/&3 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

FIRST LIGHT 31 July 2023
RESEARCH
BOB ECONOMICS RESEARCH | CURRENCY OUTLOOK Daily macro indicators
INR likely to remain range-bound Ticker 26-Jul 27-Jul  Chg (%)
us 10v 387 400 13bps
BOB ECONOMICS RESEARCH | FISCAL UPDATE yield (%)
India 10Y
Trends in state fiscal deficits yield (%) 7.10 7.12 2bps
USD/INR 82.00 81.94 0.1
SBI CARD | TARGET: Rs 1,011 | +18% | BUY B
rent Crude
. . ) 82.9 84.2 1.6
Higher provisions dent net profit (US$/bbl)
Dow 35520 35283 0.7)
. 0,
ASHOK LEYLAND | TARGET: Rs 210 | +17% | BUY Hang Seng 19365 19639 14
Healthy growth trajectory; maintain BUY
Sensex 66,707 66,267 (0.7)
INDRAPRASTHA GAS | TARGET: Rs 550 | +19% | BUY India Fil 25-Jul 26-Jul Chg
(US$ mn) ($ mn)
Volume outlook soft near-term but healthy medium-term FID 48 26 2.4)
NIPPON LIFE INDIA AMC | TARGET: Rs 365 | +15% | BUY FIl-E 349.0 1379 (2110

On a firm footing Source: Bank of Baroda Economics Research

AJANTA PHARMA | TARGET: Rs 1,860 | +15% | BUY

Q1 beat sparked by sharp margin recovery

NESTLE INDIA | TARGET: Rs 26,430 | +18% | BUY
Healthy growth backed by market penetration

SUMMARY

INDIA ECONOMICS: CURRENCY OUTLOOK

Global growth and inflation continue to show diverging trends. While growth in major
advanced economies has been under pressure, US economy continues to remain on
a strong footing. This has made guessing the future course of policy action highly
uncertain. While the dollar remained under pressure for most part of the month,
robust macro data i.e. Q2CY23 GDP and jobless claims has once again raised the
possibility of more rate hikes. In response, DXY has rallied which is weighing on
INR. We expect INR to trade in the range of 82/$-83/$ in the next fortnight. Support
is likely to come from FPI inflows and RBI intervention, while rising oil prices pose a
significant risk to the trajectory.

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 and analyst certifications are provided at the end of the report.


mailto:fundamental.research@bobcaps.in
https://www.barodaetrade.com/Reports/BOBEconomics-CurrencyOutlook28Jul23-Research.pdf

FIRST LIGHT

INDIA ECONOMICS: FISCAL UPDATE

In order to analyse the health of state finances in FY23 and FY24, we start by
looking at the trends in fiscal balance of states. Out of the 26 states analysed in
this study, 12 exceeded their budgetary targets in FY23, while 14 reported
consolidation. On an aggregate level, actual fiscal deficit these sample states came
in at 2.9% of GSDP, unchanged from last year (FY22) and down from 3.4%
projected in budgetary estimates (FY23BE).

Click here for the full report.

SBI CARD

= Q1 credit cost climbed 130bps YoY to 7.1% of loans (calc.) owing to stress
from customers acquired in CY19, inducing a 5% fall in net profit

= Revolver accounts muted; NIM stable as better yields on the EMI book set off
a higher cost of funds

= TP revised to Rs 1,011 (vs. Rs 1,050) as we trim FY24/FY25 PAT forecasts by
8%/4%; maintain BUY

Click here for the full report.

ASHOK LEYLAND

= Q1 revenue up 13% YoY despite weak seasonality, led by a mix of volume
growth (+5%) and realisation gains (+8%)

=  Gross margin up 570bps YoY to 26.4%; EBITDA margin at ~10% and guided
to hold at this level

= FY24/FY25 EPS estimates raised ~4% each for a revised SOTP-based TP of
Rs 210 (vs. Rs 199); maintain BUY

Click here for the full report.

INDRAPRASTHA GAS

= Q1 results benefitted from uptick in margin above long-term guidance, but
volumes were soft (+4% YoY)

= Expect an 8% volume CAGR over FY23-FY26 as new GAs and CNG vehicle
additions ramp up

= TP raised to Rs 550 (from Rs 520) as we roll valuations forward; we believe
CNG will coexist with EVs and reiterate BUY

Click here for the full report.
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FIRST LIGHT

NIPPON LIFE INDIA AMC

QAAUM growth strong at 12% YoY in Q1 fuelled by 20% share of industry-
wide net equity flows (ex-arbitrage and index)

Market share inched up across categories, barring liquid schemes, with
industry ranking maintained

TP raised to Rs 365 (vs. Rs 305) as we increase FY24/FY25 PAT 15%/9%
and value the stock at 24x FY25E EPS (vs. 22x); maintain BUY

Click here for the full report.

AJANTA PHARMA

Strong Q1 beat with EBITDA/PAT of Rs 2.7bn/Rs 2.1bn coming in 17%/ 39%
ahead of consensus due to margin recovery

EBITDA margin rebounded to 26.6% (+325bps YoY) on softer API prices and
reduction in logistics costs; FY24 guidance at 24-26%

TP raised to Rs 1,860 (vs. Rs 1,520) on 7-9% higher EBITDA estimates for
FY24/FY25 and a 12.5x (vs. 11x) EV/EBITDA multiple; retain BUY

Click here for the full report.

NESTLE INDIA

Q2 revenue up 15% YoY led by strong growth across categories and
geographies; margins remained healthy

RURBAN strategy boosting the distribution footprint while e-commerce now
contributes 6.5% of sales

Increased focus on innovation and brand building; maintain BUY with
unchanged TP of Rs 26,430

Click here for the full report.
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INDIA ECONOMICS

CURRENCY OUTLOOK
INR likely to remain range-bound

Global growth and inflation continue to show diverging trends. While growth in
major advanced economies has been under pressure, US economy continues to
remain on a strong footing. This has made guessing the future course of policy
action highly uncertain. While the dollar remained under pressure for most part
of the month, robust macro datai.e. Q2CY23 GDP and jobless claims has once
again raised the possibility of more rate hikes. In response, DXY has rallied which
is weighing on INR. We expect INR to trade in the range of 82/$-83/$ in the next
fortnight. Support is likely to come from FPI inflows and RBI intervention, while

rising oil prices pose a significant risk to the trajectory.

28 July 2023

Aditi Gupta
Economist
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Movement in global currencies in Jul’23

Barring a few exceptions, most global currencies ended higher against the dollar in
Jul’23. DXY came under pressure amidst expectations that the Fed is near the end
of its rate hike cycle. This was reinforced by US CPI data which showed a significant
moderation in price pressures. Commentary by Fed Chair suggested that the central
bank is likely to weigh incoming data before moving on rates. However, data
released yesterday showed that US GDP growth was much higher than expectations
and labour market remains stubbornly tight, which has swayed market expectations
in favor of an additional rate hike this year, which helped the dollar recoup some of
its losses in the last trading session. Even so, DXY is 1.1% lower this month, which
has benefitted other currencies. EM currencies such as ZAR and THB have in
particular posted solid gains.

Figure 1: Pressure on global currencies
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Source: Bloomberg, Bank of Baroda Research | Note: Data as of 27 Jul 2023 | Figures in bracket denote depreciation against the dollar

JPY which remained the worst performing currency for the major part of year,
reversed its course and rose by 3.5%. This was on expectations of a possible action
by BoJ amidst persistently above inflation prints. With the BoJ announcing a tweak
in its yield control curve (YCC), JPY has jumped even more today.
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INDIA ECONOMICS

FISCAL UPDATE

Trends in state fiscal deficits

In order to analyse the health of state finances in FY23 and FY24, we start by
looking at the trends in fiscal balance of states. Out of the 26 states analysed in
this study, 12 exceeded their budgetary targets in FY23, while 14 reported
consolidation. On an aggregate level, actual fiscal deficit these sample states
came in at 2.9% of GSDP, unchanged from last year (FY22) and down from 3.4%
projected in budgetary estimates (FY23BE).
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28 July 2023

Sonal Badhan
Economist

In FY23, most significant breach was noted in case of states like Nagaland
(+1537bps), Bihar (+808bps) and Mizoram (+423bps). Other states which exceeded
their fiscal deficit targets by more than a percentage point, included North Eastern
states (Meghalaya, Arunachal Pradesh, Assam, Sikkim), Himachal Pradesh and
Punjab. Manipur, Andhra Pradesh and Haryana also exceeded their targets.

Figure 1: States which exceeded FY23 fiscal deficit ratio (BE)

Deviation in Fiscal Deficit (Actual versus BE)
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Source: CEIC, Bank of Baroda Research| Note: Positive number implies breach of target, Negative implies less than target (BE)

On the other hand, states like Uttarakhand (-219bps) and Chhattisgarh (-205bps)
achieved fiscal consolidation of more than two percentage points in FY23. Other
states which recorded consolidation by over/near a percentage point include: Kerala
(-167bps), Jharkhand, Telangana, Odisha, Gujarat, Tamil Nadu, and Karnataka (-
99bps). Smaller leaps were made by Rajasthan (-33bps), UP, W. Bengal,
Maharashtra and Madhya Pradesh (-72bps).

Figure 2: States which reported lower fiscal deficit ratio in FY23 versus (BE)
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BUY

TP: Rs 1,011 | A 18%

SBI CARD | NBFC | 29 July 2023

Higher provisions dent net profit

Mohit Mangal

= Q1 credit cost climbed 130bps YoY to 7.1% of loans (calc.) owing to
research@bobcaps.in

stress from customers acquired in CY19, inducing a 5% fall in net profit

= Revolver accounts muted; NIM stable as better yields on the EMI book

set off a higher cost of funds

= TP revised to Rs 1,011 (vs. Rs 1,050) as we trim FY24/FY25 PAT
forecasts by 8%/4%; maintain BUY

Credit cost hits profitability: SBI Card’s net profit declined 5% YoY (flattish QoQ) Key changes

in Q1FY24 owing to higher credit cost at Rs 7bn or 7.1% of loans (+130bps YoY, Target Rating

51bps QoQ), as stress emanated from customers acquired in CY19. These v <4

accounts constitute 16% of assets and 20% of NPA (Rs 600mn or 14bps) as of Q1.

The company has boosted collection efforts and reduced credit limits to guard Ticker/Price SBICARD IN/Rs 857

against further defaults, guiding for lower credit cost of 5.8-6.2% for H2FY?24. Market cap US$ 9.9bn

GNPA/NNPA were stable at 2.4%/0.9% in Q1. We now bake in credit cost of Free float 31%

6.3%/6.2% for FY24/FY25 (vs. 6% each earlier) and consequently prune our PAT 3MADV US$ 13.2mn

estimates by 8%/4% to Rs 26bn/Rs 33bn. 52wk high/low Rs 1,029/Rs 696
Promoter/FPI/DII 69%/8%/17%

Spends growth robust: Q1 credit card spends climbed to a peak of Rs 739bn, Source: NSE | Price as of 28.Jul 2023

rising 24% YoY and 3% QoQ. Corporate spends grew 10% YoY (-4% QoQ), Key financials

constituting 21% of the total. Retails spends increased 28% YoY (+5% QoQ), forming Y/E 31 Mar FY23A FY24E FY25E
79% share. Cards in force grew 21% YoY to 17.3mn in Q1 with 0.6mn additions. Netinterestincome (Rs 45053 55743 71,840

NII‘growth (%) 174 237 289
NIM stable; cost of funds guided to rise in Q2: NIM (calc.) was stable QoQ at Adj. net profit (Rs mn) 22585 26241 33,106
~11% as the company was able to pass on a higher cost of funds to customers. EPS (Rs) 238 276 348
Yield on the EMI book increased 120-150bps. Non-interest income (including fee Consensus EPS (Rs) 238 290 370
income) grew 23% YoY, showcasing high customer interest. Despite its assumption of PIE (x) 360 310 246
no further rate hikes by RBI, management expects the cost of funds to increase by PIBV () 83 67 54
5-10bps in Q2 as liabilities, especially longer-term funds, get repriced upward. ROA (%) 56 52 53

ROE (%) 257 239 242
Revolving credit muted: Gross receivables rose 30% YoY to Rs 433bn in Q1, of Source: Company, Bloomberg, BOBCAPS Research

which revolver credit grew 20%, EMIs 41% and transactors 30%. Revolver share Stock performance

remained muted at 24%, whereas EMI customers held at 38% of receivables.

——— SBICARD —— NSE Nifty (Relative)
1,340

Maintain BUY: SBI Card, India’s only listed credit card player, remains in a strong 1.200

position to grow backed by a wide array of offerings that drive robust spends. Q1 1,060

witnessed record growth in spends and non-interest income, but higher credit cost 920

leads us to trim our net profit forecasts. This translates to a revised TP of Rs 1,011 780

(vs. Rs 1,050), set at an unchanged FY25E P/E multiple of 29x, 35% below the long- 6405'\; SssssyIYIAIIR

term mean. We retain BUY for a potential upside of 18%. 3852385238823

Source: NSE
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RESULT REVIEW

BUY

TP: Rs 210 | A17%

ASHOK LEYLAND | Automobiles

Healthy growth trajectory; maintain BUY

= Qlrevenue up 13% YoY despite weak seasonality, led by a mix of

volume growth (+5%) and realisation gains (+8%)

= Gross margin up 570bps YoY to 26.4%; EBITDA margin at ~10% and
guided to hold at this level

= FY24/FY25 EPS estimates raised ~4% each for a revised SOTP-based
TP of Rs 210 (vs. Rs 199); maintain BUY

/23 BOBCAPS

TRUS

T | INNOVATION | EXCELLENCE

| 29 July 2023

Milind Raginwar
research@bobcaps.in

Healthy topline growth: AL’'s Q1FY24 revenue grew 13% YoY to Rs 81.9bn in a
traditionally weak quarter, contributed by volume growth of 5% to 41.3k units. Net
realisation per vehicle (NRPV) grew at a strong 8% YoY to Rs 1,981k on the back of
price hikes (2-4% across CVs) and a richer product mix. The company raised prices
in March which bolstered realisations in Q1FY24.

Margin expansion on track: Raw material cost improved to 73.6% of net sales vs.
79.3% in Q1FY23 (75.4% in Q4FY23). Gross margin at 26.4% thus expanded
570bps YoY. Other expenses rose 9% YoY to Rs 7.9bn. EBITDA more than doubled
to Rs 8.3bn from Rs 3.2bn in Q1FY23 with a 10% margin (+570bps YoY) due to
better operating leverage. Management expects margins to hold at this level in
FY24-25. Adj. PAT increased to Rs 4.1bn from Rs 550mn in Q1FY23.

Working capital days and leverage rise, cash generation to improve: AL’s net
working capital days rose by 11 days QoQ, causing net debt to increase from
negative Rs 2.4bn in the year-ago quarter to Rs 14.6bn and operating working capital
to rise to Rs 15.2bn. This is typical of the first quarter as demand picks up and dealer
inventory is filled. Management expects the pressure to ease as demand peaks.

EV mix, pipeline and capex: AL’s launch pipeline includes: (i) two Switch EV LCVs
in H2FY24, (ii) an Ather bus variant, and (iii) a potential European model bus. The
company will enter into pilot test programmes for EV trucks. AL infused Rs 4bn in
Q1 through short-term loans and will incur another Rs 8bn of capex over FY24.

Maintain BUY: Though margins may be impacted by reversal of commodity
softening trends in the short term, we now expect 150bps EBITDA margin expansion
over FY23-FY25 to ~10% as we factor in AL’s sustained beat over industry growth in
the CV segment, continued leadership in the bus segment, new launches and entry
into EVs. Export recovery will add comfort. We raise our FY24/FY25 EPS estimates
by ~4% each for a revised SOTP-based TP of Rs 210 (vs. Rs 199), ascribing an
unchanged 20x FY25E P/E multiple to the standalone business — in line with
medium term average multiple. BUY.

EQUITY RESEARCH

Key changes

Target Rating
4

Ticker/Price AL INIRs 179
Market cap USS$ 6.4bn
Free float 49%
3M ADV US$ 24.1mn
52wk high/low Rs 187/Rs 133
Promoter/FPI/DII 52%/17%/15%

Source: NSE | Price as of 28 Jul 2023

Key financials

YIE 31 Mar FY23A FY24E FY25E
Total revenue (Rsmn)  3,61,441 4,31,673 5,13,036
EBITDA (Rs mn) 29,307 40,155 49,472
Adj. net profit (Rs mn) 12,955 22281 28,551
Adj. EPS (Rs) 47 76 9.7
Consensus EPS (Rs) 47 71 91
Adj. ROAE (%) 154 216 222
Adj. P/E (x) 38.1 23.6 184
EV/EBITDA (x) 18.9 135 10.0
Adj. EPS growth (%) 4079.0 72.0 281
Source: Company, Bloomberg, BOBCAPS Research
Stock performance
———AL  —— NSE Nifty (Relative)
190
160
130
100
70
40 +— — T —
S55553898888%
S8s8&23882388213

Source: NSE
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BUY

TP: Rs 550 | A 19%

INDRAPRASTHA GAS | Oil & Gas | 29 July 2023

Volume outlook soft near-term but healthy medium-term

Kirtan Mehta, CFA | Yash Thakur

= Qlresults benefitted from uptick in margin above long-term guidance,
research@bobcaps.in

but volumes were soft (+4% YoY)

= Expect an 8% volume CAGR over FY23-FY26 as new GAs and CNG

vehicle additions ramp up

= TP raised to Rs 550 (from Rs 520) as we roll valuations forward; we
believe CNG will coexist with EVs and reiterate BUY

Q1 margin a beat but volumes soft: IGL's Q1FY24 EBITDA was 9%/5% ahead of Key changes

consensus/our forecasts. EBITDA grew 38% QoQ with a Rs 2.3/scm recovery in Target Rating
margin to Rs 8.6/scm, though volumes declined 0.7% QoQ and grew just 4% YoY. <)
Soft volume growth a near-term concern...: We believe Q1 volumes were hit by a Ticker/Price IGL INRs 462
lower use in cars this summer and slowdown in CNG vehicle additions over the past Market cap US$ 3.96n
6-9 months. Further, industrial volumes fell 5% QoQ (-2% YoY) with higher competition Free float 55%
from propane and LPG. While total volumes have now recovered to 8.3-8.35mmscmd 3M ADV US$ 9.1mn
(vs. 8.2mmscmd in Q1), heavy rains in July are likely to have some impact. 52wk high/low Rs 516/Rs 344
Promoter/FPI/DII 45%122%120%
...but volumes hold promise in medium-term: Given IGL’s clarification of 9mmscmd/ Source: NSE | Price as of 28 Jul 2023

10mmscmd being exit volume targets for FY24/FY25, we lower our volume growth

Key financials
estimates slightly by 3%/1%. We still build in a healthy 8.4% CAGR over FY23-FY26.

YIE 31 Mar FY23P FY24E FY25E
Total revenue (Rsmn)  1,41,459 1,34,515 1,53,255
Volume growth drivers: Key drivers include — (a) acceleration in capex to connect EBITDA (Rs mn) 20398 24338 26,828
new GAs (Rewari, Kanpur and Muzaffarnagar) which could add 0.2-0.3mmscmd in Adj. net profit (Rs mn) 16397 19208 20917
FY24 itself, (b) ramp-up of CNG vehicle additions to 14.4k/month in Q1FY24 Adj. EPS (Rs) 234 274 299
from 13k in Q4FY23 with higher car sales of 7.8k in June from 5.5k in April, Consensus EPS (Rs) 234 268 295
(c) commercial launch of the long-haul type-4 cylinder by Ashok Leyland in its 12- Adj. ROAE (%) 211 223 209
seater CNG vehicle, and (d) price cuts taken by IGL at Rewari to accelerate adoption Adj. PIE (x) 197 168 155
and in the industrial segment to improve competitiveness over propane and LPG. EVIEBITDA (x) 152 125 110
Adj. EPS growth (%) 91 174 8.9
EBITDA margin healthy: While we expect the stronger EBITDA margin to sustain Souroe: Company, Bloomberg, BOBCAPS Research | P - Provisonel
in H1FY24, we model for a softening in H2 to Rs 7-7.5/scm assuming price cuts in Stock performance
petrol and diesel. We still expect the FY24 margin to average at Rs 7.7/scm and to 6L —— NSENity (Relative)
remain within the guided range of Rs 7.5-8.0/scm over FY24-FY26. 70
630
Reiterate BUY: Rolling valuations forward to Jul’24, we raise our DCF-based TP to 550
Rs 550 (from Rs 520), which assumes an 11% cost of equity, ~8% volume CAGR 470
and ~Rs 8.0/scm average EBITDA margin over FY24-FY33, with terminal growth of 2?2 | . . ey -
4%. Our TP implies an FY24E P/E of 20x, broadly in line with the 5Y mean forward S § 5§55 § § §88 "ﬁ g8
S8s8&23882388213

multiple. Given ~20% upside, we reiterate BUY.

Source: NSE
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RESULT REVIEW

BUY

TP: Rs 365 | A 15%

NIPPON LIFE INDIA AMC | NBFC

On afirm footing

= QAAUM growth strong at 12% YoY in Q1 fuelled by 20% share of industry-
wide net equity flows (ex-arbitrage and index)

= Market share inched up across categories, barring liquid schemes, with

industry ranking maintained

= TP raised to Rs 365 (vs. Rs 305) as we increase FY24/FY25 PAT 15%/9%
and value the stock at 24x FY25E EPS (vs. 22x); maintain BUY

/23 BOBCAPS

TRUS

T | INNOVATION | EXCELLENCE

| 28 July 2023

Mohit Mangal
research@bobcaps.in

Strong quarter: Nippon AMC’s total income grew 57% YoY (21% QoQ) to Rs 4.7bn
in Q1FY24. Of this, revenue from operations increased 12% YoY to Rs 3.5bn and
other income shot up to Rs 1.2bn (vs. Rs 397mn in Q4FY23 and a loss of Rs 167mn
in Q1FY23) lifted by MTM gains. Consequently, PAT more than doubled YoY to Rs
2.4bn with core PAT (ex-MTM) growing 16% YoY to Rs 1.5bn.

AUM up 12% YoY: QAAUM saw robust 12% YoY growth to Rs 3.1tn with equity
QAAUM increasing 20% YoY and debt flattish (but up 19% QoQ). Nippon AMC
accounted for 20% of industry net equity flows (except arbitrage and index) in Q1.
ETFs constituted 24% of the company’s QAAUM, cementing its leadership in the
category. We bake in the Q1 print by raising our FY24/FY25 AUM estimates by
5%I7% to Rs 3.4tn/3.8tn and net profit estimates by 15%/9% to Rs 8.9bn/Rs 9.5bn.

Market share stable; rank maintained: QAAUM-based market share witnessed
minor gains to 7.3%. Equity market share stood at 6.3%. The debt and ETF
segments clocked increases of 44bps and 12bps QoQ respectively. On MAAUM
basis, the company maintained its fourth rank overall and sixth rank in equity assets.

Yields under pressure: Yield (calc.) was flattish YoY at 45bps but fell from 47bps in
Q4FY23 due to (i) the mandated reduction in TER as AUM rises, (ii) lowering of
yields in some debt schemes in a bid to increase volumes, and (iii) a change in AUM
composition towards the low-yield ETF business.

Estimates raised; maintain BUY: The stock is currently trading at 21x FY25E EPS.
Factoring in robust equity flows, rising market share and continued ETF leadership,
we increase our target P/E multiple from 22x to 24x FY25E EPS — a 10% discount to
mean. Together with estimate changes, this translates to a revised TP of Rs 365 (vs.
Rs 305), offering 15% upside. Nippon AMC remains our top pick in the asset
management space — maintain BUY. Regulatory headwinds from potential TER
revision along with lower net flows for the industry could pose downside risks.

EQUITY RESEARCH

Key changes

Target Rating
4

Ticker/Price NAM IN/Rs 317
Market cap US$ 2.4bn
Free float 12%
3M ADV US$ 2.8mn
52wk high/low Rs 326/Rs 197
Promoter/FPI/DII 74%16%/9%
Source: NSE | Price as of 27 Jul 2023
Key financials
YIE 31 Mar FY23A FY24E FY25E
Core PBT (Rs mn) 7610 8,387 9,904
Core PBT (YoY) 0.2 10.2 18.1
Adj. net profit (Rs mn) 7,229 8953 9,528
EPS (Rs) 115 14.3 15.2
Consensus EPS (Rs) 115 12.6 141
MCap/AAAUM (%) 6.8 59 52
ROAAAUM (bps) 24.7 26.7 248
ROE (%) 20.7 248 25.1
P/E (x) 275 222 20.9

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

——— NAM  ——— NSE Nifty (Relative)
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TRUST | INNOVATION | EXCELLENCE

BUY

TP: Rs 1,860 | A 15%

AJANTA PHARMA | Pharmaceuticals | 28 July 2023

Q1 beat sparked by sharp margin recovery

= Strong Q1 beat with EBITDA/PAT of Rs 2.7bn/Rs 2.1bn coming in 17%/ Saad Shaikh
] research@bobcaps.in
39% ahead of consensus due to margin recovery

= EBITDA margin rebounded to 26.6% (+325bps YoY) on softer API prices

and reduction in logistics costs; FY24 guidance at 24-26%

= TP raised to Rs 1,860 (vs. Rs 1,520) on 7-9% higher EBITDA estimates
for FY24/FY25 and a 12.5x (vs. 11x) EV/EBITDA multiple; retain BUY

Domestic branded formulations and US business aid revenue growth: AJP Key changes
delivered a strong Q1FY24 performance with revenue up 7% YoY to Rs 10.2bn and Target Rating
EBITDA/PAT rising 22%/19% YoY to Rs 2.7bn/Rs 2.1bn, beating consensus by <)
17%/39%. India business increased 14% YoY (11% QoQ) led by market-beating
growth in therapies such as cardiology (13% YoY vs. segment growth of 11%), Ticker/Price AJP IN/Rs 1,616
ophthalmology (15% vs. 12%), dermatology (21% vs. 8%). Market cap US$ 2.5bn

Free float 31%
Reduced US price erosion; stabilising Euro key positives: AJP recorded healthy 3M ADV US$ 3.4mn
growth of 8% QoQ CC to US$ 26mn in the US business, with price erosion slowing 52wk high/low Rs 1,735/Rs 1,112
from double digits to single digits. Management expects mid-single-digit growth in Promoter/FPI/DII 66%/10%/15%

the US business for FY24 with the planned launch of 4-5 products. Africa business Source: NSE | Price as of 28.Jul 2023

(-9% YoY) saw supply disruptions but is recovering and could also see benefits from Key financials

euro appreciation against the rupee. Asia business increased just 6% YoY (+7% Y/E 31 Mar FY23A FY24E FY25E
QoQ), but management expects growth in the mid-teens for FY24. Total revenue (Rs mn) 37426 41804 47,096

EBITDA (Rs mn) 7,832 10,390 12,223
Margin recovery, guidance healthy: After a sub-20% EBITDA margin in Q3 and Adj. net profit (Rs mn) 5879 7,661 8949
Q4 of FY23, AJP posted a rebound to 26.6% in Q1 on the back of gross margin Adj. EPS (Rs) 465 606 708
recovery to 75.3% (+480bps YoY). This recovery was aided by softening API prices Consensus EPS (Rs) 465 588 702
(~200bps benefit), an appreciating euro, and stabilising price erosion in the US Adj. ROAE (%) 76 207 205
market. EBITDA margin further benefited from a reduction in international logistics Ad;. PIE () M1 266 228
cost. Management expects an FY24 gross margin of ~75% and EBITDA margin in EVIEBITDA (x 258 194 164

Adj. EPS growth (%) 439) 303 168

the range of 24-26%.

Source: Company, Bloomberg, BOBCAPS Research

Earnings call highlights: (1) AJP plans to incur ~Rs 2bn in capex for FY24. Stock performance
(2) R&D is guided to hold at 6% of revenue for the fiscal year. (3) Chantix could be AP — NSENify (Relative)
launched in Q4FY24 or Q1FY25. 1,720

1,550
Maintain BUY, TP raised to Rs 1,860: We increase our FY24-FY25 EBITDA 1,380 N
estimates by considering the Q1 margin recovery and healthy guidance, in addition 1.210
to a stabilising pricing environment in the US. We also raise our target FY25E 12‘;2 i o
EV/EBITDA multiple to 12.5x — a 15% discount to the stock’s 5Y average — and § § g Ea i i g @Q § § g ‘J;; §

So0S8<°o0S8S<>o0S8<™

accordingly move to a new TP of Rs 1,860 (from Rs 1,520). BUY.

Source: NSE
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BUY

TP: Rs 26,430 | A 18%

NESTLE INDIA | Consumer Staples | 28 July 2023

Healthy growth backed by market penetration

Vikrant Kashyap

= Q2revenue up 15% YoY led by strong growth across categories and
research@bobcaps.in

geographies; margins remained healthy

= RURBAN strategy boosting the distribution footprint while e-commerce

now contributes 6.5% of sales

= |Increased focus on innovation and brand building; maintain BUY with
unchanged TP of Rs 26,430

Growth momentum continues: NEST posted healthy topline growth of 15% YoY in

Key changes

Q2CY23 supported by a better product mix, prudent pricing, and higher volumes. Target Rating
Export revenue registered strong double-digit growth. NEST has delivered double- <) <)
digit growth across product segments for the fifth consecutive quarter and indicated
that it has performed well across megacities, metros, tier-1-to-6 towns, and rural Ticker/Price NEST INIRs 22,325
markets. The e-commerce channel now contributes 6.5% of sales led by quick Market cap US$ 26.2bn
commerce. The company continues to drive innovation and launched three new Free float 37%
products in India. 3MADV US$ 18.5mn
52wk high/low Rs 23,395/Rs 17,880
Promoter/FPI/DII 63%/12%125%

Strong growth across portfolios: The prepared dishes and cooking aids business
delivered double-digit growth driven by Maggie noodles. Confectionary performed
well led by Kitkat and Munch which were backed by strong consumer engagement
and media campaigns. The beverages segment registered robust double-digit
growth on the back of Nescafe Classic, Nescafe Sunrise, and Nescafe Gold. The

Source: NSE | Price as of 27 Jul 2023

Key financials
YIE 31 Dec

CY22A CY23E CY24E

Total revenue (Rs mn)

1,68,969 1,98,192 2,25,516

milk and nutrition portfolio posted strong double-digit growth despite inflation in EBITDA (Rs mn) 37,125 47,894 56,828
Milkmaid and Peptamen. Adj. net profit (Rs mn) 23905 31,242 36,666

Adj. EPS (Rs) 2479 3240 3803
Margins remained healthy: NEST's gross profit margin improved by 100bps QoQ Consensus EPS (Rs) 2479 3066 3509
and 80bps YoY to 54.8% in Q2 owing to price correction in edible oil, wheat, and Adj. ROAE (%) 972 1064 1048
packaging material, along with stability in fresh milk. Robusta coffee prices remain Adj. PIE (x) %00 689 987
elevated and are expected to stay volatile. EBITDA margin at 22.7% expanded EVIEBITDA (x) 580 449 379

Adj. EPS growth (%) 15 307 174

200bps YoY but remains unchanged sequentially.

Source: Company, Bloomberg, BOBCAPS Research

Maintain BUY: NEST continues to deliver a strong performance in a challenging Stock performance

economic climate supported by strong consumer engagement, new launches, and a

———NEST —— NSE Nifty (Relative)
strategy of penetration-led volume growth. We expect sustained, profitable growth 31,180
underpinned by investments in innovation and premiumisation, direct reach 27,830
expansion with a rural focus, and forays into newer categories. The stock is trading 24,480
. . 21,130
at 70.9x/60.4x CY23E/CY24E EPS. Given the sustained outperformance, we 17780
maintain our target P/E at 69.5x on CY24E, 18% premium to the 10Y average 14:430 [ e
multiple, for an unchanged TP of Rs 26,430. BUY. §S8§S3535598939888§
S8s85&2388&2338s323

Source: NSE
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN ORINTO 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

B} 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.

EQUITY RESEARCH 31 July 2023



	RESEARCH SUMMARY
	CURRENCY OUTLOOK 
	FISCAL UPDATE 
	SBI CARD 
	ASHOK LEYLAND
	INDRAPRASTHA GAS
	NIPPON LIFE INDIA AMC
	AJANTA PHARMA
	NESTLE INDIA 

