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MAHANAGAR GAS | TARGET: Rs 1,590 | +16% | BUY

. . Source: Bank of Baroda Economics Research
Volume growth accelerating, reiterate BUY

DCB BANK | TARGET: Rs 172 | +27% | BUY

NIl sequentially flat on high interest cost

SBI LIFE | TARGET: Rs 1,970 | +43% | BUY

ULIP-led growth; maintains market leadership

SUMMARY

BAJAJ AUTO

= Q3 revenue grew 30% YoY backed by healthy domestic 2W volume growth
and revival in exports

=  Gross margin stayed flat at 29% despite softer input cost; operating leverage
added 100bps YoY to EBITDA margin

= Our TP rises to Rs 6,272 (vs. Rs 5,139) on a higher target P/E of 18x (vs. 17x)
and rollover; cut from HOLD to SELL post rally

Click here for the full report.
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Important disclosures and analyst certifications are provided at the end of the report.


https://www.barodaetrade.com/Reports/BajajAuto-Q3FY24ResultReview27Jan24-Research.pdf

FIRST LIGHT

TVS MOTOR

ICE 2W volume growth beats industry at 33% YoY, supporting 26% revenue
growth in Q3

Volume uptick bolstered EBITDA margin by 115bps YoY to 11.2%; gross
margin also healthy at 26% (+180bps)

Upgrade to BUY with new TP of Rs 2,242 (vs. Rs 1,531) as we raise FY24/
FY25 EPS 7% and increase our target P/E to 28x (vs. 26X)

Click here for the full report.

SBI CARD

NIM fell 40bps YoY on a higher cost of funds and pressure likely to mount
further

NIM fell 40bps YoY on a higher cost of funds and pressure likely to mount
further

Cut from BUY to HOLD as we lower earnings and value the stock at 21x
FY26E P/E (vs. 28x FY25E) for a revised TP of Rs 800 (vs. Rs 910)

Click here for the full report.

LAURUS LABS

Fourth straight quarterly miss with upsets on all fronts; Q3 revenue/ EBITDA
well short of Bloomberg consensus by 13%/79%

EBITDA margin held sequentially at 15.2% but dropped 10ppt from last year;
management expects a better Q4

TP revised to Rs 305 (vs. Rs 340) as we cut FY24-FY25 EBITDA 30-36% and
roll valuations over; downgrade from HOLD to SELL

Click here for the full report.

CIPLA

Q3 strong with EBITDA beat of 9% over consensus, though impairment
charges of Rs 1.9bn limited PAT outperformance vs consensus

Better pricing and favourable mix aided gross margin (+90bps YoY), while
prudent cost control lifted EBITDA margin (+225bps)

TP revised to Rs 1,576 (vs. Rs 1,360) as we tweak estimates and roll
valuations forward to FY26E; maintain BUY

Click here for the full report.
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FIRST LIGHT

MAHANAGAR GAS

Q3 beats consensus with sharp uptick in volume growth and stable margins
despite lower APM gas allocation

We raise FY23-FY26 volume growth forecasts to 6.7% CAGR (from 6.1%) and
margins towards higher end of guided range

TP hiked to Rs 1,590 (from Rs 1,255), implying FY25E target P/E of 13.8x;
stock merits rerating on improved growth prospects

Click here for the full report.

DCB BANK

NIl flat QoQ (6%Y0oY) in Q3 on higher interest expenses; treasury gains and
moderate opex aided 9% YoY PPOP growth

Reported NIM fell 20bps QoQ to 3.5%, but management retained FY24
guidance at 3.65-3.75%

Maintain BUY with revised TP of Rs 172 (vs. Rs 144), valuing the stock at 0.9x
FY26E ABV (vs. 0.8x on FY25E)

Click here for the full report.

SBI LIFE

9MFY24 APE growth strong at 17% YoY with ULIPs forming 61% of total;
continues to lead the market with 26.5% share in individual APE

VNB margin remains high at 28.1% despite 150bps YoY decline in 9M owing
to a product mix tilted toward ULIPs

We broadly retain estimates and keep our TP unchanged at Rs 1,970, based
on 2.5x FY26E EV; maintain BUY

Click here for the full report.
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RESULT REVIEW

SELL

TP: Rs 6,272 | Y 17%

BAJAJ AUTO | Automobiles

Healthy revival but priced in; downgrade to SELL
= Q3 revenue grew 30% YoY backed by healthy domestic 2W volume
growth and revival in exports

= Gross margin stayed flat at 29% despite softer input cost; operating
leverage added 100bps YoY to EBITDA margin

= Qur TP rises to Rs 6,272 (vs. Rs 5,139) on a higher target P/E of 18x (vs.
17x) and rollover; cut from HOLD to SELL post rally

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 27 January 2024

Milind Raginwar | Shree Kirloskar
research@bobcaps.in

Revenue gains YoY backed by motorcycle volumes: BJAUT’s Q3FY24 revenue
jumped 30% YoY (+12% QoQ) to Rs 121.1bn aided by healthy volume growth of
22% (+14%) to 1.2mn units. Growth was driven by BJAUT's focus on the 125cc+
segment which outpaced the industry average. Average realisation per vehicle grew
only 7% YoY (-1% QoQ) to Rs 101.2k, pointing to competitive pressure.

Gross Margin flat, operating efficiencies aide EBIDTAM: Raw material cost as a
percentage of sales was stable at 71% following a softening of key input costs. Even
S0, gross margin was flat YoY and QoQ at 29%, whereas better operating leverage
and cost management aided EBITDA margin expansion of 102bps YoY (+27bps
QoQ) to 20.1%. Other expenditure fell 7% YoY (flat QoQ) to Rs 5.8k per vehicle.
EBITDA for the quarter increased 37% (+14% QoQ) to Rs 24bn.

Triumph gains strong traction, other segments also fare well: Triumph sold 15k
units in Q3FY24 (8k in Q2) and Pulsar sold 400k units with a market share of 40% in
the 150-200cc segment (32% in FY23). Chetak had monthly sales of >10k units in
Q3 and management is aiming for >15k units in Q4FY24. Additionally, 3W sales
surpassed 40k units for the month of December vs. 30k units in Q3FY23.

Exports improve sequentially: Export volumes fell 4% YoY but inched up 2% QoQ
to stand at 70% of the peak levels achieved in FY22, as Red Sea disruptions
affected shipments in December. BJAUT has set up a new motorcycle plant in
Manaus, Brazil, which is expected to commence production by Q1FY25

Positives priced in; cut to SELL: We adjust our FY24/FY25 EPS estimates by
+4%/-1% and introduce FY26 forecasts, now pencilling in an EBITDA/PAT CAGR of
21%/19% over FY23-FY26 based on BJAUT’s healthy product pipeline, EV
launches and gradual export revival. On rolling valuations over FY26E and valuing
the stock at 18x P/E vs. 17x earlier (a 15% premium over the 10Y average), we
arrive at a higher TP of Rs 6,272 (vs. Rs 5,139). However, the stock has rallied
recently and current valuations of 22x P/E FY26E appear rich, prompting our
downgrade from HOLD to SELL.

EQUITY RESEARCH

Key changes

Target Rating
v

Ticker/Price BJAUT IN/Rs 7,598
Market cap US$ 26.8bn
Free float 46%
3M ADV US$ 41.6mn
52wk high/low Rs 7,625/Rs 3,626
Promoter/FPI/DII 54%/10%/13%

Source: NSE | Price as of 25 Jan 2024

Key financials

YIE 31 Mar FY23A FY24E FY25E
Total revenue (Rsmn)  3,64,276 4,45,551 5,05,765
EBITDA (Rs mn) 65491 86,820 98,229
Adj. net profit (Rs mn) 56,276 73,145 82,854
Adj. EPS (Rs) 1979 2585 2928
Consensus EPS (Rs) 1979 2590 297.0
Adj. ROAE (%) 216 249 246
Adj. P/E (x) 384 294 259
EV/EBITDA (x) 339 252 222

Adj. EPS growth (%)

217 30.6 133

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

———BJAUT ——— NSE Nifty (Relative)

7,640

6,700
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3,880

2,940 +—
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Source: NSE
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BUY

TP: Rs 2,242 | A 16%

TVS MOTOR |  Automobiles | 27 January 2024

On afast track —raise to BUY

Milind Raginwar | Shree Kirloskar

= |CE 2W volume growth beats industry at 33% YoY, supporting 26%
research@bobcaps.in

revenue growth in Q3

= Volume uptick bolstered EBITDA margin by 115bps YoY to 11.2%;
gross margin also healthy at 26% (+180bps)

= Upgrade to BUY with new TP of Rs 2,242 (vs. Rs 1,531) as we raise FY24/
FY25 EPS 7% and increase our target P/E to 28x (vs. 26x)

Revenue growth driven purely by volume uptick...: TVSL’s Q3FY24 revenue Key changes

grew 26% YoY (flat QoQ) to Rs 82.4bn backed by volume growth of 25% YoY (flat Target Rating
QoQ) to ~1.1mn units. Net realisation per vehicle (NRPV) remained flat YoY/QoQ at

Rs 74.9k. TVSL’s domestic ICE 2W volumes grew 33% YoY to ~800k units, beating

the industry growth rate. Ticker/Price TVSL INRRs 1,941
Market cap US$ 11.2bn
...leading to healthy EBITDA and margin gains: Raw material cost as a Free float 48%
percentage of sales dropped 180bps YoY to 73.7% in Q3 (flat QoQ). EBITDA 3M ADV US$ 23.2mn
increased 40% YoY (+3% QoQ) to Rs 9.2bn and the margin improved 115bps (flat 52wk high/low Rs 2,109/Rs 990
QoQ) to 11.2%. Adj. PAT climbed 68% YoY (+11% QoQ) to Rs 5.9bn with a 7.2% Promoter/FPI/DII 52%/13%/25%

net margin, aided by other income which included gains of ~Rs 823mn from capital Source: NSE | Price 2s of 25 Jan 2024

reduction of the subsidiary. Key financials

YIE 31 Mar FY23A FY24E FY25E
Steady revival in export demand: 2W export sales grew 4% YoY (-10% QoQ) to Total revenue (Rs mn)  2,63,781 3,02,195 3,62,497
~216k units, above the industry. TVSL anticipates a pickup in the Middle East, EBITDA (Rs mn) 26747 34517 45469
LATAM and ASEAN markets as well as Sri Lanka which has opened up for exports Adj. net profit (Rs mn) 14910 20426 28,830
in Q3FY24. Recovery in African markets may take longer than estimated. Adj. EPS (Rs) 314 430 607

Consensus EPS (Rs) 314 440 56.1
Estimates revised: We believe TVSL will continue to beat industry volume growth Adj. ROAE (%) 247 261 276
backed by a strong presence in the high-end motorcycle segment, together with its Adj. PIE (x) 619 451 320
focus on EV launches and the revival in exports. This apart, easing raw material EV/EBITDA (x) 43 268 202

Adj. EPS growth (%) 669 370 411

costs and the company’s premium focus will add to margins. We raise our

. . . . Source: Company, Bloomberg, BOBCAPS Research
FY24/FY25 earnings estimates by 5%/7% to factor in the above and introduce FY26

projections, baking in a 3Y EBITDA/PAT CAGR of 28%/35%. Stock performance
) ) ) ———TVSL —— NSE Nifty (Relative)
TP raised; upgrade to BUY: To factor in the strong outlook for high-end products 2120
such as Apache and Raider, launch plans, and benefits from investments in export 1,790
markets over the medium term, we revise our target P/E multiple for the core 1,460
1,130

business to 28x from 26X, in line with the stock’s long-term average. On rolling
800

valuations over to FY26E, we arrive at a new SOTP-based TP of Rs 2,239 (earlier 470

Rs 1,531), which includes Rs 33/sh for TVS Credit and offers 16% upside potential —
upgrade to BUY from HOLD. Slow recovery in export markets remains a key risk.
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HOLD

TP: Rs 800 | A 5%

SBI CARD | NBFC

Asset quality concerns persist; downgrade to HOLD
= Credit cost soared 66% YoY to Rs 8.8bn in Q3 amid industry-wide
stress in unsecured loans; uncertainty persists

= NIM fell 40bps YoY on a higher cost of funds and pressure likely to

mount further

= Cut from BUY to HOLD as we lower earnings and value the stock at 21x
FY26E P/E (vs. 28x FY25E) for arevised TP of Rs 800 (vs. Rs 910)

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 27 January 2024

Mohit Mangal

research@bobcaps.in

Credit cost to remain high: SBI Card’s credit cost soared 66% YoY to Rs 8.8bn (vs.
Rs 7.9bn estimated) in Q3FY24, forming 7.8% of loans (+200bps YoY, +80bps QoQ).
Management cited industry-wide stress in unsecured loans and expects the pain to
last for at least two more quarters. Loan write-offs increased 6% QoQ to Rs 7.2bn and
GNPA/NNPA rose 43bps/16bps YoY to 2.6%/1%. At Rs 5.5bn, PAT grew 8% YoY but
missed our estimate by 14%. We now factor in credit costs of 7.1%/7% for FY24/FY25
(vs. 6.8% before) and reduce our PAT forecasts by 9%/11%. We also introduce FY26
projections for SBI Card and model for a PAT CAGR of 17% over FY23-FY26.

NIM declines, cost of funds rises: NIM (calc.) slipped 40bps YoY to 10.9%
(-10bps QoQ) due to an increase in cost of funds owing to higher borrowing rates
and the RBI’'s move to raise risk weights for banks on lending to NBFCs.
Management expects higher funding costs in Q4 as well. We pare our FY24/FY25
NIl estimates by 1%/3% for FY24/FY25 and cut NIM projections by 20-50bps to
11%/11.1%. We expect NIM to expand to 11.4% in FY26.

Growth in spends strong: Buoyed by festival spends, SBI Card saw Q3 credit card
spends climb to a new high of Rs 969bn, rising 41% YoY and 22% QoQ. Corporate
spends swelled 64% YoY (+32% QoQ), constituting 24% of the total, and retail
spends grew 35% YoY (+20% QoQ), forming 76% share. Cards in force increased
16% YoY to 18.5mn. Q3 saw greater use of SBI Card products on the UPI platform,
with 25% of RuPay cardholders having enrolled for this feature. Monthly average
UPI spends per account were at Rs 12,500 with an average ticket size of Rs 880.

Downgrade to HOLD: In light of the rising credit and funding costs, we expect SBI
Card to face mounting pressure on profitability, as reflected in the downward
revisions to our margin and earnings estimates. Also, considering the uncertainty
around asset quality paired with cost pressures, we lower our target P/E multiple
from 28x to 21x, which is 50% below the long-term trend. On rolling valuations
forward to FY26E, we arrive at a reduced TP of Rs 800 (vs. Rs 910) which carries
just 5% upside, leading us to downgrade the stock from BUY to HOLD.

EQUITY RESEARCH

Key changes

Target Rating
v v

Ticker/Price SBICARD IN/Rs 760
Market cap US$ 8.8bn
Free float 31%
3M ADV US$ 17.1mn
52wk high/low Rs 933/Rs 696
Promoter/FPI/DII 69%/8%/17%

Source: NSE | Price as of 25 Jan 2024

Key financials
YIE 31 Mar

FY23A FY24E FY25E

NIl (Rs mn)

NIl growth (%)

Adj. net profit (Rs mn)
EPS (Rs)

Consensus EPS (Rs)
P/E (x)

P/BV (x)

ROA (%)

ROE (%)

45,053 54,077 68,130
174 20.0 26.0
22,585 22493 27,703
23.8 23.7 29.2
23.8 25.0 31.0
319 321 261
7.3 6.1 5.1
5.6 44 44
25.7 20.8 213

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

———— SBICARD ——— NSE Nifty (Relative)
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Source: NSE
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SELL

TP: Rs 305 | Vv 24%

LAURUS LABS | Pharmaceuticals | 25 January 2024

Challenges galore — cut to SELL

Saad Shaikh

= Fourth straight quarterly miss with upsets on all fronts; Q3 revenue/
research@bobcaps.in

EBITDA well short of Bloomberg consensus by 13%/79%

= EBITDA margin held sequentially at 15.2% but dropped 10ppt from last

year; management expects a better Q4

= TP revised to Rs 305 (vs. Rs 340) as we cut FY24-FY25 EBITDA 30-36%
and roll valuations over; downgrade from HOLD to SELL

CDMO business continues to decline, price erosion in ARV persists: Laurus Key changes
posted disappointing 9MFY 24 results owing to a steep fall in CDMO revenue, price Target Rating
erosion in the ARV portfolio, and operational deleverage from higher upfront cost v v
toward capex and R&D projects. 9M revenue fell 23% YoY and PAT plunged 88%
YoY, with Q3 net income down 89% — marking the fourth successive quarter of profit Ticker/Price LAURUS IN/Rs 401
contraction in excess of 50%. FDF business provided some respite as growth revived Market cap US$ 2.6bn
to 47% YoY (+11% QoQ). API business declined 9% YoY though oncology API grew Free float 74%
14%. We build in revenue growth of 13%/11% for FY25/FY26. 3M ADV US$ 8.8mn

52wk high/low Rs 445/Rs 279
Negative operating leverage saps margin: Gross margin improved 90bps YoY Promoter/FPI/DII 21%I23%/5%

and 180bps QoQ, but the steady decline in high-margin CDMO revenue together Source: NSE | Price 2s of 24 Jan 2024

with higher operating costs from recently commissioned projects saw EBITDA Key financials

margin plummet 10ppt YoY to 15.2% (stable QoQ). Management expects the Y/E 31 Mar FY23A FY24E FY25E
operating margin to have bottomed out in Q3 and anticipates a better fourth quarter. Total revenue (Rs mn) 60410 53206 60,041
We reduce our FY24/FY25 EBITDA margin estimates 550bps/450bps to 17%/20%. EBITDA (Rs mn) 15926 9,045 12,008

Adj. net profit (Rs mn) 7,906 2,701 4,497
Earnings call highlights: (1) Laurus incurred capex of Rs 5.8bn in 9MFY24 (16% Adj. EPS (Rs) 14.7 5.0 8.4
of revenue). (2) CDMO capex of US$ 100mn+ is on track, supported by a strong Consensus EPS (Rs) 14.7 45 106
business pipeline. (3) Increased working capital needs because of inventory build-up ~ Adj- ROAE (%) 214 66 103

Adj. PIE (x) 2712 797 478

saw operating cash flow decline to Rs 3.7bn in 9M vs. Rs 4.7bn in H1FY24.
EV/EBITDA (x) 14.6 26.1 19.7

Adj. EPS growth (%) (46) (658) 665

(4) Integrated capability expansion is on track and the animal health unit has started
commercial validation supplies.

Source: Company, Bloomberg, BOBCAPS Research

Downgrade to SELL: We introduce FY26 estimates for Laurus and pare our Stock performance

FY24/FY25 EBITDA projections by 36%/30% given the company’s struggle on the —LAURUS —— NSE Nity (Relative)
revenue as well as margin fronts. Upon rolling valuations over to FY26E, our TP 720

stands revised to Rs 305 (from Rs 340), based on an unchanged target EV/EBITDA 630

540
450
360
270 -

multiple of 12x- implied PE of 25x. Considering the continued deterioration in
operational performance, we downgrade the stock to SELL from HOLD.
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BUY

TP: Rs 1,576 | A 15%

CIPLA | Pharmaceuticals | 25 January 2024

Healthy revenue growth, strong margins

Saad Shaikh

= Q3 strong with EBITDA beat of 9% over consensus, though impairment
research@bobcaps.in

charges of Rs 1.9bn limited PAT outperformance vs consensus

= Better pricing and favourable mix aided gross margin (+90bps YoY),

while prudent cost control lifted EBITDA margin (+225bps)

= TP revised to Rs 1,576 (vs. Rs 1,360) as we tweak estimates and roll

valuations forward to FY26E; maintain BUY

Strong quarter...: Cipla reported a strong Q3FY24 with topline growth of 14% YoY Key changes
(marginally above Bloomberg consensus) coupled with EBITDA margin expansion of Target Rating
225bps to 26.5%. This resulted in PAT growth of 56% YoY before exceptional items <)
and 32% post one-offs.

Ticker/Price CIPLA IN/Rs 1,370
...led by N. America and recovery in SAGA: The company reported double-digit Market cap US$ 13.4bn
growth YoY across the Indian, US and SAGA (South Africa, Sub-Saharan Africa and Free float 65%
Cipla Global Access) markets but saw declines in its international (-2% YoY) and 3M ADV US$ 27.0mn
API (-27%) verticals. Sales of US$ 230mn to North America (+18% YoY) were 52wk high/low Rs 1,425/Rs 852
supported by volume traction in the key assets of Lanreotide (20% market share) and Promoter/FPI/DII 33%/25%/24%

Albuterol, coupled with robust demand in base business. The One-India business Source: NSE | Price 2s of 25 Jan 2024

delivered healthy 12% YoY growth as all three segments of prescription, trade generics Key financials

and consumer health moved up. SAGA saw continued recovery with 20% YoY growth. Y/E 31 Mar FY23A FY24E FY25E
Total revenue (Rsmn) 227,530 255,535 282,858
Margin tracking well above guidance: At 25.4%, Cipla’s 9MFY24 EBITDA margin EBITDA (Rs mn) 50268 61731 69434
is running above management’s 23-24% guidance for the full year. The Q3 margin Adj. net profit (Rs mn) 29,842 40,803 45,145
of 26.5% was supported by a better product mix, improved pricing environment in Adj. EPS (Rs) 370 506 560
the US and prudent cost control. PAT growth was further aided by higher other Consensus EPS (Rs) 370 492 546
income as well higher other operating income during the quarter. We note that Adj. ROAE (%) 136 164 158
exceptional items amounting to Rs 1.9bn arose from the impairment of intangible Ad;. PIE (x) 370 210 244
. . . s EV/EBITDA (x) 215 173 151

assets due to discontinuation of the development and commercialisation of Pulmazole.
Adj. EPS growth (%) 106 367 106

. . . . . . Source: Company, Bloomberg, BOBCAPS Research
Earnings call highlights: (1) Cipla has submitted revised data to the USFDA for the

Indore site. Symbicort is a key Indore filing and a backup site transfer is underway but Stock performance
will take more than two years to secure approval. (2) Abraxane is likely to be launched —CPLA —— NSE Nifty (Relative)
from the Goa facility. 1,460
1,310
Maintain BUY: We continue to expect strong margins and a healthy 20% PAT 1,160
CAGR over FY23-FY26 on the back of new launches in US, recovery in SAGA and 1010
API business, and continued momentum in One-India. On rolling valuations over to j?g [ o
FY26E, our TP rises to Rs 1,576 (vs. Rs 1,360), based on an unchanged EV/EBITDA F3333333883883
8233823388235 S

multiple of 15.5x, which is 1SD above the 5Y average. We retain BUY for 15% upside.

Source: NSE
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BUY

TP: Rs 1,590 | A 16%

MAHANAGAR GAS | Oil & Gas | 27 January 2024

Volume growth accelerating, reiterate BUY

Kirtan Mehta, CFA | Yash Thakur
research@bobcaps.in

= Q3 beats consensus with sharp uptick in volume growth and stable

margins despite lower APM gas allocation

= We raise FY23-FY26 volume growth forecasts to 6.7% CAGR (from

6.1%) and margins towards higher end of guided range

= TP hiked to Rs 1,590 (from Rs 1,255), implying FY25E target P/E of
13.8x; stock merits rerating on improved growth prospects

Q3 beats consensus: MAHGL’s Q3FY24 EBITDA at Rs 4.5bn was 9%/5% above Key changes
Bloomberg consensus/our estimates. This was driven by an uptick in volume growth Target Rating
and continuing strength in margins (Rs 13.3/scm) despite lower APM gas allocation. <)

Focus on volumes starting to yield results: Q3 volumes at 3.67mmscmd increased

Ticker/Price MAHGL IN/Rs 1,374
7.6% YoY supported by growth across segments — CNG (6.4%), households (6.3%) Market cap US$ 1.7bn
and industrial and commercial (15.9%). For CNG, we are seeing our thesis (see Free float 58%
Growth set to accelerate in medium term, 5 Feb 2023) playing out — acceleration 3M ADV US$ 7.5mn
in vehicle additions from targeted station additions in Thane Urban (GA2).. Further, the 52wk high/low Rs 1,387/Rs 831
company has added 0.15mmscmd of new industrial volumes due to the success of an Promoter/FPI/DII 43%/31%/17%

incentive scheme offering a guaranteed 10% discount over alternate fuels and more Source: NSE | Price 2s of 25 Jan 2024

contractual flexibility to new industrial consumers. Key financials

YIE 31 Mar FY23A FY24E FY25E
Volume growth forecasts revised up: We raise FY23-FY26 volume growth forecasts Total revenue (Rs mn) 62993 63927 65458
to 6.7% CAGR (from 6.1%), higher than the historical trend of 5% growth over FY18- EBITDA (Rs mn) 11842 18615 16,884
FY23. We primarily raise industrial/commercial growth to 11.5% CAGR factoring in Adj. net profit (Rs mn) 7,901 13,190 11,379
the recent traction. We have been assuming CNG growth at 5.9% CAGR based on Adj. EPS (Rs) 800 1335 1152
our thesis of pickup in vehicle additions from H2FY24. Consensus EPS (Rs) 800 1312 1177

Adj. ROAE (%) 204 289 213
Margin forecasts increased as well: As MAHGL is demonstrating the ability to Adj. PIE (x) 172 103 119
deliver higher-than-historical average margins along with pickup in volume growth, EV/EBITDA (x) 111 12 7.9
we raise per unit EBITDA margin forecasts for FY24/FY25/FY26 to Rs 14.1/Rs 11.9/ Ad. EPS growth (%) 23 6710 (137)

. . . Source: Company, Bloomberg, BOBCAPS Research
Rs 11.7, towards the higher end of the guided range of Rs 10-12/scm. We believe

margins on CNG would remain strong amid modest costs of priority sector gas. Stock performance
——— MAHGL —— NSE Nifty (Relative)
Reiterate BUY: Following revised margin and volume forecasts, our FY24/FY25/ 1,640
FY26 EBITDA projections rise 25%/18%/19% with an EBITDA CAGR of 14.5% 1,440
(from 8.9%) over FY23-FY26. This coupled with roll-forward of valuation to Jan’25 1,240
(from Oct'24) results in a higher TP of Rs 1,590 (from Rs 1,255). Our TP implies an 1,040
FY24E/FY25E P/E of 11.9x/13.8x, higher than the 3Y/5Y mean one-year forward zjg | B A
P/E of 10.8x/11.9x. We believe MAHGL deserves a rerating as it looks set to deliver F3333333883883
8233823388235 S

higher volume growth than its own historical range over the medium term.

Source: NSE
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RESULT REVIEW

BUY

TP: Rs 172 | A27%

DCB BANK | Banking

NIl sequentially flat on high interest cost

= NIl flat QoQ (6%YoY) in Q3 on higher interest expenses; treasury gains
and moderate opex aided 9% YoY PPOP growth

= Reported NIM fell 20bps QoQ to 3.5%, but management retained FY24
guidance at 3.65-3.75%

= Maintain BUY with revised TP of Rs 172 (vs. Rs 144), valuing the stock
at 0.9x FY26E ABV (vs. 0.8x on FY25E)

/23 BOBCAPS

TRUS

T | INNOVATION | EXCELLENCE

| 25 January 2024

Ajit Agrawal
research@bobcaps.in

Strong business growth: DCBB’s advances grew at a healthy 18% YoY in Q3FY24
led by AIB (+28%), mortgage (+25%) and co-lending (+59%). The absence of TreDS
business slowed down SME and MSME lending (-22%). In a deposit-constrained
scenario, the bank is focusing on LAP rather than home loans within its mortgage
business to support margins (100bps rate differential). Deposit growth was strong at
19% YoY as term deposits increased while CASA grew at a healthy 13% YoY, leading
to a 110bps QoQ rise in CASA ratio. DCBB reiterated its plan to double the balance
sheet in three years, and we factor in a credit/deposit CAGR of 19%/19% for FY23-FY26.

Margin to improve...: Reported NIM contracted 21bps QoQ to 3.5% due to a higher
cost of deposits (+22bps QoQ vs. +16bps in Q2) and a 12bps fall in yield on advances.
Management expects deposit rate repricing to be completed over the next two
quarters, supporting margins within its earlier guided range of 3.65-3.75% for FY24.

...but C/l ratio to remain high: DCBB’s C/I ratio for Q3 came in at 65%. The bank
expects to optimise opex and slow down investments in employees even as it continues
with network expansion (25-30 branches p.a.) and is targeting cost-to-average assets
of 2.4-2.5% in the near term from 2.6% currently. We expect sticky operational costs to
keep the C/I ratio elevated at 64% in FY24 with some moderation by FY26 to 61%.

Asset stress expected to ease: With no moratorium in place, slippages stayed
high at 4.7%, mainly from mortgage and gold loans, pushing up GNPA by 7bps QoQ
while NPA declined 6bps. The bank maintained its FY24 credit cost guidance at
40-45bps (28bps reported in Q3), but we bake in ~45bps on a conservative basis.

Maintain BUY: Considering healthy growth, relatively stable margins and likely
improvement in asset quality, we expect DCBB to clock ROA/ROE of 1%/13% in
FY25 vs. 1%/11% in FY23. We introduce FY26 forecasts for the bank and roll
valuations forward, translating to a new TP of Rs 172 (vs. Rs 144), set at 0.9x
FY26E ABYV (vs. 0.8x FY25E ABV) using the Gordon Growth Model. BUY.

EQUITY RESEARCH

Key changes

Target Rating

4
Ticker/Price DCBB IN/Rs 135
Market cap US$ 513.7mn
Free float 85%
3M ADV US$ 6.7mn
52wk high/low Rs 163/Rs 97
Promoter/FPI/DII 15%/13%/34%
Source: NSE | Price as of 25 Jan 2024
Key financials
YIE 31 Mar FY23A FY24E FY25E
Net interest income 17170 19,200 23,118
NIl growth (%) 26.5 11.8 204
Adj. net profit (Rs mn) 4656 5127 6,279
EPS (Rs) 15.0 16.4 20.1
Consensus EPS (Rs) 15.0 16.5 20.1
P/E (x) 9.0 8.2 6.7
PBV (x) 0.9 0.8 0.8
ROA (%) 1.0 0.9 0.9
ROE (%) 10.8 10.7 11.8

Source: Company, Bloomberg, BOBCAPS Research

Stock performance
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RESULT REVIEW

BUY

TP: Rs 1,970 | A 43%

SBI LIFE |

Insurance

ULIP-led growth; maintains market leadership

= 9MFY24 APE growth strong at 17% YoY with ULIPs forming 61% of total;
continues to lead the market with 26.5% share in individual APE

= VNB margin remains high at 28.1% despite 150bps YoY decline in 9M

owing to a product mix tilted toward ULIPs

= We broadly retain estimates and keep our TP unchanged at Rs 1,970,
based on 2.5x FY26E EV; maintain BUY

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 27 January 2024

Mohit Mangal
research@bobcaps.in

Market leadership maintained: SBI Life’s APE grew at a strong 17% YoY to

Rs 143.9bn in 9MFY24 (+13% YoY to Rs 61bn in Q3FY24) and gross premium
increased 19% to Rs 562bn. The company maintains market leadership in private
life insurance, commanding 29.3% share in individual APE at end-Q3 and 26.5% at
end-9M — well ahead of the #2 player by a margin of 1,500bps and 1,150bps in each
period respectively. We raise our premium and APE projections slightly by 1% each
over FY24-FY26.

Business skewed towards ULIPs: ULIPs remained in focus for SBI Life, growing
27% YoY as at end-9MFY24 and constituting 61% of APE vs. 56% in 9MFY23. Non-
par business declined 10% YoY to Rs 24.5bn in 9MFY24, causing its share in total
APE to reduce to 17% (vs. 22% in 9MFY23). Total protection business formed 11%
of APE in 9M vs. 10% in the year-ago period. Individual protection APE declined 4%
YoY, but group protection grew 58%. Demand for annuity products has been
increasing and the segment grew 32% YoY at end-9MFY24, albeit on a low base.

VNB margin to remain rangebound: SBI Life’s VNB increased from Rs 36.3bn at
end-9MFY23 to Rs 40.4bn at end-9MFY24. Over this period, the VNB margin has
fallen from 29.6% to 28.1% owing to the shift in product mix towards ULIPs. We
marginally trim our FY24 VNB margin assumption to 28% from 28.5% while retaining
our forecasts at 28.5%/29% for FY25/FY26.

Persistency ratios improve, expense ratio rises: Persistency in the 13" month
cohort improved to 85.3% at end-9MFY24 from 84.6% in the year-ago period and in
the 615 month to 58.1% from 53.6%. The expense ratio increased 64bps YoY and
26bps QoQ to 9.7% in Q3 (9.9% in 9M) but stayed below that of listed private peers.

Our top pick — BUY: SBI Life is trading at 1.7x FY26E P/EV. Considering the
company’s consistent performance and market leadership, we broadly retain our
estimates and assign an unchanged multiple of 2.5x FY26E P/EV to the stock — in
line with the long-term mean. Our TP remains at Rs 1,970 and carries 43% upside.
SBI Life continues to be our top pick among life insurers — retain BUY.

EQUITY RESEARCH

Key changes

Target Rating
4 ) 4

Ticker/Price SBILIFE IN/Rs 1,381
Market cap US$ 16.8bn
Free float 45%
3M ADV US$ 21.6mn
52wk high/low Rs 1,495/Rs 1,054
Promoter/FPI/DII 55%/24%116%

Source: NSE | Price as of 25 Jan 2024

Key financials

YIE 31 Mar FY23A FY24E FY25E
NBP (Rs mn) 2,95,886 3,53,982 4,22,348
APE (Rs mn) 1,68,100 1,93,898 2,28,805
VNB (Rs mn) 50,700 54,291 65,209
Embedded Value (Rs mn) 4,60,600 5,51,038 6,60,081
VNB margin (%) 30.1 28.0 285
EVPS (Rs) 4599 5502  659.1
EPS (Rs) 172 16.6 18.7
Consensus EPS (Rs) 17.2 16.5 185
PIEV (x) 3.0 25 21

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

———SBILIFE ——— NSE Nifty (Relative)
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN ORINTO THE UNITED STATES OF AMERICA (“US”) ORIN ORINTO ANY OTHER JURISDICTION
IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

Disclaimer

Name of the Research Entity: BOB Capital Markets Limited

Registered office Address: 1704, B Wing, Parinee Crescenzo, G Block, BKC, Bandra East, Mumbai 400051
SEBI Research Analyst Registration No: INHO00000040 valid till 03 February 2025

Brand Name: BOBCAPS

Trade Name: www.barodaetrade.com

CIN: U65999MH1996G 01098009

/B BOBCAPS

TRUST £ 1NN EXCELLENCE

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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