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SUMMARY

INDIA ECONOMICS: MONETARY POLICY EXPECTATIONS

In the upcoming credit policy meet of RBI, which is scheduled on 8 Jun 2023, we
expect MPC to remain on hold and keep the rates unchanged. We also expect no
change in stance or any future rate hikes. In fact, we anticipate earliest possible rate
cut in Oct'23. Downward revision to RBI's CPI forecast for FY24 can be expected,

by 10-20bps. However GDP forecasts are estimated to remain unchanged.
Demonetisation of INR 2000 note may provide temporary relief to liquidity and we thus
project 10Y yield to trade in the range of 6.95-7.05% this month.

Click here for the full report.

INDIA ECONOMICS: CORPORATE RESULTS

The corporate sector recorded a fairly steady performance in Q4 of FY23 though
growth in sales and net profits slowed down relative to last year. The sector was
affected by various forces. On the positive side pent up demand in several areas
helped to push up turnover. The correction in prices also helped to bring down input
costs in the latter part of the year. However, on the downside the crisis in Ukraine led
to high commaodity price inflation in the first part of the year. While inflation did temper
down, companies did start passing on the higher input costs from Q3 onwards which
affected demand in some sectors. Hence inflation had a mixed effect on the prospects
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on industry. Export markets were weak which was expected as the global economy
slowed down. The RBI kept increasing the repo rate which put pressure on the
interest costs of companies. Therefore, these factors had a differential impact on the
performance of companies.

Click here for the full report.

INDIA ECONOMICS: CREDIT TRENDS

After increasing by 15% in Mar'23, bank credit growth picked up further to 15.9% in
Apr'23. It must be noted that while RBI increased repo rate by 250bps in FY23, it
kept policy rate steady in its first bi-monthly policy of FY24. Even so, interest rates
remain well above historical average. However this has not translated into lower
credit offtake which continues to grow at a robust pace driven by steady demand.

Click here for the full report.

HINDUSTAN UNILEVER

= Growth momentum continues with 16% YoY topline growth in FY23 and
market share gains in >75% of the portfolio

*  Premiumisation and market development in focus; the latter added Rs 100bn
to turnover for the year, per management

=  Expect above-industry growth to continue; maintain BUY with an unchanged
TP of Rs 3,069

Click here for the full report.

CONSUMER DURABLES: Q4FY23 REVIEW

=  Topline growth improves in Q4 amidst demand concerns, though margins
remain sedate

= Demand and cost headwinds show signs of abating, raising prospects of a
better FY24

=  Prefer HAVL, CROMPTON and POLYCAB

Click here for the full report.
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MONETARY POLICY
EXPECTATIONS 03 June 2023

RBI to maintain status quo

In the upcoming credit policy meet of RBI, which is scheduled on 8 Jun 2023, we expect Sonal Badhan
MPC to remain on hold and keep the rates unchanged. We also expect no change in Economist
stance or any future rate hikes. In fact, we anticipate earliest possible rate cut in Oct’23.

Downward revision to RBI's CPI forecast for FY24 can be expected, by 10-20bps.

However GDP forecasts are estimated to remain unchanged. Demonetisation of INR

2000 note may provide temporary relief to liquidity and we thus project 10Y yield to trade

in the range of 6.95-7.05% this month.

What has changed since the last policy?: Since the last policy, RBI will be
evaluating changes in oil prices, trends in inflation, monsoon and sowing, movement of
high frequency indicators and global developments.

Oil prices: At the time of the last policy (6th Apr 2023), international crude oil price
was trading at $ 85.1/bbl, and since then it has come down to US$ 76.1/bbl, thus
registering a 10.6% decline. Worries of global growth slowdown led by China and the
US, and US narrowly averting a debt default dragged the crude prices down. In
addition, strong US$ (+2.2% during the same period) also acted as a drag on dollar
denominated oil prices.

Domestic inflation scenario: Most recent CPI print shows that retail inflation has
come down to 18-month low of 4.7% in Apr'23 from 5.7% in Mar'23. This was largely
on account of favourable base. CPI food index also moderated on the same account.
Core CPI was down to 5.2% in Apr'23, supported by dip in transport and
communication. Current dip international oil prices, food prices and other commodity
prices, we expect inflation to remain with RBI’s targeted band in coming months.
Persistent favorable base will also help. We thus expect RBI to revise its current
inflation forecast from 5.2% for FY24 to 5-5.1%. However, upside risks do persist.
Delayed onset of the monsoon, voluntary production cuts announced by OPEC+
members to support crude oil prices, and passing of the debt ceiling deal in the US
might exert upward pressure on commodity/domestic food prices.

Monsoon and sowing: IMD has recently confirmed that onset of monsoon in Kerala
has missed its 4th June 2023 deadline and is now expected to be delayed by another
2-3 days. Under normal circumstances, monsoon in Kerala begins from 1 June and it
gradually covers the entire country by 15 Jul. Further it has also warned that conditions
might change following the arrival and low pressure area may move away from the
coast of India, thus impacting the progress of monsoon. This will have an impact on
domestic food prices, and rural demand. RBI will await more details on status of actual
rainfall before taking any action.
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How have companies fared in Q4FY23?

The corporate sector recorded a fairly steady performance in Q4 of FY23 though growth Aditi Gupta
in sales and net profits slowed down relative to last year. The sector was affected by Economist
various forces. On the positive side pent up demand in several areas helped to push up

turnover. The correction in prices also helped to bring down input costs in the latter part

of the year. However, on the downside the crisis in Ukraine led to high commodity price

inflation in the first part of the year. While inflation did temper down, companies did start

passing on the higher input costs from Q3 onwards which affected demand in some

sectors. Hence inflation had a mixed effect on the prospects on industry. Export markets

were weak which was expected as the global economy slowed down. The RBI kept

increasing the repo rate which put pressure on the interest costs of companies.

Therefore, these factors had a differential impact on the performance of companies.

Our earlier studies for Q2 and Q3 showed that while top line growth was steady, net
profits of non-BFSI sample companies had declined. Q4-FY23 has been different.
Against this background, Table 1 and Table 2 show two things. Growth in sales was
steady though lower than last year. Growth in net profits has slowed down for both the
aggregate sample as well as the one which excludes BFSI companies. The difference
from the past is that growth in net profit is positive indicating some recovery.

Table 1: Performance of 2096 companies (Rs crore)

2096 companies 201 | 202 | 20m 2022 2023
Rs crore % change
Net Sales 2008906 | 2430415 27,21,090 210 120
Profit after tax 187,499 236,501 277513 26.1 173
PAT margin 9.3 9.7 10.2

Table 1 reveals that growth in sales has slowed down from 21% in Q4-FY22 to 12% in
Q4-FY23 for the sample of 2096 companies while that in net profits has moved from
26.1% to 17.3% during this period. There has been improvement in net profit margin in
both the years.

Table 2 excludes BFSI companies. Here the performance is relatively muted with sales
growth of 8.8% and net profit of 7.5%. The higher base effect as well as dilution of pent
up demand in some sectors contributed to this slower growth. The net profit margin
however has been falling over the last two years of this quarter though the dip in Q4-
FY23 has been very marginal.

A significant observation here is that the interest cover ratio for the sample of 1797
companies came down to 5.82 from 6.45 last year after withessing an improvement in
FY22. This was a result of both lower growth in PBIT as well as higher interest costs
due to the lending rates increasing in the banking system. PBIT had grown by just
4.8% this quarter compared with 9.4% last year. However, interest costs increased
sharply by 16.3% compared with 4.7% in Q4-FY22.
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CREDIT TRENDS 03 June 2023

Bank credit growth in Apr'23

After increasing by 15% in Mar’23, bank credit growth picked up further to 15.9% in Aditi Gupta
Apr'23. It must be noted that while RBI increased repo rate by 250bps in FY23, it kept Economist
policy rate steady in its first bi-monthly policy of FY24. Even so, interest rates remain

well above historical average. However this has not translated into lower credit offtake

which continues to grow at a robust pace driven by steady demand.

Table 1 below compares the credit growth across sectors in Apr'23 versus Mar'23.
Outstanding credit for both the periods is also given. Interestingly, while growth in bank
credit to agriculture, industry and services sector picked up, growth in personal loan
segment showed some moderation, on a YoY basis. Based on the table, the following
observations can be made:

= Credit to agriculture has picked up to 16.7% in Apr'’23 compared with 15.4% in
Mar'23 ahead of key cropping season.

= Growth in credit to industry though muted, has shown some improvement and
increased by 7% versus 5.7% in Mar'23.

o This was driven by large companies (5.3% versus 3%).
o Credit to medium industry continued to register strong growth at 19.1%.

o However, credit growth to micro and small industry dipped to 9.7% in Apr'23,
compared with 12.4% in Mar'23.

= Services segment saw an improvement in credit growth to 21.6% compared with
19.8% in Mar'23.

o Credit growth in the aviation sector increased sharply by 30% in Apr23
compared with 18.1% in Mar'23 as air travel continues to surge.

o Amongst other sectors, credit growth picked up in transport, computer software
and PFls.

o Credit growth to trade related sectors also improved led by retail.

o On the other hand, growth in credit to HFCs has decelerated to 7.7%
compared with 11.6% in Mar'23.

ECONOMICS RESEARCH ‘



COMPANY UPDATE /23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

BUY

TP: Rs 3,069 | A 13%

HINDUSTAN UNILEVER | Consumer Staples | 05 June 2023

Annual report analysis: Weathering the storm

Vikrant Kashyap

= Growth momentum continues with 16% YoY topline growth in FY23 and
research@bobcaps.in

market share gains in >75% of the portfolio

= Premiumisation and market development in focus; the latter added

Rs 100bn to turnover for the year, per management

= Expect above-industry growth to continue; maintain BUY with an
unchanged TP of Rs 3,069

Steady growth momentum with market share gains: HUVR reported 16% YoY Key changes
revenue growth in FY23 to Rs 581.5bn, backed by volume growth of 5%. Despite Target Rating
persisting macroeconomic challenges, including tepid market growth, high <) <)
commaodity inflation and geopolitical uncertainties, the company continued to gain
market share in more than 75% of its portfolio. It indicated that consumers prioritised Ticker/Price HUVR IN/Rs 2,717
essentials over discretionary spends due to the high inflation. Market cap US$ 77.7bn

Free float 38%
Market development and innovation remain core: HUVR sees a large opportunity 3M ADV US$ 44.6mn
to accelerate market development and premiumisation across the face wash, hair 52wk high/low Rs 2,742/Rs 2,100
post-wash, body lotion, body wash, mask, and serum segments. With a strong Promoter/FPI/DII 62%/14%/24%

portfolio of brands including Lakmé, Dove, Pond’s and TRESemmé, the company is Source: NSE | Price as of 2.Jun 2023

tapping into emerging demand through new launches such as Dove Hair Fall Key financials

Therapy shampoo, Lakmé Vitamin C facewash, Pond’s Light Hydration moisturiser, Y/E 31 Mar FY23A FY24E FY25E
Lakmé Sunscreen, and TRESemmé Pro Pure shampoo. Market development Total revenue (Rs mn)  6,05,800 6,68,526 7,39,348
activities added Rs 100bn to the company’s turnover in FY23, per the annual report. EBITDA (Rs mn) 1,41,490 1,68,452 1,93,787

Adj. net profit (Rs mn) ~ 1,01,600 1,19,321 1,37,436
Strong distribution network and resilient supply chain: HUVR has a footprint in Adj. EPS (Rs) 432 508 585
~9mn retail outlets out of the 11mn outlets present in the country. The company Consensus EPS (Rs) 432 501 569
reaches over 2mn of these directly through its network of 3,500+ traditional Adj. ROAE (%) 204 233 262
distributors. Its ‘Shikhar’ app is used by 1.2mn retail outlets, allowing them to place Adj. PIE (x) 628 535 465
orders directly with distributors. HUVR has also strengthened its D2C platform to 16 EVIEBITDA (x) 451 379 329

Adj. EPS growth (%) 144 179 152

websites serving 19,000 pin codes in the country. It has an extensive supply chain

. . . Source: Company, Bloomberg, BOBCAPS Research
network of 29 owned factories and 50+ manufacturing partners, producing over

65bn units during the year. Stock performance
———HUVR —— NSE Nifty (Relative)

Maintain BUY, TP Rs 3,069: HUVR continues to grow ahead of the market and to 3,090

gain market share despite persisting macro challenges. We expect investments in 3,560

brand building and innovation to lend further impetus to growth. The stock is trading 3130

at 53.5x/46.4x FY24E/FY25E EPS. We maintain BUY and continue to value the i;:g

stock at 52.5x FY25E EPS, in line with the long-term mean, for an unchanged TP of 1840 i
SO =2S5IZ2Z==<Z2uUw=

Source: NSE
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CONSUMER DURABLES |  Q4FY23 Review

Margin worries continue
= Topline growth improves in Q4 amidst demand concerns, though
margins remain sedate

= Demand and cost headwinds show signs of abating, raising prospects
of a better FY24

= Prefer HAVL, CROMPTON and POLYCAB
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| 05 June 2023

Vinod Chari | Swati Jhunjhunwala

Nilesh Patil

research@bobcaps.in

Topline resilient but margins lack vigour: In Q4FY23, our consumer durables
universe clocked similar trends as in Q3, with topline growth of 16% YoY but a slight
20bps dip in EBITDA margin. The pickup in revenue was reasonable considering
inflationary pressure and weather disruptions, but margins flagged owing to price
discounts to push sales. Thus, margin recovery stands delayed beyond our earlier
expectation of H2FY23 to H1FY?24 which should see tailwinds from seasonal
summer demand and price hikes

Patchy demand in fans and ACs...: Room air conditioning players saw uneven
demand while the fans segment suffered from the overhang of energy rating
transition. CROMPTON led the charge in fans with its strategy of pushing new star-
rated products vs. peers who promoted older inventory and had a muted quarter.
Higher channel inventory dampened sale volumes even as price discounts weighed
on margins. The kitchen appliances division exhibited slow demand trends and
sedate margins for CROMPTON (Butterfly Gandhimathi) and VGRD (Sunflame).

...but seasonal boost ahead: The outlook for both ACs and fans looks promising
for HLFY24 amidst a seasonally favourable period, channel refilling and scope for
price hikes.

EMS on a strong footing: In contrast to consumer durables players, electronic
manufacturing services (EMS) companies across our coverage saw robust demand
traction and strong topline growth (only DIXON posted flat YoY growth). In addition
to healthy order books, our coverage companies added new clients and incurred
capex to cater to future demand, reflection demand traction.

Top picks: We now prefer HAVL (TP Rs 1,500, BUY), CROMPTON (TP Rs 370,
BUY), and POLYCAB (TP Rs 3,900, BUY) in the consumer durables space. In the
air conditioning space, we continue to prefer BLSTR (TP Rs 1,650, BUY).

EQUITY RESEARCH

Recommendation snapshot

Ticker Price Target Rating
AMBER IN 2,182 2,260 HOLD
BLSTRIN 1442 1650 BUY
CROMPTON IN 273 370  BUY
DIXONIN 3966 4,100 BUY
HAVL IN 1,331 1,500  BUY
KEII IN 2094 2130 BUY
ORIENTEL IN 240 240  HOLD
POLYCAB IN 3552 3900 BUY
SYRMAIN 386 440  BUY
VGRD IN 252 270  HOLD
VOLTIN 819 900 HOLD

Price & Target in Rupees | Price as of 2 Jun 2023

Consumer Durables: Q4 result

reviews

Company Result review link
Strong performance on new

AMBER IN client and capacity addition

BLSTR IN M(_)mentum continues; outlook
bright

CROMPTONIN  Mixed quarter

DIXON IN In-.Ime quarter; strong guidance
reiterated

HAVL IN Moderate quarter; in-line
performance

KEIlIN Momentum continues; capacity
addition to spur growth

ORIENTEL IN  Weak end to a challenging FY23

POLYCABIN  Cables business resilient

SYRMA IN §trong show; positive outlook
intact

VGRD IN Sunflame key for FY24
EMP underperformance

VOLT IN overshadows resilient cooling

business

Source: BOBCAPS Research
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NOT FOR DISTRIBUTION, DIRECTLY ORINDIRECTLY, IN OR INTO 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: INH000000040 valid till 03 February 2025

Brand Name: BOBCAPS

Trade Name: www.barodaetrade.com

CIN: U65999MH1996G 01098009
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Logo:

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY — Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.

Analyst certification

Each of the analysts mentioned in this research report certify, with respect to the sections of the report for which they are responsible, that (1) all of the views expressed
in this report accurately reflect his/her personal views about the subject company or companies and its or their securities, and (2) no part of his/fher 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
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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
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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.
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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)
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This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.
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