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Global markets continue to be watchful as concerns over ongoing Russia-Ukraine

war eased. Qil prices moderated, however it still remains above US$100/bbl mark.
Global supply chain shortages also came to the fore. Even global food prices have
risen to an all-time high. Fears of global inflation were visible with Fed minutes
highlighting a more aggressive tone. On the domestic front, RBI maintained status
quo on rates and normalised the LAF corridor; while revising its inflation forecast
upwards and growth forecast downwards for FY23. MPC members continued with
accommodative stance and hinting on withdrawal of accommodation in a phased
manner.

Click here for the full report.

Building Materials | Q4FY22 Preview

=  Expect a tepid Q4 given volume losses due to the third Covid wave in Jan’'22
and elections in Feb’22; some demand pickup seen in March

= Margins to contract led by commodity inflation (crude-derived) and higher
freight & logistics costs

= Management commentary on demand and margin outlook will be key
monitorables

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

Source: Bank of Baroda Economics Research
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Tata Consultancy Services

= Q4 revenue growth at 3.2% QoQ CC beat consensus expectations of 2.3% but came
in a tad lower than our estimate

=  EBIT margin held strong at 25%, ahead of our estimate, aiding an operating profit
beat; order book at all-time high of US$ 11.3bn

= We trim FY23/FY24 EPS by 0.8%/2.6% and roll over to a new TP of Rs 4,660 (vs.
Rs 4,770); retain BUY given strong demand and deal wins

Click here for the full report.
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RBI hints at policy normalisation

Global markets continue to be watchful as concerns over ongoing Russia-
Ukraine war eased. Oil prices moderated, however it still remains above
US$100/bbl mark. Global supply chain shortages also came to the fore. Even
global food prices have risen to an all-time high. Fears of global inflation
were visible with Fed minutes highlighting a more aggressive tone. On the
domestic front, RBI maintained status quo on rates and normalised the LAF
corridor; while revising its inflation forecast upwards and growth forecast
downwards for FY23. MPC members continued with accommodative stance
and hinting on withdrawal of accommodation in a phased manner.

Risks to recovery: The economy in Mar'22 had begun to show signs of
recovery with ebbing of the 3rd wave and spread of vaccination programme.
This was reflected with improvement in auto sales, electronic imports and surge
in digital payments. RBI's future expectations index, consumer confidence
improved to 115.2 (103.3 from Jan'22) in Mar'22. However, this recovery is
likely to be uneven, on the back of the ongoing uncertainty in geopolitical
sphere. On agri front, foodgrain production is likely to register a record output in
AY21-22 with growth at 4.2% (3.7% last year). As tensions escalate with the
imposition of new sanctions on Russia, global food prices have risen to an all-
time high in Mar'22, posing inflationary pressure.

Centre’s spending lagging: Centre’s fiscal deficit ratio (% of GDP, 12M
trailing basis) as of Feb’22 is currently running at 7.4%. In terms of revised
target, actual fiscal deficit has reached 82.7% (76% last year) of the targeted
amount. While revenues of the government remain healthy, spending is
currently below target. On FYTD basis, Centre’s gross tax collections, at Rs
22.7tn, have reached 91% of the targeted amount, while net revenue
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collections (Rs 17.9tn) are at 86%. However, overall spending at Rs 31.4tn, is
only 83% of the revised target and there remains a gap of Rs 6.3tn. Of this gap,
Rs 5.1tn is on account of revenue expenditure and Rs 1.2tn is on account of
capital spending. We expect government to meet its fiscal deficit target of 6.9%
on account of lower than anticipated spending, in the wake of postponement of
LIC IPO and miss in the disinvestment targets for FY22.

Pressure on yields: India’s 10Y yield shot up by 7bps in Mar'22. However, the
increase in yield was much steeper in Apr'22 (by 28bps), post the
announcement of government’s H1FY23 borrowing plan (Rs 8.45tn or 59% of
total issuances). Even RBI's hawkish policy in terms of - 1) inflation projections
(120bps higher for FY23 than in Feb’22 policy), and 2) hinting withdrawal of
accommodation, impacted bond market sentiments. Further LAF corridor was
reduced and restored to the pre-pandemic level of 50bps as against 90bps
since May’20. We expect 10Y bond yield to remain elevated and trade in the
range of 7-7.25% in FY23. Inflationary pressure will prompt RBI to start the rate
hike cycle from Jun’22 onwards and we expect 50bps rate hike in FY23.

INR to remain range-bound: After depreciating to a record low of 76.97/$ on 7
Mar 2022, INR has regained some strength. This has coincided with easing
concerns over Russia-Ukraine war, moderation in oil prices and intervention by
RBI. FPI outflows too have receded as risk-sentiment has improved. We expect
INR to trade in the range of 75.5-76.5/$ in the near-term. Sharp jump in oil
prices remains a key risk. However, over the medium and long term, Fed
tightening might put downward pressure on INR. For FY23, we expect INR to
trade in the range of 76-77/$.

Note: The source for all exhibits is ‘CEIC and Bank of Baroda’ unless otherwise specified

Economic Research Department
chief.economist@bankofbaroda.com



SECTOR UPDATE

BUILDING MATERIALS | Q4FY22 Preview
Commodity inflation and muted volumes to play spoilsport

= Expect atepid Q4 given volume losses due to the third Covid wave in

Jan’22 and elections in Feb’22; some demand pickup seen in March

= Margins to contract led by commodity inflation (crude-derived) and
higher freight & logistics costs

= Management commentary on demand and margin outlook will be key

monitorables

Tiles and Sanitaryware to see modest Q4 volume growth: Players in the tiles
business saw a sales pickup in the month of March as real estate demand was
resilient and dealers stocked up in anticipation of price hikes in April. Due to high
freight costs, exports remained sluggish and with rising gas costs, many Morbi players
shut down operations, thus vacating the space for organised players. Companies
under our coverage have been hiking prices (5-10% in Q4) to counter cost inflation but
could still suffer margin contraction due to high gas prices. In sanitaryware, demand
has held up well even as companies raised prices to pass on the cost inflation.

Wood panel space to witness volume and margin losses: Weak demand in
January due to the third Covid wave is likely to subdue sequential MDF volume
growth in Q4. Nevertheless, underlying demand remains robust given strong OEM
offtake, wider distribution, lower imports, rising acceptance of readymade furniture
and a shorter replacement cycle. Wood panel players have been hiking prices with a
lag effect (2-2.5% for plywood in mid-Feb, 17% for MDF in Q3) to negate cost
inflation. However, the rise in crude-derived chemical prices (Brent up 75% YTD)
can exert margin pressure in Q4.

Pipe volumes to improve QoQ: The pipe industry saw a demand revival in Q4 led
by steady traction in the plumbing segment while agriculture demand remained weak
due to PVC price volatility. PVC resin prices hit a peak of Rs 160/kg in Oct’21 from
Rs 137/kg, before falling back to Rs 137/kg in Nov'21, resulting in destocking by
dealers in Q3. Many companies recently hiked prices to mitigate the raw material
inflation impact even as PVC prices have recovered by ~Rs 7/kg to hover at Rs 143/
kg in Q4. Prices of key inputs, HDPE/LDPE (both crude-derived), have risen 9%/17%
YoY in Q4. We believe companies will be able to partly pass on the cost burden and
expect them to report better volumes along with slight EBITDA margin gains QoQ.

Adhesive segment margins to contract: Price hikes by adhesives players under
our coverage will aid realisations though a high base effect and slow demand in Jan’22
will limit volume growth. PIDI has raised prices to mitigate higher VAM input cost but
this will still constrain its gross margin as it insulates only ~70% of the product basket.
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Recommendation snapshot

Ticker Price Target Rating
ASTRAIN 2,060 2205 HOLD
CPBIIN 664 735  HOLD
CRSIN 4709 5590 BUY
FNXP IN 166 180  HOLD
GREENP IN 584 595  HOLD
KJC IN 1,039 1460 BUY
MTLM IN 225 260 BUY
PIDI IN 2,525 2445 HOLD
SIIN 2,097 2400 HOLD
SOMC IN 659 1,140 BUY

Price & Target in Rupees | Price as of 8 Apr 2022



RESULT REVIEW

BUY
TATA CONSULTANCY
SERVICES |

TP: Rs 4,660 | A 26%

Resilient margins
= Q4 revenue growth at 3.2% QoQ CC beat consensus expectations of
2.3% but came in a tad lower than our estimate

= EBIT margin held strong at 25%, ahead of our estimate, aiding an

operating profit beat; order book at all-time high of US$ 11.3bn

= We trim FY23/FY24 EPS by 0.8%/2.6% and roll over to a new TP of
Rs 4,660 (vs. Rs 4,770); retain BUY given strong demand and deal wins

Technology & Internet |
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Ruchi Burde | Seema Nayak
researchreport@bobcaps.in

Growth underperforms: TCS’s Q4FY22 revenue grew 2.6% QoQ USD, below our
estimate of 3.7%. The growth was led by the telecom and media vertical (+5.8%
QoQ USD), followed by retail/manufacturing (+4.7%/+3.7%). BFSI grew by a mere
2%. Among major geographies, revenue from North America increased 4.5% QoQ
USD and MEA delivered impressive growth at 8%. Among the major demand drivers
were cloud, consulting, cognitive business operations, cyber security, 10T and digital
engineering, and TCS Interactive. The company added 13 clients QoQ in the

US$ 10mn+/20mn+ revenue buckets and 2 in the US$ 50mn+ bucket. Net profit
grew 1.6% QoQ USD.

Margin shines: TCS reported a stable EBIT margin QoQ at 25%, outperforming our
estimate of 24.3% amid a tight supply environment marked by rising attrition as well
as elevated hiring. The company saw only a 90bps QoQ impact from the supply
crunch which was offset by operational efficiency despite peak attrition levels of
17.4%. TCS hired more than 35,000 employees in Q4FY22, its highest quarterly
figure. SG&A expenses were up 20bps QoQ and subcontracting expenses
increased 30bps while travel was down 40bps. The company will effect salary hikes
from Apr'22, at levels slightly more than its last round of hikes.

Record deal wins: TCS reported a record TCV of US$ 11.3bn (including two mega
deals), with US$ 8.2bn from BFSI and US$ 2.6bn from retail. North America had an
order book of US$ 6.1bn in Q4. Ignio signed 36 new clients during the quarter.
Cloud adoption in both Horizon | and Horizon Il (deals based on cloud-native
initiatives) have led to multiple contract wins. Deal pricing has been flattish QoQ but
has improved on a full-year basis.

Other takeaways: Europe saw 6%+ growth in Q3 which has normalised due to the
high base. TCS plans to announce a new organisation structure with business groups
instead of verticals and service lines. It announced final dividend of Rs 22/sh in Q4.

Retain BUY: We tweak estimates to factor in the results and roll valuations to Jun’24,
leading to a new TP of Rs 4,660 (vs. Rs 4,770), set at an unchanged 36.5x P/E.
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Key changes

Target Rating
v 4 )

Ticker/Price TCS IN/Rs 3,696
Market cap USs$
Free float 28%
3M ADV US$ 145.9mn
52wk high/low Rs 4,043/Rs 3,004
Promoter/FPI/DII 72%I17%/11%

Source: NSE | Price as of 11 Apr 2022

Key financials
YIE 31 Mar FY21A FY22E FY23E

Total revenue (Rs mn) 1,641,770 1,917,540 2,182,282

EBITDA (Rs mn) 465,460 530,570 607,976
Adj. net profit (Rs mn) 336,480 383,270 437,015
Adj. EPS (Rs) 909 1036  118.1
Consensus EPS (Rs) 90.9 107.2 119.2
Adj. ROAE (%) 39.2 433 432
Adj. P/E (x) 406 357 313
EV/EBITDA (x) 29.7 26.1 228
Adj. EPS growth (%) 55 139 14.0

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

———TCS ——— NSE Nifty (Relative)

4,040

3,490
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Source: NSE
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Disclaimer

Recommendation scale: Recommendations and Absolute returns (%) over 12 months

BUY — Expected return >+15%

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

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

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

Rating distribution

As of 31 March 2022, out of 116 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 65 have BUY ratings, 31 have HOLD ratings, 5 are
rated ADD*, 1 is rated REDUCE* and 14 are rated SELL. One company rated ADD has been an investment banking client in the last 12 months. (*Our ADD and
REDUCE ratings are in the process of being migrated to the new recommendation structure.)

Analyst certification

Each of the analysts mentioned in this research report certify, with respect to the sections of the report for which they are responsible, that (1) all of the views expressed
in this report accurately reflect his/her personal views about the subject company or companies and its or their securities, and (2) no part of his/her compensation was,
is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are
not associated persons of BOBCAPS.

Important disclosures

This product is a compilation of previously published research notes. To view the complete report along with the associated Analyst certifications and Company-specific
disclosures, please click on the hyperlink accompanying each excerpt.

General disclaimers

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited
and BSE Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

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

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of
any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory
board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to the
opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of
interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS’s clients. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this
material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all
investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.
Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed
in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or
“short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or dispose
of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of companies discussed
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in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment
banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of the
equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to orimmediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse
effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign
currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood
the Risk disclosure document before entering into any derivative transactions.

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

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.

Other disclosures

BOBCAPS does not have any financial interest in the subject company. BOBCAPS does not have actual/beneficial ownership of one per cent or more securities in the
subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS is not engaged in any market making activities for the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS'’s associates may have financial interest in the subject company. BOBCAPS'’s associates may hold actual / beneficial ownership of one per cent or more
securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject
company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in respect
of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a merger or
specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant banking or
brokerage services from the subject company in the past 12 months.
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