%) 16.2 19.1 19.0
Adj. P/E (x) 484 352 300
EV/EBITDA (x) 320 236 20.2
Adj. EPS growth (%) 0.2) 374 173

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

——— POLYCAB —— NSE Nifty (Relative)
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COMPANY UPDATE

BUY

TP: Rs 3,620 | A 30%

V-MART RETAIL | Retail

LimeRoad deal positive but profitability could suffer
= Value fashion marketplace LimeRoad.com acquired for Rs 0.7bn in a
bid to strengthen online presence

= Management plans to invest Rs 1.5bn to scale up the newly acquired

business and make it profitable

= We are not consolidating the business now but expect losses and

investments to put pressure on profitability; retain BUY, TP Rs 3,620

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 19 October 2022

Ruchitaa Maheshwari
research@bobcaps.in

LimeRoad acquired for Rs 0.7bn: In a bid to strengthen its online presence in
tier-2/3 markets, VMART has acquired online value fashion marketplace LimeRoad
for Rs 0.7bn. Of this, Rs 311mn will be paid to LimeRoad for settling the company’s
liabilities. VMART will directly settle the remaining liabilities of Rs 362mn, besides
taking over assets worth Rs 146mn. The current CEO and COO of LimeRoad wiill
remain at the helm and run the business as an independent unit under VMART.

About LimeRoad: Founded in 2012, LimeRoad offers unbranded styles and fashion-
related content to its 17mn value buyers. The business model is designed to serve a
semiurban and rural (‘Bharat’) client base, with fast web speeds and a light app to
ensure a smooth online customer experience. Buyers in the states of Maharashtra,
Karnataka, Uttar Pradesh and West Bengal are the top revenue contributors. Women
account for 65% of revenue and have a strong presence in the Rs 500-1,000 segment.

LimeRoad financials: Given severe competition from the likes of Flipkart, Amazon
and Ajio, the business has been struggling with revenue showing a consistent
decline from Rs 1.8bn in FY20 to Rs 693mn in FY22. However, EBITDA loss has
reduced to ~Rs 150mn in FY22 from Rs 340mn in FY20.

Sound synergies: VMART plans to invest Rs 1.5bn to help scale up the LimeRoad
business and achieve profitability. If executed well, we believe VMART has the
potential to become a unique omnichannel value retailer with its offline expertise,
product and quality depth and LimeRoad’s online consumer and community strengths.

Expect pressure on profitability: We are positive on VMART in the long run but
see mounting pressure on financials as (1) the company is undergoing a difficult
phase due to weak consumer sentiments and heightened competitive intensity,

(2) LimeRoad remains lossmaking at the EBITDA level, and (3) additional
investments by VMART over the next two years could impact profitability. Our back-
of-the-envelope calculations suggest the deal will dilute VMART’s blended FY24E
EBITDA by ~15%. For now, we maintain our BUY rating and TP of Rs 3,620, set at
21x FY24E EV/EBITDA vs. the stock’s 5Y median multiple of 28x EV/EBITDA.

EQUITY RESEARCH

Key changes

Target Rating
4 ) 4 )

Ticker/Price VMART IN/Rs 2,782
Market cap US$ 666.0mn
Free float 54%
3M ADV US$ 1.5mn
52wk high/low Rs 4,849/Rs 2,407
Promoter/FPI/DII 46%/18%/36%

Source: NSE | Price as of 18 Oct 2022

Key financials

YIE 31 Mar FY22A FY23E FY24E
Total revenue (Rs mn) 16,662 19,490 24,768
EBITDA (Rs mn) 2,043 2437 3379
Adj. net profit (Rs mn) 116 281 706
Adj. EPS (Rs) 5.9 14.2 358
Consensus EPS (Rs) 59 59.2 90.2
Adj. ROAE (%) 14 33 78
Adj. P/E (x) 4710 1954 776
EV/EBITDA (x) 258 213 15.7

Adj. EPS growth (%)

(134.3) 1410 1517

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

——— VMART ——— NSE Nifty (Relative)
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Disclaimer

Recommendation scale: Recommendations and Absolute returns (%) over 12 months

BUY — Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.

Rating distribution

As of 30 September 2022, out of 119 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 67 have BUY ratings, 30 have HOLD ratings, 5
are rated ADD*, 1 is rated REDUCE* and 16 are rated SELL. Of these, 2 companies rated BUY and 1 rated ADD have been investment banking clients in the last 12
months. (*Our ADD and REDUCE ratings are in the process of being migrated to the new recommendation structure.)

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 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.

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 2025. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20
November 2017. BOBCAPS CIN Number: U65999MH1996G0I1098009.

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.

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 assume an underwriting commitment in the securities of companies discussed in this document (or in
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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 orimmediately 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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