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LARGE-CAP IDEAS

SUMMARY
ONGC

ONGC’s Q1FY21 earnings at Rs Sbn (-90% YoY) outperformed estimates on
lower operating costs. Q1 highlights: (a) oil/gas production continued to
decline (-3.5%/-13.6% YoY), (b) operating costs were lower at US$ 6/bbl (vs.
US$ 8/bbl estimated), and (c) oil price realisation was at US$ 28.7/bbl (-57%
YoY). We raise FY21/FY22 earnings by 3x/1.6x to factor in higher oil price
assumptions (by USS$ 5/bbD. Upgrade from ADD to BUY as we roll over to a
new Sep’21 TP of Rs 96 (vs. Rs 92). The recent rise in oil prices provides

valuation comfort.

Click here for the full report.

Finolex Industries

Key takeaways from our interaction with the management of Finolex Industries
(FNXP): (1) Demand for agriculture pipes slowed from June due to early onset
of the monsoon this year. Offtake remains weak as this is a seasonally dull
demand period due to rainfall across the country. (2) Following easing of the
lockdown, FNXP had initially experienced logistical issues due to non-
availability of manpower, but this has been steadily improving every month. (3)
The company is hopeful of good demand for agriculture pipes from H2FY21
due to the normal monsoons, higher water reservoir levels and a government

thrust on the rural economy.

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.

Company Rating Target
Bajaj Finance Buy 4,000
Cipla Buy 850
GAIL Buy 155
Petronet LNG Buy 310
Tech Mahindra Buy 910
MID-CAP IDEAS

Company Rating Target
Alkem Labs Buy 3,600
Chola Investment Buy 280
Laurus Labs Buy 1,200
Transport Corp Buy 270
Mahanagar Gas Sell 750
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Diversified Financials

We spoke with Mirae AMC CEO Swarup Mohanty recently. Key takeaways:
(1 India’s AMC industry is increasingly focusing on products rather than
distribution as industry assets have not beaten respective benchmarks over
long horizons. (2) Most investor portfolios lack prudent asset allocation,
offering tailwinds to financial advisory. (3) Yields are likely to shrink further
given growing market efficiencies and a rising mix of passive funds. (4) Equity

flows could remain muted till Dec’20.

Click here for the full report.

Automobiles

Auto sales clocked an expectedly healthy recovery across segments in Aug'20,
barring MHCVs and 3Ws. We believe filling up of low dealer inventory prior to
the festive season and pent-up demand have been key drivers for this recovery.
Domestic PV industry sales increased ~20% YoY and 2Ws grew ~8% YoY for
HMCL in the month. MHCV volumes continued to be the worst affected,

declining 52% YoY for AL. Tractor sales beat our expectations, outperforming
other segments and growing at 65%/80% YoY for MM/ESC.

Click here for the full report.
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RESULT REVIEW

BUY

TP:Rs 96 | A 21%

ONGC

\ Oil & Gas

Pricing in the worst — upgrade to BUY

ONGC’s Q1FY21 earnings at Rs Sbn (-90% YoY) outperformed estimates on
lower operating costs. Q1 highlights: (a) oil/gas production continued to decline
(-3.5%/-13.6% YoY), (b) operating costs were lower at USS$ 6/bbl (vs. US$ 8/bbl
estimated), and (c) oil price realisation was at US$ 28.7/bbl (-57% YoY). We
raise FY21/FY22 earnings by 3x/1.6x to factor in higher oil price assumptions
(by US$ 5/bbl). Upgrade from ADD to BUY as we roll over to a new Sep’21 TP of

Rs 96 (vs. Rs 92). The recent rise in oil prices provides valuation comfort.
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Rohit Ahuja | Harleen Manglani
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Production remains a drag: Q1 oil and gas production fell to 5.7mmt (-3.5%
YoY) and 5.5bcm (~13.6%) respectively. Gas production was severely affected
by lockdown-led demand disruptions, mostly in the CGD segment. Production
could return to normal from Q3FY21, once lockdowns across major cities are
lifted. ONGC has revised oil production guidance for FY21 down to 22.7mmt
(from 23.3mmt). We according trim our oil and gas production estimates for

FY21/FY22 by ~5% each.

Low operating costs a positive: ONGC surprised with a 40% QoQ decline in
operating cost to US$ 6/bbl, as the company strived to reduce contractual
rates for assets. Management believes these cost levels are sustainable,

providing a necessary cushion against low oil prices.

Upgrade to BUY: The stock’s underperformance despite the recent rise in oll
prices provides valuation comfort, especially with the decline in operating costs.
As oil prices remain robust, we find risk-reward favourable and upgrade earnings
estimates. ONGC expects gas pricing across its assets to normalise to a
tender-based system (from a pricing formula system). Low prices through the
APM pricing formula seem unfair and impact economics for investment in

development of new fields.

KEY FINANCIALS

Y/E 31 Mar FY19A FY20P FY21E FY22E FY23E
Total revenue (Rs mn) 4534606  4250,014 2,863,013 3,602,536 4,515,098
EBITDA (Rs mn) 838,648 611,687 381,476 478,782 602,425
Adj. net profit (Rs mn) 348,309 168,256 59,057 126,944 185,456
Adj. EPS (Rs) 277 134 47 101 147
Adj. EPS growth (%) 516 517 64.9) 115.0 46.1
Adj. ROAE (%) 16.4 7.9 2.8 5.9 8.2
Adj. P/E (0 29 59 16.9 79 54
EV/EBITDA (x) 2.1 3.2 5.3 42 34

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Ticker/Price ONGC IN/Rs 79
Market cap US$13.7bn
Shares o/s 12,580mn
3MADV US$ 22.8mn
52wk high/low Rs 150/Rs 50
Promoter/FPI/DIl  60%/8%/31%
Source: NSE
STOCK PERFORMANCE
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FLASH NOTE

BUY

TP: Rs 560 | A 1%

FINOLEX INDUSTRIES |

Demand situation steadily improving

We recently interacted with the management of Finolex Industries (FNXP).
Following are the key takeaways:

= Demand for agriculture pipes slowed from June due to early onset of the
monsoon this year. Offtake remains weak as this is a seasonally dull demand

period due to rainfall across the country.

*  The agriculture segment accounts for ~70% of the company’s total

turnover and non-agriculture pipes form the balance.

= Following easing of the lockdown, FNXP had initially experienced logistical
issues due to non-availability of manpower, but this has been steadily

improving every month.

= The company is hopeful of good demand for agriculture pipes from
H2FY21 due to the normal monsoons, higher water reservoir levels and a

government thrust on the rural economy.

= Sale of non-agriculture pipes (primarily used in housing) picked up in July

and showed similar growth trends in August.

= Aggregate pipe volume demand in July was at 90-95% of year-ago sales

and could remain at these levels in the near term.

= FNXP is targeting historical 8-9% EBIT margins from the piping segment

going ahead as well.

= The PVC-EDC delta is currently at ~US$ 680/mt and will thus nullify the
high-cost inventory carried over from FY20. This inventory is expected to

be utilised by Q2FY21.

= Business in the agriculture pipe segment continues on the cash-and-carry

mode. In the non-agri space, credit is provided to dealers.

*  The company remains net-debt free and has no major capex plans for

FY21.

EQUITY RESEARCH

Plastic Products

2} BOBCAPS

TRUST | INNOVATION | EXCELLENCE

\ 02 September 2020

Arun Baid
research(@bobcaps.in

Ticker/Price FNXP IN/Rs 505
Market cap US$ 858.1mn
Shares of/s 124mn

3MADV US$ 0.4mn
52wk high/low Rs 627/Rs 290
Promoter/FPI/DIl  52%/2%/45%
Source: NSE

KEY FINANCIALS

Y/E 31 Mar FY21E FY22E FY23E
Total revenue (Rs mn) 28,490 30,992 33,397
EBITDA (Rs mn) 4,630 4,755 5,046
Adj. net profit (Rsmn) 3,207 3,349 3,611
Adj. EPS (Rs) 25.8 27.0 291
Adj. EPS growth (%) (3.6) 44 7.8
Adj. ROAE (%) 155 149 148
Adj. P/E (9 19.5 18.7 7.4
EV/EBITDA () 13.4  13.0 1.9

Source: Company, BOBCAPS Research
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Click here for our last detailed report
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SECTOR UPDATE

DIVERSIFIED FINANCIALS

AMCs - Product focus and financial advisory taking root

We spoke with Mirae AMC CEO Swarup Mohanty recently. Key takeaways:
(1) India’s AMC industry is increasingly focusing on products rather than
distribution as industry assets have not beaten respective benchmarks over
long horizons. (2) Most investor portfolios lack prudent asset allocation,
offering tailwinds to financial advisory. (3) Yields are likely to shrink further
given growing market efficiencies and a rising mix of passive funds. (4) Equity

flows could remain muted till Dec’20.
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Shubhranshu Mishra
research(@bobcaps.in

Focus on products rather than distribution: According to Mr Mohanty, the
AMC industry has followed a distribution-led business model, which is slowly
making way for a product-based model. This stems from (a) a shift in market
dynamics owing to the mid-cap meltdown post-FY17, (b) disruption to
traditional distribution channels by online platforms, and (c) inability of industry
assets to beat respective benchmarks even over longer horizons. A mix of long-
only assets (debt/equity) delivers better returns and so the broadly accepted
thesis that only equity makes more money will need to be gradually unlearnt.

Investors are now looking at good products over good brands.

Financial advisory taking root: Financial advisory services have become

increasingly popular during the Covid-19 lockdown, as investors who have been
onboarded since FY15 are mostly first-time entrants to equity products and are
nascent to current market volatility. The lack of prudent asset allocation for new

and old investors alike offers vast scope for financial advisory.

Yields to shrink but can be offset by opex reduction: Mr Mohanty believes yields
are likely to shrink further due to better market efficiencies and an increasing mix
of passive funds in AUM. Opex could reduce as digitisation and financial advisory
drive changes in the current physical sales model over the medium term while an

increased focus on product development will shift manpower needs elsewhere.

Active vs. passive debate has started in India: With many first-time equity
investors shying away from volatility, financial advisory taking root and markets
becoming efficient, flows into passive funds are likely to increase. We are also
likely to see more thematic funds and solutions, where sustainable alpha
generation is feasible. First-time investors could enter through the passive

route to eliminate the downside risk of beating the benchmark.

EQUITY RESEARCH

RECOMMENDATION SNAPSHOT

Ticker Price Target  Rating
HDFCAMC IN 2,421 3,000 BUY
NAM IN 281 210 SELL

Price & Target in Rupees
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AUTOMOBILES 02 September 2020

Aug’20 Auto Sales: Recovery led by pre-festive inventory filling

Auto sales clocked an expectedly healthy recovery across segments in Aug’20, Mayur Milak | Nishant Chowhan, CFA
barring MHCVs and 3Ws. We believe filling up of low dealer inventory prior research(@bobcaps.in
to the festive season and pent-up demand have been key drivers for this

recovery. Domestic PV industry sales increased ~20% YoY and 2Ws grew

~8% YoY for HMCL in the month. MHCYV volumes continued to be the worst

affected, declining 52% YoY for AL. Tractor sales beat our expectations,

outperforming other segments and growing at 65%/80% YoY for MM/ESC.

PV sales up 20%: Domestic sales for Maruti (MSIL) increased 20% YoY to
116.7k units in August while exports fell 15% YoY. The company’s Mini segment
showed strong growth of 95% YoY. PV sales for M&MW (MM) and Hyundai
Motors were up 1% and 20% YoY respectively while Tata Motors (TTMT)
reported a 153% surge for the month. New entrants KIA/MG Motors reported
74%/41% YoY growth. We believe inventory filling, pent-up demand and

gradual recuperation of the supply chain have been key growth drivers.

2Ws post decent show; 3Ws still weak: Hero’s (HMCL) volumes increased 8%
YoY to 584k in Aug’20, with motorcycle sales growth ahead of scooters. In a
press release, HMCL mentioned that it is witnessing strong demand from rural

and semi-urban markets and is currently operating at full capacity.

2W sales for Bajaj Auto (BJAUT) dipped 1% YoY to 321k while TVS Motor
(TVSL) posted flat sales at 277k units, with mopeds (+23% YoY) outperforming
other segments. 3W sales for TVSL (-30%) and BJAUT stayed weak (-46%).
Royal Enfield reported 2W volumes of SOk units (=5% YoY), with the exports
and >350cc segment posting sharper declines of 38% and 54% respectively.

MHCY sales still soft: Total CV sales for AL plunged 31% YoY to 6.3k units.
MHCVs were the worst hit, clocking a 52% YoY drop, while LCVs fell 4% YoY.
Total sales for VECV dropped 30% to 2.5k units in August.

Tractor segment outperforms: MM sold 24.5k tractors (+65% YoY) in Aug20.
Competitor Escorts (ESC) sold 7.3k units (+80% YoY). Positive rural
sentiment led by timely and widespread monsoons, higher sowing of Kharif crop
and adequate availability of retail finance are a few factors that bode well for the
agriculture sector. Also, improvement in the supply side compared to previous

months and build-up of inventory are supporting sales, according to OEMs.

EQUITY RESEARCH A
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Disclaimer

Recommendations and Absolute returns (%) over 12 months

BUY - Expected return >+15%
ADD - Expected return from >+5% to +15%
REDUCE - Expected return from -5% to +5%
SELL - Expected return <-5%

Note: Recommendation structure changed with effect from 1January 2018 (Hold rating discontinued and replaced by Add / Reduce)

Rating distribution

As of 31 August 2020, out of 100 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 48 have BUY ratings, 21 have ADD ratings, 11 are
rated REDUCE and 20 are rated SELL. None of these companies have been investment banking clients in the last 12 months.

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.

BOBCAPSs 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.: INHOO0000040 valid till
03 February 2020. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZO00159332 dated
20 November 2017.

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

board member of any companies that the analysts cover.

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

interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction 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.
Obpinions 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.

EQUITY RESEARCH 03 September 2020
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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
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.

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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