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Domestic demand improves in Oct’20

TCI Express | Target: Rs 930 | +18% | BUY

Stellar operational performance amid weak externalities

Sun Pharma | Target: Rs 540 | +11% | ADD
Q2 beat led by specialty sales; margin beat not fully sustainable

Oil & Gas

Gas consumption from power sector hits record high

TOP PICKS

LARGE-CAP IDEAS

SUMMARY

India Economics: Trade

India’s trade deficit expanded to a 7-month high of US$ 8.8bn in Oct’20 from
US$ 2.7bn in Sep’20 led by higher gold and non-oil-non-gold imports. With
domestic economic activity showing signs of pick-up (GST, electricity demand,
electronic imports), imports are likely to show a much stronger rebound than
exports in H2. Even so, trade deficit in FY21is estimated at US$ 75bn versus
US$ 158bn in FY20. Given a current account surplus of 1.5% of GDP in FY21,
we expect INR to remain in range of 73.0-74.5/%.

Click here for the full report.

TCI Express

An effective asset-light model, price hikes and efficiency gains enabled TCl
Express (TCIEXP) to deliver a strong EBITDA margin beat (15.3% vs. 11.5%
est.), negating a 21% YoY topline fall (est. =15%). Though TCIEXP
underperformed peer Blue Dart (topline +8% YoY) due to a different modal
and client mix, we expect growth to rebound in H2 with sustained margin
momentum. The strong operating performance and easing demand challenges

prompt us to raise our target P/E to 27x (vs. 25x). Rolling over, we have a new

Dec’21 TP of Rs 930 (vs. Rs 840).

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
Cipla Buy 850
GAIL Buy 155
Petronet LNG Buy 310
ICS Buy 3,180
Tech Mahindra Buy 980
MID-CAP IDEAS

Company Rating Target
Alkem Labs Buy 3,600
Greenply Industries Buy 135
Laurus Labs Buy 410
Transport Corp Buy 270
Mahanagar Gas Sell 750
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Sun Pharma

Sun Pharma (SUNP) reported a healthy Q2 beat: 6% on sales, 32% on
EBITDA. Operating margin were higher at 26% on higher GPM (+100bps
QoQ) and temporary lower SGA, despite higher R&D (7.1% of sales vs. 5.6%
in Q1. US sales ex-Taro beat estimates led by specialty sales segment
recovery; India was muted YoY. Q2 global specialty sales returned to pre-
Covid levels (US$108mn, +38% QoQ). SGA spends should normalise from
Q4. We raise FY22/FY23 EBITDA 5% with TP of Rs 540. Upgrade to ‘Add’

from Reduce on reasonable valuations.

Click here for the full report.

Oil & Gas

Natural gas consumption declined to 142.6mmscmd (-8% YoY, -4% MoM) in
September as lockdowns across states hampered demand. Barring power

(47 .5mmscmd, +55% YoY) and refineries (21.3mmscmd, +14% YoY), offtake
plunged across sectors, viz. fertiliser (26.9mmscmd, -41% YoY), CGD
(26.1mmscmd, -13% YoY), petrochemicals (5.7mmscmd, -44% YoY) and
others (15.Tmmscmd, -23% YoY).

Click here for the full report.
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INDIA ECONOMICS

TRADE

Domestic demand improves in Oct’20

India’s trade deficit expanded to a 7-month high of USS$ 8.8bn in Oct’20
from US$ 2.7bn in Sep’20 led by higher gold and non-oil-non-gold imports.
With domestic economic activity showing signs of pick-up (GST, electricity
demand, electronic imports), imports are likely to show a much stronger
rebound than exports in H2. Even so, trade deficit in FY21 is estimated at
US$S 75bn versus US$ 158bn in FY20. Given a current account surplus of
1.5% of GDP in FY21, we expect INR to remain in range of 73.0-74.5/$.
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chief.economist(@bankofbaroda.com

Non-oil exports increase at a slower pace: Preliminary data for Oct’20 shows
a fall of 5.4% in India’s exports from an increase of 6% in Sep’20. Oil exports
were down by 53.3% in Oct’20 versus an increase of 5.2% in Sep’20. Non-oll
exports rose at a relatively slower pace of 1.8% in Oct’20 versus an increase of
6.1% in Sep’20. Exports of drugs and pharmaceuticals showed slight
deceleration to 21.8% versus 24.4% in Sep’20. Exports of chemicals however
accelerated. In FYTD21, exports are down by 18.7% compared with 2.5% drop
in FYTD20. Rising global Covid-19 cases and resultant lockdowns will impact
India’s exports, especially to America (22.5% share in India’s exports in FY19)
and Europe (19.5% share).

Imports improve: Imports continued to show a steady improvement and
contracted by 11.6% in Oct’20 versus a dip of 19.6%. This was led by an
increase in gold imports at 35.9% versus a dip of 52.8% supported by festive
demand even as gold prices were lower (1.2% MoM). Non-oil-non-gold
imports also contracted at a slower pace of 8.3% in Oct’20 versus 12.6%
decline in Sep’20, signalling a pickup in domestic demand. Electronic imports
rose by 16.1% in Oct’20 versus an increase of 3.5% in Sep’20. Oil imports
contracted at a faster pace of 38.5% versus a decline of 35.9% in Sep’20.

Trade deficit to expand: India’s trade deficit rose to a 7-month high of Us$
8.8bn from US$ 2.7bn in Sep’20 led by a pickup in imports. Economic activity
is recovering as is visible in high frequency indicators such as manufacturing
PMI (13-year high at 58.9 in Oct20), improvement in electricity demand
(5.3% in Oct'20 from 2.5% in Sep’20) and GST collections of Rs 1tn (10.2%
higher over last year). This suggests imports are likely to increase further.
Festive demand will also keep gold imports high. The outlook for exports is
relatively muted due to second wave of Covid-19 hitting Europe and US. We
expect trade deficit to increase to USS$ 75bn in FY21 (US$ 32.5bn in
FYTD21) compared with US$158bn in FY20.

ECONOMICS RESEARCH

KEY HIGHLIGHTS

= Exports fell by 5.4% in Oct’20 compared witk
an increase of 6% in Sep’20.

= Imports contract by 11.6% in Oct’20 versus a

decline of 19.6% in Sep’20.

= Trade deficit rises to US$ 8.8bn from US$
2.7bnin Sep’20.



RESULT REVIEW

BUY

TP:Rs 930 | A 18%

TCI EXPRESS \ Logistics

Stellar operational performance amid weak externalities

An effective asset-light model, price hikes and efficiency gains enabled TCI Express
(TCIEXP) to deliver a strong EBITDA margin beat (15.3% vs. 11.5% est.), negating
a 21% YoY topline fall (est. -15%). Though TCIEXP underperformed peer Blue
Dart (topline +87% YoY) due to a different modal and client mix, we expect

growth to rebound in H2 with sustained margin momentum. The strong operating

performance and easing demand challenges prompt us to raise our target P/E to

27x (vs. 25x). Rolling over, we have a new Dec’21 TP of Rs 930 (vs. Rs 840).
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Topline disappoints, expect rebound in H2: TCIEXP’s volumes fell 24% YoY as
the lingering impact of lockdowns affected its clients in the early part of Q2.
The company managed to eke out a 3% realisation gain, underscoring its pricing
power. SME clients has grown faster than large corporates in Q2, but the latter
are expected to rebound soon. Per management, economic activity continues
to improve sequentially, aiding flat YoY revenue in Sep20 and single digit
growth in Oct’20. This gradual rebound coupled with positive festive demand
trends and a benign base should drive our 13% YoY growth assumption in H2.

Margin juggernaut rolls on: Gross margins expanded 375bps YoY aided by
higher realisation, route optimisation, operational efficiency, and an asset-light
model. This together with a tight leash on overheads - staff/other expenses
down 16%/29% YoY — drove a 6% YoY increase in EBITDA and a 390bps rise
in margin to 15.3%. PAT declined 10% YoY due to higher tax rates. With growth
returning, the company is confident of maintaining its margin profile as a higher

topline absorbs the slight increase in salaries from Q3 onward.

TP raised: We trim our FY22/FY23 EPS estimates by ~1% each but raise our
target P/E to 27x (vs. 25x) on reduced demand uncertainty. Rolling valuations
forward to Dec’22, our TP stands revised to Rs 930 vs. Rs 840 earlier.

KEY FINANCIALS

Y/E 31 Mar FY19A FY20A FY21E FY22E FY23E
Total revenue (Rs mn) 10,238 10,320 8,716 10,899 12,685
EBITDA (Rs mn) 1,190 1,213 1,072 1,553 1,863
Adj. net profit (Rs mn) 728 891 777 1,150 1,380
Adj. EPS (Rs) 19.0 232 20.3 30.0 36.0
Adj. EPS growth (%) 24.7 223 12.7) 479 20.0
Adj. ROAE (%) 30.7 29.5 211 258 252
Adj. P/E () 1.4 339 38.8 262 219
EV/EBITDA (x) 255 249 279 191 15.9

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Ticker/Price TCIEXP IN/Rs 787
Market cap US$404.8mn
Shares o/s 38mn
3MADV US$ 0.3mn
52wk high/low Rs 949/Rs 456
Promoter/FPI/DIl  67%/2%/10%
Source: NSE
STOCK PERFORMANCE
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ADD

TP: Rs 540 | AN% SUN PHARMA | Pharmaceuticals . 04 November 2020

Q2 beat led by specialty sales; margin beat not fully sustainable

Sun Pharma (SUNP) reported a healthy Q2 beat: 6% on sales, 32% on EBITDA. Vivek Kumar
Operating margin were higher at 26% on higher GPM (+100bps QoQ) and research(@bobcaps.in
temporary lower SGA, despite higher R&D (7.1% of sales vs. 5.6% in Q1). US sales

ex-Taro beat estimates led by specialty sales segment recovery; India was muted

YoY. Q2 global specialty sales returned to pre-Covid levels (US$ 108mn, +38%

QoQ). SGA spends should normalise from Q4. We raise FY22/FY23 EBITDA 5%

with TP of Rs 540. Upgrade to ‘Add’ from Reduce on reasonable valuations.

Margin gains could be reversed; Upgrade to ADD: Q2 EBITDA stood at Rs Ticker/Price SUNP IN/Rs 486
22.1bn, up 35% QoQ), with margins at 26% (est. 21%). SUNP’s ex-Taro Market cap US$15.7bn

ins have i d 420b to 26% d ialty sal g  Sharesols 2,399mn
margins have increase ps QoQ to ue specialty sales recovery an N ADY 55 656

lower SGA costs. SUNP is likely restart promo spends on the US specialty 52wk highflo Rs 565/Rs 312
W | W

business in Q3 bUt the cost base WI” FUHy norma|ise FFOI’TI Q4 F\)&D Sl’]OU|C| stay Promoter/FPI/DIl  54%/17%/16%

at /% with progress on resumption of clinical trials for new indications (llumya, Source: NSE
Odomzo). Post the recent fall, valuation gap vs large cap peers has expanded

(from 15% to 25%) turning valuation reasonable, hence we upgrade to ADD.

STOCK PERFORMANCE
Revenues (ex-India) beat estimates: US sales ex-Taro increased 17% QoQ, (Rs) ———SUNP
mainly on specialty segment recovery even though patient flow remained low. 228
llumya, Cequa and Odomzo have reverted to pre-Covid sales while Levulan is 540
yet to fully recover. US generic sales have stabilised and grew YoY — expect 2- ggg

3 launches a quarter. EM sales grew 9% YoY/20% QoQ while India was muted 300

YoY on depressed growth in the acute portfolio (chronic grew in high single digits). 15 Lt b s i i%
SUNP has launched 22 products in Q2 which should support a better Q3. ZuezdzZe=<2z28222

Source: NSE
Other takeaways: (1) Q2 specialty R&D at US$ 30mn. (2) Good initial response
for llumya Japan launch (US$ 500mn market growing at >20% p.a.). (3) Shifted
20% of market to Absorica LD. (5) Debt reduced by US$ 100mn QoQ.

KEY FINANCIALS

Y/E 31 Mar FY19A FY20A FY21E FY22E FY23E
Total revenue (Rs mn) 286,906 323,880 339,330 387,082 434,390
EBITDA (Rs mn) 60,746 69,823 84,859 90,274 102,853
Adj. net profit (Rs mn) 36,484 40,453 58,273 61,247 71,435
Adj. EPS (Rs) 15.2 16.9 24.3 255 29.8
Adj. EPS growth (%) 8.4 10.9 441 5.1 16.6
Adj. ROAE (%) 84 8.7 15 1.0 1n7
Adj. P/E () 319 28.8 20.0 19.0 16.3
EV/EBITDA (x) 17.9 15.8 12.8 n.6 9.8

Source: Company, BOBCAPS Research
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FLASH NOTE

OIL & GAS

Gas consumption from power sector hits record high

Third consecutive fall in overall gas demand this year...: Natural gas
consumption declined to 142.6mmscmd (-8% YoY, -4% MoM) in September
as lockdowns across states hampered demand. Barring power (47.5mmscmd,
+55% YoY) and refineries (21.3mmscmd, +14% YoY), offtake plunged across
sectors, viz. fertiliser (26.9mmscmd, -41% YoY), CGD (26.Tmmscmd, -13%
YoY), petrochemicals (5.7mmscmd, —44% YoY) and others (15.1mmscmd,
-23% YoY).

...but power sector consumption hits record high: Power sector offtake has
increased 54% MoM as record-low gas prices made the fuel more attractive
than coal. We expect this trend to continue for the rest of the year. The change
in demand pattern may give some relief to LNG gas importers who had
otherwise witnessed a drop in consumption from other sectors as Covid-19

prompted a countrywide lockdown for several months.

LNG imports have remained largely stable for the third consecutive month
whereas volatility in domestic consumption has continued with a 16% YoY

decline in September.

Domestic gas production continues to fall: Gas production continued its
declining trajectory to 76.5mmscmd (=11% YoY) in September. ONGC and
Oil India’s output declined to 59.4mmscmd (~7% YoY) and 6.7mmscmd
(=13% YoY) respectively. ONGC'’s production ramp-up remains hampered by
force majeure imposed by many of its consumers (mostly CGD). Exploration
and production prospects look bleak as producers are likely to refrain from
increasing output in the current low-price regime (aggravated by a 25% cut in

domestic gas price from Oct’20).

GAS CONSUMPTION TREND

(mmscmd) Sep’20 Sep19  YoY (%) Aug’20  MoM (%) H1FY21 H1FY20  YoY (%)
Fertiliser 269 453 (40.6) 47.6 (43.5) 447 422 59
Power 47.5 306 551 309 539 335 334 03
CGD 26.1 30.0 (13.0) 20.8 256 18.6 28.0 (339
Other Industrials: 421 48.6 (13.4) 49.5 (15.0) 522 50.6 EA
Refineries 21.3 18.8 13.5 21.2 0.8 247 20.5 20.4
Petrochemicals 57 101 44.0 9.7 (41.6) 8.4 10.0 (15.6)
Miscellaneous 151 19.6 (23.3) 18.6 (19.2) 191 201 5.2)
Total 142.6 154.5 7.7 148.8 4.2) 149.0 154.2 3.4)

Source: PPAC, BOBCAPS Research
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Rohit Ahuja | Harleen Manglani
research(@bobcaps.in

KEY RECOMMENDATIONS

Ticker Target  Rating
PLNG IN 310 BUY
IGLIN 440  REDUCE
GUJGAIN 335  ADD
GUJSIN 310 BUY
MAHGL IN 750 SELL
GAILIN 155 BUY

Target in Rupees

GAS CONSUMPTION

(mmscmd) Sep’20 Sep’19 YoY (%)
Fertiliser

Domestic 17.0 191 m.3)
R-LNG 9.9 261 (62.0)
Total 26.9 45.3 (40.6)
Power

Domestic 19.9 19.9 (0.2)
R-LNG 27.6 10.7 157.9
Total 47.5 30.6 55.1
CGD

Domestic 14.5 15.9 9.2
R-LNG n7 141 (17.3)
Total 26.1 30.0 (13.0)

Other Industrials

Domestic 7.2 15.0 (517
R-LNG 34.8 33.6 3.7
Total 421 48.6 (13.4)
Total Consumption 1426 154.5 7.7)
Total Domestic 58.6 70.0 (16.3)

Total R-LNG

84.0 84.5 (0.6)

Source: PPAC, BOBCAPS Research
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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 October 2020, out of 88 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 42 have BUY ratings, 14 have ADD ratings,
10 are rated REDUCE and 22 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.: INZ000159332 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.
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.
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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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