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ICICI Bank | Target: Rs 755 | -5% | HOLD Daily macro indicators
Gaining traction; cut to HOLD on fair valuations Indicator 24-Jan  21-Jan  Chg (%)
. US 10Y yield
Cipla | Target: Rs 1,160 | +28% | BUY (%) 177 1.76 L
Growth led by India business lyri'gl'j‘ (102;( 6.66 6.63 3
. USD/INR 745675 7443 0.2)
IndiaMart InterMesh | Target: Rs 7,660 | +53% | BUY
Brent Crude 86.3 879 (1)
Below-expected Q3; retain BUY on deferred revenue growth (US$/bbl) ' ' '
Dow 34,365 34,265 0.3
Cera Sanitaryware | Target: Rs 5,590 | +24% | BUY Hang Seng 24656 24966 (12)
Healthy demand traction with positive outlook Sensex 57492 59,037 (2.6)
India FlI Chg
(US$ mn) 21-Jan 20-Jan ($ mn)
FIl-D (7.0) 5.8 (12.8)
FI-E 4126)  (617.9) 205.3
SUMMARY ;
Source: Bank of Baroda Economics Research
ICICI Bank
= Augmented risk architecture to enhance overall performance with total CAR
estimated at robust 19-20% levels, enabling growth
= Digitisation to play increasing role in growth — e.g. 33% of mortgage approvals
and 43% of personal loan disbursals were digital in 9SMFY22
=  We value the core business at 2.1x Mar'’24E P/ABV and raise our TP from Rs
675 to Rs 755; cut from BUY to HOLD as valuations fair
Click here for the full report.
Cipla
= Q83 sales growth modest at 6% YoY led by US and India formulations. API sales
declined due to slowdown in orders from developed markets
= EBITDA margin remained healthy at 22.5% despite RM cost pressure and
higher freight charges
=  We roll over to FY24E valuations but retain our TP at Rs 1,160 with a reduced
multiple of 16x EV/EBITDA (vs. 17x). Reiterate BUY
Click here for the full report. BOBCAPS Research

researchreport@bobcaps.in

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures, including any required research certifications, are provided at the end of this report.


https://www.barodaetrade.com/Reports/ICICIBank-CompanyUpdate25Jan22-Research.pdf
https://www.barodaetrade.com/Reports/Cipla-Q3FY22ResultReview26Jan22-Research.pdf
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IndiaMart InterMesh

= Q83 revenue up 3% QoQ, short of our estimates due to weak ARPU growth

= EBITDA margin at 43% contracted 380bps QoQ on higher manpower and other
operating costs

= We cut FY22-FY24 EPS by 5-8% and roll valuations over to Dec’23, arriving at a
new TP of Rs 7,660 (vs. Rs 8,430). Retain BUY

Click here for the full report.

Cera Sanitaryware

= Q8 consolidated revenue grew 28% YoY with the sanitaryware/faucet segments
increasing 51%/60%

= With ~95% of the RM basket stable and price hike benefits, operating margin
expanded 280bps YoY to 16.5% and EBITDA grew 54%

= Maintain BUY with an unchanged TP of Rs 5,590 given strong growth prospects and
improving return ratios

Click here for the full report.
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COMPANY UPDATE

HOLD

TP: Rs 755 | v 5%

ICICI BANK | Banking

Gaining traction; cut to HOLD on fair valuations
= Augmented risk architecture to enhance overall performance with total
CAR estimated at robust 19-20% levels, enabling growth

= Digitisation to play increasing role in growth — e.g. 33% of mortgage
approvals and 43% of personal loan disbursals were digital in 9MFY22

= We value the core business at 2.1x Mar’24E P/ABV and raise our TP
from Rs 675 to Rs 755; cut from BUY to HOLD as valuations fair
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| 25 January 2022

Ashwini Jani | Rushabh Bhachawat
researchreport@bobcaps.in

Recent stability in performance: ICICIBC’s pre-provision operating profit-to-asset
ratio has been within a broad range of 2.5-3.5%, averaging at ~3% for the last 10
years. NIM has been at ~3.7% for the last two years and we expect it at ~4% for
FY22. ROE improved to 12.3% in FY21 after averaging at 7.7% (ROA 0.9%) over
FY16-FY20, low in comparison to some of the other well-run banks, with gross and
net NPAs significantly higher. Net NPA has reduced considerably in FY21 with
robust coverage. Gross/net NPA as at Q3FY22 stood at 4.1%/0.9% and PCR is
among the best in the industry at 80%.

ROE set to rise: We expect ROE to build up to the 15-17% range (ROA 1.8-2%) in
the medium term and to generally sustain above the cost of equity. Changes in
management and risk architecture are likely to enhance the robustness of recent
performance. We estimate tier-1 capital at ~18-19% in the medium term, with total
CAR in 19-20% range.

Strategy overhaul aimed at driving profits: The bank has overhauled its strategic
approach to lending and risk in order to drive core operating profit, with a maximum
targeted stress level at ~25% as a percentage of PPOP. A bank-wide integrated
approach (cross-sell teams aided by technology) towards the asset and liability
franchise has been implemented for maximum synergies over the past 2-3 years.

Valuations fair, downgrade to HOLD: We value ICICIBC’s core business at 2.1x
Mar’24E P/ABV and add Rs 135 for subsidiaries to arrive at our SOTP valuation of
Rs 755 (from Rs 675). As current valuations appear fair in our view, we downgrade
the stock from BUY to HOLD. Worsening of Covid-induced asset stress and a sharp
rise in rates impacting asset quality materially are key downside risks to our
estimates and valuation.
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Key changes

Target Rating
v

Ticker/Price ICICIBC IN/Rs 798
Market cap US$ 74.3bn
Free float 100%
3M ADV US$ 164.9mn
52wk high/low Rs 867/Rs 512
Promoter/FPI/DII 0%/45%/44%

Source: NSE | Price as of 24 Jan 2022

Key financials

YIE 31 Mar FY21A FY22E FY23E

Net interest income 3,89,894 4,85,485 5,71,046

NIl growth (%) 17.2 245 176
Adj. net profit (Rs mn) ~ 1,61,927 2,45,835 2,89,058
EPS (Rs) 242 355 416
Consensus EPS (Rs) 242 323 39.6
P/E (x) 33.0 225 19.2
P/BV (x) 37 33 29
ROA (%) 14 1.9 19
ROE (%) 123 15.7 16.1

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

———ICICIBC ——— NSE Nifty (Relative)

890

760

630

500

370

240 ; — . ;
22228888 saaaa4d
§2385523855238%§

Source: NSE



RESULT REVIEW /23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

BUY

TP: Rs 1,160 | A 28%

CIPLA | Pharmaceuticals | 26 January 2022

Growth led by India business

Surajit Pal | Saad Shaikh

= Q3 sales growth modest at 6% YoY led by US and India formulations.
researchreport@bobcaps.in

APl sales declined due to slowdown in orders from developed markets

= EBITDA margin remained healthy at 22.5% despite RM cost pressure
and higher freight charges

= We roll over to FY24E valuations but retain our TP at Rs 1,160 with a
reduced multiple of 16x EV/EBITDA (vs. 17x). Reiterate BUY

Strong traction in US business: Cipla reported modest 6% YoY sales growth in Key changes
Q3FY22 with strong tractions in India formulations, US generics and branded Target Rating
portfolio in Africa. Contribution from the Covid-19 portfolio, however, declined by <> <)
17% QoQ and 10% YoY. US business reaches its highest revenues at US$ 150 mn
with momentum in the core portfolio, especially respiratory and other products. The Ticker/Price CIPLA IN/Rs 906
company’s Rx share in Albuterol and Arformoterol was at 15.9% and 26.8% in Market cap US$ 9.8bn
3QFY22 respectively. Free float 63%

3M ADV US$ 28.9mn
‘One India’ India strategy delivers strong growth: India business grew 13% YoY 52wk high/low Rs 1,005/Rs 738
led by sustained momentum across core therapies and traction in flagship brands, Promoter/FPI/DII 36%/25%121%

while contribution from the Covid portfolio remained modest. Order flow in the trade Source: NSE | Price as of 25 Jan 2022

generics prescription (GRx) business remained healthy across therapies and Key financials

regions. Cipla’s consumer business witnessed steady growth with strong traction in Y/E 31 Mar FY21A FY22E FY23E
core and transitioned brands. Lower order flow from developed markets affected API Total revenue (Rs mn)  1,90,682 2,15,698 2,34,785
sales (-25% YoY). EBITDA (Rs mn) 41,611 47567 50,362
Adj. net profit (Rs mn) 23,135 27,604 29,768
Inline EBITDA margin despite headwinds: Cipla reported an EBITDA margin of Adj. EPS (Rs) 287 343 369
22.5% (-135bps YoY) despite raw material and freight cost headwinds, as these Consensus EPS (Rs) 287 31 M7
were partly offset by benefits from increased sales in complex and chronic launches. Adj. ROAE (%) 135 142 136
Gross margin came at 60.9% (-55bps YoY, -40bps QoQ) due to the cost inflation as Ad;. PIE () N5 264 A5
. . . I . EV/EBITDA (x) 178 15.2 139

well as certain provisions for inventory and lower contribution of Covid products.
Adj. EPS growth (%) 573 193 7.8

Management expects the gross margin to improve as complex launches will benefits

. ] ] Source: Company, Bloomberg, BOBCAPS Research
with favourale product mix going forward.

Stock performance

Maintain BUY with TP of Rs 1,160: With a strong India franchise, rich US pipeline

———CIPLA. ——— NSE Nifty (Relative)
and low risk of price erosion in the US, Cipla is poised to leverage the network reach 990
of the robust core portfolio to launch major generics. In our view, operating leverage 860
in the US business will be a key margin driver for FY22-E-24E. We reiterate BUY 730
: . . 600
and retain our TP at Rs 1,160 as we roll forward to FY24E EBITDA while lowering 470
our target multiple from 17x to 16x EV/EBITDA (implied P/E of 26x) in light of the 340 4 i . i i
slowdown in API sales, lower Covid contribution and cost headwinds. 2122898835589
§2388233882338S

Source: NSE
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BUY

TP: Rs 7,660 | A 53%

INDIAMART INTERMESH | Technology & Internet | 25 January 2022

Below-expected Q3; retain BUY on deferred revenue growth

Ruchi Burde | Seema Nayak

= Q3 revenue up 3% QoQ, short of our estimates due to weak ARPU
researchreport@bobcaps.in

growth

= EBITDA margin at 43% contracted 380bps QoQ on higher manpower

and other operating costs

= We cut FY22-FY24 EPS by 5-8% and roll valuations over to Dec’23,
arriving at a new TP of Rs 7,660 (vs. Rs 8,430). Retain BUY

Revenue disappoints: INMART reported Q3FY22 revenue growth of 3% QoQ (8% Key changes

YoY), below our estimate of 7% QoQ. The number of registered buyers increased Target Rating
4% QoQ (20% YoY), with paying subscription suppliers also up 4% QoQ (5% YoY). v <)
ARPU remained flattish sequentially (3% YoY) and collections from customers were
flat QoQ as well (25% YoY). Traffic growth was muted at 4% QoQ due to third- Ticker/Price INMART IN/Rs 5,005
quarter seasonality. Deferred revenue grew 4% QoQ and 25% YoY, indicating a Market cap US$ 2.0bn
positive swing in momentum going forward. Free float 42%

3M ADV US$ 12.9mn
Margin contracts sharply: EBITDA margin fell 380bps QoQ to 43%. Manpower and 52wk high/low Rs 9,950/Rs 4,970
other operating expenses were up 7% and 15% QoQ respectively. INMART added Promoter/FPI/DII 50%/28%/23%

225 employees in Q3 and aims to increase its headcount by 100 per quarter. Other Source: NSE | Price as of 25 Jan 2022

income declined 30% QoQ. PAT was down 13% QoQ (9% YoY). Key financials

Y/E 31 Mar FY21A FY22E FY23E
Strategic acquisitions on the rise: During Q3, INMART acquired a 7.7% stake in Total revenue (Rs mn) 6650 7478 9134
Mynd Solutions for Rs 320mn (provider of computer software development, web EBITDA (Rs mn) 3333 3203 3874
design & web maintenance services) and a 26% stake in EasyEcom for Rs 133mn Adj. net profit (Rs mn) 2,867 3265 3,789
(Al-driven omnichannel platform for MSMEs). INMART’s acquisition of Vyapar opens Adj. EPS (Rs) 945 1074 1247
up a large opportunity in the accounting space. It has also bought 100% in Busy Consensus EPS (Rs) 945 1158 1333
Infotech, the largest accounting software with a pan-India presence, for Rs 5bn. All Adj. ROAE (%) 303 185 183
these investments point towards INMART's strategic shift towards the SaaS Ad;. PIE (x) 530 466 402
ecosystem and provide synergies from cross- and up-selling. EVIEBITDA (x) 457 463 390

Adj. EPS growth (%) 898 137 1641

.. . . . . 3 L. ) Source: Company, Bloomberg, BOBCAPS Research
Legistify growing rapidly: INMART has increased its stake in Legistify which

provides internet-based software solutions and had a turnover of Rs 17.3mn in FY20 Stock performance
with over 160 paying customers. Legistify has delivered spectacular growth of 100- INMART NSE Nify (Relative)
200% over the last two years. It has a flagship product called Legistrak (SaaS tool) 9,800
which allows businesses to manage legal workflows. 8,000
6,200
Healthy revenue visibility; retain BUY: We cut FY22/FY23/FY24 EPS estimates 4400
2,600
by 5%/8%1/8%, factoring in the Q3 results. On rolling valuations over to Dec’23, we 800
arrive at a new TP of Rs 7,660 (vs. Rs 8,430), based on an unchanged P/E of 57.3x. 3§83 s883335a8
3852385238 %

Retain BUY given decent deferred revenue and paying subscriber growth.

Source: NSE
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BUY

TP: Rs 5,590 | A 24%

CERA SANITARYWARE |

Healthy demand traction with positive outlook
= Q3 consolidated revenue grew 28% YoY with the sanitaryware/faucet
segments increasing 51%/60%

= With ~95% of the RM basket stable and price hike benefits, operating
margin expanded 280bps YoY to 16.5% and EBITDA grew 54%

= Maintain BUY with an unchanged TP of Rs 5,590 given strong growth

prospects and improving return ratios

Construction Materials |

/23 BOBCAPS
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25 January 2022

Ruchitaa Maheshwari
researchreport@bobcaps.in

Healthy revenue growth led by strong demand traction: CRS reported 28% YoY
growth in Q3FY22 consolidated revenue to Rs 4bn as (a) the company filled the
space vacated by peers who depend on imports from China which declined due to
high shipping costs, and (b) it saw a revival in real estate demand and increasing retail
consumption led by home upgrades and improvement.

Operating margin expands: A higher revenue contribution of sanitaryware and
faucetware at 88% in Q3FY22 vs. 73% in Q3FY21 had a positive bearing on EBITDA
margin. In addition, ~95% of raw material cost was largely stable. Gross margin thus
expanded 820bps YoY to 54.5% which coupled with a better product mix and price
hike benefits spurred EBITDA margin gains of 280bps YoY (+120bps QoQ) to 16.5%.

Demand outlook healthy: Demand has been robust and the sanitaryware/faucet
segments ran at optimal capacity utilisation of 103%/99% in Q3. CRS expects to see
strong demand traction in coming quarters led by (a) real estate demand,

(b) demand for home improvement and upgrades, (c) low interest rates, and

(d) lower competition from peers who were dependent on sourcing from China and
are now facing supply issues due to high freight cost.

Maintain positive view...: CRS is in a sweet spot and continues to witness material
volume growth in its bathroom solutions segment aided by (a) market share gains
across the product portfolio led by import substitution in the sanitaryware and faucet
segments, which has opened up untapped potential (besides market share gains,
CRS is witnessing a sizeable shift from the unorganised to organised sector);

(b) Morbi’s intensified focus on exports in the tile segment; and (c) demand pickup in
the housing sector (both new construction and replacement).

...retain BUY: CRS trades at a P/E of 28.2x on FY24E which is reasonable
compared to its five-year median of 37.6x. We continue to value the stock at 35x
FY24E EPS for a TP of Rs 5,590 and retain BUY given the company’s strong growth
prospects, improving balance sheet driven by stricter control on receivables and
rising return ratios.

EQUITY RESEARCH

Key changes

Target Rating
4 ) 4 )

Ticker/Price CRS IN/Rs 4,494
Market cap US$ 781.5mn
Free float 46%
3M ADV US$ 0.7mn
52wk high/low Rs 6,450/Rs 3,315
Promoter/FPI/DII 54%119%127%

Source: NSE | Price as of 25 Jan 2022

Key financials

YIE 31 Mar FY21A FY22E FY23E
Total revenue (Rs mn) 12,243 14,436 16,780
EBITDA (Rs mn) 1,581 2,080 2,482
Adj. net profit (Rs mn) 1,008 1,427 1,754
Adj. EPS (Rs) 775 1098 1349
Consensus EPS (Rs) 775 1135 1412
Adj. ROAE (%) 123 154 16.9
Adj. P/E (x) 58.0 409 333
EV/EBITDA (x) 36.5 27.8 233
Adj. EPS growth (%) (0.6) 416 229

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

———CRS ——— NSE Nifty (Relative)
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Disclaimer

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.

Rating distribution

As of 31 December 2021, out of 115 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 57 have BUY ratings, 31 have HOLD ratings, 5
are rated ADD*, 2 are rated REDUCE* and 20 are rated SELL. None of these companies have been investment banking clients in the last 12 months. (*Our ADD and
REDUCE ratings are in the process of being migrated to the new recommendation structure.)

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 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 Institutional 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 has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INH000000040 valid till
03 February 2025. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20
November 2017. BOBCAPS CIN Number: U65999MH1996G0I1098009.

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 where such an offer or solicitation would be
illegal. 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.

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 act as market makers or assume an underwriting commitment in the securities of companies discussed

EQUITY RESEARCH 27 January 2022
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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.

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 orimmediately 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.

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed in
Canada or used by private customers in the United Kingdom.

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.
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