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SUMMARY

SUN PHARMA

= Domestic sales grew by 14% in Q3FY25 driven partially by volume/new
launches and price hikes. Strong domestic sales growth to continue

=  Global specialty sales grew to US$ 325mn driven by 50% growth in both US
and non-US sales. llumya performed well in Japan market too

= R&D cost guidance lowered; expect EBITDA margin closer to 30% to sustain.
Upgrade to BUY, ascribing 38x P/E on Dec’26 rollover

Click here for the full report.

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

BOBCAPS Research
research@bobcaps.in


https://www.barodaetrade.com/Reports/SunPharma-Q3FY25ResultReview1Feb25-Research.pdf

FIRST LIGHT

FY26 BUDGET REVIEW

=  The budget raises confidence in the consensus’ domestic cyclical earnings
turnaround and Nifty’s double digit. earnings growth for FY26

= Purchasing power of consumers is not only boosted by tax breaks but also by
a likely lower EMI outgo as RBI cuts rates on lower fiscal deficit. Leveraged
consumption/investment is likely by households. Corporates to likely to do
capex and lever up if demand sustains in the years ahead

= Lenders, auto, cement, homebuilding, consumer
staples/durables/discretionary stocks beneficiaries

Click here for the full report.

INDIA ECONOMICS: ECONOMIC SURVEY 2024-25

The Economic Survey has set a prelude to the Budget. One of the core numbers
that is judiciously looked at is the forecast for GDP in FY26. This is kept at 6.3-
6.8%, which is bit conservation and in tune with NSO estimate of 6.4%. We
assume GDP deflator of around 3.5%, which would translate nominal GDP growth
t0 9.8-10.3% in FY26. This nominal GDP number is crucial from a fiscal standpoint
as any deviation might be reflected in the key deficit ratios. The key theme of the
Survey has been one of achieving sustainable growth through reducing the cost of
business by deregulation, augmenting internal capacities for growth and paving the
new way of energy transition.

Click here for the full report.

INDIA ECONOMICS: UNION BUDGET ANALYSIS 2025-26

1. In the Union Budget for FY26, the focus of the government was on promoting
consumption, manufacturing and employment. 2) Through targeted policies, the
emphasis is on improving growth prospects keeping in mind the government’s over
arching objective of Viksit Bharat. 3) Fiscal prudence has been maintained without
compromising on quality of expenditure. 4) Capital expenditure momentum has
been maintained. 5) Government borrowing program has been stable, which is
positive for markets.

Click here for the full report.

NESTLE INDIA

= NEST continues to manage profits amidst inflation in cocoa and coffee.
Wheat and palm have also turned inflationary

=  Pricing has come through earlier vs our expectations and is more than
offsetting absolute inflation — result is higher profit per unit sold

= Profitability is critical as cocoa inflation has continued for two years. However,
regaining shelf space will take time when inflation turns. Hold

Click here for the full report.
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FIRST LIGHT

INDUSIND BANK

Subdued quarter with moderate growth in advances and deposits, MFI book
under stress

NIM contracted 15bps QoQ on account of slower growth in VF and de-growth
in MFI book

We assume coverage with BUY and a TP of Rs 1,190 (from Rs 1,844), valuing
at 1.3x Dec’26 ABV

Click here for the full report.

BANDHAN BANK

PPOP aided by one-offs in other income, payouts under CGFMU and Assam
Microfinance relief scheme

Going forward, NIMs to moderate, BANDHAN to focus on calibrating its book
towards secured book, aims for 2% RoA

We assume coverage on BANDHAN with a BUY rating and TP of Rs 187,
assigning 1.2x Dec’26 ABV

Click here for the full report.

MARICO

Compared to consensus, 3QFY25 sales were 2% lower (1% below our
estimate) while EBITDA was 1%

COGS pressure is evident with YoY margins down 180bps in 3QFY25 vs
margins +30bps in 2QFY25 and +230bps in 1QY25.

Growth levers are intact but commodity inflation to remain a headwind in
4QFY25 and FY26. Hold

Click here for the full report.
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Strong performance to continue

Foram Parekh

= Domestic sales grew by 14% in Q3FY25 driven partially by volume/new
research@bobcaps.in

launches and price hikes. Strong domestic sales growth to continue

= Global specialty sales grew to US$ 325mn driven by 50% growth in both

US and non-US sales. llumya performed well in Japan market too

= R&D cost guidance lowered; expect EBITDA margin closer to 30% to
sustain. Upgrade to BUY, ascribing 38x P/E on Dec’26 rollover

All-round beat in 3QFY25 performance: SUNP’s performance in Q3FY25 was Key changes

above our estimates where sales/EBITDA/PAT rose by 10%/25%38%. Revenue Target Rating
growth of 10% was led by 13.8% YoY growth in the India business and 23% in the

ROW region driven by milestone income which was offset by 1% growth in US

sales. A healthy product mix resulted in 80% gross margin and the lower SG&A Ticker/Price SUNP IN/Rs 1,742
expense contribution resulted in EBITDA margin of 30.7%. Healthy operations and Market cap US$ 48.2bn
lower tax rate of 14% resulted in PAT of Rs 34bn. Free float 45%

3M ADV US$ 41.3mn
Global specialty sales at record high: Global specialty sales grew by 18% to US$ 52wk high/low Rs 1,960/Rs 1,377
235mn. Growth of 18% was led by equal growth from both the US and non-US Promoter/FPI/DII 54%/16%/20%

regions. Specialty brands like Winlevi, Cequa, and Ilumya continue to perform well. Source: NSE | Price as of 1 Feb 2025

Emerging Markets region like Japan reported good growth due to llumya sales. As Key financials

the US continues to remain the larger market for specialty sales (~90% of global Y/E 31 Mar FY24A FY25E FY26E
specialty), we expect US specialty sales to grow at a CAGR of 10% from FY25-27E. Total revenue (Rs mn) 484,969 528532 572,334

EBITDA (Rs mn) 129,884 155,376 168,253
Continues to outperform IPM in terms of volume growth: SUNP’s India sales Adj. net profit (Rs mn) 100,359 119,971 128,664
grew by 14% in Q3FY25, outperforming the Indian Pharma Market (IPM) primarily in Adj. EPS (Rs) 418 500 536
volume growth and new product launches. SUNP had 12 new launches in Q3FY25. Consensus EPS (Rs) 418 468 539
The growth is driven by its number 1 position in the Rx count among 13 doctor Adj. ROAE (%) 159 166 156
specialists through its 14,000 medical representatives (MRs). SUNP’s aims to Ad;. PIE (x) a7 A8 325
outperform the IPM; hence we expect CAGR of 10% from FY25-27. EVIEBITDA (x) 310 257 233

Adj. EPS growth (%) 172 196 72

. . . . Source: Company, Bloomberg, BOBCAPS Research
Lower R&D guidance to boost margins: In Q3, the R&D contribution was lower at

6.2% due to delays in clinical trials and management has guided for a lower R&D Stock performance
expense contribution of below 7% in FY25. Hence, we believe lower R&D, healthy ~SUNP —— NSE Nity (Relative
product mix and stable employee expense can increase EBITDA margin to 30% in 1,980
FY27E. 1,730
1,480
Valuation outlook: We raise our EPS estimates by 12% for FY25, 8% for FY26 and 1,230

980

6% for FY27 and upgrade our recommendation to BUY (from HOLD) and ascribe a 730

P/E of 38x on Dec’26 roll forward to arrive at a TP of Rs 2,086 (from Rs 2,019). §3838888883333 %
2533859385938
LS I ZULUSIZLS<I=Z= W

Source: NSE
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FY26 BUDGET REVIEW 01 February 2025

FY26 Double Digit Earnings Likely Protected

Girish Pai

= The budget raises confidence in the consensus’ domestic cyclical
research@bobcaps.in

earnings turnaround and Nifty’s double digit. earnings growth for FY26

= Purchasing power of consumers is not only boosted by tax breaks but
also by a likely lower EMI outgo as RBI cuts rates on lower fiscal deficit.
Leveraged consumption/investment is likely by households. Corporates

to likely to do capex and lever up if demand sustains in the years ahead

= Lenders, auto, cement, homebuilding, consumer

staples/durables/discretionary stocks beneficiaries

Hope rises for FY26 Nifty 50 double digit earnings growth: Bloomberg consensus
FY25 earnings have moved from low teen growth at the beginning of the year to next
to no growth currently. The market has been apprehensive that something similar was
in store for FY26 earnings. We believe the higher-than-expected tax breaks given to
the Indian middle class, other budgetary proposals and RBI rate cuts in the coming
months will have positive demand/pricing/margin ramifications for multiple sectors.

Households will lever up while government levers down. Corporates could lever
up with a lag: We believe the extra money in the hands of consumers through tax
breaks and through likely lower EMI outgo in the months ahead (as RBI cuts rates in
the wake of benign core CPI and better than expected fiscal deficit) could possibly lead
to leveraged consumption/investment by households. It is difficult to precisely pin down
where the extra money will finally go. On the consumer staples’ front it may not be so
much about volume growth (as the middle class likely consumes adequately) but about
premiumization. It could also be about higher pricing power/margin. It could also mean
leveraged consumption of discretionary items like auto (better vehicles from currently
owned ones), ability to buy a house (or a bigger/better one). The ancillary players will
therefore benefit- lenders, cement players, home building product companies,
consumer durables, etc. Credit growth, which had fallen from high teens to current 10-
11% could rebound on higher demand and the recent liquidity measures of the RBI.
We are only mentioning sectors where we have coverage. A broader swathe of
companies will also likely benefit like real estate players.

Portfolio strategy- Domestic Cyclical rebound on the cards: Believe the last 6-9
months have been marked by investors shifting away from domestic themes as they
faced earnings cuts. The shift has been to sectors like IT services and Pharma where
the perception was that the earnings are resilient. We believe the budget may be the
harbinger of the reversal of that trade as investors gain confidence in FY26 rebound.

EQUITY RESEARCH A
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ECONOMIC SURVEY 2024-25 31 January 2025

Core sector data highlights

Economics Research Department

The Economic Survey has set a prelude to the Budget. One of the core
Chief Economist

numbers that is judiciously looked at is the forecast for GDP in FY26. This
is kept at 6.3-6.8%, which is bit conservation and in tune with NSO estimate
of 6.4%. We assume GDP deflator of around 3.5%, which would translate
nominal GDP growth to 9.8-10.3% in FY26. This nominal GDP number is
crucial from a fiscal standpoint as any deviation might be reflected in the
key deficit ratios. The key theme of the Survey has been one of achieving
sustainable growth through reducing the cost of business by deregulation,
augmenting internal capacities for growth and paving the new way of

energy transition.

GDP growth: Economic Survey has pegged India’s GDP growth for FY26 between
6.3-6.8%. Incidentally, both the NSO and RBI expect a GDP growth of 6.4% in
FY25. The Survey notes that the risks to the outlook are balanced even as external
factors such as geo-political issues, trade conflicts and commaodity price shocks can
act as headwinds for the growth prospect. Growth will be supported by a pickup in
rural consumption due to improved agricultural prospects and a recovery in
manufacturing sector. Government capex will also continue to be an important driver
of growth. Over the medium-term, the Survey notes that India requires a consistent
growth of 8% on an average in the next decade or two, in order to achieve the
Government's aim of Viksit Bharat. For this, the Survey suggests enhanced
economic freedom which will involve systemic deregulation. Some of the areas
which are identified include: allowing women to work in factory processes,
rationalising norms for construction of commercial buildings across states, lowering
tariffs on industrial use of electricity amongst others. The Survey essentially
advocates for reducing regulatory control which stifles innovation and dynamism, as
well as reducing the compliance burden. This will help in improving the ease of doing
business and can help in unlocking India’s true growth potential.

Inflation: The Survey acknowledged that CY24 has been a period of low inflation on
global front, supported by synchronised monetary policy tightening and favourable
global commodity prices. However, India stood as an outlier by certain volatile food
items (contribution in inflation at 32.3% in FYTD25). The price spike visible in these
items mainly emanated from a supply induced shock led by adverse weather
conditions which effected not only production but also logistics. The Survey further
pointed out that appropriate policy interventions of government and RBI has helped
in keeping prices in check of late. Supply correction measures of the government
such as stock limits on wheat, tur, open market sales of cereals, duty free import of
certain pulses, building buffer stocks and subsidised sales in case of Onion, have
enabled to address cap significant upsurge in the volatile items of CPI.

ECONOMICS RESEARCH A
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UNION BUDGET ANALYSIS
2025-26 01 February 2025

Budget impact

1. In the Union Budget for FY26, the focus of the government was on promoting Economics Research Department
consumption, manufacturing and employment. 2) Through targeted policies, the Chief Economist

emphasis is on improving growth prospects keeping in mind the government’s over

arching objective of Viksit Bharat. 3) Fiscal prudence has been maintained without

compromising on quality of expenditure. 4) Capital expenditure momentum has been

maintained. 5) Government borrowing program has been stable, which is positive for

markets.

Budget assumptions
In order to arrive at budget ratios, government makes some critical assumptions.

= Government expects nominal GDP to rise by 10.1% in FY26, recovering
from 9.7% growth in FY25.

= Overall tax revenue-GDP is estimated to remain steady at 12% in FY26BE
versus 11.9% in FY25RE.

=  Direct tax-GDP ratio is expected to increase to 7.1% from 6.9%.

= Indirect tax-GDP ratio will remain stable at 4.9% in FY26BE, unchanged
from FY25RE.

= Overall size of the budget, as % of GDP, has been brought down to 14.2%
in FY26BE from 14.6% in FY25RE.

Trends in deficit ratios

0,
(% of GDP) = Fiscal Deficit m Revenue Deficit

6.7

6.4

Fy22 FY23 FY25BE FY25RE FY26BE

Source: Union Budget documents, Bank of Baroda Research | RE: Revised Estimates, BE: Budget Estimates

ECONOMICS RESEARCH A



RESULT REVIEW

HOLD

TP: Rs 2,470 | A 7%

NESTLE INDIA |

Managing profits amidst inflation
= NEST continues to manage profits amidst inflation in cocoa and coffee.
Wheat and palm have also turned inflationary

= Pricing has come through earlier vs our expectations and is more than

offsetting absolute inflation — result is higher profit per unit sold

= Profitability is critical as cocoa inflation has continued for two years.
However, regaining shelf space will take time when inflation turns. Hold

Consumer Staples

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 01 February 2025

Lokesh Gusain
research@bobcaps.in

In-line results: Compared to consensus, Q3FY25 sales were 1% lower (4% below
our estimate) while EBITDA was 1% lower (11% higher vs our estimate). The gross
margin deterioration of 230bps in 3QFY25 was less than our estimate of 400bps.
However, sales were also lower so overall gross profit was in line.

Sales result: We estimate Milk and Nutrition segment as 4% drag to the 3QFY25
sales growth. Prepared Dishes and Cooking Aids were up in HSD as Maggi volumes
increased. Beverages sales increased in HDD. We estimate negative volumes as
coffee inflation impact on pricing was likely ~20%-25%. Confectionery was up in
HSD with KitKat growing in double digits. We estimate cocoa inflation impact on Kit
Kat pricing at 20+%, again implying negative volumes.

Inflation and profitability: We estimate NEST's COGS basket inflation in 3QFY25
at 16%. With gross margin down only 220bps, we estimate pricing of 11%, which is
ahead of the 7% required pricing run rate to offset absolute cost increase. Margins
per unit were up for NEST on our estimates. We expect the company is continuing
to improve profitability despite inflation.

Our view and valuation: The lower-than-expected deterioration in gross margins
and lesser-than-expected volume elasticity at a group level has resulted in earnings
upgrades. NEST is passing thorough inflation to retain profits per unit. We value
NEST in line with its 5-year historical average P/E on 12M to Dec’26 EPS. Our TP
changes to Rs 2,470 from Rs 2,299. Share price return of 5% — HOLD.

Fig 1 — Nestle India’s Q3FY25 result summary

Actual Reported vs (%)
(Rs mn)
Q324 Q325 YoY (%) BoBCaps Cons.
Sales 46,004 47,797 39 (2.9) (0.8)
Gross Profit 26,959 26,951 0.0 0.3 0.0
EBITDA 10,951 10,849 0.9) 11.3 (0.7)
EBITDA margin (%) 23.8 22.7 (111bps) 289bps 2bps

Source: Company, Bloomberg, BOBCAPS Research

EQUITY RESEARCH

Key changes

Target Rating
4 )

Ticker/Price NEST IN/Rs 2,313
Market cap US$ 25.7bn
Free float 37%
3M ADV US$ 21.9mn
52wk high/low Rs 2,778/Rs 2,131
Promoter/FPI/DII 63%/12%125%

Source: NSE | Price as of 31 Jan 2025

Key financials

YIE 31 Mar FY24A FY25E FY26E
Total revenue (Rsmn) 243,939 203,981 221,382
EBITDA (Rs mn) 58,198 47,634 51,724
Adj. net profit (Rs mn) 39,285 30,984 33,2219
Adj. EPS (Rs) 40.7 321 345
Consensus EPS (Rs) 0.0 332 37.3
Adj. ROAE (%) 95.5 81.6 65.2
Adj. P/E (x) 56.8 72.0 67.1
EV/EBITDA (x) 38.2 470 431
Adj. EPS growth (%) 258 (29 72

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

———NEST ——— NSE Nifty (Relative)

2,770

2,520

2,270

2,020

1,770

1520 +—/——F—F—F—F——7—————
FYSITFISIIIIL
5558553855385

Source: NSE




RESULT REVIEW

BUY

TP: Rs 1,190 | A 18%

INDUSIND BANK | Banking

Missed on most metrics
= Subdued quarter with moderate growth in advances and deposits, MFI
book under stress

= NIM contracted 15bps QoQ on account of slower growth in VF and de-
growth in MFI book

= We assume coverage with BUY and a TP of Rs 1,190 (from Rs 1,844),
valuing at 1.3x Dec’26 ABV

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 01 February 2025

Vijiya Rao

research@bobcaps.in

Continued muted business growth: 1IB reported subdued growth with advances

Key changes

increasing 12% YoY (3% QoQ), while deposits rose 11% YoY (down 1% QoQ). Target Rating
Loan book was soft on account of moderate vehicle finance and de-growth in the v <)
MFI book. Deposits were lower on account of lower wholesale deposits. This led to
an increase in the share of retail deposits to 46.1% vs. 44.1% in Q2FY25. Other Ticker/Price IIB IN/Rs 1,009
income declined 2% QoQ (up 8% YoY). Core fee income was flat QoQ and down Market cap US$ 9.1bn
2% YoY on account of lower loan processing fees and cards and distribution fees. Free float 84%
3M ADV US$ 50.8mn
NIM compression persists: NIM contracted 15bps QoQ (36bps YoY) to 3.93% owing 52wk high/low Rs 1,576/Rs 924
Promoter/FPI/DII 16%/38%/30%

to moderate growth in vehicle finance (VF) and MFI book, decline in yield on advances
and interest reversals. Yields on advances declined 10bps QoQ to 12.2%, while cost
of funds rose 9bps QoQ to 5.7% in Q3FY25. Loan growth was moderate compared to
our estimates primarily on account of de-growth in the MFI portfolio and slower VF

Source: NSE | Price as of 1 Feb 2025

Key financials

YIE 31 Mar FY24A FY25E FY26E
book. NIl (Rs mn) 2,06,159 2,20,548 2,47,016

NIl growth (%) 172 70 120
Asset quality deteriorates: GNPA ratio was up 2.25% in Q3 vs. 2.11% in Q2FY25 Adj. net profit (Rs mn) 89,770 74,240 95955
led by slippages in the MFI book (GNPA at 7.05% vs. 6.54% in Q2FY25) and EPS (Rs) 1155 953 1232
corporate book. Credit cost was at 1.93% vs. 2.07% in Q2FY25, despite utilisation of Consensus EPS (Rs) 1156 1250 158.0
contingency buffer to the tune of Rs 2bn during Q3FY25. Management opined that the PIE (x) 87 106 82
incremental stress is showing signs of stability in the current quarter and would P/BV () 12 12 10
continue to remain cautious on MFI segment. Loan-related provisions stood at Rs ROA (%) 18 14 16

ROE (%) 15.2 114 135

87.9bn, 2.4% of loans and ~105% of the GNPA.

Source: Company, Bloomberg, BOBCAPS Research

Assume coverage with a BUY on IIB: Growth in terms of advances was moderate Stock performance

during the quarter with elevated credit costs. We believe that the advances growth

—1IB ——— NSE Nifty (Relative)

may pick up in 1HFY27 and expect growth CAGR of ~12% in FY24-FY27E. 1,730
Management is cautious on the unsecured book and believes that the stress is 1,530
currently moderating. Credit cost is likely to remain elevated in the near term due to 1,330

1,130

the MFI segment. We expect IIB to deliver healthy return ratios (ROA/ROE of 1.4- 930
1.6% and 11-13% in FY25-FY27E). We assume coverage on IIB with a BUY and a 730 4

TP of Rs 1,190 (earlier Rs 1,844), valuing at 1.3x Dec’26 ABV. F999383833334
f=2=z2=2=z=2=2=2

Source: NSE
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RESULT REVIEW

BUY

TP: Rs 187 | A 24%

BANDHAN BANK | Banking

Other income aids PPOP; MFI stress persists

= PPOP aided by one-offs in other income, payouts under CGFMU and
Assam Microfinance relief scheme

= Going forward, NIMs to moderate, BANDHAN to focus on calibrating its

book towards secured book, aims for 2% RoA

= We assume coverage on BANDHAN with a BUY rating and TP of Rs 187,
assigning 1.2x Dec’26 ABV

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 01 February 2025

Vijiya Rao

research@bobcaps.in

PPOP aided by one-offs in other income: In Q3FY25 BANDHAN received Rs
5.4bn as claim payout under the credit guarantee fund for micro units (CGFMU)
scheme and Rs 520mn against microfinance loans under the Assam Microfinance
relief scheme. This resulted in rise in the PPOP by 22% YoY (9% QoQ).

PAT lower owing to higher provisioning: However, PAT fell 42% YoY (55% QoQ)
to Rs 4.3bn vs. our estimate of Rs 8.3bn. Provisions were higher due to elevated
stress in the MFI segment indicating persistent stress which remains a concern. The
bank made incremental provisions of Rs 3.4bn towards its Emerging Entrepreneurs
Business (EEB) portfolio (~2% of the provisions). Credit cost stood at 4% vs. 2% in
Q2FY25 vs. 2.5% in Q3FY24. The bank opined that as the MFI book starts to
stabilise, the credit cost is likely to fall to 2% in the near term and expects the credit
cost to be in the range of 1.5-1.6% in FY27E as the book shifts to a secured book.

Bandhan 2 strategy: With Partha Pratim Sengupta joining the bank as MD and
CEO effective 1 November 2024, the new management formulated a slew of
strategic decisions. This included the formation of a transformation management
team, digital and transaction excellence unit, market intelligence team and a credit
administration department. The bank intends to enhance operational efficiency
through these transformation strategies.

Asset quality: Gross slippages was at Rs 16.2bn vs. Rs 11.1bn in Q2FY25 vs. Rs
13.9bn in Q3FY24. This increase was primarily on account of EEB portfolio (Rs
12bn vs. Rs 7.5bn in Q2FY25, ~74% of the slippages). Management expects
slippages to be elevated at ~Rs 10bn going forward.

Assume coverage on BANDHAN with a BUY: It reported a moderate Q3 with
higher other income growth and elevated provisioning. The new management has
formulated a strategy focused on improving operational efficiency. Asset quality was
stable with management guiding for credit cost to be at 1.5-1.6% in FY27 with book
moving towards secured book being positive for the bank. We assume coverage with
a BUY rating and TP of Rs 187 (from Rs 245) valuing the bank at 1.2x Dec’26 ABV.

EQUITY RESEARCH

Key changes

Target Rating
v 4 )

Ticker/Price BANDHAN IN/Rs 151
Market cap US$ 3.2bn
Free float 60%
3M ADV US$ 14.1mn
52wk high/low Rs 233/Rs 138
Promoter/FPI/DII 40%/28%/15%

Source: NSE | Price as of 31 Jan 2025

Key financials

YIE 31 Mar FY24A FY25E FY26E
NIl (Rs mn) 1,03,256 1,22,095 1,38,864
NIl growth (%) 115 18.2 137
Adj. net profit (Rs mn) 22,296 35990 44,579
EPS (Rs) 138 20.9 242
Consensus EPS (Rs) 13.8 225 31.0
P/E (x) 10.9 7.3 6.2
P/BV (x) 1.1 1.1 1.0
ROA (%) 1.3 1.9 2.0
ROE (%) 10.8 154 16.5
Source: Company, Bloomberg, BOBCAPS Research
Stock performance
——— BANDHAN ——— NSE Nifty (Relative)
480
410
340
270
200
130 +——————— —T
YL IIITIITAR
5538553855385

Source: NSE



RESULT REVIEW

HOLD

TP: Rs 695 | A 3%

MARICO |

Managing inflation
= Compared to consensus, 3QFY25 sales were 2% lower (1% below our
estimate) while EBITDA was 1%

= COGS pressure is evident with YoY margins down 180bps in 3QFY25 vs
margins +30bps in 2QFY25 and +230bps in 1QY25.

= Growth levers are intact but commodity inflation to remain a headwind
in 4QFY25 and FY26. Hold

Consumer Staples

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 01 February 2025

Lokesh Gusain
research@bobcaps.in

Sales beat but EBITDA miss: Compared to Bloomberg consensus, 3QFY25 sales
were 2% lower (1% below our estimate) while EBITDA was 1% lower (5% lower vs
our estimate).

Sales trends: (1) Domestic — Inflationary pricing was the main driver as volumes
+6% on sales +17%. Saffola edible oil sales +24% with volumes +LSD. Parachute
+15% with volumes +3%. Both Saffola and Parachute had inflation driven pricing.
VAHO sales -2% with Bottom of the Pyramid continuing to be soft. Food +31% with
ARR of Rs1k crore. Premium personal care ARR at 9250mn. (2) International —
Bangladesh grew +20% CC off a low base. SE Asia flat CC, while MENA +35%.

Earnings outlook: For 4QFY25, revenue growth target is high teens vs 15% in
3QFY25. Marico expects to take pricing to offset inflation in the portfolio and so
margins will be lower given pricing will offset only absolute cost inflation. The
company expects inflation to taper down in 2QFY26 and so sales growth run rate
will be slower in the 2H. EBITDA margin target for FY26 is 20.1%; -50bps YoY.

Our view and valuation: Marico has multiple growth levers in place such as
improving margins via changes in sales and channel mix, reducing commoditized
portfolio exposure, and increasing presence in the high growth digital space. The
next 2-3 quarters are however likely to be volatile given the commodities and
uncertainty. We value Marico in line with its 5Yr historical average P/E on 12m to
December 2026 EPS. Our target price changes to Rs 709 from Rs 671. Share price
return of 6% — Hold.

Fig 1 — Marico 3QFY25 result summary

Actual Reported vs (%)
(Rs mn)
3Q24 3Q25 YoY (%) BoB Cons.
Sales 24,220 27,940 154 1.2 1.8
EBITDA 5,130 5,330 39 (4.8) (1.1)
EBITDA margin (%) 212 19.1 (210bps) (120bps) (56bps)

Sources: Company, Bloomberg, BOBCAPS Research
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Key changes

Target Rating
4 ) 4 )

Ticker/Price MRCO IN/Rs 672
Market cap US$ 10.0bn
Free float 40%
3M ADV US$ 14.5mn
52wk high/low Rs 720/Rs 486
Promoter/FPI/DII 59%/25%116%

Source: NSE | Price as of 30 Jan 2025

Key financials

YIE 31 Mar FY24A FY25E FY26E
Total revenue (Rs mn) 96,530 107,106 118,868
EBITDA (Rs mn) 20,260 22,101 24,655
Adj. net profit (Rs mn) 14,810 16,072 17,730
Adj. EPS (Rs) 1.5 12.5 13.7
Consensus EPS (Rs) 115 12.8 14.4
Adj. ROAE (%) 36.5 36.6 36.5
Adj. P/E (x) 58.5 53.9 489
EV/EBITDA (x) 428 39.2 35.2
Adj. EPS growth (%) 13.7 85 10.3

Source: Company, Bloomberg, BOBCAPS Research
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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.
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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.
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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
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company for any other assignment in the past 12 months.
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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
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