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SUMMARY

INDIA ECONOMICS: MONTHLY CHARTBOOK

India’s GDP data confirmed that economic growth remains on firm ground. RBl in its
latest policy also reaffirmed its bullish outlook on growth and expects the strength to
continue in Q1FY24 as well. High frequency data for May’23 (port cargo, vehicle
registration, toll collections, PMls, air passenger traffic) supports this. RBI also
cautioned that it will closely monitor the price trajectory, as it aims to bring back
inflation to targeted 4%. This slightly hawkish stance led to marginal increase in 10Y
yield. Globally as well, central banks are sounding hawkish alarm bells (RBA, Central
Bank of Canada). All eyes are now on Fed, which is likely to pause in Jun’23. Oil prices
remain range bound as concerns of slowing global demand outweigh benefits from
production cut by OPEC+ members.

Click here for the full report.

OIL & GAS

=  Slow start for the ceramics sector in FY24 but export traction, big projects and
demand for large tiles to support revenue growth

=  Morbi gas demand remains under pressure from lower utilisation in the ceramics
industry and strong competition from propane

=  Medium-term outlook for Morbi gas demand still healthy given a likely doubling
of tile exports over the next 3-4 years

Click here for the full report.

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

Ticker 07-Jun 08-Jun  Chg (%)
us 10y

yield (%) 3.80 3.72 (8bps)
India 10Y

yield (%) 6.98 7.02 4bps
USD/INR 82.55 82.57 0.0
Brent Crude

(US$/bbl) 77.0 76.0 (1.3)
Dow 33,665 33,834 05
Hang Seng 19,252 19,299 0.2
Sensex 63,143 62,849 (0.5)
India Fll Chg
(US$ mn) 06-Jun 07-Jun ($ mn)
FIl-D 15 18.1 16.5
FIl-E 134.5 175.0 405

Source: Bank of Baroda Economics Research
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https://www.barodaetrade.com/Reports/BOBEconomics-MonthlyChartbook9Jun23-Research.pdf
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IT SERVICES: Q4FY23 REVIEW

= Demand remains affected by slower decision-making, caution around
spending and project ramp-downs

=  Focus on cost optimisation projects to continue until clients see a better
economic turnaround

= Retain our preference for INFO within large-caps and PSYS & COFORGE
within mid-cap IT

Click here for the full report.
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MONTHLY CHARTBOOK

Hawkish pause; monsoon to hold key

India’s GDP data confirmed that economic growth remains on firm ground.
RBI in its latest policy also reaffirmed its bullish outlook on growth and
expects the strength to continue in Q1FY24 as well. High frequency data for
May’23 (port cargo, vehicle registration, toll collections, PMIs, air passenger
traffic) supports this. RBI also cautioned that it will closely monitor the price
trajectory, as it aims to bring back inflation to targeted 4%. This slightly
hawkish stance led to marginal increase in 10Y yield. Globally as well, central
banks are sounding hawkish alarm bells (RBA, Central Bank of Canada). All
eyes are now on Fed, which is likely to pause in Jun’23. Oil prices remain
range bound as concerns of slowing global demand outweigh benefits from

production cut by OPEC+ members.

Demand continues to showcase resilience: Robust consumption demand
was registered in Q1FY24 as reflected by high frequency indicators including,
auto sales, manufacturing PMI (31-month high) and domestic air passenger
traffic. UPI payments remained steady, though deceleration in electricity
demand and non-oil-non-gold imports will be monitored. RBI's consumers
confidence index signalled optimism. On rural front, two wheeler sales
recorded double digit growth (MoM). Government hiked MSP of all the crops,
in the range of 5-10%, with the exception of cotton. With the arrival of
monsoon, focus is expected to shift towards distribution of rainfall.

Centre’s finances: Union government managed to meet its fiscal deficit (% of
GDP) target of 6.4% for FY23, supported by better than expected revenue
growth, and despite miss in disinvestment target. Overshooting of expenditure by
certain ministries (subsidy bill, finance), was met by cuts in other ministries (agri,
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rural development.). In FY24, statistical base is at play, resulting in negative
revenue growth in Apr'23 Gross tax revenues are down by (-) 6.1% versus 36.5%
increase in Apr'’22 and net revenue is down by (-) 13.9% versus 41.1% increase
in Apr'22. For the same reason, expenditure growth is also showing moderation
(10.6% in Apr'23 versus 21.2% in Apr'22). Capex is down by (-) 0.6% versus
67.5% jump recorded in Apr'’22. On the other hand, revenue spending seems to
be holding ground, registering 15.2% increase following 9.1% rise in Apr'22.

India’s 10Y yield to remain rangebound: India’s 10Y yield fell by 13bps in
May’23, whereas global yields were on an upswing especially UK and US as
macro signals gave confusing view on rate trajectory. In Jun’23, India’s 10Y
yield rose by 3bps, especially post policy increase was seen as Governor’'s
tone reflected a hawkish pause. Cautiousness reined over inflation while
bullishness on growth prevailed. We no longer foresee rate cut in Q3FY24. The
earliest possibility of cut has now shifted to Feb’24. We expect India’s 10Y yield
to remain in the range of 6.95-7.05% in the current month. Downside risk may
persist from a comfortable CPI print in May’23 (our est.: 4.5%).

INR likely to remain range-bound: In May’23, INR was under pressure amidst
uncertainty around the Fed policy. This was despite lower oil prices and
resurgent FPI inflows. Support also came from likely FX intervention by the RBI,
which helped keep INR in a tight range, even as DXY rose by 2.6% in May’23.
In Jun’23, with investors paring back expectations of a rate hike by Fed, dollar
strength has once again come under question. Qil prices have also remained
stable despite output cut by OPEC+. FPI inflows have also continued. Hence,
we expect INR to continue to trade in the range of 82-83/$ in the near-term.

Note: The source for all exhibits is ‘CEIC and Bank of Baroda’ unless otherwise specified

Economics Research Department
chief.economist@bankofbaroda.com



SECTOR UPDATE

OIL & GAS

Ceramics expert call: Expect Morbi gas volume recovery in H2
= Slow start for the ceramics sector in FY24 but export traction, big projects
and demand for large tiles to support revenue growth

= Morbi gas demand remains under pressure from lower utilisation in the

ceramics industry and strong competition from propane

= Medium-term outlook for Morbi gas demand still healthy given a likely

doubling of tile exports over the next 3-4 years
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Kirtan Mehta, CFA | Yash Thakur
research@bobcaps.in

We interacted with Tapan Jena, founder of SANVT Ceramics, to gain a perspective
on the ceramic industry and natural gas outlook for Morbi (Gujarat). Key takeaways:

Domestic market seeing short-term slowdown but will deliver growth: The domestic
ceramic market has begun on a slow note in FY24 with below-expected volume growth
in April-May and continuing price reduction in larger tiles. The market is expected to
turn around with support from big-ticket projects in FY24 and a pickup in exports.

Branded players at an advantage: The reduction in branded-to-unbranded price
differential with the easing of costs has helped level the playing field with the unorganised
Morbi ceramics industry. Branded players are less affected by price reduction and
are still likely to deliver value growth from higher sale volumes of bigger size tiles.

Exports have started improving: The past 15-20 days have seen export traction,
but price pressure continues. The export market is still likely to deliver double-digit
revenue growth for FY24 and is expected to double over 3-4 years.

Morbi industry needs 3-4 months to recover: Morbi players are yet to regain
dealers’ trust after multiple price cuts last year. Plant utilisation remains below 70%
and competition is still high with 35-40 units newly commissioned in FY23 attempting
to gain market share. The Morbi industry should also recover in 3-4 months with
support from big-ticket domestic projects and export revival.

Morbi propane usage still high: Despite the sharp fall in natural gas prices since
April, propane remains competitive and usage remains high. Propane prices will act
as a cap on natural gas with nearly 70% of the Morbi ceramics cluster by volume
having the ability to switch between propane and natural gas.

Read-across for Gujarat natural gas players: Recovery in Morbi gas demand is more
likely in H2FY24 as the ceramic industry is still working to regain domestic market share.
Though natural gas demand has come off Q4 lows, propane still poses stiff competition.
The medium-term outlook remains strong with exports expected to accelerate.
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Macro headwinds prompt us to stay selective

Saptarshi Mukherjee

= Demand remains affected by slower decision-making, caution around
research@bobcaps.in

spending and project ramp-downs

= Focus on cost optimisation projects to continue until clients see a

better economic turnaround

= Retain our preference for INFO within large-caps and PSYS & COFORGE

within mid-cap IT

Weak Q4: Tier-1 IT services companies reported poor Q4FY23 revenue growth of - Recommendation snapshot
3.2% to 0.6% QoQ CC, impacted by a sequential decline in the communication and Loy Price Target Rating
tech verticals. Revenues from the Americas and Europe fell, indicating weakness in AFFLEIN 1002 110 BUY
both regions. Despite a disappointing Q4, aggregate growth for mid-sized firms was COFORGE N )

) , , ] ) HCLT IN 1127 1240 BUY
marginally higher than that of large IT firms. TCS and COFORGE disappointed the INFO IN 1283 1760 BUY
least while INFO underperformed the most. MPHL IN 1864 2541 BUY

PSYSIN 4926 5330 BUY
Headwinds to continue; retail & CPG only bright spots: Earnings commentary from TGS IN 3236 3580 HOLD
IT companies confirmed the dull demand environment and cuts in discretionary IT TECHM IN 1071 1130  HOLD
spends. While deal bookings were supported by cost takeout, efficiency and maintenance WPRO IN 400 420 HOLD
contracts, revenue growth was hit by project deferrals, delayed ramp-ups and project Price & Target in Rupees | Price as of 8 Jun 2023

cancellations. IT firms have turned comparatively more cautious on the pricing
environment. In Q4, Europe performed better than the US as sentiment worsened in
America (~60% of aggregate revenue). IT firms highlighted weakness in the communication,
tech, BFSI and manufacturing verticals, but outperformance in retail & CPG.

Muted growth guidance: IT firms expect a soft H1FY24 as evident from WPRO’s
Q1FY24 guidance of -3 to -1% QoQ CC revenue growth. A declining headcount and
cautious pricing outlook suggest sharp moderation in FY24 — also evident from the
full-year revenue growth guidance of 4-7%/6-8% from INFO/HCLT and -3% to -1%
from WPRO. A weak exit from FY23 and soft H1 portend a comparatively subdued
H2, in line with consensus dollar revenue growth expectations of 7% in FY24, which
can be bettered only in the event of large deal wins/ramp-ups.

Prefer select tier-l and mid-cap players: We expect INFO and HCLT to deliver on
the midpoint of their topline guidance band and anticipate greater downside risk in
the near term rather than the medium term. We maintain our preference for INFO
(Rs 1,760, BUY) within large-caps and PSYS (TP Rs 5,330, BUY) & COFORGE
(Rs 4,830, BUY) within mid-cap IT.
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https://www.barodaetrade.com/reports/Coforge-Q4FY23ResultReview12May23-Research.pdf
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NOT FOR DISTRIBUTION, DIRECTLY ORINDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) ORIN ORINTO ANY OTHER JURISDICTION
IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

Disclaimer

Name of the Research Entity: BOB Capital Markets Limited

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

Brand Name: BOBCAPS

Trade Name: www.barodaetrade.com

CIN: U65999MH1996G 01098009

/23 BOBCAPS

Logo:

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

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY - Expected return >+15%

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

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

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

Analyst certification

Each of the analysts mentioned in this research report certify, with respect to the sections of the report for which they are responsible, that (1) all of the views expressed
in this report accurately reflect his/her personal views about the subject company or companies and its or their securities, and (2) no part of his/fher compensation was,
is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and
are not associated persons of BOB Capital Markets Limited (BOBCAPS).

Important disclosures

This product is a compilation of previously published research notes. To view the complete report along with the associated Analyst certifications and Company-
specific disclosures, please click on the hyperlink accompanying each excerpt.

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any
regulatory authority against BOBCAPS affecting its equity research analysis activities.

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

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives
of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or
potential conflicts of interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material
is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based
on this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation or take into account the particular
investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider
whether it is suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities
and Exchange Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate
finance advisory or any other activity that may affect the independence of its research reports.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does
not provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions
— including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable
for all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied
on as such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the
information discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have
“long” or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add
to or dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment
banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.
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BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-
US issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have
an adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced
by foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and
understood the Risk disclosure document before entering into any derivative transactions.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.

Other disclosures

BOBCAPS does not have any financial interest in the subject company. BOBCAPS does not have actual/beneficial ownership of one per cent or more securities in
the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS is not engaged in any market making activities for the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS'’s associates may have financial interest in the subject company. BOBCAPS'’s associates may hold actual / beneficial ownership of one per cent or more
securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject
company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a
merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company in the past 12 months.

Other disclaimers

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

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

Distribution into the United Kingdom (“UK”):

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

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

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

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

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

No distribution into the US:

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

Other jurisdictions:

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

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

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