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SIEMENS INDIA | TARGET: Rs 3,700 | -1% | HOLD

Low-voltage deal appears unfavourable; cut to HOLD
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INR under pressure

ITC | TARGET: Rs 486 | +16% | BUY

Strong performance amid macro headwinds

STATE BANK OF INDIA | TARGET: Rs 729 | +27% | BUY
Sustaining growth and profitability

SYRMA SGS | TARGET: Rs 440 | +34% | BUY

Strong show; positive outlook intact

THE RAMCO CEMENTS | TARGET: Rs 585 | -31% | SELL

Strong volume push but pricing pressure persists

ALKEM LABS | TARGET: Rs 3,000 | -9% | SELL

Margin improvement key for revival

SUMMARY

SIEMENS INDIA

= Low-voltage and geared motors business divested to parent for Rs 22bn (2.1x

revenue)

= Management expects remaining divisions to offset loss of business on account

of the hive-off)

=  We find deal valuations unfavourable; cut to HOLD with a revised TP of Rs

3,700 (vs. Rs 4,500) on a lower 52x target P/E (vs. 62x)

Click here for the full report.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures and analyst certifications are provided at the end of the report.

Daily macro indicators

Ticker 17-May 18-May  Chg (%)
us 10y

yield (%) 3.56 3.65 8bps
India 10Y

yield (%) 6.97 6.99 2bps
USD/INR 82.39 82.59 0.2)
Brent Crude

(US$/bbl) 77.0 75.9 (1.4)
Dow 33421 33,536 0.3
Hang Seng 19,561 19,727 0.9
Sensex 61,561 61,432 0.2)
India Fll Chg
(US$ mn) 16-May 17-May ($ mn)
FIl-D 141.3 182.5 413
FIl-E 208.6 97.8 (110.7)

Source: Bank of Baroda Economics Research
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FIRST LIGHT

INDIA ECONOMICS: CURRENCY OUTLOOK

After remaining stable for most part of the last few months, INR has come under
pressure in the last few sessions. In May’23, INR has depreciated by 0.9%.
However, bulk of the weakness in INR can be traced back to the last couple of
sessions. In fact, since 12 May 2023 (when INR was last below the 82/$ mark),
INR has depreciated by 0.6%. Prior to this, INR was fairly steady in a narrow range
of 81.5-82/$. This was underpinned by robust macro fundamentals, improvement in
external position, lower oil prices and buoyancy in FPI inflows.

Click here for the full report.

ITC

=  Growth momentum continues with 330bps YoY EBITDA margin expansion; we
expect 12% topline growth in FY24

= FMCG business sustains healthy double-digit growth momentum at 19% YoY
with steady margin improvement

=  Continued investment in capacity and strong execution to drive growth;
maintain BUY with a higher TP of Rs 486 (earlier Rs 459)

Click here for the full report.

STATE BANK OF INDIA

= Lower provisioning supported robust 83% YoY PAT growth in Q4, though
PPOP declined sequentially on higher opex

=  Deposit repricing had no major impact on NIM (guided to hold at 3%); recovery
in other income likely offset elevated opex

=  We assume coverage with BUY and a TP of Rs 729 (1.3x FY25E ABV)

Click here for the full report.

SYRMA SGS

= Q4 topline/PAT up 83%/160% YoY spurred by strong growth in the auto and
consumer segments

= FY24 revenue growth guidance of 35-40% intact, backed by Rs 30bn order
book; 8-10 key clients added in H2FY23

= Maintain BUY with a revised TP of Rs 440 (vs. Rs 400) on rollover

Click here for the full report.
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THE RAMCO CEMENTS

= New capacities (+2mt YoY) aided 45% jump in Q4 volumes (28% net of added
capacities)

= Margin gains QoQ driven by softening of fuel cost from Rs 2.4/kcal to Rs 2.2;
YoY cost remains elevated

= FY24/FY25 EPS raised 21%/8% on volume gains, yielding a revised TP of Rs
585 (vs. Rs 534); retain SELL on expensive valuations

Click here for the full report.

ALKEM LABS

= Q4 EBITDA/PAT of Rs 3.5bn/Rs 710mn well short of consensus by 21%/ 79%
primarily due to higher operating costs

= Increased sales and marketing spend, field force addition and US price
erosion ate into margins

= Insipid US sales remain a challenge; maintain SELL with an unchanged TP of
Rs 3,000

Click here for the full report.
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COMPANY UPDATE

HOLD

TP: Rs 3,700 | Vv 1%

SIEMENS INDIA | Capital Goods

Low-voltage deal appears unfavourable; cut to HOLD
= Low-voltage and geared motors business divested to parent for Rs 22bn
(2.1x revenue)

= Management expects remaining divisions to offset loss of business on

account of the hive-off)

= We find deal valuations unfavourable; cut to HOLD with a revised TP of
Rs 3,700 (vs. Rs 4,500) on a lower 52x target P/E (vs. 62x)

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 19 May 2023

Vinod Chari | Swati

Nilesh Patil
research@bobcaps.in

Jhunjhunwala

LV business sold for Rs 22bn: SIEM is selling its low-voltage (LV) and geared
motors business to parent Siemens AG for a consideration of Rs 22bn. The
business has been valued at Rs 20.7bn-21.65bn by an independent valuer, implying
a multiple of 2.1x FY22 revenue, 15.5x EV/EBITDA and ~17x P/E (vs. ~84x for the
blended business).

Deal aligns with global strategy: The deal is in line with the parent’s global
strategy of carving out the motors business. Last year, SIEM had divested the
mid-voltage (MV) business to its parent and the current deal completes the hive-off.
Siemens AG, which has the IPR for the motors business, eventually plans to
monetise the same either through a public offer or via a strategic investor.

Emphasis on digital growth to counter hive-off impact: SIEM is stepping up its
focus on the digital business and plans to use its current base in the electrical and

automation segments, where it serves close to 20 verticals including cement, steel,
and food & beverage, to leverage digital growth. Management believes its exit from
the LV business, where it had expected a decline, will be offset by the digital thrust.

Focus on emerging areas: SIEM is also training its focus on new and emerging
areas such as fuel cells, semiconductor battery technology and solar products,
where it can leverage the parent’s expertise. Mobility is doing well with more railway
orders expected while the acquisition of Mass-Tech Controls’ electric vehicle division
should help the company make inroads in the charging infrastructure space.

Outlook cautious; downgrade to HOLD: SIEM stressed that its remaining divisions
should be able to offset the loss of business on account of the divestment and hence
we keep our estimates unchanged. However, the deal valuation does not appear to
be in favour of minority shareholders (whose approval is pending), given SIEM’s
current blended valuation. We, therefore, turn cautious on the stock and roll back
our target FY25E P/E multiple by 20% to 52x — in line with 5Y average. This yields a
reduced TP of Rs 3,700 (vs. Rs 4,500), carrying virtually no upside — downgrade
from BUY to HOLD.

EQUITY RESEARCH

Key changes

Target Rating

v v
Ticker/Price SIEM IN/Rs 3,723
Market cap US$ 16.1bn
Free float 25%
3M ADV US$ 14.8mn
52wk high/low Rs 3,938/Rs 2,251
Promoter/FPI/DII 75%/5%/10%

Source: NSE | Price as of 19 May 2023

Key financials

YIE 30 Sep FY22A FY23E FY24E
Total revenue (Rsmn)  1,61,378 1,96,656 2,33,094
EBITDA (Rs mn) 17,573 23402 29432
Adj. net profit (Rs mn) 12,619 17,228 22,202
Adj. EPS (Rs) 354 484 62.4
Consensus EPS (Rs) 354 473 61.9
Adj. ROAE (%) 115 14.1 16.3
Adj. P/E (x) 105.0 76.9 59.7
EV/EBITDA (x) 784 594 474
Adj. EPS growth (%) 225 36.5 289

Source: Company, Bloomberg, BOBCAPS Research

Stock performance
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CURRENCY OUTLOOK 19 May 2023

INR under pressure

Aditi Gupta

After remaining stable for most part of the last few months, INR has come _
Economist

under pressure in the last few sessions. In May’23, INR has depreciated by
0.9%. However, bulk of the weakness in INR can be traced back to the last
couple of sessions. In fact, since 12 May 2023 (when INR was last below the
82/$ mark), INR has depreciated by 0.6%. Prior to this, INR was fairly steady in
a narrow range of 81.5-82/$. This was underpinned by robust macro
fundamentals, improvement in external position, lower oil prices and

buoyancy in FPI inflows.

So what are the reason behind INR’s rather abrupt and sharp fall?

The most compelling reason for the rupee depreciation is a strength in dollar. In the
last few sessions, dollar has once again strengthened amidst strong macro data from
the US and hawkish Fed-speak. This has resulted in markets repricing the trajectory of
Fed rate path. While markets widely anticipated that the Fed was done with its rate
hike cycle after a final 25bps rate hike last week, macro data since then has dimmed
those expectations. Strong labour market, rebound in housing sector, more than
expected uptick in households’ inflation expectations as well as positive developments
surrounding US debt ceiling have all contributed to the belief that the Fed rate may still
be behind its peak. Reinforcing this view, several Fed members have gone on record
to say that inflation still remains a big challenge, warranting even higher rates. As a
result, DXY has strengthened by 1.1% in the last 3 trading sessions alone. Most global
currencies have seen depreciation.

Figure 1: Pressure on global currencies
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Source: Bloomberg, Bank of Baroda Research | Note: Data as of 19 May 2023 16:30PM IST | Figures in bracket denote depreciation
against the dollar

Another reason, though not as significant, is a moderation in FPI inflows. FPI inflows
which were showing some traction since the beginning of the month have lost
momentum amidst a weakness in domestic equity markets and safe haven flows.

ECONOMICS RESEARCH A



RESULT REVIEW

BUY

TP: Rs 486 | A 16%

ITC |

Strong performance amid macro headwinds
= Growth momentum continues with 330bps YoY EBITDA margin expansion;
we expect 12% topline growth in FY24

= FMCG business sustains healthy double-digit growth momentum at

19% YoY with steady margin improvement

= Continued investment in capacity and strong execution to drive growth;
maintain BUY with a higher TP of Rs 486 (earlier Rs 459)

Consumer Staples

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 19 May 2023

Vikrant Kashyap
research@bobcaps.in

Strong performance across the portfolio: ITC posted 6.5% YoY revenue growth
to Rs 176bn in Q4FY23 led by strong growth in cigarettes, FMCG — others, and
hotels, while the paper and paperboards business slowed. The agri business
remained affected by the ban on wheat and rice exports. Consolidated EBITDA
margin expanded 330bps YoY (-30bps QoQ) to 35.2% despite elevated commodity
prices. Adj. PAT grew 22% YoY to Rs 51bn with 360bps margin expansion. FY23
revenue/EBITDA/ad]j. PAT grew 17%/24%/25%. The company announced interim
dividend of Rs 2.75/sh, taking the total to Rs 15.5/sh in FY23 vs. Rs 11.5/sh in FY22.

Momentum continues in cigarettes with stable margins: Cigarette revenue grew
13.7% YoY (volumes up ~12% YoY) in Q4 and continued to form ~41% of total
sales, with EBIT margin stable at ~60%. Per management, stability in cigarette
taxation backed by deterrent action from enforcement agencies continues to enable
recovery of volumes from illicit trade, resulting in improved demand. Recent launches
are steadily gaining traction along with robust growth across regions and markets.

Stellar performance in FMCG — others segment: The FMCG business is seeing
sustained traction across the portfolio, with segment revenue and EBITDA growing
19% and 76% YoY respectively backed by premiumisation, judicious pricing action,
supply chain agility and digital investments. Staples, biscuits, noodles, snacks, dairy,
beverages, soaps and fragrances all continue to perform well.

Maintain BUY: We expect ITC to sustain its strong growth momentum across
categories and accordingly model for a revenue/EBITDA/PAT CAGR of 14%/16%/16%
over FY22-FY25. The cigarettes business continues to deliver double-digit volume
growth and market share gains in the absence of competition from illicit trade, even
as the recent tax hike is unlikely to dent sales. The FMCG — others segment too has
registered healthy growth across markets and portfolios, and we expect margins to
improve as input costs soften. We raise our FY24/FY25 EPS estimates by ~5%
each and maintain BUY with a revised SOTP-based TP of Rs 486 (vs. Rs 459).

EQUITY RESEARCH

Key changes

Target Rating
4

Ticker/Price ITC IN/Rs 420
Market cap US$ 63.5bn
Free float 1%
3M ADV US$ 54.1mn
52wk high/low Rs 433/Rs 259
Promoter/FPI/DII 0%/43%/57%

Source: NSE | Price as of 19 May 2023

Key financials

YIE 31 Mar FY23P FY24E FY25E
Total revenue (Rsmn)  7,09,369 7,94,958 8,97,358
EBITDA (Rs mn) 2,56,649 2,84,518 3,24,844
Adj. net profit (Rs mn) ~ 1,94,039 2,12,995 2,42,377
Adj. EPS (Rs) 154 16.9 19.3
Consensus EPS (Rs) 154 15.8 17.8
Adj. ROAE (%) 279 29.2 315
Adj. P/E (x) 27.2 248 218
EV/EBITDA (x) 20.3 18.3 16.1
Adj. EPS growth (%) 224 97 138

Source: Company, Bloomberg, BOBCAPS Research | P - Provisional

Stock performance
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RESULT REVIEW

BUY

TP: Rs 729 | A 27%

STATE BANK OF INDIA | Banking

Sustaining growth and profitability
= Lower provisioning supported robust 83% YoY PAT growth in Q4, though
PPOP declined sequentially on higher opex

= Deposit repricing had no major impact on NIM (guided to hold at 3%);

recovery in other income likely offset elevated opex

= We assume coverage with BUY and a TP of Rs 729 (1.3x FY25E ABV)

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 19 May 2023

Ajit Agrawal
research@bobcaps.in

Strong Q4: SBIN’s Q4FY23 PAT grew 83% YoY to Rs 167bn supported by lower
provisions. PPOP dipped 2% sequentially due to higher opex, and the C/I ratio
remained elevated at 55% due to provisions towards wage revision and sticky
retirement benefit costs. NIl grew 30% YoY (+6% QoQ), leading to 48bps (+10bps
QoQ) expansion in NIM to 3.2%. Advances increased 17% YoY, beating industry
growth, whereas deposits rose 9.2% YoY, resulting in a CD ratio of 72%.

Sharp reduction in credit cost: Controlled slippages and higher upgrades &
recoveries helped lower credit cost to 42bps (vs. 77bps in Q3FY23 and 109bps in
Q4FY22). GNPA/NNPA/PCR thus improved 36bps/10bps/27bps QoQ to 2.8%/0.7%/
76%. SBIN'’s restructured book at Rs 243bn formed 0.7% of loans while SMA1&2
stood at Rs 32.6bn (-31% Qo0Q).

Healthy growth outlook: We model for a credit and deposit CAGR of 14.3% and 10%
respectively over FY22-FY25 aided by the bank’s aggressive retail centric strategy and
prudent pricing (targeting high-yield assets but controlled costs). Competitive deposit
pricing and a slowing overseas business are likely to keep NIM at ~3% through FY25.
We estimate a 14% NIl and 17% PPOP CAGR over our forecast period. Network
expansion and digital integration are likely to keep C/I elevated above 50%.

Asset quality improving: SBIN’s control over slippages and proactive provisioning
should help it maintain a healthy asset base. A steady reduction in the restructured
book (to Rs 243bn, -7% QoQ) along with a decline in SMA1/2 lend confidence, and
healthy PCR at 76% (92% incl. AUCA) provides a cushion against any sudden
quality shocks. We model for GNPA/NNPA improving to 2.3%/0.6% in FY25.

BUY, TP Rs 729: In view of the bank’s prudent approach towards growth and
margins, we expect return ratios to improve and pencil in ROA/ROE of 1%/16% in
FY25. Further, with no immediate dilution plan given healthy CAR of 14.8%, we
believe overall profitability has further potential to move up. Given healthy growth
prospects, we assume coverage with BUY for a TP of Rs 729, based on 1.3x FY25E
ABV (Gordon Growth Model) and adding in Rs 166/sh for subsidiaries.

EQUITY RESEARCH

Key changes

Target Rating
4

Ticker/Price SBIN IN/Rs 575
Market cap US$ 62.5bn
Free float 42%
3M ADV US$ 124.9mn
52wk high/low Rs 630/Rs 431
Promoter/FPI/DII 58%/10%/32%

Source: NSE | Price as of 19 May 2023

Key financials

YIE 31 Mar FY23P FY24E FY25E
Net interest income 144,841 159,024 177,210
NIl growth (%) 20.0 9.8 114
Adj. net profit (Rs mn) 50,232 55,856 62,954
EPS (Rs) 56.3 62.6 705
Consensus EPS (Rs) 56.3 63.5 75.3
P/E (x) 10.2 9.2 8.2
P/BV (x) 1.6 14 1.2
ROA (%) 1.1 1.0 1.0
ROE (%) 19.3 16.0 158

Source: Company, Bloomberg, BOBCAPS Research | P - Provisional

Stock performance
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RESULT REVIEW /23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

BUY

TP: Rs 440 | A 34%

SYRMA SGS | Consumer Durables | 19 May 2023

Strong show; positive outlook intact

Nilesh Patil | Vinod Chari

Swati Jhunjhunwala
research@bobcaps.in

= Q4 topline/PAT up 83%/160% YoY spurred by strong growth in the auto
and consumer segments

= FY24 revenue growth guidance of 35-40% intact, backed by Rs 30bn
order book; 8-10 key clients added in H2FY23

= Maintain BUY with arevised TP of Rs 440 (vs. Rs 400) on rollover

Good quarter: Syrma’s Q4FY23 topline at Rs 6.8bn (+83% YoY) was ~30% ahead Key changes

of our estimate on strong demand traction. The EMS-led auto (+60% YoY) and Target Rating

consumer segments (+155%) helped offset slower growth in the healthcare (+1%) <)

and IT divisions (+17%). EBITDA more than doubled YoY to Rs 592mn with an 8.7%

margin (+190bps YoY), and PAT expanded 160% YoY to Rs 423mn. With 8-10 major Ticker/Price SYRMA IN/Rs 329

client additions in H2FY23, Syrma indicated that it is on track to beat industry growth. Market cap US$ 706.7mn
Free float 53%

Strong guidance backed by expanding order book: The company’s order book 3M ADV US$ 1.9mn

has expanded to Rs 30bn with fresh intake of Rs 16bn and is well diversified, per 52wk high/low Rs 343/Rs 248

management. Additionally, contribution from railways and IT segments is likely to Promoter/FPI/DII 47%15%19%

. . . . Source: NSE | Price as of 19 May 2023
move up on conducive government poI|C|es. Management reiterated its revenue

growth guidance of 35-40% for FY24 with potential upsides from the new IT policy. It Key financials

believes a 6x asset turnover is possible once new capacities ramp up. Net working Y/E 31 Mar FY23P FY24E FY25E
capital days are targeted to reduce to 70 on average from 74 days currently. Total revenue (Rs mn) 20,484 26,630 36,236

EBITDA (Rs mn) 1,878 2,502 3,505
Operating leverage to kick in: EBITDA margin rose 190bps YoY to 8.7% in Q4 but Adj. net profit (Rs mn) 1,193 1,628 2,207
was flattish in FY23 at 9.2% due to a higher mix of consumer business and a sharp Adj. EPS (Rs) 6.7 9.2 125
drop in material margin to 17%. Management expects operating leverage to kick in Consensus EPS (Rs) 6.7 - -
from higher volume growth along with cost benefits from backward integration efforts. Adj. ROAE (%) 1.3 104 124

Adj. PIE (x) 487 357 263
ODM focus: Syrma raised its focus on the EMS-led auto and consumer businesses EVIEBITDA (x) 09 232 166

Adj. EPS growth (%) 561 365 355

owing to better demand, since ODM'’s share in revenue decreased. The company

. .. . . . Source: Company, Bloomberg, BOBCAPS Research | P - Provisional
has carved out an exclusive subsidiary for design & engineering-led product

development, which should raise ODM contribution in the medium term, ultimately Stock performance

aiding the margin profile. ~SYRMA — NSE Nift (Relative)
380

Maintain BUY: The strong FY23 print and upbeat guidance backed by a robust order 350

book and expanded capacity affirm our positive stance on Syrma. Client additions offer 320

long-term revenue visibility while strong domestic demand supports the short-term 222

outlook, though margin expansion could be capped near term amid a thrust on EMS-led 230 .

divisions. We tweak estimates and roll valuations over to Mar'25E for a higher TP of § 8 % § 888 § ﬁa g

2 80 23882 =< 2

Rs 440 (vs. Rs 400), based on an unchanged 35x P/E multiple — retain BUY.

Source: NSE
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RESULT REVIEW

SELL

TP: Rs 585 | v 31%

THE RAMCO CEMENTS | Cement

Strong volume push but pricing pressure persists

= New capacities (+2mt YoY) aided 45% jump in Q4 volumes (28% net of

added capacities)

= Margin gains QoQ driven by softening of fuel cost from Rs 2.4/kcal to

Rs 2.2; YoY cost remains elevated

= FY24/FY25 EPS raised 21%/8% on volume gains, yielding arevised TP
of Rs 585 (vs. Rs 534); retain SELL on expensive valuations

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 20 May 2023

Milind Raginwar | Yash Thakur
research@bobcaps.in

Volume-led topline growth: TRCL’s Q4FY23 revenue grew 51%/29% YoY/QoQ to
Rs 25.6bn driven by a 45%/30% YoY/QoQ jump in volumes to 4.6mt. The eastern
region contributed 24% of volumes. Realisations grew just 4% YoY to Rs 5,526/t,
while dipping 1% QoQ on account of pricing pressure in southern markets.

Softer energy cost QoQ: Operating cost increased 5% YoY (-4% QoQ) to

Rs 4,658/t on 13% YoY energy inflation as blended fuel cost rose to Rs 2.21/kcal
against Rs 1.88/kcal in Q4FY22 and Rs 2.43/kcal in Q3FY23. Additionally, raw material
cost (adj. for inventory) grew 36%/47% YoY/QoQ to Rs 1,147/t. Other expenditure
increased just 5%/4% YoY/QoQ to Rs 2.4bn despite the strong volume push as the
company benefited from improved operating leverage. Logistics cost declined
2%/3% YoY/QoQ to Rs 1,079/t as the average lead distance came down.

Strong EBITDA gains: EBITDA rose 40%/45% YoY/QoQ to Rs 4.1bn and margin
improved 190bps QoQ but declined 120bps YoY to 16.1% due to higher energy
cost. EBITDA/t dipped 4% YoY to Rs 870/t and grew 13% QoQ. Reported PAT of

Rs 1.5bn grew 23%/126% YoY/QoQ despite higher interest expense and depreciation.

Capacity expansion plans: Commissioning timelines are as follows — Odisha
grinding unit line Il with 0.9mtpa of cement capacity: H2FY24, 4AMW of Waste Heat
Recovery System capacity in Kurnool: 18MW thermal power plant and railway
siding: FY24, and two dry mortar plant units in Andhra Pradesh and Odisha: FY24.
Management indicated that the next phase of expansion will begin with Kurnool line
Il (3mt cement, 2.25mt clinker), followed by the Karnataka greenfield plant.

Valuations high; retain SELL: TRCL'’s volume-driven growth is likely to continue,
albeit tempered by pricing pressure. Based on the Q4 print, we raise our FY24/FY25
EPS estimates by 21%/8%. Even so, current valuations of 13.9x FY25E EV/EBITDA
look expensive given TRCL's high gearing, single-digit return ratios and weak margin
profile. We thus retain SELL, valuing the stock at an unchanged 10x FY25E EV/EBITDA
multiple, which implies a replacement cost of Rs 8.1bn/mt — a 10% premium to the
industry average. Post estimate revision, our TP moves to Rs 585 (vs. Rs 534).

EQUITY RESEARCH

Key changes

Target Rating
4

Ticker/Price TRCL IN/Rs 844
Market cap US$ 2.4bn
Free float 58%
3M ADV US$ 4.3mn
52wk high/low Rs 850/Rs 576
Promoter/FPI/DII 42%17%132%

Source: NSE | Price as of 19 May 2023

Key financials

YIE 31 Mar FY23P FY24E FY25E
Total revenue (Rs mn) 81,353 93,036 1,04,850
EBITDA (Rs mn) 11,479 14,657 17,443
Adj. net profit (Rs mn) 3,095 4992 6,590
Adj. EPS (Rs) 13.1 211 279
Consensus EPS (Rs) 131 26.0 325
Adj. ROAE (%) 46 7.1 8.8
Adj. P/E (x) 64.4 39.9 30.3
EV/EBITDA (x) 211 16.4 139

Adj. EPS growth (%)

(654) 613 320

Source: Company, Bloomberg, BOBCAPS Research | P - Provisional

Stock performance

———TRCL —— NSE Nifty (Relative)
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RESULT REVIEW /23 BOBCAPS
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SELL

TP: Rs 3,000 | v 9%

ALKEM LABS | Pharmaceuticals | 20 May 2023

Margin improvement key for revival

Saad Shaikh

= Q4 EBITDA/PAT of Rs 3.5bn/Rs 710mn well short of consensus by 21%/
research@bobcaps.in

79% primarily due to higher operating costs

= Increased sales and marketing spend, field force addition and US price

erosion ate into margins

= Insipid US sales remain a challenge; maintain SELL with an unchanged
TP of Rs 3,000

Strong India growth on launches: Alkem’s Q4FY23 EBITDA/PAT missed consensus Key changes

estimates by 21%/79% due to higher operating costs, despite revenue being a 6% Target Rating

beat. Revenue/EBITDA/PBT grew 17%/5%/22% YoY to Rs 29bn/Rs 3.5bn/Rs 3.1bn <) <)

but fell sequentially (-5%/-41%/-42%). India business outperformed the market

despite a high base, led by strong growth in anti-infectives (+30% YoY), pain (23%), Ticker/Price ALKEM IN/Rs 3,302

respiratory (27%), and dermatology (34%) therapies in the acute space, while Market cap US$ 4.8bn

chronic therapies such as anti-diabetic (+37%) and neuro (+36%) also fared well Free float 41%

with market-beating growth. The recent launch of Sitagliptin helped the anti-diabetic 3MADV US$ 6.3mn

portfolio in Q4. 52wk high/low Rs 3,625/Rs 2,855
Promoter/FPI/DII 57%/4%17%

Steep QoQ decline in US business: US revenue plunged 22% QoQ to US$ 72mn Source: NSE | Price as of 19 May 2023

due to a high base on account of one-time seasonal benefits in the previous quarter. Key financials

Revenue grew 9% YoY (-22% QoQ) in rupee terms. Alkem’s US business remains YIE 31 Mar FY23P FY24E FY25E

under significant pricing pressure with double-digit erosion. Management expects Total revenue (Rsmn) ~ 1,15,993 1,31,675 1,45,175

price erosion to stabilise at high single digits. The company has discontinued the St. EBITDA (Rs mn) 16,095 20,510 23,506

Louis facility in the US (<2% contribution) as part of cost optimisation. Adj. net profit (Rs mn) 10,872 15902 18,632
Adj. EPS (Rs) 909 1330 1559

Cost controls guided to aid margin expansion: Gross/EBITDA margins Consensus EPS (Rs) 909 1334 1614

contracted 170bps/140bps YoY to 56.7%/12.2% (-220bps/-750bps QoQ), with a Adj. ROAE (%) 144 191 196
Adj. PIE (x) 363 248 212

steeper sequential decline on account of tailwinds from the US flu season in Q3.
Overheads costs increased 32% YoY (+20% QoQ) to 22.2% of revenue in Q4 from
17.7%/19.6% in Q3FY23/Q4FY22. Alkem also incurred a one-time loss of Rs 1bn

EV/EBITDA (x) 244 189 160
Adj. EPS growth (%) (345) 463 172

) . . . - Source: Company, Bloomberg, BOBCAPS Research | P - Provisional
on account of fixed asset impairment at the St. Louis facility. Management has

guided for 200bps EBITDA margin improvement to 16% in FY24 on the back of cost Stock performance

optimisation measures. — ALKEM ——— NSE Nifty (Relative)
5,040

Maintain SELL: Relentless price erosion in the US market, elevated input costs and 4,460

higher marketing spends have taken a toll on Alkem’s margins through FY23. This 3,880

apart, we expect the US business to remain sluggish as investments are 23(2)2

recalibrated amid challenges to growth. We maintain our TP at Rs 3,000 based on 2140 4 . I .

an unchanged 15x FY25E EV/EBITDA multiple — a 15% discount to the stock’s 5Y §8§3333993987

222822282222 ¢2

average — and retain SELL given 9% downside potential from the current price.

Source: NSE
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NOT FOR DISTRIBUTION, DIRECTLY ORINDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) ORIN ORINTO ANY OTHER JURISDICTION
IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

Disclaimer

Name of the Research Entity: BOB Capital Markets Limited

Registered office Address: 1704, B Wing, Parinee Crescenzo, G Block, BKC, Bandra East, Mumbai 400051
SEBI Research Analyst Registration No: INH000000040 valid till 03 February 2025

Brand Name: BOBCAPS

Trade Name: www.barodaetrade.com

CIN: U65999MH1996G 01098009

/23 BOBCAPS

Logo:

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

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.

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/fher 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 BOB Capital Markets Limited (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 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 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. BOBCAPS research reports follow rules laid down by Securities
and Exchange Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate
finance advisory or any other activity that may affect the independence of its research reports.

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 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.
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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.

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.

Other disclaimers

BOBCAPS and MAYBANK (as defined below) make no representation or warranty, express or implied, as to the accuracy or completeness of any information obtained
from third parties and expressly disclaim the merchantability, suitability, quality and fitness of this report. The information in this report has not been independently verified,
is provided on an “as is” basis, should not be relied on by you in connection with any contract or commitment, and should not be used as a substitute for enquiries,
procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any securities referred to herein
and you should not construe this report as investment advice. All opinions and estimates contained in this report constitute BOBCAPS'’s judgment as of the date of this
report and are subject to change without notice, and there is no obligation on BOBCAPS or MAYBANK to update this report upon issuance. This report and the information
contained herein may not be reproduced, redistributed, disseminated or copied by any means without the prior consent of BOBCAPS and MAYBANK.

To the full extent permitted by law neither BOBCAPS, MAYBANK nor any of their respective affiliates, nor any other person, accepts any liability howsoever arising,
whether in contract, tort, negligence, strict liability or any other basis, including without limitation, direct or indirect, special, incidental, consequential or punitive damages
arising from any use of this report or the information contained herein. By accepting this report, you agree and undertake to fully indemnify and hold harmless BOBCAPS
and MAYBANK from and against claims, charges, actions, proceedings, losses, liabilities, damages, expenses and demands (collectively, the “Losses”) which
BOBCAPS and/or MAYBANK may incur or suffer in any jurisdiction including but not limited to those Losses incurred by BOBCAPS and/or MAYBANK as a result of
any proceedings or actions brought against them by any regulators and/or authorities, and which in any case are directly or indirectly occasioned by or result from or
are attributable to anything done or omitted in relation to or arising from or in connection with this report.

Distribution into the United Kingdom (“UK”):

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities (London)
Ltd) (“MSL”) who is authorised and regulated by the Financial Conduct Authority (‘FCA”) in the United Kingdom (MSL and its affiliates are collectively referred to as
“MAYBANK”). BOBCAPS is not authorized to directly distribute this research report in the UK.

This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional
clients of MAYBANK as selected by MAYBANK solely at its discretion; (b) have professional experience in matters relating to investments falling within Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended from time to time (the “Order”), or (c) fall within Article 49(2)(a) to (d) (high net
worth companies, unincorporated associations, etc. as mentioned in the stated Article) of the Order; (all such persons together being referred to as “relevant persons”).

This research report is directed only at relevant persons and must not be acted on or relied on by any persons who are not relevant persons. Any investment or
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons.

The relevant person as recipient of this research report is not permitted to reproduce, change, remove, pass on, distribute or disseminate the data or make it available
to third parties without the written permission of BOBCAPS or MAYBANK. Any decision taken by the relevant person(s) pursuant to the research report shall be solely
at their costs and consequences and BOBCAPS and MAYBANK shall not have any liability of whatsoever nature in this regard.

No distribution into the US:

This report will not be distributed in the US and no US person may rely on this communication.

Other jurisdictions:

This report has been prepared in accordance with SEBI (Research Analysts) Regulations and not in accordance with local regulatory requirements of any other
jurisdiction. In any other jurisdictions, this report is only for distribution (subject to applicable legal or regulatory restrictions) to professional, institutional or sophisticated
investors as defined in the laws and regulations of such jurisdictions by Maybank Securities Pte Ltd. (Singapore) and / or by any broker-dealer affiliate or such other
affiliate as determined by Malayan Banking Berhad.

If the recipient of this report is not as specified above, then it should not act upon this report and return the same to the sender.

By accepting this report, you agree to be bound by the foregoing limitations.
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