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Strategic refresh post Reliance takeover awaited

Pharmaceuticals: Q2FY22 Preview
Domestic performance holds the key in Q2FY22

Metals & Mining: Ferrous Chartbook

Supply cuts in China offsetting demand contraction
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SUMMARY

Just Dial

= Disappointing Q2 with revenue contracting 6.9% YoY and miss on margins

=  EBITDA margin down 16ppt YoY to 10.2% due to wage hikes and pickup in
hiring. Employee cost to remain high

= We cut FY22/FY23 EPS by 16-17% on increased spending post RRVL
takeover. TP revised to Rs 1,190 (vs. Rs 1,330) — retain BUY

Click here for the full report.

Pharmaceuticals: Q2FY22 Preview

=  Expect moderate 5.1% YoY topline growth from our pharma coverage in
Q2FY22 on a high base

= EBITDA margin forecast to contract 215bps YoY due to savings reversal and

higher A&P spends; PAT to decline 6.4% YoY

= Top picks — SUNP (BUY, TP: Rs 955), ERIS (BUY, TP: Rs 975) and LAURUS

(BUY, TP: Rs 715)

Click here for the full report.

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.
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USD/INR 74.88 0.6 (1.9) (1.7)
Brent Crude
(USS$/bb) 85.82 0.9 13.9 105.7
Dow 35,609 0.4 3.0 26.2
Shanghai 3,587 0.2) 0.7) 7.9
Sensex 61,260 0.7) 38 50.5
India FlI
(US$ mn) 18-Oct MTD CYTD FYTD
FII-D (56.9) (370.3)  (295.2)  1,732.0
FIl-E 6.5 5037 9,0336  1,707.3
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Metals & Mining: Ferrous Chartbook

= Demand deceleration in China offset by sharp production cuts and their extension
into Q1CY22

=  Higher coking coal prices supporting steel prices but will impact near-term margins of
Indian players

= Indian steel margins will ease from the peak and gradually revert to mean in medium
term; we prefer TATA and JSP

Click here for the full report.
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BUY

TP: Rs 1,190 | A 37%

JUST DIAL | Technology & Internet | 21 October 2021

Strategic refresh post Reliance takeover awaited

Ruchi Burde | Seema Nayak

= Disappointing Q2 with revenue contracting 6.9% YoY and miss on
researchreport@bobcaps.in

margins

= EBITDA margin down 16ppt YoY to 10.2% due to wage hikes and pickup

in hiring. Employee cost to remain high

= We cut FY22/FY23 EPS by 16-17% on increased spending post RRVL
takeover. TP revised to Rs 1,190 (vs. Rs 1,330) — retain BUY

Miss on revenue and margins: JUST’s Q2FY22 revenue at Rs 1.6bn declined 7% Key changes

YoY vs. our estimate of 3.5% growth, while EBITDA margin came in at 10.2% vs. Target Rating

20.2% expected, shrinking 16ppt YoY. The revenue decline stemmed from v <)

weakness in paid suppliers (-4% YoY) and also lower revenue per supplier (-4% YoY),

even as traffic picked up modestly (+8% YoY). The miss on margins stemmed from Ticker/Price JUST INIRs 867

a higher wage bill post increments to employees after a year without wage hikes, Market cap US$ 715.9mn

and also fresh hiring as JUST augmented its technology team. The company plans Free float 66%

to roll out new product initiatives and appoint dedicated heads for each initiative. 3MADV US$ 11.3mn
52wk high/low Rs 1,138/Rs 531

Deferred revenue growth a positive: Deferred revenue grew 19.6% YoY (+8.7% Promoter/FPI/DII 34%/40%/26%

QoQ), the highest since the pandemic began, and was the one bright spot in Q2, Source: NSE | Price as of 21 Oct 2021

indicating recovery in coming quarters. Paying suppliers numbered 430,720, 20% Key financials

below the pre-pandemic Mar'20 quarter, though management is confident of Y/E 31 Mar FY21A FY22E FY23E
bringing monetisation levels back to normal over a quarter or two. Total revenue (Rs mn) 6752 6,718 7,801

EBITDA (Rs mn) 1549 456 1288
RRVL stake acquisition completed; strategic refresh awaited: Reliance Retail Adj. net profit (Rs mn) 2,142 818 2,261
Ventures (RRVL) now holds 67% stake in JUST and overall promoter group holding Adj. EPS (Rs) 3338 99 273
now stands at 77.7%. Post-acquisition, RRVL has reshuffled the board of directors Consensus EPS (Rs) 38 237 407
and reprioritised capital allocation towards growth initiatives over redistribution to Adj. ROAE (%) 168 34 62
shareholders. Management also hinted at increased spending to fast-track new Ad;. PIE (x) 257 8718 38
initiatives such as JD Mart, JD Expert, content enrichment or new category features EVIEBITDA (x) %5 1208 330

Adj. EPS growth (%) (19.2) (70.7) 1763

enabling transactions. However, the company offered limited clarity on a

) ) Source: Company, Bloomberg, BOBCAPS Research
comprehensive strategic plan to unlock synergies with Reliance’s digital ecosystem.

Stock performance

Reiterate BUY: We cut our FY22/FY23/FY24 EPS estimates by 17%/16%/7% as

———JUST ——— NSE Nifty (Relative)
we trim operating margin assumptions to factor in increased spending intensity 1,150
going ahead. However, we maintain BUY as we believe the Reliance Industries’ 970
parentage brings in a differentiated advantage and enables new possibilities for 790
. . 610
JUST. We retain our target one-year forward P/E of 34.4x, a 25% premium to the 430
post pandemic average multiple to account for the strong parent backing. On 250 4 i v .
rollover, we have a revised Sep’22 TP of Rs 1,190 (vs. Rs 1,330) which includes a 2312239883338 %
S8&53882353825S

value of Rs 180/sh for JD Mart. BUY.

Source: NSE
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SECTOR UPDATE

PHARMACEUTICALS | Q2FY22 Preview
Domestic performance holds the key in Q2FY22

= Expect moderate 5.1% YoY topline growth from our pharma coverage in
Q2FY22 on a high base

= EBITDA margin forecast to contract 215bps YoY due to savings reversal
and higher A&P spends; PAT to decline 6.4% YoY

= Top picks — SUNP (BUY, TP: Rs 955), ERIS (BUY, TP: Rs 975) and
LAURUS (BUY, TP: Rs 715)

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 21 October 2021

Saad Shaikh
researchreport@bobcaps.in

Recovery in domestic acute therapies to continue: We expect domestic market
growth to be driven by recovery in the acute segment and a higher share of the non-
Covid portfolio, especially anti-infectives as patient visits to hospitals and clinics
normalise. CIPLA is projected to report a revenue decline of 18% QoQ (+7% YoY) in
India business due to lower contribution of the Covid portfolio while Sun Pharma (SUNP)/
Lupin (LPC) could decline 11%/6% QoQ (+16%/15% YoY). Dr Reddy’s (DRRD:
+22%) is likely to grow the highest YoY, followed by Ajanta Pharma (AJP: +17%).

Launch-led growth in US to be offset by price erosion in base business: US
sales are likely to remain weak in Q2 due to a challenging price environment and
flattish volume uptake. We expect our pharma coverage to grow 2.6% QoQ in dollar
terms (-2.8% YoY), led by Alkem Labs (ALKEM: +13% QoQ) on account of launch of
limited competition products (gDuexis) and relatively lower price erosion in its base
business. Alembic Pharma (ALPM) and Aurobindo Pharma (ARBP) are forecast to
report a 33% and 17% YoY decline in US business respectively. Other regions
should see QoQ and YoY growth aided by stable currencies and easing of lockdown
restrictions. API business could be flattish due to a high base.

Currencies stable: The average USDINR rate at Rs 74.1 remained flat QoQ
(Rs 73.7) as well as YoY (Rs 74.4). Among EM currencies, the ZAR appreciated by
15.2% YoY (-3.1% QoQ) while the RUB and BRL were stable.

Margins to contract: We expect a 215bps YoY contraction in EBITDA margin for
our coverage due to a decline in the high-margin Covid portfolio as well as increased
sales and promotional expenses. Higher domestic contribution should partially offset
margin contraction. The global rise in raw material prices and increase in freight cost
need to be closely watched for the upcoming quarters.

Valuation: We roll forward to Sep’23 earnings for our entire pharma universe, resulting
in revised target prices and ratings (Fig 4). We reiterate BUY on ARBP

(TP: Rs 886) and upgrade SUNP (TP: Rs 955) and DRRD (TP: Rs 5,500) to BUY from
ADD. We also realign DIVI (TP: Rs 5,540) and LPC (TP: Rs 1,045) to HOLD from ADD.

EQUITY RESEARCH

Recommendation snapshot

Ticker Price Target Rating
AJP IN 2216 2,800 BUY
ALKEM IN 3824 4250 HOLD
ALPM IN 77 980 BUY
ARBP IN 702 886  BUY
CIPLAIN 906 1,160 BUY
DIVIIN 5116 5540 HOLD
DRRD IN 4754 5500 BUY
ERIS IN 812 975  BUY
LAURUS IN 599 715 BUY
LPCIN 930 1,045 HOLD
SUNP IN 815 955  BUY

Price & Target in Rupees | Price as of 20 Oct 2021



SECTOR UPDATE

METALS & MINING |  Ferrous Chartbook
Supply cuts in China offsetting demand contraction

= Demand deceleration in China offset by sharp production cuts and their
extension into Q1CY22

= Higher coking coal prices supporting steel prices but will impact near-
term margins of Indian players

= Indian steel margins will ease from the peak and gradually revert to

mean in medium term; we prefer TATA and JSP

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 21 October 2021

Kirtan Mehta, CFA
researchreport@bobcaps.in

China demand-supply balance supported by large production cuts: The World
Steel Association (WSA) has slashed its steel demand forecast for China to -1%/0%
(from 3%/1%) in its October assessment. However, production cuts have been even
sharper and hence the market has remained in balance, as indicated by flat net
exports and inventory trends. Further, winter restrictions extend curtailments into
Q1CY22 with at least a 30% YoY cut for ~40% of production in China over 1 January
to 15 March 2022.

Ex-China, market tightness to ease gradually: WSA has increased its ex-China
demand growth forecast for CY21 to 11.5% (9.3%), raising projections for developed
markets. The increased energy prices could pose a risk to some European EAF
producers which account for ~40% of the region’s production.

Coking coal supply crunch to sustain through early next year: Production
disruptions in China, Inner Mongolia, and Australia have escalated tightness in met
coal markets. While Australian supply has recovered from maintenance shutdowns,
it typically slows during the wet season from November. Increased production in
China and restoration of Inner Mongolia exports are key to easing the supply crunch.

Iron ore supply underperforming but demand pullback sharper: According to
Rio Tinto, global iron ore majors are on track to deliver only flat supply growth in
CY21. Looking into CY22, structural issues persist. While Vale needs to deliver on
milestones to ramp up production, Australian suppliers are working through the
replacement of legacy volumes.

Steel margins to normalise in medium term: We believe steel margins will soften
over the next 6-12 months as steel prices ease to an estimated US$ 650/t by FY23.

Prefer TATA, JSP: With the steel cycle at a peak, we prioritise capital discipline
over expansion projects. Accordingly, we are positive on Tata Steel (TATA) and
Jindal Steel & Power (JSP) who are now focusing on responsible growth (see
Disciplined capital allocation key to improving payout, 16Aug21).

EQUITY RESEARCH

Recommendation snapshot

Ticker Price Target Rating
JSPIN 441 555  BUY
JSTLIN 685 795  HOLD
SAIL IN 119 150  HOLD
TATAIN 1,343 1,755  BUY

Price & Target in Rupees | Price as of 20 Oct 2021


https://www.barodaetrade.com/Reports/MetalsMining-SectorReport16Aug21-Research.pdf
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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 30 September 2021, out of 105 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 48 have BUY ratings, 25 have HOLD ratings,
10 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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