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INDIAN OIL CORP | TARGET: Rs 165 | -9% | SELL
Visibility on growth delivery low, downgrade to SELL

GREENPLY INDUSTRIES | TARGET: Rs 400 | +13% | HOLD

Strong Q1; upbeat outlook in a challenging environment

BOB ECONOMICS RESEARCH | CORE INDUSTRY GROWTH

Performance of heavy-weights

BOB ECONOMICS RESEARCH | GOVERNMENT FINANCES

Spending momentum slows

HINDUSTAN PETROLEUM CORP | TARGET: Rs 460 | +16% | BUY

Growth delivery remains on track, maintain BUY

IDFC FIRST BANK | TARGET: Rs 90 | +18% | BUY

Business performance in line with guidance

CROMPTON GREAVES | TARGET: Rs 520 | +15% | BUY

Strong quarter; healthy outlook

BIRLASOFT | NOT RATED

Among the weakest performers this quarter

SUMMARY

INDIAN OIL CORP

= |OCL’s Q1 reflected weaker core refining margin and impact of LPG under-

recovery, although it had healthy fuel marketing margins

= If recent pullback in crude prices sustain, the question likely to resurface is
about passing on the benefit to consumers

=  Downgrade to SELL from HOLD with a revised TP of Rs 165; visibility on
delivery of aggressive expansion pipeline is still low

Click here for the full report.
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GREENPLY INDUSTRIES

=  Strong Q1 due to better-than-expected plywood volume and sharp
improvement in MDF segment margin on better product mix

=  Maintained volume growth guidance for plywood and MDF for FY25; MDF
margin guidance increased by 100bps to 16-17% for FY25

=  Downgrade to HOLD as bright future prospects baked into the current
valuation; raise TP by 25% to Rs 400

Click here for the full report.

INDIA ECONOMICS: CORE INDUSTRY GROWTH

Eight core industry growth eased to 4% in Jun’24 from 6.4% in May’24. This was
driven by moderation in output of petroleum and refinery products, crude oil,
natural gas, steel and electricity. Output of only coal, fertilizers, and cement inched
up. Drag in refinery output is reflected in drop in petroleum exports in Jun’24. Steel
output noted slowdown on account of softer government spending and muted auto
demand. Early onset of monsoon also helped cool temperatures and reduced
electricity demand. On the positive side, start of Kharif sowing season has helped
fertilizer output and government’s push to increase coal production has also shown
positive results in that sector. Increase in cement sector output indicates revival in
construction activity. In Q1FY25, core sector output eased to 5.7% from 6% in
Q1FY24. Given the latest trends in core sector growth, we expect 4-5% IIP growth
in Jun’24.

Click here for the full report.

INDIA ECONOMICS: GOVERNMENT FINANCES

Centre’s fiscal deficit remained contained at Rs. 1.4 lakh crores in Q1 FY25 which
is only 8.1% of the budget estimate, compared with 25.3% of the target achieved
last year. This can be attributed to muted capital expenditure due to general
elections, as well as buoyant receipts growth led by a sharp increase in income
tax. With the elections now over, the government’s capital expenditure is expected
to pick up. We expect the government to meet its revised fiscal deficit target of
4.9% of GDP in FY25, led by prudent expenditure management and supported by
robust tax collections.

Click here for the full report.

HINDUSTAN PETROLEUM CORP

= Q1 results was below consensus. However, underlying margins show benefit
of progress at Vizag and healthy fuel margins

=  We expect HPCL to clock a 14% CAGR on ramp-up of Vizag refinery to full
potential over FY24-27; highest earnings growth within OMCs

= Maintain BUY with a higher TP of Rs 460 (from Rs 300); progress on Vizag
and Rajasthan refineries are key upside drivers

Click here for the full report.
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FIRST LIGHT

IDFC FIRST BANK

Management maintained its strong business growth target with major focus on
operational leverage to improve return, C/l Ratio <65% by 2027

NIM expected to remain stable at current level of 6.5% with stable asset
quality, continues to guide for credit cost of 1.6%-1.8% for FY25

Revise estimates with 37% PAT CAGR over FY24-FY26E and RoA/RoE
approaching 1.4%/14%. Retain BUY with lower TP of Rs 90 (1.5x FY26E)

Click here for the full report.

CROMPTON GREAVES

Strong Q1 topline from higher fan, B2B lighting and pump sales, and GM
expansion of 110bps driven by strategic pricing actions

Premiumisation and buildout of presence across alternative channels on track;
e-commerce sales surge 82% YoY

We raise our FY25E/FY26E EPS by ~6%/9% and value the stock at 36x
Jun’26E P/E (33x earlier). Maintain BUY with increased TP of Rs 520

Click here for the full report.

BIRLASOFT

Big miss on revenue and margins. Significant shifts in cost items on a QoQ
basis help prevent collapse in margins

Great volatility around vertical and service line growth. The company says it is
a one quarter blip and things should be on track from 2QFY25

However, order inflow statistics do not give much comfort. We are in the
process of initiating coverage on the sector and stock

Click here for the full report.
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RESULT REVIEW

SELL

TP: Rs 165 | ¥ 9%

INDIAN OIL CORP | Oil & Gas

Visibility on growth delivery low, downgrade to SELL

= |OCL’s Q1 reflected weaker core refining margin and impact of LPG

under-recovery, although it had healthy fuel marketing margins

= |f recent pullback in crude prices sustain, the question likely to

resurface is about passing on the benefit to consumers

= Downgrade to SELL from HOLD with arevised TP of Rs 165; visibility
on delivery of aggressive expansion pipeline is still low

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 01 August 2024

Kirtan Mehta, CFA
research@bobcaps.in

Q1 below consensus: IOCL’s Q1 EBITDA of Rs 89bn was 4% below Bloomberg
consensus. However, the apparent sequential decline of 16% was the lowest among
the OMCs on account of higher inventory gain on crude in the refining segment and
lower base of marketing profit last quarter. Underlying core GRM at US$ 2.8/bbl was
weaker than US$ 5.4/bbl reported by HPCL. Unit marketing EBITDA/t at ~Rs 1,300/t
was higher than HPCL (~Rs 700/t) but lower than BPCL (~Rs 1,7401/t).

Normalisation of margin: Refining margin has started to ease with the ramp-up of
a couple of large refineries improving global supply. As against, easing of marketing
margin was attributable to the under-recovery of a controlled product, LPG, which is
likely to be recouped at some stage. If the recent pullback in crude prices sustains,
the question is likely to resurface about passing on its benefit to consumers.

Visibility on project deliveries still low: While IOCL has embarked on the most
aggressive refining and petrochemical expansion plan among OMCs in our
coverage, most of its projects’ deliveries has shifted to FY26. Considering typical
delays associated with large-scale expansion projects in construction as well as the
commissioning stage, we are only accounting for a modest benefit at this stage.

Raise estimates: We raise FY25E/FY26E EBITDA by 5%/11%, factoring in a higher
discount on Russian crude usage than our prior assumptions. For our estimates we
effectively factor in normalisation of refining and marketing margins (R&M), which
will translate to a 37% YoY decline in FY25E. We then build in a 10% EBITDA
CAGR over FY25E-FY27E on delivery of growth projects.

Downgrade to SELL: We raise TP to Rs 165 (from Rs 125) with an unchanged 1Y
forward EV/EBITDA target multiple of 5.5x while rolling forward to Jun’25 (from
Dec’24). Given the 46% run-up since Dec’23 and 9% downside, we downgrade
IOCL to SELL from HOLD. Catalysts for SELL rating: (a) floating of retail prices on
downside to pass on benefit of lower crude and product price, (b) pullback in refining
margin, (c) further delays to projects. Upside risks: (a) lower pressure on marketing
margin with range-bound crude, (b) timely delivery of targeted expansion projects.

EQUITY RESEARCH

Key changes

Target Rating
v

Ticker/Price IOCL IN/Rs 182
Market cap US$ 30.6bn
Free float 29%
3M ADV US$ 56.5mn
52wk high/low Rs 197/Rs 86
Promoter/FPI/DII 52%1/8%110%

Source: NSE | Price as of 31 Jul 2024

Key financials
YIE 31 Mar FY24P  FY25E FY26E

Total revenue (Rs mn) 77,63,519 81,28,609 81,53,125

EBITDA (Rs mn) 7,58,652 4,95,337 5,44,003
Adj. net profit (Rs mn) 4,17,297 2,22,616 2,53,493
Adj. EPS (Rs) 30.3 16.2 184
Consensus EPS (Rs) 30.3 16.4 18.5
Adj. ROAE (%) 258 1.7 123
Adj. P/E (x) 6.0 11.2 9.9
EV/EBITDA (x) 5.1 7.8 6.9

Adj. EPS growth (%) 3262  (467) 139

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

Stock performance

———10CL ——— NSE Nifty (Relative)
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HOLD

TP: Rs 400 | A 13%

GREENPLY INDUSTRIES | Building Materials | 31 July 2024

Strong Q1; upbeat outlook in a challenging environment

Utkarsh Nopany

= Strong Q1 due to better-than-expected plywood volume and sharp
research@bobcaps.in

improvement in MDF segment margin on better product mix

= Maintained volume growth guidance for plywood and MDF for FY25;
MDF margin guidance increased by 100bps to 16-17% for FY25

= Downgrade to HOLD as bright future prospects baked into the current
valuation; raise TP by 25% to Rs 400

Strong quarter: MTLM beats our estimate for Q1FY25 (Revenue: +6.7%; EBITDA: Key changes
+20.5%) due to higher plywood volume (+8.6% YoY vs 6.4% estimate) and sharp Target Rating
improvement in MDF margin (+250bps QoQ to 16.7% vs 13.0% estimate). Overall, v
MTLM Revenue/EBITDA grew by 36%/114% YoY in Q1FY25 on a low base.
However, on a 5Y CAGR basis, EBITDA grew at a nominal 7% CAGR in Q1FY25. Ticker/Price MTLM IN/Rs 356
Market cap US$ 525.3mn
Key highlights: Despite weak market conditions, MTLM reported (a) healthy Free float 48%
plywood volume growth (+8.6% YoY; 5Y CAGR: +5.5%); and (b) improvement in 3M ADV US$ 1.7mn
MDF margin (+250bps QoQ to 16.7% vs margin contraction of 434bps QoQ to 52wk high/low Rs 374/Rs 149
11.1% for GREENP) due to improved realisation (+7.1% QoQ) on higher share of Promoter/FPI/DII 52%I5%/30%
value-added products (11% in Q4FY24 to 17% in Q1FY25). Source: NSE | Price as of 31 Jul 2024

Key financials

Guidance broadly intact: MTLM maintained its volume growth guidance for plywood YIE 31 Mar FY24A FY25E FY26E

(at 8-10%) and MDF (at 60%) for FY25. Plywood margin is expected to be relatively Total revenue (Rs mn) 21799 25033 28336

flat (vs improvement of 50-75bps earlier) and MDF margin to be 16-17% (vs 15-16% EBITDA (Rs mn) 1868 2634 3500
earlier) for FY25. The furniture fittings division is expected to start generating revenue Adj. net profit (Rs mn) 752 1278 1918
from Q2FY25; and expected to clock revenue of ~Rs 2.5bn-3.0bn with 25%+ EBITDA Adj. EPS (Rs) 6.1 10.3 155
margin in FY27. Management plans to spend Rs 700mn on capex in FY25 for a Consensus EPS (Rs) 61 107 150
debottleneck project (which would help increase its plywood capacity by 5% and MDF Adj. ROAE (%) "1 186 208
capacity by 25%). The company also plans to set up a greenfield plywood plant at a Ad. PEE (x) 585 344 29
cost of Rs 1.2bn-1.25bn over the next 18 months. EVIEBITDA (x 214145 2

Adj. EPS growth (%) (237) 699 501

. . ) . Source: Company, Bloomberg, BOBCAPS Research
Downgrade to HOLD; Raise TP by 25% to Rs 400: We remain quite positive on

MTLM’s long-term prospects as we see strong earnings growth prospect (EPS to Stock performance

grow at a healthy 47.5% CAGR over FY24-FY27E) along with sharp improvement in —MTLM  ——— NSE Nify (Relatve)
ROE profile (from 10.6% in FY24 to 19.4% in FY27E). However, we downgrade the 370

stock from BUY to HOLD as we believe its bright prospects are baked well into 320

current valuations (trades at 29.5x on 1Y forward P/E vs. 5Y average of 22.7x). We 210
220

increase our TP to Rs 400 (Rs 320 earlier) as we raise our EPS estimates 170
(+5.6%/+11.6% for FY25E/FY26E) based on a strong Q1FY25 result and roll forward 120 4
our valuation from Mar'26 to Sep’26. Our target P/E remains unchanged at 25x.

Jul-21
Oct-21 1
Jan-22
Apr-22
Jul-22 A
Oct-22 A
Jan-23
Apr-23 1
Jul-23 A
Oct-23 1
Jan-24
Apr-24 4
Jul-24 -

Source: NSE
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INDIA ECONOMICS

CORE INDUSTRY GROWTH
Performance of heavy-weights

Eight core industry growth eased to 4% in Jun’24 from 6.4% in May’24.
This was driven by moderation in output of petroleum and refinery
products, crude oil, natural gas, steel and electricity. Output of only coal,
fertilizers, and cement inched up. Drag in refinery output is reflected in
drop in petroleum exports in Jun’24. Steel output noted slowdown on
account of softer government spending and muted auto demand. Early
onset of monsoon also helped cool temperatures and reduced electricity
demand. On the positive side, start of Kharif sowing season has helped
fertilizer output and government’s push to increase coal production has
also shown positive results in that sector. Increase in cement sector
output indicates revival in construction activity. In Q1FY25, core sector
output eased to 5.7% from 6% in Q1FY24. Given the latest trends in core
sector growth, we expect 4-5% IIP growth in Jun’24.

d@ 3iim asier
Bank of Baroda
B = EEE

31 July 2024

Sonal Badhan
Economist

Core sector growth slows: Core sector growth eased to 4% in Jun’24 from 6.4% in

May’24. On FYTD basis, in Q1FY25, core sector output moderated, as it rose by 5.7%,

compared with 6% growth registered last year (Q1FY24).

Performance of heavy-weights: Out of the 8 sectors for which the data is made
available, 3 sectors alone contribute to ~66% of the total weight. These are: petroleum
and refinery products, steel and electricity. The largest weight is assigned to refinery
products, output of which declined by (-) 1.5% in Jun’24 following 0.5% increase in
May’24. This trend mimics the trend in petroleum exports, which fell by (-) 18.3% in
Jun’24 versus 15.7% rise in May’24, as majority of the refining is done for export
purposes. Output of other major industries also eased in Jun’24. Electricity output
moderated to 7.7% from 10.2% in May’24, while that of steel registered 2.7% growth
versus 6.8% in May’24. Onset of monsoon in Jun'24, cooled climatic conditions, thus
reducing the peak demand for electricity. Dip in steel output can be attributed to slow

start to government spending (due to general elections) and muted demand in the auto

sector (FADA data shows, total vehicle sales slowing in Jun'24 versus May’'24).

On FYTD basis, output of petroleum and refinery products (0.9% versus 1.9%) and
steel (6.1% versus 16.5%) has noted a moderation in Q1FY25 compared with
Q1FY24. Electricity output on the other hand registered an increase (10.5% versus
1.3%).

ECONOMICS RESEARCH



INDIA ECONOMICS

GOVERNMENT FINANCES
Spending momentum slows

Centre’s fiscal deficit remained contained at Rs. 1.4 lakh crores in Q1 FY25
which is only 8.1% of the budget estimate, compared with 25.3% of the
target achieved last year. This can be attributed to muted capital
expenditure due to general elections, as well as buoyant receipts growth
led by a sharp increase in income tax. With the elections now over, the
government’s capital expenditure is expected to pick up. We expect the
government to meet its revised fiscal deficit target of 4.9% of GDP in FY25,
led by prudent expenditure management and supported by robust tax

collections.

d@ 3iim asier
Bank of Baroda
B - EE

31 July 2024

Aditi Gupta
Economist

Receipt growth buoyant: Centre’s revenue receipts in Q1 FY25 stood at Rs. 8.3 lakh
crores, registering a 41% increase over the same period last year. As a percentage of
budget estimates (BE), centre’s net revenue receipts stand at 27.6% of FY25 BE,
higher compared with 22.4% in the same period last year. Centre’s gross tax revenue
rose by 23.7% on a YoY basis led by a sharp pickup in direct taxes. Direct tax revenue
increased by 39.9% to Rs. 4.6 lakh crores in Q1 FY25. Within this, income tax
collections picked up sharply by 49.9% to Rs. 2.9 lakh crores. Corporate tax collections
also rose at a buoyant pace of 26.2% to Rs. 1.7 lakh crores.

Indirect tax collections increased by 7.9% to Rs. 3.7 lakh crores. Within this, GST
collections increased by 10.6% to Rs. 2.3 lakh crores. On the other hand, customs and
union excise duties declined by 4.3% and 0.9% respectively.

Spending momentum slowing: After remaining subdued in the first two months of
FY25, Centre’s spending momentum has picked up pace. In Q1FY25, centre has
achieved 20.4% (Rs 9.7 lakh crores) of its targeted expenditure estimate, only
marginally lower than 23.3% achieved last year during the same period. Within this,
capital expenditure continued to remain muted at 16.3% of BE compared with 27.8%
of BE in the same period last year. On the other hand, revenue expenditure has
maintained a steady pace and is roughly at the same level as last year (~22%).
Government’s subsidies in Q1FY25 stand at 24% of BE which is only marginally higher
than 23% of BE last year. Within subsidies, disbursements under food subsidy stand at
30% of FY25 BE, much higher than 21% of BE last year. On the other hand, petroleum
subsidy has been significantly lower at 3% of BE versus 17% of BE in Q1FY24. In
terms of YoY growth, overall expenditure growth has declined by 7.7% in Q1FY25,
compared with an increase of 10.8% in Q1 FY24. This has been led by a sharp 35%
decline in capital expenditure in Q1 FY25.

ECONOMICS RESEARCH



RESULT REVIEW

BUY
HINDUSTAN

PETROLEUM CORP |

TP: Rs 460 | A 16%

Oil & Gas

Growth delivery remains on track, maintain BUY

= Qlresults was below consensus. However, underlying margins show

benefit of progress at Vizag and healthy fuel margins

= We expect HPCL to clock a 14% CAGR on ramp-up of Vizag refinery to
full potential over FY24-27; highest earnings growth within OMCs

= Maintain BUY with a higher TP of Rs 460 (from Rs 300); progress on
Vizag and Rajasthan refineries are key upside drivers

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 31 July 2024

Kirtan Mehta, CFA
research@bobcaps.in

Q1 below consensus: Q1 EBITDA at Rs 21bn was 28% below consensus and
39% below our forecasts. EBITDA was down 56% QoQ impacted by weaker refining
margin and under-recovery on LPG (Rs 25bn). While headline GRM was down US$
2/bbl, underlying GRM excluding inventory loss was down only US$ 0.6/bbl and may
have benefitted from higher utilisation at Vizag refinery. HPCL's marketing EBITDA
per tonne has reduced to Rs 900/t and was impacted by Rs ~2,100/t of under-
recovery on LPG. This indicates that underlying fuel margins were higher than
historical average.

Raise estimates: We raise our FY25/FY26 EBITDA forecasts by 10%/14%, raising
refining margin to account for higher benefit of Russian crude usage and faster
ramp-up of Vizag refinery. We account for US$ 1.5/bbl and US$ 2.5/bbl increase in
GRM at Vizag refinery in FY26 and FY27 with ramp-up of Reside Upgrade facility.
While underlying fuel margin has been higher-than-historical average in Q1, we still
consider a normalised margin for FY25 at Rs 2,250/t given uncertainty at the level of
crude price, cracks as well as retail margin.

Valuation outlook: We raise TP to Rs 460 (from Rs 300) factoring in changes to
our estimates, lower net debt with reduction in working capital in FY24 while
maintaining 1Y forward EV/EBITDA at 6x. For investments, we factor in increase in
market value of quoted investments and now use 1.3x (from 1x) P/B on unquoted
investments to reflect progress on Rajasthan Refinery, Chhara LNG terminal and
other investments. We roll-forward our valuation to Sep’25 (from Dec’24).

Maintain BUY: We maintain our BUY rating on HPCL with 16% upside to our
revised TP. With ~150% run-up in stock price since 27 October 2023, the stock has
closed a substantial gap with its fair value zone now factoring in the benefit of
healthy refining as well as marketing margins. Further upside is linked to timely
delivery on Vizag Bottom residue upgrade project and Rajasthan Refinery.

EQUITY RESEARCH

Key changes

Target Rating
4 )

Ticker/Price HPCL IN/Rs 396
Market cap US$ 10.1bn
Free float 45%
3M ADV US$ 37.1mn
52wk high/low Rs 402/Rs 160
Promoter/FPI/DII 55%/13%121%

Source: NSE | Price as of 30 Jul 2024

Key financials
YIE 31 Mar

FY24A

FY25E  FY26E

Total revenue (Rs mn) 43,38,565 41,86,228 43,26,641
2,49,278 1,72,685 2,02,734

EBITDA (Rs mn)

Adj. net profit (Rs mn)

Adj. EPS (Rs)

Consensus EPS (Rs)

Adj. ROAE (%)

Adj. PIE (x)
EV/EBITDA (x)

Adj. EPS growth (%)

160,146 93,826 1,16,785
752 441 549
752 459 506
404 186 201

53 9.0 72
55 85 7.0
(3294)  (414) 245

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

Jul-24 -

———HPCL ——— NSE Nifty (Relative)

420

360

300

240

180

120 +— — T T
559988388833
255233523835¢%

Source: NSE



RESULT REVIEW

BUY

TP: Rs 90 | A 18%

IDFC FIRST BANK | Banking

Business performance in line with guidance

= Management maintained its strong business growth target with major
focus on operational leverage to improve return, C/I Ratio <65% by 2027

= NIM expected to remain stable at current level of 6.5% with stable asset

quality, continues to guide for credit cost of 1.6%-1.8% for FY25

= Revise estimates with 37% PAT CAGR over FY24-FY26E and RoA/RoE
approaching 1.4%/14%. Retain BUY with lower TP of Rs 90 (1.5x FY26E)

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 30 July 2024

Ajit Agrawal

research@bobcaps.in

Continued strong business growth: IDFCBK posted PAT of Rs 6.8bn in Q1FY25,
down 6% QoQ on modest business growth (loan grew 4%/21% QoQ/YoY, while
deposit grew 5%/36% QoQ/YaoY). NIl rose 5% QoQ on higher CoF, while lower other
income QoQ (-1.4%) hit total income (up 3% QoQ). Opex growth remained flat QoQ
(-0.3%), aiding PPoP growth of 13% QoQ which stayed the centre of focus. Higher
provision (38%/108% QoQ/YoY), mainly from the JLG book, dragged PAT.

Stable NIM, C/I to improve: NIM fell QoQ on higher CoF and higher portion of low-
yielding assets like T-Bills, while bank guiding for stable NIM with decline in high-
cost borrowings. Business granularity kept its opex higher and its C/I ratio stood at
70% in Q1 (73% in Q4; industry’s highest). Bank expects business volume leverage,
mainly cost towards liability franchise, to reduce post FY25 and guided for C/I ratio
of 65% by FY27. We model 24% NIl CAGR over FY24-FY26 with C/I ratio of 67%.

Suitable portfolio mix: We expect SME and retail portfolios to drive loan book
growth. Along with strong deposit growth, IDFCBK has a healthy CASA ratio of 47%
in Q1FY25 (highest among its peers). Infra book constitutes 1.3% vs. 1.6% in Q4.
Baking in IDFCBK'’s track record and industry dynamics, we assume a credit/deposit
CAGR of 24%/31% over FY24-FY26E.

Stable asset quality: Controlled slippages led to stable asset quality and GNPA
/NNPA stood flat at 1.9%0.6%. Restructured book fell to 26bps vs. 31bps in Q4
while SMA book increased 16bps QoQ to 1% mainly from the JLG book. Credit cost
was 1.9% and bank guided for the same level in Q2 while expecting improvement
post H2, and maintained its FY25 target at 1.65%. We expect its asset quality to
remain stable with a GNPA/NNPA of 1.8%/0.6% over FY26E with a PCR of 70%.

Valuation outlook: Factoring in growth moderation, we revise growth estimates and
cut PAT by 7%/3% for FY25/FY26. However, bank’s focus on operational efficiencies
would be key to improving ROA/ROE (1.4%/14% in FY26E). Considering sustainable
growth and the bank’s stable asset quality, we value it at 1.5x FY26E (Jun’26) ABV
(1.6x earlier) using the GGM and lower our TP to Rs 90 (from Rs 96).

EQUITY RESEARCH

Key changes

Target Rating
v 4 )

Ticker/Price IDFCBK IN/Rs 76
Market cap US$ 6.4bn
Free float 65%
3M ADV US$ 37.2mn
52wk high/low Rs 101/Rs 71
Promoter/FPI/DII 35%/20%/13%

Source: NSE | Price as of 31 Jul 2024

Key financials

YIE 31 Mar FY24P FY25E FY26E
NIl (Rs mn) 164,508 204,496 252,772
NIl growth (%) 30.2 243 236
Adj. net profit (Rs mn) 29,565 36,105 55,294
EPS (Rs) 43 5.1 78
Consensus EPS (Rs) 43 5.8 7.8
P/E (x) 176 14.9 9.7
P/BV (x) 1.7 15 13
ROA (%) 1.1 1.1 14
ROE (%) 10.2 105 14.1

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

Stock performance

Jul-24 -

——— IDFCBK ——— NSE Nifty (Relative)
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RESULT REVIEW

BUY

TP: Rs 520 | A 15%

CROMPTON GREAVES |

Strong quarter; healthy outlook

= Strong Q1 topline from higher fan, B2B lighting and pump sales, and
GM expansion of 110bps driven by strategic pricing actions

= Premiumisation and buildout of presence across alternative channels

on track; e-commerce sales surge 82% YoY

= We raise our FY25E/FY26E EPS by ~6%/9% and value the stock at 36x
Jun’26E P/E (33x earlier). Maintain BUY with increased TP of Rs 520
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Strong quarter: CROMPTON reported consolidated topline growth of ~14% YoY,
reaching Rs 21.4bn (in line with our estimate). The company's gross margin (GM)
expanded by 110bps to 31.9%, driven by strategic pricing actions. EBITDA margin
also improved by 100bps to 10.9%. On a standalone basis (excluding BGAL), gross
margin rose by 190bps to 31.3%, and EBITDA margin by 140bps to 11.4%. Adjusted
PAT stood at Rs 1.5bn. Promotional expenditure for standalone revenues rose to
4.5%, from 3.1% in the previous quarter.

Growth across segments; BGAL declines: The ECD segment’s topline grew a
robust 21% in Q1, fuelled by favourable summer demand across the country, and
EBIT margins expanded by 230bps YoY to 15%. The lighting sector delivered
steady performance, with B2B lighting experiencing strong volume growth and a
modest revenue increase of about 2% YoY for Q1FY25. BGAL'’s revenue declined
19% YoY due to decreased e-commerce sales but made a notable recovery, turning
positive after two quarters with EBIT reaching Rs 41mn.

Strategies driving success: CROMPTON's cost savings initiatives, premiumisation
efforts, and focus on alternative channels are starting to yield results. Alternative
channels grew 30% YoY, with e-commerce sales surging 82% and contributing over
Rs 1bnin Q1. It has had the same run rate over the past four quarters, driven by
fans and appliances. The company repaid Rs 3bn of debt from the Butterfly
acquisition, but still carries Rs 3bn of debt on its books. Despite this, CROMPTON
remains net cash positive and continues to generate strong cash flow.

Maintain BUY: CROMPTON is a market leader in fans, and has tackled the ongoing
price erosion in the lighting industry well. However, BGAL is facing industry-related
issues such as subdued consumer demand, which we expect will subside over the
next 2-3 quarters. We raise FY25E/26E EPS estimates by ~6%/9% on a likely
turnaround in BGAL, margin expansion in the ECD segment as a result of ongoing
efforts in premiumisation, sales from alternative channels, and e-commerce sales.
We roll forward our valuation to Jun’26E and raise our TP to Rs 520 (from Rs 400),
which is based on 36x P/E (33x earlier) in line with the 5Y average. Maintain BUY.
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Key changes

Target Rating
4 )

Ticker/Price CROMPTON IN/Rs 451
Market cap US$ 3.4bn
Free float 100%
3M ADV US$ 23.9mn
52wk high/low Rs 461/Rs 261
Promoter/FPI/DII 0%/40%/44%

Source: NSE | Price as of 31 Jul 2024

Key financials

YIE 31 Mar FY24A FY25E FY26E
Total revenue (Rs mn) 73,128 89,082 107,110
EBITDA (Rs mn) 7,137 10,050 12,103
Adj. net profit (Rs mn) 4399 6,812 8,449
Adj. EPS (Rs) 6.9 10.7 133
Consensus EPS (Rs) 6.9 10.0 135
Adj. ROAE (%) 155 211 223
Adj. P/E (x) 65.3 422 340
EV/EBITDA (x) 39.6 279 235
Adj. EPS growth (%) (5.0) 54.8 240

Source: Company, Bloomberg, BOBCAPS Research
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NOT RATED

BIRLASOFT | IT Services

Among the weakest performers this quarter
= Big miss on revenue and margins. Significant shifts in cost items on a
QoQ basis help prevent collapse in margins

= Great volatility around vertical and service line growth. The company

says it is a one quarter blip and things should be on track from 2QFY25

= However, order inflow statistics do not give much comfort. We are in
the process of initiating coverage on the sector and stock
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A big revenue decline QoQ: Birlasoft's 1QFY25 constant currency (CC) QoQ
revenue declined 2.7%, significantly lower than our 2% estimate. Our revenue
growth expectations were built on the view management held three months ago that
it would be among the growth leaders in FY25. Also, it clocked 9.5% revenue growth
in FY24 (ex Invacare). While it was not the best among Tier-2 peers, the
performance was commendable.

Lack of project starts the key issue: The CEO Angan Guha indicated that
“challenging operating environment and tightened discretionary spends by
customers continued to impact revenue”. Deals that were supposed to ramp up were
pushed back into 2Q and beyond. Much of the pushback of deal ramp-ups was in
manufacturing (largely connected with ERP work) and some in the Healthcare
vertical. The revenue compression was probably accentuated by a significant
delivery shift offshore — by 430bps QoQ.

BFSI did well but manufacturing dragged: Banking, financial services and
insurance (BFSI) and Energy & Utilities and Infrastructure drove growth QoQ at
8.1%, 3.6%, ~37%, respectively. But the weakness was due to Life Sciences and
Manufacturing declining by 9.2% and 6% QoQ, respectively. In the service lines,
Data & Digital declined 4.4% QoQ, while Enterprise Resource Planning (ERP)
declined by 10.1%.

2Q should see growth: Birlasoft is calling 2QFY25 a growth quarter as some
deferred projects come back, but it is not willing to point out the strength.

EBIT margin was a miss but could have been worse: EBIT margin came in at
13.1% compared to our estimate of 14.8%— a big miss. The big decline in margin
happened as Birlasoft had staff to deliver on some projects that got deferred and
that led to utilisation falling QoQ by 460bps. The miss would have been greater had
there not been a one-off tailwind of 167bps in the quarter due to the reversal of
provisions made towards a Long-Term Special Award formulated for a select group
of senior leaders. This reversal lowered employee cost.
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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: INHO00000040 valid till 03 February 2025

Brand Name: BOBCAPS

Trade Name: www.barodaetrade.com

CIN: U65999MH1996G 01098009

/B BOBCAPS
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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/her compensation was,
is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and
are not associated persons of 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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