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ORIENT ELECTRIC | TARGET: Rs 280 | +7% | HOLD

One-offs mar performance

Daily macro indicators

Indicator 02-Nov 03-Nov  Chg (%)
us 10y

yield (%) 410 4.15 5bps
India 10Y

yield (%) 740 748 8bps
USD/INR 82.79 82.89 0.1)
Brent Crude

(US$/bbi) 96.2 94.7 (1.5)
Dow 32,148 32,001 (0.5)
Hang Seng 15,827 15,339 (3.1)
Sensex 60,906 60,836 0.1)
India Fll Chg
(US$ mn) 01-Nov 02-Nov (§ mn)
FII-D (11.2) (47.6) (36.5)
FIl-E 748.8 168.1 (580.6)

SUMMARY

AJANTA PHARMA

= Q2 revenue growth muted at 6% YoY as lower Africa/US sales offset a strong

uptick in India/Asia business

= High freight costs, US price erosion and adverse currency impact drove an

875bps YoY drop in EBITDA margin to 20.9%

=  We lower margin estimates and revise our TP to Rs 1,470 (vs. Rs 1500) — cut

from BUY to HOLD on limited upside potential

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.

Source: Bank of Baroda Economics Research
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FIRST LIGHT

INDIA ECONOMICS: FUEL & FREIGHT

Often when we talk of supply chain bottleneck, an indicator which comes across
our mind is freight cost. Also this indicator gives an idea about the pace of
economic activity and domestic trade. We have analyzed the data on truck freight
rates for the past 6 years. The freight rates vary with respect to different cities
depending upon distance, demand, supply and fuel cost among others. For major
metro cities, in FYTD23 freight rates (Apr-Sep’22) for 15 tonne of truck load was
highest for Chennai at Rs 86,116 tonne from Delhi, followed by Kolkata at Rs
53,872 and Mumbai at Rs 51,046.

Click here for the full report.

INDIA ECONOMICS: QUARTERLY RESULTS

Net sales of companies remained robust, despite slight moderation in Q2FY23
compared to the same period of previous year. However, higher raw material cost
impacted profitability numbers. Notably, excluding banks, financial services,
insurance and IT software companies, the profitability numbers have declined in
Q2FY23. This is on account of the performance of companies in important sectors
such as iron and steel, oil and construction. Interest coverage ratio also declined
as interest rates in the economy went up.

Click here for the full report.

MARUTI SUZUKI

= Q2 gross margin improved to 27% (25% in Q1) due to softer raw material cost
and better synergies; volumes up 11% QoQ on festive sales

=  Pending customer orders total 0.41mn vehicles at Q2-end and include 0.13mn
units of high-margin models such as Ertiga/Baleno

= Growth outlook healthy but priced in post recent rally; we assume coverage
with HOLD and TP of Rs 9,933

Click here for the full report.

CIPLA

= Q2revenue up 6% YoY as US/India sales offset decline in other markets;
growth at 12% YoY ex-Covid sales in base quarter

= Gross margin up 165bps YoY but EBITDA margin flat at 22.3% on higher
operating cost

=  We raise FY23-FY24 EBITDA 9-12% and revise TP to Rs 1,320 (vs. Rs 1,100)
at a higher EV/EBITDA multiple of 17x (vs. 16x); retain BUY

Click here for the full report.
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FIRST LIGHT

BLUE STAR

Q2 unitary product margin up 110bps YoY to 6.2%; management commentary
positive, unlike tepid outlook from peers

Strong, sustained traction in EMP business led by peak order book in a
favourable market

FY23/FY24 EPS pared 4.5%/0.3% to bake in the H1 print; on rollover, our TP
rises to Rs 1,350 (vs. Rs 1,100) — retain HOLD

Click here for the full report.

ORIENT ELECTRIC

Q2 in the red as fans business remained a drag, marked by transition to new
energy norms and one-time distribution exercise

Streamlining of distribution in new states likely to stabilise by Q4, with plans to
increase coverage area in fans by the year-end

We slash FY23/FY24 EPS 30%/19% post the Q2 upset and roll over to a new
TP of Rs 280 (vs. Rs 310); retain HOLD

Click here for the full report.
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HOLD

TP: Rs 1,470 | A 9%

AJANTA PHARMA | Pharmaceuticals | 04 November 2022

No respite from margin pressure; cut to HOLD

Saad Shaikh

= Q2 revenue growth muted at 6% YoY as lower Africa/US sales offset a
research@bobcaps.in

strong uptick in India/Asia business

= High freight costs, US price erosion and adverse currency impact drove
an 875bps YoY drop in EBITDA margin to 20.9%

= We lower margin estimates and revise our TP to Rs 1,470 (vs. Rs 1500)

— cut from BUY to HOLD on limited upside potential

Subdued growth as Africa/US business declines: AJP posted muted Q2FY23 Key changes
revenue growth of 6% YoY to Rs 9.4bn. The India and Asia branded businesses Target Rating
(+31% YoY) performed well on the back of 15 launches during H1FY23, with healthy v v
volume-driven growth in the domestic formulations business (+27% YoY). However,
growth was offset by lower sales in the African market (-20% YoY) and a steep drop Ticker/Price AJP IN/Rs 1,348
in other operating income (-65% YoY). Market cap US$ 2.1bn

Free float 31%
US business remains flat; regulatory clearance at Dahej holds the key: US 3M ADV US$ 1.3mn
revenue for the quarter was flat QoQ at US$ 23mn owing to sustained price erosion 52wk high/low Rs 2,354/Rs 1,112
coupled with a lack of new approvals as the Dahej (Gujarat) plant remains under Promoter/FPI/DII 70%/9%/12%

regulatory scrutiny. Management is hopeful of USFDA clearance (procedural Saurce: NSE | Prce as of 3 Nov 2022

observations) and expects to file 10-12 products in FY23 (3 filed so far in H1). Key financials

Y/E 31 Mar FY22A FY23E FY24E
Adverse currency movement hurts Africa business: Africa branded sales (16% of Total revenue (Rs mn) 33410 37858 41438
Q2 revenue) declined 8% YoY due to INR appreciation vs. the EUR (Africa business EBITDA (Rs mn) 9203 9224 10361
denominated in euros). AJP earns most of its export revenue in dollars and a small Adj. net profit (Rs mn) 7,127 6415 7,440
portion in euros. Per management, it is difficult to hike prices in Africa to counter Adj. EPS (Rs) 830 499 579
adverse forex movement, and improved hedging is the only way to mitigate the impact. Consensus EPS (Rs) 830 572 669

Adj. ROAE (%) 225 17.9 17.9
High operating cost exacts toll on margins: Increased raw material cost, US price Adj. PIE (x) 162 270 233
erosion and elevated freight cost took a toll on EBITDA margin which contracted EV/EBITDA (x) 185 186 164

Adj. EPS growth (%) 72 (399) 160

875bps YoY to 20.9% in Q2 — the lowest quarterly margin in three years. Font-
. X . Source: Company, Bloomberg, BOBCAPS Research
loading of some costs (R&D, promotional) further dampened margins. Management

has reduced margin guidance from 26-27% for FY23 to 25-27% for H2 (H1 at 22.1%). Stock performance

———AJP —— NSE Nifty (Relative)
Cut to HOLD: Given the steady fall in EBITDA margin to 22.1% in H1FY23 vs. a ~30% 1640
average until recently and management’s guidance cut, we lower our FY23-FY24 1,400
margin estimates 70-100bps to 24-25%. We continue to value the stock at 12x FY24E 1,160
EV/EBITDA, ~20% discount to the 5Y average, yielding a TP of Rs 1,470 (vs. Rs 1,500). 920
680
In our view, the stock holds limited upside given sustained margin stress and a weak 440
US outlook, prompting our downgrade from BUY to HOLD. Sustained domestic/Asia $858953333938§ 9
2822282228222

branded growth and pickup in US filings/approvals would fuel stock upsides.

Source: NSE
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INDIA ECONOMICS

FUEL & FREIGHT

What freight data shows

Often when we talk of supply chain bottleneck, an indicator which comes across
our mind is freight cost. Also this indicator gives an idea about the pace of
economic activity and domestic trade. We have analyzed the data on truck freight
rates for the past 6 years. The freight rates vary with respect to different cities
depending upon distance, demand, supply and fuel cost among others. For major
metro cities, in FYTD23 freight rates (Apr-Sep’22) for 15 tonne of truck load was
highest for Chennai at Rs 86,116 tonne from Delhi, followed by Kolkata at Rs 53,872
and Mumbai at Rs 51,046.

/&3 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

03 November 2022

Dipanwita Mazumdar
Economist

Some takeaways

e Atheoretical exercise has been conducted where a composite freight index of
16 cities and also of three major metro cities (Mumbai, Chennai and Kolkata)
has been constructed with base 2016-17=100. The 16 cities equal weighted
freight index inched up by 14% since FY17 till date. For the three major metro
cities, the increase has been 10%.

e Mumbai takes the lead with 16.8% increase in freight rate since FY17, followed
by Chennai with 10.5%. Freight rates for Kolkata on the other hand, has only
risen by 3.7%.

e The freight data also moved in tandem with the diesel prices. Since FY17, a
67% increase in diesel price (from Rs 56.9/It in FY17 to Rs 95.1/It in FYTD23)
was associated with 14% increase in freight rates, ceteris paribus.

How freight rates have moved?

Freight rates data in India is a proxy indicator of mobility, economic activity as well
as intra State trade. We have analyzed the truck Freight Rates from Delhi to Various
cities in India since FY17. This is measured in Rs /15tonne of truck load. Some
useful results which emerge are:

¢ In the past 6 years amongst major cities, truck freight rates as measured from
Delhi have been the highest for Chennai, Bangalore, Hyderabad, Kolkata and
Mumbai.

e Interestingly, in the top three metro cities, in both FY20 and FY21, truck freight
rates have fallen. In FY20, the falling freight rates was due to the slowdown which
Indian economy faced. GDP growth moderated to 3.7% in FY20 from 6.5% in
FY19. Demand induced slowdown, crisis in the auto sector and contagion effect of
US-China tariff war and uncertainty over Brexit were amongst the reasons that
took a toll on domestic growth numbers. In FY21, the falling freight rates were
reflective of the Covid induced restrictions as well as decline in price of fuel.

EQUITY RESEARCH



INDIA ECONOMICS

QUARTERLY RESULTS

Update on Q2FY23 performance

Net sales of companies remained robust, despite slight moderation in Q2FY23
compared to the same period of previous year. However, higher raw material
cost impacted profitability numbers. Notably, excluding banks, financial
services, insurance and IT software companies, the profitability numbers have
declined in Q2FY23. This is on account of the performance of companies in
important sectors such as iron and steel, oil and construction. Interest

coverage ratio also declined as interest rates in the economy went up.

Key takeaways from financial results of an aggregate of 630 companies:

1. Quarterly financial performance shows that net sales continue to grow at a
robust double digit pace of 25% in Q2FY23 against 26.4% in Q2FY22.

2. In absolute terms as well, net sales saw an uptick of Rs 13.75 lakh crore in
Q2FY23 against Rs 11 lakh crore in Q2FY22 and far above pre pandemic level
of Rs 8.70 lakh crore.

3. However, divergence on the profitability frontier still continued. Higher input cost
have impacted the PAT numbers. Thus moderation in growth was noticed, from
30.9% in Q2FY22, it grew by only 2% in Q2FY23 and far lower to pre
pandemic’s growth of 61.4%.

4. PBT numbers also showed the same trend. It moderated to 2.4% in Q2FY23
compared to 33.5% growth in Q2FY22.

All companies Sep-20 Sep-21 Sep-22
Net Sales

Absolute, Rs crore 8,69,983 10,99,925 13,75,354
YoY Growth, % (1.1) 264 250
PAT

Absolute, Rs crore 1,01,640 1,33,028 1,35,718
YoY Growth, % 61.4 309 20
PBT

Absolute, Rs crore 1,30,292 1,73,985 1,78,099
YoY Growth, % 749 335 24

Source: Ace Equity, bank of Baroda Research

We have analysed the financial results of companies excluding Banks, Finance,
Insurance and IT companies. This exercise is conducted to see the performance of
non-financial/IT companies in Q2FY23 as profit indicators of financial companies
improved considerably, which might overshadow the performance.

EQUITY RESEARCH
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TRUST | INNOVATION | EXCELLENCE

04 November 2022

Dipanwita Mazumdar
Economist




RESULT REVIEW

HOLD

TP: Rs 9,933 | A 8%

MARUTI SUZUKI |

Automobiles

Healthy performance
= Q2 gross margin improved to 27% (25% in Q1) due to softer raw material
cost and better synergies; volumes up 11% QoQ on festive sales

= Pending customer orders total 0.41mn vehicles at Q2-end and include

0.13mn units of high-margin models such as Ertiga/Baleno

= Growth outlook healthy but priced in post recent rally; we assume
coverage with HOLD and TP of Rs 9,933

B

BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 05 November 2022

Milind Raginwar
research@bobcaps.in

Buoyant revenue growth: MSIL’s Q2FY23 revenue jumped 13% QoQ (+46% YoY)
to Rs 299bn supported by an 11% increase in volumes as festive demand kicked in
(we prefer a sequential comparison due to YoY distortions from a weak Covid-hit
base). Net blended realisation per vehicle (NRPV) came in at Rs 578k (+2% QoQ).

Margins improve as RM cost softens: Raw material cost inflation softened following
better synergies (operating leverage) at 73% of sales (74%/76% in Q1FY23/Q2FY22)
to Rs 218bn vs. Rs 265bn in Q1FY23. This helped gross margin improve to 27%
(25%/24% in Q1FY23/Q2FY22). Other expenses were flat QoQ at 14% of sales. In
addition to cost savings, favourable currency movement helped EBITDA to grow 45%
QoQ to Rs 27.7bn (3x YoY) and EBITDA margin to rise +200bps to 9.3%.

Focus on market share: MSIL is striving to regain market share (currently at 41%)
and retains its dominant presence in the passenger vehicle space (51% pre-Covid in
FY19). The company has focused on the high-end SUV segment with launches of
‘Grand Vitara’, the new ‘Brezza’ and upgrades to ‘XL6’ and ‘Ertiga’. In the medium
term, management expects the contribution from the small/mini segment to reduce
as that of SUVs and compact SUVs increases.

Capacity expansion and capex: MSIL is planning capacity expansion to 2.5mn
units which includes 0.1mn units of brownfield capacity in Manesar (Haryana) by
FY24. A new facility at Kharkhoda in Haryana will contribute from FY25 (0.25mn
units). Management plans to spend Rs 70bn in FY23 (Rs 35bn incurred in H1FY23)
which includes R&D and maintenance-related capex.

HOLD, TP Rs 9,854: We expect MSIL to report a revenue/EBITDA/PAT CAGR of
19%/43%/48% over FY22-FY25. Our FY24/FY25 estimates for gross/EBITDA margins
stand at 27%/11% as input costs ease and realisations gain traction, EPS is forecast
at Rs 331/Rs 406 and ROE/ROCE at 15-16% by FY25. Despite an upbeat growth
outlook, we assume coverage with HOLD as the stock has rallied ~10% in the past
month and prices in the positives at current valuations of 28x FY24E EPS. We value
MSIL at 30x FY24E EPS, in line with its long-term (10Y) average, for a TP of Rs 9,933.

EQUITY RESEARCH

Key changes

Target Rating

<4 )

Ticker/Price MSIL IN/Rs 9,230
Market cap US$ 33.9bn
Free float 44%
3M ADV US$ 67.6mn
52wk high/low Rs 9,769/Rs 6,537
Promoter/FPI/DII 56%/23%/16%
Source: NSE | Price as of 4 Nov 2022
Key financials
YIE 31 Mar FY22A FY23E FY24E
Total revenue (Rs mn) 882,956 1,127,358 1,302,099
EBITDA (Rs mn) 57,012 103,263 140,889
Adj. net profit (Rs mn) 37,662 70,352 100,019
Adj. EPS (Rs) 1247 2329 33141
Consensus EPS (Rs) 1247 2905 3664
Adj. ROAE (%) 71 125 151
Adj. P/E (x) 74.0 39.6 279
EV/EBITDA (x) 485 26.6 19.5
Adj. EPS growth (%) (11.0) 86.8 422

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

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

BUY

TP:Rs 1,320 | A 15%

CIPLA |

Robust US and India sales

= Q2 revenue up 6% YoY as US/India sales offset decline in other markets;

growth at 12% YoY ex-Covid sales in base quarter

= Gross margin up 165bps YoY but EBITDA margin flat at 22.3% on higher

operating cost

= We raise FY23-FY24 EBITDA 9-12% and revise TP to Rs 1,320 (vs. Rs 1,100)
at a higher EV/IEBITDA multiple of 17x (vs. 16x); retain BUY

Pharmaceuticals

/&3 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 05 November 2022

Saad Shaikh
research@bobcaps.in

Strong US growth: Cipla reported Q2FY23 revenue growth of 6% YoY (+8% QoQ)
to Rs 58.3bn led by the US and India businesses. US sales grew at a strong 16%
QoQ and 26% YoY to US$ 179mn, backed by sustained expansion of differentiated
products, launch of gRevlimid and market share gains in Lanreotide to 9.6% (4.6%/
1.9% in Q1FY23/Q4FY22). The company expects to reach 15% market share in
Lanreotide by FY23-end.

One-India growth momentum continues: Excluding Covid revenue in the base
quarter, domestic sales grew 15% YoY (reported growth at 6% YoY), with strong
demand traction across therapies. Cipla launched eight new brands during the
quarter in the cardiology, diabetes, urology, gynaecology and respiratory therapies.
All its three segments of branded generics, trade generics and consumer health,
under the One-India initiative, reported double-digit YoY growth.

Decline in SAGA and international business: SAGA revenue (South Africa, sub-
Saharan Africa and Cipla Global Access) declined 13% YoY in Q2 but grew 10%
QoQ led by sequential recovery in South Africa private business (double-digit
growth). In secondary terms, the private business grew 7.2% vs. market growth of
just 2.8%, as per IQVIA MAT Aug’22. Higher Covid product sales in the base
quarter, forex volatility and a challenging operating environment resulted in a 7%
YoY decline in the international market (+6% QoQ), but the business has grown YoY
when adjusted for pandemic-related sales.

Flat margin guidance: Cipla reported H1FY23 gross/EBITDA margins of 62.6%/
21.8% and has guided for a full-year EBITDA margin of 21-22% despite the
gRevlimid launch. This can be attributed to weak seasonality in Q4.

Retain BUY; TP raised to Rs 1,320: Based on strong US growth and continued
India momentum, we raise our FY23-FY24 EBITDA estimates by 9-12% and move
to a higher FY24E EV/EBITDA multiple of 17x (16x earlier) —a 15% premium to the
stock’s 5Y average. Retain BUY with a revised TP of Rs 1,320 (vs. Rs 1,100).

EQUITY RESEARCH

Key changes

Target Rating

<4

Ticker/Price CIPLA IN/Rs 1,146
Market cap US$ 11.2bn
Free float 63%
3M ADV US$ 20.4mn
52wk high/low Rs 1,185/Rs 850
Promoter/FPI/DII 36%/25%1/21%

Source: NSE | Price as of 4 Nov 2022

Key financials

YIE 31 Mar FY22A FY23E FY24E

Total revenue (Rs mn)
EBITDA (Rs mn)
Ad. net profit (Rs mn)

2,17,634 2,45,618 2,67,276
45528 52,874 61,391
26,989 33,049 40,094

Adj. EPS (Rs) 335 410 498
Consensus EPS (Rs) 335 39.5 50.9
Adj. ROAE (%) 13.9 15.0 15.8
Adj. PIE (x) 342 279 23.0
EV/EBITDA (x) 20.1 17.0 144
Adj. EPS growth (%) 122 225 213

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

———CIPLA —— NSE Nifty (Relative)
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HOLD

TP: Rs 1,350 | A 10%

BLUE STAR | Consumer Durables | 04 November 2022

Best Q2 performer among AC pack

Vinod Chari | Nilesh Patil

Tanay Rasal
research@bobcaps.in

= Q2 unitary product margin up 110bps YoY to 6.2%; management

commentary positive, unlike tepid outlook from peers

= Strong, sustained traction in EMP business led by peak order book in a

favourable market

= FY23/FY24 EPS pared 4.5%/0.3% to bake in the H1 print; on rollover, our
TP rises to Rs 1,350 (vs. Rs 1,100) — retain HOLD

Better Q2 despite unfavourable seasonality: BLSTR reported a relatively stronger Key changes

Q2FY23 performance than peers with in-line revenue (+27% YoY) and modest Target Rating
margin deterioration vis-a-vis competitors. In addition to robust momentum in <4
electromechanical projects (EMP), a better performance in the unitary cooling
product (UCP) vertical boosted overall growth. BLSTR has maintained market share Ticker/Price BLSTR IN/Rs 1,223
at 13.25% for Q2FY23, expects to add 50bps in FY23 and to close FY24 at 15%. Market cap US$ 1.4bn

Free float 61%
UCP margin expansion a rarity for the quarter: UCP EBIT margin at 6.2% climbed 3M ADV US$ 1.7mn
110bps YoY in Q2 as compared to declines for peers (VOLT: -280bps YoY to 7.3%, 52wk high/low Rs 1,274/Rs 836
Lloyd: -20%). While other players in the air conditioner space expect stress on Promoter/FPI/DII 39%/12%/23%

margins to persist in H2, BLSTR reiterated its optimistic 8-8.5% target for FY23. An Source: NSE | Price as of 4 Nov 2022

expanding distribution footprint and new affordable product range are buoying growth. Key financials

Y/E 31 Mar FY22A FY23E FY24E
EMP maintains traction: The EMP business clocked stronger margins as the Total revenue (Rs mn) 60456 69965 80,341
carried-forward order book scaled to record highs of Rs 4.2bn (vs. Rs 3.2bn in EBITDA (Rs mn) 3465 4074 4995
Q2FY22). EMP revenue grew 33% YoY to Rs 9.6bn. The judicious selection of Adj. net profit (Rs mn) 1677 2369 2,772
projects offering adequate cash flow during the ongoing construction capex upcycle Adj. EPS (Rs) 174 246 288
is fuelling growth. Management forecasts a 20-25% CAGR increase in EMP revenue Consensus EPS (Rs) 174 2718 3641
at 6-6.5% margins over next few years Adj. ROAE (%) 176 219 226
Adj. P/E (x) 70.2 49.7 425
Retain HOLD; TP revised to Rs 1,350: Accounting for H1FY23 numbers, we trim EV/EBITDA (x) 340 289 236
FY23/FY24 EPS estimates marginally by 4.5%/0.3%. On rolling valuations forward to Ad. EPS growth (%) br.1 412 170
Sep’24E, our TP rises to Rs 1,350 (vs. Rs 1,100), based on an unchanged 38x P/E — Source: Company, Boamber, BOBCAPS Researh
a 13% premium to the 5Y average. BLSTR continues to focus on taking growth higher Stock performance
via tactical market share gains and margin expansion. We retain HOLD given limited —BLSTR — NSE Nify (Relative)
upside potential, but now prefer BLSTR over VOLT (also rated HOLD, TP Rs 1,000) in 1260
light of the company’s resilient performance in the cooling business during trying 1,090
times, management’s upbeat outlook and cushioning from robust EMP traction. 322
580
R s R
£3sbidzisasi:

Source: NSE
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RESULT REVIEW

HOLD

TP:Rs 280 | A7%

ORIENT ELECTRIC |

One-offs mar performance

* Q2 in the red as fans business remained a drag, marked by transition to

new energy norms and one-time distribution exercise

= Streamlining of distribution in new states likely to stabilise by Q4, with

plans to increase coverage area in fans by the year-end

= We slash FY23/FY24 EPS 30%/19% post the Q2 upset and roll over to a
new TP of Rs 280 (vs. Rs 310); retain HOLD

Consumer Durables |

/&3 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

04 November 2022

Vinod Chari | Nilesh Patil

Tanay Rasal
research@bobcaps.in

Gloomy quarter: ORIENTEL’s Q2FY23 revenue declined 14% YoY (23% below our
est.) as a one-time revenue loss reduced growth by 11ppt. EBITDA margin plunged
800bps YoY to 2.3% due to (i) low operating leverage, (ii) higher A&P spends, and
(iii) investment in strategic initiatives. Excluding strategic investments, the normalised
EBITDA margin would have been ~6%. All these factors led to a net loss of

Rs 2.8mn vs. our estimate of Rs 325mn in profits.

Fans a drag for second consecutive quarter: The electrical consumer durables
(ECD) segment saw a steep revenue drop of 26% YoY due to transition to new energy
norms (resulting in channel destocking), sales disruption in the key African market,
and exceptional loss due to a one-time distribution exercise. Adjusted for the latter
exceptional loss, ECD fell 10%. Lower fan volumes weighed on ECD EBIT margin,
which stood at 4.4% (vs. 12.3% in Q2FY22). Management remains uncertain of how
channel partners will react as energy efficiency ratings turn stricter (effective Jan’23).

Streamlining of distribution dents Q2: ORIENTEL undertook phase-2 of its fan
distribution streamlining exercise in Uttar Pradesh (UP), Karnataka, Andhra Pradesh
(AP) and Telangana — per management, this caused a one-time revenue loss. The
company expects UP and Karnataka to grow in Q3FY23, followed by AP and
Telangana in Q4. Bihar and Orissa (part of Phase 1) have stabilised and are
growing at +50% YoY.

Lighting segment a silver lining: Lighting segment growth was at 15% YoY, led by
a 40% upswing in the B2B category. The company is gaining traction in the facade
lighting space after winning major projects. It has introduced house wires in order to
enhance product portfolio in ECD.

Maintain HOLD: With new energy rating norms kicking in and the phase-2 distribution
model yet to find its feet, we expect ORIENTEL'’s fans business to remain weak in the
near term. Following the Q2 upset, we slash FY23/FY24 EPS estimates by 30%/19%.
On rollover to Sep’24E valuations, our TP moves to Rs 280 (vs. Rs 310). We continue
to value the stock at 35x P/E — a 20% discount to the 3Y mean — and retain HOLD.
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Key changes

Target Rating

v 4>

Ticker/Price ORIENTEL IN/Rs 263
Market cap US$ 677.8mn
Free float 62%
3M ADV US$ 0.9mn
52wk high/low Rs 408/Rs 244
Promoter/FPI/DII 39%1/6%1/29%

Source: NSE | Price as of 4 Nov 2022

Key financials

YIE 31 Mar FY22A FY23E FY24E
Total revenue (Rs mn) 24,484 27336 31,591
EBITDA (Rs mn) 2313 2,117 2,790
Adj. net profit (Rs mn) 1266 1,064 1,503
Adj. EPS (Rs) 6.0 5.0 7.1
Consensus EPS (Rs) 6.0 8.2 10.0
Adj. ROAE (%) 254 18.6 23.3
Adj. PE (x) 440 52.4 371
EV/EBITDA (x) 241 26.3 20.0
Adj. EPS growth (%) 461 (16.0) 413
Source: Company, Bloomberg, BOBCAPS Research
Stock performance
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) OR IN OR INTO ANY OTHER JURISDICTION
IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

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.

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 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: U65999MH1996G01098009.

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.

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.
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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
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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