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RESEARCH
LUPIN | TARGET: Rs 800 | -25% | SELL Daily macro indicators
Improvements visible; runup behind downgrade Ticker 02-Aug  03-Aug  Chg (%)
us 10v 408 418 10bps
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USD/INR 82.59 82.73 (0.2)
BOB ECONOMICS RESEARCH | PRICE PICTURE B
rent Crude 832 85 1 23
How prices look in Jul’23 (US$/bbl) : : :
Dow 35,283 35,216 (0.2)
. 0,
CUMMINS INDIA | TARGET: Rs 2,110 | +17% | BUY Hang Seng 19517 19421 05)
Strong quarter; primed for rating transition
Sensex 65,783 65,241 (0.8)
KEC INTERNATIONAL | TARGET: Rs 630 | -3% | HOLD India Fil 01-Aug  02-Aug Chg
(US$ mn) ($ mn)
Healthy inflows, margin improvement ahead FID 126.9 18 (125.1)
BLUE STAR | TARGET: Rs 880 | +15% | BUY FIl-E 31 (182.0)  (185.1)

In-line numbers steady growth ahead Source: Bank of Baroda Economics Research

ZYDUS WELLNESS | TARGET: Rs 1,556 | +9% | HOLD

Poor showing in a seasonally strong quarter

ORIENT ELECTRIC | TARGET: Rs 250 | +4% | HOLD
Reasonably healthy quarter

DABUR INDIA | TARGET: Rs 669 | +21% | BUY

Volume growth visible in rural markets

SUMMARY

LUPIN

= Q1 a beat with revenue/EBITDA running 8%/25% ahead of consensus; gross
margin improves to 65.9% (64.4 ex-licensing income)

= gSpiriva launch in Q2, turnaround in US subsidiary and higher margin guidance
point to an improving performance

=  On rollover, we have a new TP of Rs 800 (vs. Rs 700), but positives appear
priced in post rally — cut from HOLD to SELL
BOBCAPS Research

Click here for the full report. 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. ‘
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FIRST LIGHT

INDIA ECONOMICS: MONSOON UPDATE

All India cumulative seasonal rainfall is 5% above LPA as of 4 Aug2023. The
distribution of rainfall has pushed kharif sowing higher compared with last year.
Sown area of rice, sugarcane and oilseeds have registered an improvement.
Pulses sowing continue to lag, though there still has been some improvement
since last week. In hindsight, as major part of pulses sowing has already been
completed, we do not expect sowing levels to be higher than last year. On
distribution of rainfall, region wise, Southern Peninsula and Eastern region have
recorded lower rainfall and are in the deficient zone during this period. North West
and Central region continue to register surplus rainfall.

Click here for the full report.

INDIA ECONOMICS: PRICE PICTURE

BoB Essential Commodity Index (BoB ECI) has picked up sharply by 4.9% (MoM)
and 6.5% (YoY) in Jul'23. For the 4 days of Aug, it rose by 7.5% (YoY). This is
attributable to sharp upswing in tomato prices followed by onion, tur, salt, milk and
rice. Thus food inflation is quite broad based as of now. Tomato with a weight of
0.6% in CPI (10% of vegetable index) has shot up by 175.9% (YoY). This directly
adds 17bps to the CPI data for Jul'23. Further, favourable base has also faded in
Jul’23 (30bps: unfavourable base).

Click here for the full report.

CUMMINS INDIA

=  Domestic pre-buying buoys quarter; new emission norms delayed but KKC
well positioned to manage the transition

= Retained guidance of sustainable growth at 2x of GDP and targeted margin
expansion of 100bps a year

=  We raise FY24/FY25 EPS by 3% each and roll over to a new TP of Rs 2,110
(vs. Rs 2,000); maintain BUY

Click here for the full report.

KEC INTERNATIONAL

= Good Q1 with 28% YoY topline growth and 70bps EBITDA margin gains to
5.8%; management sees “improving trajectory of profitability”

=  Order intake at Rs 45bn; guidance reiterated for FY24 order inflow growth
(+15% YoY), revenue (Rs 200bn) and EBITDA margin (~7%)

= Improved confidence on margins leads us to raise FY24/FY25 EPS 9%/6%; on
rollover, our TP rises to Rs 630 (vs. Rs 550) — retain HOLD

Click here for the full report.
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FIRST LIGHT

BLUE STAR

Q1 UCP revenue beat the industry, rising 7% YoY on the back of B2B sales;
EMP order book robust

Equity financing of Rs 10bn planned to contain leverage and fund future
expansion and growth

On rolling valuations forward to Jun’25E, our TP increases to Rs 880 (vs. Rs
825); maintain BUY

Click here for the full report.

ZYDUS WELLNESS

Flattish revenue growth in Q1 largely driven by a subdued performance in
Glucon-D and Complan

EBITDA margin sheds 470bps YoY on an unfavourable product mix and
increased overheads

Target P/E cut from 22.7x to 22x on muted outlook, leading to a revised TP of
Rs 1,556 (vs. Rs 1,631); maintain HOLD

Click here for the full report.

ORIENT ELECTRIC

Q1 topline grew 14% YoY led by ECD, with gross margin up 290bps though
EBITDA margin was flat on higher wages

New FY24 strategy to boost premiumisation, plug distribution gaps and train
the spotlight on B2B lighting

We retain estimates and roll over to a new TP of Rs 250 (vs. Rs 240); maintain

HOLD

Click here for the full report.

DABUR INDIA

Q1 revenue grew 11% YoY aided by strong growth across categories, except
beverages that saw the impact of unseasonal rains

Gross margin expanded 70bps YoY to 46.6% as input costs moderated; A&P
spend increased 30%

Investments in A&P, digital channels and distribution network expected to
propel growth; maintain BUY with TP of Rs 669

Click here for the full report.
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RESULT REVIEW

SELL

TP: Rs 800 | V 25%

LUPIN | Pharmaceuticals

Improvements visible; runup behind downgrade
= Q1 a beat with revenue/EBITDA running 8%/25% ahead of consensus;
gross margin improves to 65.9% (64.4 ex-licensing income)

= gSpiriva launch in Q2, turnaround in US subsidiary and higher margin

guidance point to an improving performance

= On rollover, we have a new TP of Rs 800 (vs. Rs 700), but positives

appear priced in post rally — cut from HOLD to SELL

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 05 August 2023

Saad Shaikh
research@bobcaps.in

Strong quarter: LPC delivered a strong April-June quarter with revenue growth of
9% QoQ to Rs 48bn and EBITDA/PAT surging 48%/92% sequentially to Rs 8.6bn/
Rs 4.5bn. Revenue beat consensus by 8% primarily due to strong growth in RoW
and API (active pharmaceutical ingredient) business, healthy sales in North America
(+3.4% QoQ to US$ 181mn) and India, as well as licensing income of Rs 2bn for the
quarter. APl business growth came from higher demand for cephalosporins and anti-
TB drugs.

Healthy domestic performance: India business reported healthy 11% QoQ growth
despite the NLEM (National List of Essential Medicines) price cap impact in Q1, on
the back of double-digit growth in anti-infective, respiratory and gynaecology
therapies along with four launches. The company expects to introduce over 20
products in FY24 which along with a addition of 500 marketing representatives will
lay the foundation for further growth in India business.

EBITDA margin to exceed earlier guidance: Gross margin expanded 540bps QoQ
to 65.9%, which along with operating leverage helped offset the rise in operating
expense. EBITDA margin at 17.8% (14% ex-licensing income) was up 475bps QoQ.
Given the upcoming launch of gSpiriva in Q2FY?24 and a stabilising US generics
market, management expects to clock an ~18% EBITDA margin in Q4FY24 and
believes its full-year margin will exceed earlier guidance of ~15%. The US subsidiary
has turned around in Q1 and hence management expects a lower tax rate of 21-
22% in FY24, which will aid earnings.

TP revised to 800; cut to SELL given runup: Baking in the strong launch lineup
(gSpiriva, gDulera, gMybetrique) and improved margin and tax guidance, we model
for a 98% earnings CAGR over FY23-FY25. We expect EBITDA margin of 16.4%
each for FY24/FY25 and ROE improvement to 12%/13%. Upon rollover of
valuations to FY25E, we have a new TP of Rs 800 (vs. Rs 700), set at an
unchanged 11x EV/EBITDA multiple — a 40% discount to frontline stock SUNP and
35% below the stock’s 5Y average. Positives appear priced in following the ~50%
stock rally in the last three months, leading us to move from HOLD to SELL.

EQUITY RESEARCH

Key changes

Target Rating
v

Ticker/Price LPC IN/Rs 1,064
Market cap US$ 5.9bn
Free float 53%
3M ADV US$ 12.8mn
52wk high/low Rs 1,078/Rs 623
Promoter/FPI/DII 46%/14%129%

Source: NSE | Price as of 4 Aug 2023

Key financials

YIE 31 Mar FY23A FY24E FY25E
Total revenue (Rsmn)  1,66,417 1,91,362 2,09,196
EBITDA (Rs mn) 17,982 31,410 34,385
Adj. net profit (Rs mn) 4,301 14,946 16,852
Adj. EPS (Rs) 9.5 33.0 37.2
Consensus EPS (Rs) 9.5 27.3 384
Adj. ROAE (%) 36 12.0 125
Adj. P/E (x) 111.9 322 28.6
EV/EBITDA (x) 271 15.9 145
Adj. EPS growth (%) 632 2475 128
Source: Company, Bloomberg, BOBCAPS Research
Stock performance
———LPC —— NSE Nifty (Relative)
1,710
1,480
1,250
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B A
I o I U o B o
$:855:58553525

Source: NSE



INDIA ECONOMICS

MONSOON UPDATE

Monsoon and Sowing progress

All India cumulative seasonal rainfall is 5% above LPA as of 4 Aug2023. The
distribution of rainfall has pushed kharif sowing higher compared with last year.
Sown area of rice, sugarcane and oilseeds have registered an improvement.
Pulses sowing continue to lag, though there still has been some improvement
since last week. In hindsight, as major part of pulses sowing has already been
completed, we do not expect sowing levels to be higher than last year. On
distribution of rainfall, region wise, Southern Peninsula and Eastern region have
recorded lower rainfall and are in the deficient zone during this period. North
West and Central region continue to register surplus rainfall.
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05 August 2023

Jahnavi Prabhakar
Economist

Where does Kharif sowing stand?

Total Kharif sowing area has improved by 0.4% (was lower by 0.3% in the previous
week) as of 4 Aug 2023 since last year. Sown area of rice has improved
considerably, up by 3.4% (1.9% last week). Sown area of coarse cereals edged up
by 1.1% led by improvement in both Bajra and Maize sowing. Sugarcane and
Oilseeds continue to record higher sowing during this period, both were up by 2.5%
each for the same period. On the other hand, Pulses sowing has declined by (-)
9.3%, however it has improved since last week (-11.3%). Arhar and Urad sowing
was down by (-) 7.9% and (-) 13.8% respectively. Jute & Mesta (-5.6%) and Cotton
(-1.4%) crops continue to register lower sowing than last year.

Table 1: Kharif Sowing
Area sown in 2023-24 Area sown in 2022-23

(Lakh ha) (Lakh ha) IR )
Coarse Cereals 164.2 162.43 1.1
Jowar 12.8 13.7 (6.6)
Bajra 66.6 66 0.9
Maize 76.1 754 0.9
Rice 283.0 273.7 34
Pulses 106.9 117.9 9.3)
Oilseeds 179.6 175.1 25
Cotton 119.2 120.9 (1.4)
Sugarcane 56.1 54.7 25
Jute and Mesta 6.6 6.9 (5.6)
All Crops 915.5 911.7 04

Source: CEIC, Bank of Baroda | Data as of 28 Jul 2023

Monsoon:

For the period 1 Jun 2023 to 4 Aug 2023, South West Monsoon is 5% above LPA
compared with last year.

ECONOMICS RESEARCH
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PRICE PICTURE 05 August 2023
How prices look in Jul’23

BoB Essential Commodity Index (BoB ECI) has picked up sharply by 4.9% (MoM) Dipanwita Mazumdar
and 6.5% (YoY) in Jul’23. For the 4 days of Aug, it rose by 7.5% (YoY). This is Feonomist

attributable to sharp upswing in tomato prices followed by onion, tur, salt, milk

and rice. Thus food inflation is quite broad based as of now. Tomato with a

weight of 0.6% in CPI (10% of vegetable index) has shot up by 175.9% (YoY).

This directly adds 17bps to the CPI data for Jul’23. Further, favourable base has

also faded in Jul’23 (30bps: unfavourable base).

Another incipient shock may be the onion price shock which itself showed a 4.5% YoY
increase in Jul'23 from 4.4% decline in Jun’23. Also production of this vegetable has
been lower as per 1st AE of 2022-23 and the Dec-Jun crop have been impacted due to
weather vagaries, which is reflected in prices. The Oct-Dec harvest would help in
cooling off inflation, but before its arrival the Q2 inflation data might face some upside
risk. The only respite is short lived cycles of vegetable inflation. Thus against this
backdrop, CPI in Jul'’2 is expected to settle ~5.8%, with risks titled to the upside.

To get an idea about the calculation of the index, refer to our previous edition of BoB
ECI.

Price picture using BoB Essential Commodity Index:

= On MoM basis, BoB ECI has seen a momentum in the past three months. In
Jul’23, the index firmed up by 4.9% from 1.2% increase in Jun’23. Notably,
even on a seasonally adjusted basis, BoB ECI inched up by 4.4% in Jul'23.
Thus a fair degree of price pressure is seen building up.

=  The breakdown of the index shows that on a sequential basis, 10 out of 20
commodities have shown an increase, with items such as tomato showing
195% increase in Jul'23, onion prices rising by 11.4%, potato by 3.6%. Apart
from this, price pressure seen for soya and mustard oil as well as rice. Notably,
government’s decision to impose stock limit on Tur and Urad has helped
checking the price buildup to some extent which was visible since Mar'23.

= The YoY picture also shows significant price pressure with 7 out of 20 items
remaining above 6% level. Double digit inflation is noticed for commaodities such
as Tur, Rice, Salt, Milk and Pulses. For tomato price increased by 175.9%.

So where is CPI print headed?

= The Jun’23 print of CPI was quiet worrisome especially on the food front. Apart
from the usual seasonality shock for tomato, strains were visible even for onion,
green chilies, garlic and ginger, where even the seasonally adjusted series
remained elevated on a sequential basis. For other items of food as well, such
as pulses and spices, the seasonally adjusted series showed considerable
upside risk.

ECONOMICS RESEARCH A
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BUY

TP: Rs 2,110 | A17%

CUMMINS INDIA | Capital Goods | 04 August 2023

Strong quarter; primed for rating transition

Vinod Chari | Swati Jhunjhunwala

= Domestic pre-buying buoys quarter; new emission norms delayed but
research@bobcaps.in

KKC well positioned to manage the transition

= Retained guidance of sustainable growth at 2x of GDP and targeted

margin expansion of 100bps a year

= We raise FY24/FY25 EPS by 3% each and roll over to a new TP of
Rs 2,110 (vs. Rs 2,000); maintain BUY

Strong Q1 driven by pre-buying: KKC achieved revenue growth of 31% YoY to Key changes
Rs 22.2bn in Q1FY24, thanks to robust demand in the domestic power generator and Target Rating
distribution businesses which grew 76% and 28% respectively even as the industrial <)
business was flat YoY. Exports continued to hold up at ~Rs 5bn, forming 23% of sales.
The company’s EBITDA margin remained robust at 15.4% (+280bps YoY), driven by Ticker/Price KKC IN/Rs 1,796
the domestic business. This translated into higher adj. PAT of Rs 3.5bn, up 67% YoY. Market cap US$ 6.1bn

Free float 49%
New emission norms delayed; KKC fully prepared for transition: The government 3M ADV US$ 15.5mn
recently extended the date until which CPCB-Il-compliant power generation engines 52wk high/low Rs 1,980/Rs 1,104
can be manufactured and sold by a year to Jun’24. Thus, for this duration, both Promoter/FPI/DII 51%/10%/25%

CPCB-Il and newer CPCB-IV products will be available simultaneously. KKC is Source: NSE | Pice as of 4 Aug 2023

making the old engines only against firm orders and has a full order book till Jun’'24, Key financials

which makes inventory and supply chain management for both engine types easier. Y/E 31 Mar FY23A FY24E FY25E

Total revenue (Rs mn) 77,721 87,152 97,675
CPCB-IV engines to trigger realisation hikes: KKC expects the new CPCB-IV EBITDA (Rs mn) 12477 13299 15245
engines to enable price hikes of 20-50%, particularly for diesel engines designed for Adj. net profit (Rs mn) 12,425 13,815 16,001
gensets up to 800KW. KKC indicated that it is fully prepared for the updated Adj. EPS (Rs) 448 498 577
emission norms and expects the new engines to form 15-25% of its FY24 sales mix Consensus EPS (Rs) 448 481 5541
despite the elongated transition phase. Adj. ROAE (%) 28 28 27

Adj. PIE (x) 401 360 311
Positive long-term outlook: Management has reiterated expectations of a EVIEBITDA (x) 415 393 345

Adj. EPS growth (%) 500 112 158

sustainable growth trajectory for KKC at twice the pace of GDP in the medium term,

. L. Source: Company, Bloomberg, BOBCAPS Research
anchored by demand from data centres, infrastructure, real estate and hospitality.

KKC has also retained its annual EBITDA margin expansion target of 100bps with a Stock performance
focus on cost. The company recently launched fuel-agnostic engines, addressing a ~KKC —— NSE Nify Relative)
key concern for the power generation engine business. 1,970
1,650
Maintain BUY: We see visibility for sustained long-term growth in the domestic 1,330

1,010
690
370 +

power genset market (and for strong exports), with KKC best positioned to manage
the ongoing transition to new emission norms. We raise our FY24/FY25 EPS

estimates by 3% each post Q1. On rollover to Jun’25E, our TP rises to Rs 2,110 (vs. S§T333358588838883
585358595552
CZ L=< Z2Z2L=<2"° =<

Rs 2,000), set at an unchanged 35x P/E, a 30% premium to the 5Y mean. BUY.

Source: NSE
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RESULT REVIEW

HOLD

TP: Rs 630 | V 3%

KEC INTERNATIONAL | Capital Goods

Healthy inflows, margin improvement ahead
= Good Q1 with 28% YoY topline growth and 70bps EBITDA margin gains
to 5.8%; management sees “improving trajectory of profitability”

= Order intake at Rs 45bn; guidance reiterated for FY24 order inflow growth
(+15% YoY), revenue (Rs 200bn) and EBITDA margin (~7%)

= |Improved confidence on margins leads us to raise FY24/FY25 EPS 9%/6%;
on rollover, our TP rises to Rs 630 (vs. Rs 550) — retain HOLD

B

BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 04 August 2023

Vinod Chari | Swati Jhunjhunwala
research@bobcaps.in

Q1 strong on healthy inflows: KECI reported 28% YoY revenue growth to Rs 42.4bn
for Q1FY24, a gross margin of 24.7% and EBITDA margin of 5.8% (+70bps YoY on
lower employee costs). The company pointed to a shift in margin profile as revenues
from the US business and subsidiary SAE Towers have been ramping up. Order
intake stood at Rs 45bn and KECI closed the quarter with a Rs 350bn order book
split equally between transmission and distribution (T&D) and other orders. The
company recently won T&D orders worth Rs 10.7bn in India, Africa and the Americas.

Guidance maintained: Management retained its FY24 revenue guidance of Rs 200bn
backed by order inflow expectations of Rs 250bn. KECI's current addressable order
pipeline totals Rs 1tn, with the share of the T&D and civil segments at 30-40% each.
EBITDA margin is guided to recover from the trough of H2FY23 as legacy orders get
executed in H1FY24. KECI reiterated its guidance of a ~100bps YoY rise in margin
by H1 and a further 100bps improvement in H2. Net working capital cycle is guided
to improve to ~110 days (vs. 126 days in Q1), with a long-term target of <100 days.

T&D and civil projects to drive FY24: Management expects growth in the civil
business (mainly data centres, water, residential, commercial projects) and power
T&D business to fuel orders in FY24. It also anticipates rail orders in the
international markets of Bangladesh and Nepal. The international order book
currently consists entirely of T&D projects.

Interest cost jumps: Interest cost increased 59% YoY to Rs 1.6bn and the
company expects this to remain high in coming quarters given the RBI's 250bps
policy rate hike over the last 12 months. Debt stood at Rs 57.1bn at the end of Q1
(vs. Rs 50bn in FY23) and is expected to remain around the same level for FY24.

Maintain HOLD: Management has reiterated confidence in margin improvement
which leads us to raise our FY24/FY25 EPS forecasts by 9%/6%. We continue to
value the stock at a target P/E of 15x, a 15% discount to the 5Y average, and roll
valuations forward to Jun’25E for a revised TP of Rs 630 (vs. Rs 500). The stock
has run up 45% in FY24 YTD and carries little upside, leading us to retain HOLD.

EQUITY RESEARCH

Key changes

Target Rating
4

Ticker/Price KECI IN/Rs 646
Market cap US$ 2.0bn
Free float 47%
3M ADV US$ 7.2mn
52wk high/low Rs 699/Rs 387
Promoter/FPI/DII 52%113%126%

Source: NSE | Price as of 3 Aug 2023

Key financials
YIE 31 Mar

FY23A FY24E FY25E

Total revenue (Rs mn)

EBITDA (Rs mn)

Adj. net profit (Rs mn)

Adj. EPS (Rs)

Consensus EPS (Rs)

Adj. ROAE (%)

Adj. P/E (x)
EV/EBITDA (x)

Adj. EPS growth (%)

1,72,817 2,02,357 2,36,340

8,207 14423 19,543
1760 6,153 10,049
68 239 391
68 222 372
48 153 213
944 270 165
166 94 73
(532) 2495 633

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

—— KECI
690
600
510
420
330
240 +

——— NSE Nifty (Relative)

Aug-20
Nov-20 -
Feb-21
May-21 -

Aug-21 1
Nov-21 -
Feb-22 -
May-22 |
Aug-22 1
Nov-22
Feb-23 1
May-23

Aug-23 -

Source: NSE
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TRUST | INNOVATION | EXCELLENCE

BUY

TP: Rs 880 | A 15%

BLUE STAR | Consumer Durables | 04 August 2023

In-line numbers, steady growth ahead

= Q1 UCP revenue beat the industry, rising 7% YoY on the back of B2B Vinod Chari | Swati Jhunjhunwala
research@bobcaps.in
sales; EMP order book robust

= Equity financing of Rs 10bn planned to contain leverage and fund future

expansion and growth

= On rolling valuations forward to Jun’25E, our TP increases to Rs 880
(vs. Rs 825); maintain BUY

Decent Q1: BLSTR posted 13% YoY topline growth to Rs 22.3bn in Q1FY24 with Key changes
healthy gross and EBITDA margins of 22.2% and 6.5% respectively on account of a Target Rating
lower cost of materials, partially offset by higher employee cost and other expenses. <)

UCP growth guided to track industry in FY24: The unitary cooling products (UCP)

Ticker/Price BLSTR IN/Rs 762
division grew 7% YoY with a 7.5% EBIT margin despite the disruption caused by Market cap US$ 1.8bn
unseasonal rains. In comparison, Lloyd grew 20% (albeit with operational losses) and Free float 61%
the industry declined 10% for the quarter. BLSTR commands 13.5% market share, 3M ADV US$ 1.4mn
which is flattish sequentially. Management expects the air conditioner industry to grow 52wk high/low Rs 820/Rs 489
from 8mn units to 10mn in FY24 and BLSTR to correspondingly move from 0.8mn to Promoter/FPI/DII 39%/11%/25%

1mn units. It has a long-term target of 15% market share and 8.5% EBIT margins. Source: NSE| Price as of 4 Aug 2023

Key financials

EMP business robust: The electro-mechanical projects (EMP) business delivered YIE 31 Mar FY23A FY24E  FY25E

a topline of Rs 9.5bn and EBIT margin of 7% (+130bps YoY) in Q1. The segment’s Total revenue (Rs mn) 79773 92035 1.07 564

order book soared 45% YoY to Rs 40.2bn, backed by public and private capex, with EBITDA (Rs mn) 4928 6300 8140
healthy bookings from factories and data centres. Adj. net profit (Rs mn) 2,601 2949 4174

Adj. EPS (Rs) 135 153 217
Rs 10bn fundraise planned to shore up balance sheet: BLSTR plans to raise Consensus EPS (Rs) 135 199 268
up to Rs 10bn in equity to shore up its balance sheet. Net debt stood at Rs 2.8bn Adj. ROAE (%) 221 216 281
and gross debt at Rs 6bn as of Q1. Net debt-to-EBITDA was at 0.57x against the Adj. PIE (x) 565 498 352
company’s internal target of <0.3x, prompting it to raise equity. Moreover, EVIEBITDA (x) 298 233 180

Adj. EPS growth (%) 551 134 415

management has capex plans of ~Rs 7.5bn over the next three years. This

. . . Source: Company, Bloomberg, BOBCAPS Research
additional equity will shore up the company’s net worth of ~Rs 13bn (end-FY23),

which it can leverage to fund future expansion and growth. Stock performance
o ) ) ) ) ———BLSTR —— NSE Nifty (Relative)
Maintain BUY: BLSTR’s UCP segment is deftly balancing margins with growth 820
while its EMP business benefits from a robust order backlog and strong industry 700
tailwinds. We maintain estimates but revise our TP to Rs 880 (vs. Rs 825) as we roll 580

460
340
220

valuations forward to Jun’25E. We continue to value the stock at an unchanged P/E
multiple of 38x, an ~18% premium to the 3Y average. BUY.
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Source: NSE
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RESULT REVIEW

HOLD

TP: Rs 1,556 | A 9%

ZYDUS WELLNESS |

Poor showing in a seasonally strong quarter
= Flattish revenue growth in Q1 largely driven by a subdued performance
in Glucon-D and Complan

= EBITDA margin sheds 470bps YoY on an unfavourable product mix and

increased overheads

= Target P/E cut from 22.7x to 22x on muted outlook, leading to a revised
TP of Rs 1,556 (vs. Rs 1,631); maintain HOLD

Consumer Staples

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 04 August 2023

Vikrant Kashyap
research@bobcaps.in

Subdued growth in a seasonally strong quarter: ZYWL reported flattish sales
growth in Q1FY24, largely due to underperformance in Glucon-D which normally
contributes a significant portion of first-quarter sales due to the summer season. The
energy drink saw market share contract 57bps YoY in Q1. The health food drinks
(HFD) category posted just 2% YoY growth and ZYWL lost 31bps market share in
Complan. The company did maintain leadership in four brands — Sugar Free,
Glucon-D, Everyuth scrub, Everyuth peel-off face mask, and Nycil.

Margins impacted: Gross margin contracted 170bps YoY to 52.6% primarily due to
the unfavourable product mix. EBITDA margin fell 470bps YoY and 370bps QoQ to
16.6% as other expenses increased 14% YoY on account of the high cost of alternative
fuel and statutory wage rate hikes which continued to impact manufacturing cost.
Profitability was further impacted by a one-time expense of Rs 142mn toward a worker
settlement, legal charges, and inventory write-off provisions for the Sitarganj plant.
Reported PAT fell 19% YoY but adjusting for exceptional items was down 11% to
Rs 1.2bn.

International expansion remains a focus area: ZYWL continues to expand its
global presence and operationalised a subsidiary in Bangladesh during the year to
expand its presence in the Indian subcontinent. The company aims for 8-10%
revenue from international markets in the next 4-5 years. Sugar Free and Complan
currently constitute ~90% of overseas business and the top five markets constitute
~80% share.

Maintain HOLD, TP Rs 1,556: ZYWL has been able to maintain its leadership in
key categories, but performance in frontline products slowed during Q1. Margins too
felt the pinch from an unfavourable product mix, high cost of alternative fuel and
increase in wage rate during the quarter. Market share loss and volume growth
decline in the HFD business continue to hurt the company’s performance.
Considering these negatives, we value the stock at a lower 22x (earlier 22.7x)
FY25E P/E multiple, translating to a revised TP of Rs 1,556 (earlier Rs 1,631), and
retain our HOLD rating.

EQUITY RESEARCH

Key changes

Target Rating

v 4
Ticker/Price ZYWL IN/Rs 1,431
Market cap US$ 1.1bn
Free float 23%
3M ADV US$ 0.9mn
52wk high/low Rs 1,791/Rs 1,370
Promoter/FPI/DII 67%/3%/30%

Source: NSE | Price as of 4 Aug 2023

Key financials

YIE 31 Mar FY23P FY24E FY25E
Total revenue (Rs mn) 22549 24458 27403
EBITDA (Rs mn) 3373 4,017 4812
Adj. net profit (Rs mn) 3,205 3,852 4,500
Adj. EPS (Rs) 50.4 60.5 70.7
Consensus EPS (Rs) 50.4 66.2 69.9
Adj. ROAE (%) 6.1 7.1 78
Adj. P/E (x) 284 23.6 20.2
EV/EBITDA (x) 27.0 22.7 18.9
Adj. EPS growth (%) 0.5 24.0 16.8

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

Stock performance

———ZYWL ——— NSE Nifty (Relative)
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HOLD

TP: Rs 250 | A 4%

ORIENT ELECTRIC | Consumer Durables | 04 August 2023

Reasonably healthy quarter

Vinod Chari | Swati Jhunjhunwala

= Qltopline grew 14% YoY led by ECD, with gross margin up 290bps
research@bobcaps.in

though EBITDA margin was flat on higher wages

= New FY24 strategy to boost premiumisation, plug distribution gaps and

train the spotlight on B2B lighting

= We retain estimates and roll over to a new TP of Rs 250 (vs. Rs 240);
maintain HOLD

Healthy Q1: ORIENTEL posted 14% YoY topline growth in Q1FY24 led by the Key changes
electrical consumer durables (ECD) and switchgears businesses. The ECD segment Target Rating
grew 16% YoY to Rs 5.2bn while lighting and switchgears grew 8% to Rs 1.9bn. <)
ECD growth surpassed HAVL’s 5% and POLYCAB’s 2% print during Q1. Exports
increased 38% YoY despite headwinds in key international markets of Sudan, Sri Ticker/Price ORIENTEL IN/Rs 240
Lanka and Ghana. The company aims to achieve an overall topline of US$ 1bn in Market cap US$ 619.8mn
the next 5-6 years. Free float 62%
3M ADV US$ 1.1mn
Gross margin improvement offset by wage costs: Gross margin expanded 290bps 52wk high/low Rs 291/Rs 216
YoY to 30.7% on the back of (i) a favourable product mix with a higher contribution Promoter/FPI/DII 38%/6%/28%

from “hero” products that the company defines as premium products that are expected Source: NSE | Price as of 4 Aug 2023

to foster higher growth, (ii) Project Sanchay — a cost savings programme that led to Key financials

savings of Rs 150mn in Q1 (Rs 600mn in FY23), and (iii) lower commodity prices that Y/E 31 Mar FY23A FY24E FY25E
were partially offset at the EBITDA level by higher employee cost and other expenses. Total revenue (Rs mn) 25292 29591 34326

EBITDA (Rs mn) 1610 2518 3,094
Working capital has improved: The working capital cycle reduced to 13 days Adj. net profit (Rs mn) 759 1322 1,698
during the quarter (vs. 25 days in Q1FY23). This can be attributed to two reasons — Adj. EPS (Rs) 36 6.2 8.0
firstly, sluggish consumer demand led to an inventory pileup last year, causing a Consensus EPS (Rs) 36 71 84
greater difference in the working capital cycle on an annual basis. Secondly, the Adj. ROAE (%) 135 212 238
company demonstrated better inventory and cash management in terms of Adj. PIE (x) 673 386 301
receivables collection and payables. EVIEBITDA (x) 87 202 165

Adj. EPS growth (%) (403) 742 285

. . . . . Source: Company, Bloomberg, BOBCAPS Research | P - Provisional
New FY24 strategy: ORIENTEL is adopting a strategy to boost premiumisation and

increase its focus on B2B lighting, especially B2G, while targeting ~5% revenue Stock performance
growth from switchgears and wires in FY24. Further, the company has identified  ORIENTEL — NSE Nify (Relative)
gaps in distribution and plans to launch its own D2C network in FY24. Management 410
expects e-commerce and large-format retail sales to double in two years. 360
310

260
210
160 +

Maintain HOLD: We retain our estimates and continue to value the stock at a 30x
P/E multiple — at a 5% discount to the stock’s 3Y average. On rolling valuations over

to Jun’25E, our TP stands revised to Rs 250 (vs. Rs 240), which offers just 4% S§833JIJFTHFTIFTFITIEI
223853385383 &55°%
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upside and leads us to maintain our HOLD rating.

Source: NSE
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BUY

TP: Rs 669 | A 21%

DABUR INDIA |

Volume growth visible in rural markets
= Qlrevenue grew 11% YoY aided by strong growth across categories,
except beverages that saw the impact of unseasonal rains

= Gross margin expanded 70bps YoY to 46.6% as input costs moderated,;
A&P spend increased 30%

= Investments in A&P, digital channels and distribution network expected
to propel growth; maintain BUY with TP of Rs 669

Consumer Staples

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 04 August 2023

Vikrant Kashyap
research@bobcaps.in

Strong growth amid macro headwinds: Dabur reported 11% YoY revenue growth
during Q1FY?24 (13% CC growth) and continued to gain market share across 90% of
its portfolio despite persisting headwinds in domestic and international markets.
India business grew 8% YoY and international business grew 21% CC. Gross
margin expanded 70bps YoY to 46.6% and is guided to expand sequentially. Dabur
continues to extend the distribution network and its direct distribution reach now
stands at 1.4mn outlets which the company expects will reach 1.5mn by end-FY24.

Rural volume growth turns positive: Per management, rural volume growth in the
FMCG category turned positive during the quarter at 4% YoY, and Dabur outpaced
category growth with an 8% uptick in rural demand. Urban markets continue to grow
ahead of rural centres, but the gap has narrowed significantly. Management expects
further improvement in rural consumption as commodity prices ease.

Growth across key categories: Dabur’s healthcare portfolio reported 10% growth
YoY and a 4Y CAGR of 10.6%. Home and personal care (HPC) revenue increased
11% YoY and over-the-counter (OTC) business reported healthy 24% growth led by
demand for Honitus cough syrup. The digestive business was up 14% YoY and
homecare 14.5%. Foods delivered an increase of 35% YoY, but the beverages
portfolio was adversely impacted by unseasonal rains. Dabur indicated that it has
expanded market share by 200bps in the hair oil category, by 50bps in its Dabur
Red toothpaste and by 320bps in immunity booster Chyawanprash.

Maintain BUY, TP Rs 669: Dabur continues to outperform the market and to gain
share despite macro headwinds in key categories. Given easing inflation and
improving rural demand, we expect sustained volume momentum across the
portfolio. Increased investment in advertising & promotion, distribution network and
digital channels will lend further impetus to growth. The stock is currently trading at
48.9x/40.6x FY24E/FY25E EPS. We maintain BUY and continue to value the stock
at 46x FY25E EPS — assigning a 10% premium to the stock’s 10Y average multiple
— for an unchanged TP of Rs 669.

EQUITY RESEARCH

Key changes

Target Rating
4 ) 4

Ticker/Price DABUR IN/Rs 555
Market cap US$ 12.0bn
Free float 33%
3M ADV US$ 13.2mn
52wk high/low Rs 611/Rs 504
Promoter/FPI/DII 66%/20%/14%

Source: NSE | Price as of 3 Aug 2023

Key financials

YIE 31 Mar FY23P FY24E FY25E

Total revenue (Rsmn)  1,15,299 1,30,189 1,47,820

EBITDA (Rs mn) 21,641 25510 31,060
Adj. net profit (Rs mn) 17,072 20,106 24,193
Adj. EPS (Rs) 9.6 1.3 13.7
Consensus EPS (Rs) 9.6 121 139
Adj. ROAE (%) 19.1 20.3 222
Adj. P/E (x) 576 489 40.6
EV/EBITDA (x) 454 38.6 317
Adj. EPS growth (%) (2.1) 178 20.3

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

Stock performance

———DABUR ——— NSE Nifty (Relative)
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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.
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