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Source: Bloomberg

=  Consolidated Q2 net revenue up 40% YoY to Rs 26.3bn. Like-to-like growth at
33% (ex-PAPL)

=  Gross margin contracted 1,050bps YoY to 45.4% on account of sharp increase
in VAM price to US$ 2,071/mt vs. US$ 765/mt

=  Target multiple raised given growth traction but RM headwinds prompt earnings
cut. Retain SELL; new Sep’22 TP at Rs 2,080 (vs. Rs 1,525)

Click here for the full report.

CESC

= Despite steady 8% YoY growth in Q2 pretax income, consolidated net income
fell 11% due to lower tax rate in comparable quarter

= Distribution delicensing could open up large market for CESC — one of the few
experienced players in this space

= Raise TP to Rs 91 (vs. Rs 75) on higher net income estimates but retain HOLD
as current valuations capture business prospects

Click here for the full report.
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Tech Mahindra

= TECHM'’s analyst meet today focused on the 3Ps — Purpose, People and
Performance

= Management aims to raise the revenue run-rate of most verticals to US$ 1bn in two
years. CME will remain the key focus vertical

=  We stay positive on TECHM post encouraging commentary on revenue growth, 5G
traction, margins and M&A - restate BUY, TP Rs 1,890

Click here for the full report.
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RESULT REVIEW

SELL

TP: Rs 2,080 | v 16%

PIDILITE INDUSTRIES |

Broad-based growth but sharp RM headwinds a drag
= Consolidated Q2 net revenue up 40% YoY to Rs 26.3bn. Like-to-like
growth at 33% (ex-PAPL)

= Gross margin contracted 1,050bps YoY to 45.4% on account of sharp
increase in VAM price to US$ 2,071/mt vs. US$ 765/mt

= Target multiple raised given growth traction but RM headwinds prompt
earnings cut. Retain SELL; new Sep’22 TP at Rs 2,080 (vs. Rs 1,525)

Construction Materials |
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Ruchitaa Maheshwari
researchreport@bobcaps.in

12 November 2021

Broad-based revenue growth: PIDI's consolidated Q2FY22 net revenue grew 40%
YoY to Rs 26.3bn (33% on like-to-like basis which excludes PAPL). Consumer &
Bazaar (C&B) segment revenue increased 40% YoY to Rs 21.3bn but segmental
EBIT margin declined 750bps to 27.4%. The B2B segment grew 41% YoY to

Rs 5.3bn with EBIT margin down 275bps YoY to 5%.

Strong RM headwinds: Gross margin contracted 1,050bps YoY (-370bps QoQ) as
prices of key material VAM increased to US$ 2,071/mt vs. US$ 765/mt in Q2FY21
(US$ 1,610/mt in Q1). A decline in employee cost/other expenses as a percentage
of sales (-250bps/-170bps YoY) limited EBITDA margin contraction at 630bps YoY
to 20.9%. EBITDA grew 7% YoY to Rs 5.5bn.

Standalone performance: Sales volume and mix growth stood at 25% YoY, with
25%/20% growth in C&B/B2B. Net sales grew 36% YoY to Rs 22.1bn. C&B revenue
rose 35% YoY to Rs 18bn while EBIT margin contracted 825bps to 28.5%. B2B
revenue grew 40% YoY to Rs 4.4bn with a 420bps margin decline to 9.7%.
Gross/EBITDA margin contracted by 1,100bps/730bps YoY to 45.5%/21.6%.

Estimates trimmed: While PIDI has delivered strong, broad-based sales and
earnings growth, we prune FY22/FY23 EPS estimates by 10%/3% given rising VAM
prices (up from US$ 2,071/mt in Q2 to spot levels of US$ 2,300-2,400/mt). We expect
spiraling input costs to sustain/peak in the near term leading to stressed margins.
While PIDI has initiated calibrated price hikes during the quarter, these cover only
~75% of inflation. Management is consciously looking to absorb the partial impact
given high volatility in input prices and near-term demand uncertainty.

Valuations stretched; maintain SELL: We remain positive on PIDI’s long-term
story given its strong presence in waterproofing and construction chemicals (first-
mover advantage) and robust connect with trade channels. However, the stock looks
overvalued at current levels of 78x FY23E EPS. We roll forward to a revised Sep’22
TP of Rs 2,080 (Rs 1,525 earlier), based on a 60x one-year forward P/E multiple
(45x earlier), in line with the five-year median. SELL.

EQUITY RESEARCH

Key changes

Target Rating
4 )

Ticker/Price PIDI IN/Rs 2,474
Market cap US$ 16.9bn
Free float 30%
3M ADV US$ 14.6mn
52wk high/low Rs 2,532/Rs 1,501
Promoter/FPI/DII 70%/12%118%

Source: NSE | Price as of 11 Nov 2021

Key financials

YIE 31 Mar FY21A FY22E FY23E
Total revenue (Rs mn) 72,927 89,662 1,03,920
EBITDA (Rs mn) 16,806 19,008 23,694
Adj. net profit (Rs mn) 11,339 12,773 16,113
Adj. EPS (Rs) 22.3 25.1 317
Consensus EPS (Rs) 22.3 26.5 3341
Adj. ROAE (%) 226 218 25.0
Adj. P/E (x) 110.9 984 78.0
EV/EBITDA (x) 74.6 65.9 52.9
Adj. EPS growth (%) (2.2) 12.7 26.1
Source: Company, Bloomberg, BOBCAPS Research
Stock performance
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RESULT REVIEW

HOLD

TP: Rs 91 | v 0%

CESC |

Power

Fairly priced but upside if distribution is delicensed
= Despite steady 8% YoY growth in Q2 pretax income, consolidated net
income fell 11% due to lower tax rate in comparable quarter

= Distribution delicensing could open up large market for CESC — one of

the few experienced players in this space

= Raise TP to Rs 91 (vs. Rs 75) on higher net income estimates but retain

HOLD as current valuations capture business prospects

/23 BOBCAPS
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Tarun Bhatnagar | Someel Shah
researchreport@bobcaps.in

Pretax income up 8% YoY: CESC reported a Q2FY22 consolidated net income
decline of 11% YoY due to a 146% increase in taxation from a higher effective tax
rate (29%) versus a low base (13%). Note that the tax rate in regulated utilities can
be volatile. Pretax income was up 8% YoY driven by a drop in interest cost and
higher other income. Sequentially, net income rose 24% QoQ due to an 11%
increase in EBIT and a 54% increase in other financial income.

Well positioned to benefit from opening up of electricity distribution: CESC is
India’s fourth largest private electricity distributor with ~1% volume share and
decades of experience in supplying electricity to the city of Kolkata under the
regulated return model and to Greater Noida, besides franchisee assets. The
company has won the concession for power distribution in Chandigarh. Delicensing
of distribution through the Electricity (Amendment) Bill 2021 will open up a huge
opportunity to offer services pan India which will benefit CESC as it is among a
handful of private companies engaged in distribution.

Estimates raised by 7-9%: We raise our FY22/FY23/FY24 net income estimates by
7%I7%/9% to factor in lower AT&C loss assumptions in franchisee distribution
circles and reduced interest rates. We have also stripped the renewables business
from our estimates following its sale to Torrent Power and excluded Chandigarh
distribution as it has not been formally transferred to the company.

Retain HOLD, change TP to Rs 91: We raise our SOTP-based Sep’22 TP to

Rs 91 from Rs 75 led by our higher PAT estimates and lower interest rate
assumptions which reduce the WACC used to value CESC'’s different businesses.
Our TP implies an FY22E EV/EBITDA of 6.1x, close to the 10-year mean. We retain
HOLD as we believe that the current business prospects are already captured in the
price. Passage of the Electricity Act could, however, raise growth prospects and,
therefore, valuations. New distribution wins would act as another positive stock driver.

EQUITY RESEARCH

Key changes

Target Rating
4 )

Ticker/Price CESC IN/Rs 91
Market cap US$ 1.6bn
Free float 48%
3M ADV US$ 5.5mn
52wk high/low Rs 102/Rs 56
Promoter/FPI/DII 52%1/13%123%

Source: NSE | Price as of 11 Nov 2021

Key financials

YIE 31 Mar FY21A FY22E FY23E
Total revenue (Rsmn)  1,16,390 1,31,525 1,34,804
EBITDA (Rs mn) 36,100 35762 35,998
Adj. net profit (Rs mn) 13,310 14,733 15,611
Adj. EPS (Rs) 10.0 1.1 11.8
Consensus EPS (Rs) 10.0 10.6 1.7
Adj. ROAE (%) 13.7 14.3 14.0
Adj. P/E (x) 9.1 8.2 78
EV/EBITDA (x) 6.6 6.4 6.2
Adj. EPS growth (%) (89.8) 10.7 6.0

Source: Company, Bloomberg, BOBCAPS Research

Stock performance
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COMPANY UPDATE

BUY

TP: Rs 1,890 | A 24%

TECH MAHINDRA |

Positive commentary instils confidence; 5G outlook optimistic
= TECHM'’s analyst meet today focused on the 3Ps — Purpose, People and
Performance

= Management aims to raise the revenue run-rate of most verticals to

US$ 1bn in two years. CME will remain the key focus vertical

= We stay positive on TECHM post encouraging commentary on revenue
growth, 5G traction, margins and M&A — restate BUY, TP Rs 1,890

Technology & Internet |

/23 BOBCAPS
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12 November 2021

Ruchi Burde | Seema Nayak
researchreport@bobcaps.in

We attended TECHM's analyst day. Key takeaways from the event:

Unlocking M&A synergies: TECHM will continue to undertake more M&A as this is
not only a source of revenue and helps to enrich white spaces in its capability, but is
also an important part of talent development (for recruiting senior leaders). The
company has won US$ 700mn in large deals led by portfolio company synergies in
FY22TD. The synergy-led pipeline is now at US$ 1.3bn. The large healthcare deal
won in Q2FY22 was made possible by combining the capabilities of portfolio assets.

Billion-dollar target for technology & healthcare verticals: TECHM counts on its
billion-dollar client club to spur enterprise business growth, where management is
targeting US$ 1bn+ in revenue each from the hi-tech/technology and healthcare (HLS)
verticals (vs. respective Q2FY22 annualised run-rates of US$ 530mn and US$ 400mn).

In BFSI, it is aiming for a US$ 1.5bn run-rate over the next one year. CME
(communications, media & entertainment) remains the key growth driver for the
foreseeable future with HLS and technology as the ‘growth gem’ verticals (i.e.
TECHM will make extraordinary efforts to accelerate their growth). Some of the
largest deal wins are in HLS. Hi-tech is also expected to show similar momentum.

5G update: Management expects 5G to contribute US$ 3.7tn to the global economy
by 2030. 5G constituted 20% of TECHM’s telecom revenue and 50% of network
revenue in Q2FY22, crossing US$ 500mn. It is expected to fuel growth in the CME
vertical which was up 16% YoY in Q2FY22. TECHM'’s 5G strategy is built around

(1) modernising infrastructure, (2) digitising products and platforms, (3) monetising
the data and business, and (4) reimagining customer experience. 5G revenue
streams will come from enterprises, ecosystems and devices. Please see our Deep
Dive report of 14 Sep 2021: 5G juggernaut gains momentum; BUY TECHM.

Positive on TECHM: Our positive view is reinforced by management’s upbeat outlook
on large deals, margins, revenue growth, M&A and deal pricing. We retain BUY with
an unchanged Sep’22 TP of Rs 1,890, based on 22.5x one-year forward P/E.

EQUITY RESEARCH

Key changes

Target Rating
4 ) 4 )

Ticker/Price TECHM IN/Rs 1,522
Market cap US$ 17.8bn
Free float 64%
3M ADV US$ 69.8mn
52wk high/low Rs 1,630/Rs 820
Promoter/FPI/DII 36%/39%/25%

Source: NSE | Price as of 11 Nov 2021

Key financials

YIE 31 Mar FY21A FY22E FY23E
Total revenue (Rsmn) 378,551 441,203 516,470
EBITDA (Rs mn) 68,471 82,513 102,807
Adj. net profit (Rs mn) 44281 57,302 70,359
Adj. EPS (Rs) 50.4 65.2 80.0
Consensus EPS (Rs) 50.4 63.9 72.7
Adj. ROAE (%) 18.7 214 233
Adj. P/E (x) 30.2 234 19.0
EV/EBITDA (x) 19.3 16.0 127
Adj. EPS growth (%) 42 294 228

Source: Company, Bloomberg, BOBCAPS Research

Stock performance
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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 October 2021, out of 105 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 52 have BUY ratings, 25 have HOLD ratings, 6
are rated ADD*, 2 are rated REDUCE* and 20 are rated SELL. None of these companies have been investment banking clients 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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