/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

FIRST LIGHT 02 August 2024

RESEARCH

BOB ECONOMICS RESEARCH | BONDS WRAP

Fortnightly review

BOB ECONOMICS RESEARCH | CURRENCY UPDATE

Fortnightly forex review

ITC | TARGET: Rs 575 | +16% | BUY

1QFY25 earnings review

AMBUJA CEMENTS | TARGET: Rs 667 | +0% | HOLD
Weak present but promising future; retain HOLD

DABUR INDIA | TARGET: Rs 762 | +18% | BUY

Rural recovery, potential upside from intense/extended winters
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TATA STEEL | TARGET: Rs 175 | +7% | HOLD

Project delivery and transition to support earnings growth

SUMMARY

INDIA ECONOMICS: BONDS WRAP

Global yields softened further in Jul'24. US 10Y yield declined sharply. Fed kept
rates on hold and dovish commentary by Fed Chair signaled rate cut likelihood as
early as Sep’24. This was supported by softer PCE price index which came in line
with expectations. On the domestic front, India’s 10Y yield eased. Notably, RBI has
recently restricted foreign ownership access towards 10&14Y securities, with more
demand shifting towards the securities leading up to 10 years. Going forward, the
10Y vyield is expected to trade in the range of 6.85%-6.95% in Aug’24, with risk
evenly balanced. The attention will turn towards the upcoming monetary policy
meeting to provide more guidance on inflation outlook.

Click here for the full report.
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FIRST LIGHT

INDIA ECONOMICS: CURRENCY UPDATE

INR depreciated by 0.4% in Jul’24 to currently trade at 83.73/$, close to its lifetime
low of 83.74/$. This was despite weakening US$. The factors that impacted Rupee
include: rise in average international oil prices in Jul’24 compared with Jun’24, and
increased dollar demand by gold importers after the budget announcement.
However, the decline was not as steep as it was in case of other currencies, mainly
due to steady FPI inflows. While inflows into equity were impacted by
increase/rationalisation of capital gain taxes, debt inflows held ground.

Click here for the full report.

ITC

= Hotels and Agri segments drove sales with subdued performances in FMCG
and cigarettes

= Margins improved in FMCG Others & Cigarettes and Hotels as Agribusiness
and Paper continued to face cost pressures

=  We assume coverage. Retain BUY with TP of Rs 575. Expect gradual
recovery in key segments as consumption improves

Click here for the full report.

AMBUJA CEMENTS

=  Volume-driven revenue growth as realisation weakens by 6.5% YoY owing to
weak demand in key markets

=  Cost structure pulls EBITDA lower at 15% and EBITDAV/t stabilising at Rs 695
indicates operating cost stress

=  We value ACEM’s consolidated business at 13x 1-year forward and increase
our TP to Rs 667. Retain HOLD

Click here for the full report.

DABUR INDIA

= 1QFY25 underlying result was broadly in line with consensus with in-line sales
but 1% lower EBITDA and EPS

= Rural focused reinvestments restricted EBITDA, but we expect quick rewards
in the form of acceleration in rural sales with recovery

=  Exposure to elastic categories, strong distribution evident in above-average
rural performance. Trends to improve further — Retain BUY

Click here for the full report.
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FIRST LIGHT

ACC

Q1FY25 revenue stayed flat YoY as 8.5% uptick in volume was offset by
realisation drop of 8.3%

External purchases and inflated raw material dragged EBITDA margin by
170bps YoY to 13.1% and EBITDA/t to below Rs 700

Retain HOLD as we continue to value ACC at 10x 1-year forward EV/EBITDA,
and forecast FY27 EBITDA margin at ~16.5%

Click here for the full report.

TATA STEEL

Q1 results confirmed a rebound in Netherlands for recovery from losses in
Europe and stable profitability in India operations

TATA is gearing to deliver India expansion in H2, progressing on TSUK
transition and has initiated discussions on TSN transition

Retain HOLD on TATA with TP of Rs 175, structural resolution of China’s
surplus capacity is a key upside trigger for the sector

Click here for the full report.
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INDIA ECONOMICS

BONDS WRAP
Fortnightly review

Global yields softened further in Jul’24. US 10Y yield declined sharply. Fed
kept rates on hold and dovish commentary by Fed Chair signaled rate cut
likelihood as early as Sep’24. This was supported by softer PCE price index
which came in line with expectations. On the domestic front, India’s 10Y
yield eased. Notably, RBI has recently restricted foreign ownership access
towards 10&14Y securities, with more demand shifting towards the
securities leading up to 10 years. Going forward, the 10Y yield is expected
to trade in the range of 6.85%-6.95% in Aug’24, with risk evenly balanced.
The attention will turn towards the upcoming monetary policy meeting to

provide more guidance on inflation outlook.
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Jahnavi Prabhakar
Economist

Movement in global yields in Jul’24:

= There was significant variation in movement in global yields in Jul’24 across
global economies. While 10Y yield in China fell by 6bps, yields in US and UK
was down by 37bps and 20bps respectively.

Table 1. 10Y yield movement globally

Countries 10Y sovereign yield, 28 10Y sovereign yield, 31 Change in bps

June 2024 July 2024 (MoM)
Japan 1.06 1.06 0
China 2.21 215 -6
India 7.01 6.93 -8
Indonesia 7.07 6.90 17
UK 417 3.97 -20
Korea 3.26 3.06 -20
Germany 2.50 2.30 -20
Singapore 3.20 2.87 -33
us 4.40 4.03 -37

Source: Bloomberg, Bank of Baroda Research

= US 10Y yields ended lower by 37bps in Jul'24. US PCE price index which is Fed’s
preferred gauge of inflation eased to 2.5% in Jun’24 from 2.6% in May’'24.
Inflation in gasoline and other energy goods was down by 3.5% in Jul'24 (3.4% in
May’24). Moreover, prices of transportation services was down for the 3rd straight
month to 2.5% from 2.6% in May’24. Core PCE inflation (exl food and energy
components) remained steady at 2.6% injun’24. The JOLTS report showed that
there were 8.18mn job openings in Jun'24 from 8.23mn in May'24.

ECONOMICS RESEARCH
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CURRENCY UPDATE 01 August 2024

Fortnightly forex review

Sonal Badhan

INR depreciated by 0.4% in Jul’24 to currently trade at 83.73/$, close to its _
Economist

lifetime low of 83.74/$. This was despite weakening US$. The factors that
impacted Rupee include: rise in average international oil prices in Jul’24
compared with Jun’24, and increased dollar demand by gold importers after
the budget announcement. However, the decline was not as steep as it was
in case of other currencies, mainly due to steady FPI inflows. While inflows
into equity were impacted by increase/rationalisation of capital gain taxes,
debt inflows held ground.

As a result, INR traded in the range of 83.45-83.74/$. In the next fortnight, we expect
pressure on INR to remain, in the wake of increased dollar demand, and renewed
volatility in international oil prices. However, weakness in US$ and softer global
yields may help cushion the downward bias. We expect INR to trade in the range of
83.70-83.85/%.

Movement in global currencies in Jul’24

In Jul'’24, major global currencies appreciated against the dollar. The movement in
global currencies was led by weakness in dollar. DXY index, measuring the dollar’s
value against a basket of currencies was 1.7% lower in Jul'24, reversing the 1.1% gain
it made last month. Much of the weakness was noted in the first fortnight of Jul'’24
when it fell by 1.6%, compared with 0.2% decline noted in the second fortnight.
However downward pressure on US$ has regained momentum towards the end of the
month, following Fed’s recent policy statement and tracking other major macro data
points. Fed Chair Powell in his statement clarified that there exists a possibility of rate
cut in Sep’24, in the wake of “moderation in job gains” and “some progress” made
towards achieving the inflation objective (2% mark). The PCE price index (Fed’s
preferred gauge of inflation) eased to 2.5% in Jun’24 from 2.6% in May’24. The JOLTS
report showed that there were 8.18mn job openings in Jun’24, compared with 8.23mn
in May’'24. Further retail sales data suggests moderation in consumer spending, as
sales came in flat (0% MoM), following 0.3% increase in May’24. Tracking these signs
of slowdown in US economy, as per CME Fed WatchTool, majority of the investors are
now expecting 3 rate cuts by Fed this year (25bps each). Amongst major economies,
JPY made most significant gains. It fell the most towards the end of the month, when
BoJ announced a more than expected rate hike of 15bps, taking the overnight call rate
to 0.25% from 0-0.1% earlier. This helped lift pressure off JPY.

ECONOMICS RESEARCH A



RESULT REVIEW

BUY

TP: Rs 575 | A 16%

ITC |

1QFY25 earnings review
= Hotels and Agri segments drove sales with subdued performances in
FMCG and cigarettes

= Margins improved in FMCG Others & Cigarettes and Hotels as

Agribusiness and Paper continued to face cost pressures

= We assume coverage. Retain BUY with TP of Rs 575. Expect gradual

recovery in key segments as consumption improves

Consumer Staples

/23 BOBCAPS
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| 02 August 2024

Lokesh Gusain
research@bobcaps.in

Cigarette volumes likely helped by pre budget stocking: Cigarette segment
sales increased 7% on premiumisation and volume gains from illicit trade, while +6%
growth in the Others segment was broad based with the three sub segments
Staples, Personal Care and Homecare driving sales likely on distribution gains.
Hotels were up 11% on new additions. Agri Business segment revenues rose 22%
driven by value added agri products, leaf tobacco and wheat. Paper revenues
declined 7% with increased competition from lower-priced Chinese supplies as
demand conditions remained weak.

Broad-based cost pressures: Cigarette margins improved as leaf tobacco inflation
was offset by mix, savings and pricing. FMCG margins improved 25bps as
commodities remained stable. However, there is a sequential increase in sugar,
potato, choco cream and edible oil. In Agribusiness, sales growth was restricted by
stock limits on wheat and restrictions on exports. Inflation in leaf tobacco and other
agri commodities, ocean freight, and supply chain disruptions impacted margins.

Our view: In our view, ITC’s growth will gather pace as the demand environment
improves and strategic initiatives taken by the company yield results. The cigarettes
business likely benefited from pre-budget buying but the FMCG others and hotels
segments have both registered a healthy performance although inflation might limit
results. Given reasonable earnings visibility in the Cigarette, FMCG and Hotels
businesses, we maintain BUY on ITC. Our SOTP-based TP stands revised to Rs
575 (change in estimates and increase in peer multiples).

ITC 1QFY25 result summary Reported vs (%)

(Rs mn) Q1FY24 Q1FY25 YoY (%) BOBCAPS Cons.
Sales 171,645 184,573 8 (15) 4
EBITDA 66,701 67,484 1 (14) 3)
EBITDA margin (%) 38.9 36.6 (230bps) 36bps (262bps)
Adj. EPS (Rs) 412 4.08 (1) (12) )

Source: Company, Bloomberg, BOBCAPS Research

EQUITY RESEARCH

Key changes

Target Rating
4 )

Ticker/Price ITC IN/Rs 494
Market cap US$ 73.6bn
Free float 1%
3M ADV US$ 92.3mn
52wk high/low Rs 511/Rs 399
Promoter/FPI/DII 0%/43%/57%
Source: NSE | Price as of 1 Aug 2024
Key financials
YIE 31 Mar FY24P FY25E FY26E
Total revenue (Rsmn) 708,810 777,298 911,468
EBITDA (Rs mn) 262,544 296,755 323,418
Adj. net profit (Rs mn) 207,589 223,552 242,298
Adj. EPS (Rs) 16.4 17.6 1941
Consensus EPS (Rs) 15.8 17.8 18.8
Adj. ROAE (%) 21.7 285 294
Adj. PIE (x) 30.0 28.0 258
EV/EBITDA (x) 235 20.8 19.0

Adj. EPS growth (%)

6.5 7.3 8.4

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

Stock performance

———ITC  ——— NSE Nifty (Relative)
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HOLD

TP: Rs 667 | A 0%

AMBUJA CEMENTS | Cement | 02 August 2024

Weak present but promising future; retain HOLD

Milind Raginwar

= Volume-driven revenue growth as realisation weakens by 6.5% YoY
research@bobcaps.in

owing to weak demand in key markets

= Cost structure pulls EBITDA lower at 15% and EBITDA/t stabilising at

Rs 695 indicates operating cost stress

= We value ACEM’s consolidated business at 13x 1-year forward and
increase our TP to Rs 667. Retain HOLD

Weak revenue growth due to dent in realisations: ACEM reported Q1FY25 Key changes
(standalone) revenue decline of 4.5%/5.5% YoY/QoQ to Rs 45.1bn due to weak Target Rating
realisations as volume grew 2.2% YoY (-2.1% QoQ) to 9.3mn tonnes. Realisation <>
weakened by 6.5%/3.5% YoY/QoQ to Rs 4,856/t. Consolidated revenue grew
9%/12% YoY/QoQ to Rs 88.9bn net of master supply agreement (MSA) sales, as Ticker/Price ACEM IN/Rs 664
volumes increased 17% YoY/QoQ to 16.6mt. Blended cement formed 86% of total Market cap US$ 15.7bn
trade volumes and premium product share was 24% (200bps QoQ). Free float 37%
3M ADV US$ 31.1mn
Operating performance puts pressure on EBITDA margin: Operating cost stayed 52wk high/low Rs 707/Rs 404
flat YoY/QoQ to Rs 4,161/t. Though energy cost fell 24% YoY (+4.7% QoQ) to Rs Promoter/FPI/DII 63%/11%/17%
978/t as kiln fuel cost declined 17% YoY to Rs 1.73/kcal (from Rs 2.08/kcal in Source: NSE | Price as of 1 Aug 2024
Q1FY25), the spurt in raw material cost (including clinker purchases) by a strong Key financials
50% YoY offset all the other benefits. Logistics cost also rose by 4.8%/0.6% Y/E 31 Mar FY24A FY25E FY26E
YoY/QoQ to Rs 1,095/t. Effectively, EBITDA margin stood at 14.3%, down 570bps Total revenue (Rs mn)  3,31,596 4,12,950 4,67,014
YoY (240bps QoQ). EBITDA/ fell (33.4%/17.3% YoY/QoQ) to Rs 695. EBITDA (Rs mn) 75,793 79,021 95,552
Adj. net profit (Rs mn) 39,203 38,597 46,182
Capacity expansion on track: With the acquisition of Penna Cement, ACEM’s Adj. EPS (Rs) 187 176 210
operating cement capacity will reach ~89mn tonnes (mnt) by FY25-end. ACEM is on Consensus EPS (Rs) 187 168 230
course to commission the 4mnt clinkerisation unit at Bhatapara (Chhattisgarh) and Adj. ROAE (%) "2 93 100
associated grinding unit at Sankrail and Farakka in West Bengal and Sindri in Ad;. PIE (x) %4 378 316
Jharkhand by FY25-end. In our view, ACEM’s capacity expansion road map till FY28 EVIEBITDA (x) 159 147 152
Adj. EPS growth (%) 603  (6.3) 197

is well defined.

Source: Company, Bloomberg, BOBCAPS Research

Maintain HOLD: We reduce our EBITDA estimates for FY25/FY26 earnings by Stock performance

2%/6% to factor in slower volume growth in FY25 and increased competitive ~ACEM — NSE Nify (Relative)

pressure in FY26. However, our FY25/FY26 PAT estimates are revised upwards by 710

6%l/flat due to better tax benefits. We introduce FY27 estimates with 620

revenue/EBITDA/PAT CAGR of 7%/10%/10% over FY24-FY27. We value ACEM’s 530

consolidated business by assigning EV/EBITDA of 13x 1-year forward earnings and :gg

raise our TP to Rs 667 from Rs 580. Our TP implies a replacement cost of Rs 260 . . .

13bn/mnt — ~2x premium to the industry. We retain HOLD. 35389999 «‘;; 83 i 3
2088508508 <>

Source: NSE

EQUITY RESEARCH A



RESULT REVIEW

BUY

TP: Rs 762 | A 18%

DABUR INDIA |

Rural recovery, potential upside from intense/extended winters
= 1QFY25 underlying result was broadly in line with consensus with in-
line sales but 1% lower EBITDA and EPS

= Rural focused reinvestments restricted EBITDA, but we expect quick

rewards in the form of acceleration in rural sales with recovery

= Exposure to elastic categories, strong distribution evident in above-
average rural performance. Trends to improve further — Retain BUY

Consumer Staples

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 02 August 2024

Lokesh Gusain
research@bobcaps.in

Broadly in-line result, with rural pickup despite heatwave: Dabur reported 8%
underlying EPS growth on 7% sales growth and 24bps EBITDA margin expansion.
Compared to Bloomberg consensus, sales were in line, with EBITDA and EPS both
1% lower. Rural volumes grew 7% on our estimates vs 6% in 4QFY24.

Preparing for rural recovery and weather: Volume trends improved through the
Jun’24 quarter and continued to improve in Jul’24. During 1QFY25, Dabur launched
newer, affordable and rural-specific packs across categories backed by increased
communication. We expect sales growth trends to accelerate through FY25. La Nifia
is synonymous with cooler and wetter weather leading to harsher/extended winter,
which bodes well for Dabur’s winter-centric (Chyawanprash) and higher margin
portfolio. We forecast 8% sales growth in 1HFY25 vs 14% in 2HFY25.

Urban stable to slow: Urban trends remain slow to stable with growth in modern
trade and eCom offset by weakness in general trade. This partly reflects Dabur’s
efforts to increase exposure to direct distribution, which is also margin accretive.

Our view: Dabur is our top pick in FMCG given its 45+% rural sales exposure,
growing rural distribution, and a relatively elastic portfolio enabling faster response
to recovery. The prospect of La Nifia is a potential upside scenario in terms of sales
growth and margin expansion due to the margin-accretive profile of its winter-centric
portfolio. We value Dabur at 63x 12M to Jun'26 EPS using P/E relative to the NIFTY
50 index. We raise TP to Rs 762 from Rs 742 due to earnings revisions.

1QFY25 result summary Reported vs (%)

(Rs mn) Q1FY24  Q1FY25  YoY (%) BoB Cons
Sales 31,305 33,491 7 (4) 0
EBITDA 6,047 6,550 8 (4) (1)
EBITDA margin (%) 19.3 19.6 24bps 4bps (22bps)
Adj. EPS (Rs) 2.62 2.82 8 (1) (1)

Source: BOBCAPS Research, Bloomberg, Company

EQUITY RESEARCH

Key changes

Target Rating
4 )

Ticker/Price DABUR IN/Rs 644
Market cap US$ 13.6bn
Free float 33%
3M ADV US$ 29.2mn
52wk high/low Rs 662/Rs 489
Promoter/FPI/DII 66%/17%/17%

Source: NSE | Price as of 1 Aug 2024

Key financials

YIE 31 Mar FY24A FY25E FY26E
Total revenue (Rsmn) 124,040 137,654 152,833
EBITDA (Rs mn) 24002 27,263 31,321
Adj. net profit (Rs mn) 18,427 20,648 23,529
Adj. EPS (Rs) 104 1.7 133
Consensus EPS (Rs) 114 13.9 13.9
Adj. ROAE (%) 18.7 19.0 195
Adj. P/E (x) 61.9 55.2 485
EV/EBITDA (x) 475 418 36.4
Adj. EPS growth (%) 79 12.1 139

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

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

HOLD

TP: Rs 2,569 | A 3%

ACC | Cement

1Q below expectations, but leaves room for improvement
= QLFY25revenue stayed flat YoY as 8.5% uptick in volume was offset by
realisation drop of 8.3%

= External purchases and inflated raw material dragged EBITDA margin
by 170bps YoY to 13.1% and EBITDA/t to below Rs 700

= Retain HOLD as we continue to value ACC at 10x 1-year forward
EV/EBITDA, and forecast FY27 EBITDA margin at ~16.5%

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 01 August 2024

Milind Raginwar
research@bobcaps.in

Revenue stays flat as realisations moderate: ACC reported flat revenue YoY (-
4.5% QoQ) in Q1FY25 at ~Rs 51bn, backed by volume growth of 8.5% YoY (-1.9%
QoQ) to 10.2mn tonnes supported by increase in premium products and
improvement in efficiency parameters. Realisations fell 8%/3% YoY/QoQ to Rs
4,757/t. Revenue from ACC'’s ready-mix concrete (RMC) segment dropped 9.3%
YoY (+3.5% QoQ) to Rs 3.3bn, with EBTI gain of Rs 230mn.

Inflated raw material cost a drag on EBITDA margin: Operating cost increased
~6% YoY (flat QoQ) to Rs 4,391/t owing to inflated raw material consumption.
Energy costs (adjusted for inventory) rose by 13.8% YoY (+2.45% QoQ) to Rs
1,730/t and was offset by logistics costs decline of 13.6% YoY (+1.27% QoQ) to Rs
1,075/t aided by supply agreements with ACEM. Other expenditure fell 16.0%/17.0%
YoY/QoQ to Rs 46.72bn. Effectively, EBITDA/t fell to Rs 664 from Rs 818 YoY (Rs
805 in Q4FY24), and operating margin dropped to 13.1%, down 170bps YoY.

Capacity expansion on track: Clinker expansion at Maratha (Maharashtra) will be
operational by Q2FY26. Additionally, grinding unit expansion of 1.6mt at Sindri
(Jharkhand) and 2.4mt at Salai Banwa (Uttar Pradesh) are expected to be
commissioned by Q4FY25/Q1FY26. The expansion is on track, with no change in
the timelines.

Maintain HOLD due to limited upside: Factoring in ACC’s Q1FY25 below-par
performance despite master supply agreement (MSA)-led synergies and focus on
cost savings, we lower our FY25 EBITDA forecasts by ~2%. With limited capacity
available in FY26 and intense competitive pressure, we have lowered our FY26
EBITDA estimate by ~6%. However, we raise our EPS estimates, factoring in better
tax incidence following the capex. We introduce FY27 estimates with EBITDA/PAT
three-year CAGR of 7%/9% due to limited capacity headroom though we factor in
higher cost savings. We continue to value ACC at 10x EV/EBITDA 1-year forward
earnings and reduce our TP to Rs 2,569 (from Rs 2,657). This implies a
replacement cost of Rs 9.2bn/mt — a 30% premium to the industry average.
However, the stock offers limited upside, hence, we retain our HOLD rating.

EQUITY RESEARCH

Key changes

Target Rating
v 4 )

Ticker/Price ACC IN/Rs 2,488
Market cap US$ 5.6bn
Free float 43%
3M ADV US$ 16.3mn
52wk high/low Rs 2,844/Rs 1,803
Promoter/FPI/DII 57%/12%/19%

Source: NSE | Price as of 1 Aug 2024

Key financials

YIE 31 Mar FY24A FY25E FY26E
Total revenue (Rsmn)  1,95,710 2,114,983 2,26,294
EBITDA (Rs mn) 30,576 35,737 38,227
Adj. net profit (Rs mn) 21,242 23,841 25811
Adj. EPS (Rs) 113.0 1268 1373
Consensus EPS (Rs) 1130 111.0 14141
Adj. ROAE (%) 14.0 14.9 143
Adj. P/E (x) 220 19.6 181
EV/EBITDA (x) 14.5 11.8 9.9
Adj. EPS growth (%) 143.0 122 8.3
Source: Company, Bloomberg, BOBCAPS Research
Stock performance
———ACC —— NSE Nifty (Relative)
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RESULT REVIEW

HOLD

TP: Rs 175 | A 7%

TATA STEEL | Metals & Mining

Project delivery and transition to support earnings growth

= Qlresults confirmed arebound in Netherlands for recovery from

losses in Europe and stable profitability in India operations

= TATA is gearing to deliver India expansion in H2, progressing on TSUK

transition and has initiated discussions on TSN transition

= Retain HOLD on TATA with TP of Rs 175, structural resolution of
China’s surplus capacity is a key upside trigger for the sector

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 02 August 2024

Kirtan Mehta, CFA
research@bobcaps.in

In-line India and Europe operations in Q1: While EBITDA was 9%/12% ahead of
Bloomberg consensus and our forecasts, both India and Europe operations were
broadly in line with our forecasts and the difference was due to consolidation and
other operations. India operations pullback was due to softer demand during the
election period. Europe operations losses remained stable as improvement in TSN
offset widening losses in TSUK.

Contingent liabilities: TATA highlighted its Rs 184bn contingent liabilities related to
erstwhile demand on royalty from the state. While the Supreme Court has clarified
that the MMDRA Act does not limit the state’s right to levy, it has reserved
judgement for its applicability. We will need to watch for steps taken by the central
government to resolve this issue to limit the tax burden on industry.

UK transition on track: TSUK has been progressing with closures as per the plan.
The new UK government remains supportive of transition to EAF to improve
sustainability of the UK steel industry. It is engaging with TSUK to analyse feasibility
of expanding scope of downstream operations in UK.

India projects on track: TATA maintained the start-up of the TSK-2 blast furnace
by Sep, which could add 1.4mt of volumes in H2FY25 and operate at close to full
5mtpa capacity in FY26. TATA plans to start up an annealing line in Aug and a
galvanising line later this year at its 2.2mtpa CRM complex.

Return to growth: We believe earnings bottomed out in FY24. On a weaker base of
FY?24, we build in a 24% EBITDA CAGR for TATA over FY24-FY27E. We look for
~50% recovery in FY25 as TATA arrests losses in Europe and another ~25% growth
in FY26 on the back of the ramp-up of TSK-2.

Maintain HOLD: We broadly maintain our forecasts and TP of Rs 175. With a ~40%
run-up since the lows in Nov'23, we believe risk-reward has turned unfavourable.
The stock has been trading close to 1 standard deviation above historical
mean/median valuation over the past 10 years.

EQUITY RESEARCH

Key changes

Target Rating
4 ) 4 )

Ticker/Price TATA IN/Rs 163
Market cap US$ 23.9bn
Free float 67%
3M ADV US$ 94.3mn
52wk high/low Rs 185/Rs 115
Promoter/FPI/DII 33%/20%/24%

Source: NSE | Price as of 1 Aug 2024

Key financials

YIE 31 Mar FY24A FY25E FY26E
Total revenue (Rs bn) 2,273 2,304 2,545
EBITDA (Rs bn) 223 333 422
Adj. net profit (Rs bn) (44) 122 188
Adj. EPS (Rs) (3.6) 9.9 15.3
Consensus EPS (Rs) (3.6) 10.3 14.4
Adj. ROAE (%) (4.5) 128 179
Adj. P/E (x) (45.1) 16.4 106
EV/EBITDA (x) 116 82 6.6
Adj. EPS growth (%) (150.4) (374.4) 545

Source: Company, Bloomberg, BOBCAPS Research
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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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