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Protracted bear market yet to run its course

The recent rally across mid- and small-caps is yet to bring about a reversal of the Rohit Ahuja | Harleen Manglani
long-term bearish trends that began in Jan’18. Performance of these indices research(@bobcaps.in
continues to diverge from that of large-cap indices, though we do note a common

thread of outperformance among pharma, chemical and IT companies across

market cap. The worsening economic fundamentals will continue to have a bearing

on corporate financials. Both our model portfolios (large & midcap) have outpaced

their benchmarks by ~1% and ~47% respectively.

Bearish undertone continues despite recent respite: As India’s GDP growth BMP: TOP IDEAS
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Downside risk to FY22 earnings: The Nifty is currently trading at ~1/x FY22E BMP-M50: TOP IDEAS
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Deleveraged companies shine: As envisaged, pandemic uncertainty has lent oo BOBCAPS Rowoch
cash-rich companies a clear advantage, visible in outperformance of the pharma,

chemical and IT sectors (supported by earnings upgrades after QTFY21).

Energy and telecom are yet to catch up as macro concerns over regulations

and economic recovery weigh heavy. Financials, consumer and industrials face

emerging earnings downgrade risks stemming from pandemic unknowns.

Brace for risk-off trade: Though valuations for cyclicals (especially in energy)
look undemanding given expectations of a V-shaped demand recovery, the
uncertainty surrounding Covid-19 continues to dampen projections. Factoring
in upcoming presidential elections in the US and stretched global balance
sheets, we maintain our overweight stance on sectors that offer strong earnings
visibility — pharma, agrochemicals and IT. Financials and auto (mostly OEMs)

remain our primary underweights.

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. A
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FY21is expected to be a washout year from an earnings perspective considering

the pandemic-induced economic contraction. We see earnings growth resuming

from FY22 onwards. However, our key outlier sectoral picks (that actually gained

from the pandemic) reported among their best earnings performances in Q1FY21

and hence have seen the highest upgrades. A look at consensus earnings revision

data for FY21/FY22 yields some interesting points:

Earnings outperformance among outliers: |T, pharma and chemical
companies reported some of their best profits in Q1FY21, led by margin
expansion. Consequently, FY21/22 earnings upgrades for a selection of our
top picks from these sectors — Laurus Labs (~70%), Pl Industries (~20%),
L&T Infotech (~7%) and HCL Tech (~5%) - outperformed peers. An
upbeat Q1 coupled with buoyant management commentary were primary

driving factors.

Recent management commentary from HCL Tech led to another around of
earnings upgrades across [T names. A buoyant outlook from Accenture lends

further comfort.

Mixed trends for consumption: Automobiles (OEMs) saw upward revision in
earnings (~15%/1.1% on average for FY21/FY22), fuelled by a massive 170%
upgrade in M&M (on better margins and outlook for the tractor segment).
Above-estimated PV sales trends — especially in Jul-Aug’20 — keep the
market outlook buoyant for OEMs. Ashok Leyland (AL) remains the only
exception as CV sales struggle to take off. Management commentary for PVs
remains mixed, with the industry demanding indirect tax cuts and viewing the

recent uptick in sales as a transient phenomenon.

FMCG companies’ FY21-22 earnings outlook changed marginally, saved by
upgrades for HUL and Britannia (against downgrades for ITC and Nestle).
Midcap consumer names mirrored these mixed trends, with upgrades for
Jubilant and Tata Consumer being neutralised by cuts for Bata and Voltas.
Among building materials, Asian Paints saw earnings downgrades as did other

midcaps in plywood and ceramics.

/\/\anagement commentary across the consumer sector continues to be
cautiously optimistic as the impact of struggling sales volumes is being

cancelled out by margin expansion (from cost cutting).

Upgrades for cyclicals: Cyclicals in oil sector had earnings upgrades, driven by
Reliance Industries (RIL), and OMCs. Utilities saw a downgrade. RIL’s
earnings upgrade was led by its massive deleveraging exercise over the last
four months. Management commentary from oil companies remains

optimistic, reinforcing expectations of a V-shaped recovery in sales volumes

by H2FY21.
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The outlook for the metals sector was buoyed by an uptick in prices as well as

demand recovery expectations (by Q4FY21). Massive earnings upgrades were
seen in Jindal Steel and Power (JSPL), Nalco, Vedanta and Hindalco.

However, Tata Steel and Coal India saw earnings cuts.

= Downgrades for financial sector: Rising NPA concerns continue to loom

large across the financials space. Big corporate banks (Axis and ICICI Bank)

and select NBFCs (gold finance, CV financiers) did witness earnings upgrades

for FY21. However, FY22 remains a worry considering extension of the loan

moratorium, increasing NPAs and worsening credit growth.

FIG1- CHANGE IN LARGE-CAP CONSENSUS EPS

Among midcaps in our model
portfolio, earnings upgrade
was led by Pharma, Metals,

industrials, media and IT
Financials, Autos (mostly

ancillaries) and building

materials led earnings cut

EQUITY RESEARCH

Sector (%) FY21E FY22E
Automobiles 11 29
Cement 284 31.0
Infra and Construction 17.5) (5.5)
Consumers 4.2) (1.0)
Energy (8.0) 29
Agrochemicals 34 0.5
BFSI (7.6) (€X)]
IT 5.4 4.1
Media & Entertainment (28.6) m.4)
Mining & Steel 924 8.6
Pharmaceuticals 209 19.5
Ports (3.2) 1.7
Telecom (120.5) 1.7
Source: Bloomberg, BOBCAPS Research

FIG 2 - CHANGE IN MIDCAP CONSENSUS EPS

Sector (%) FY21E FY22E
Automobiles (30.9) a7
Building Materials (88.2) 29
Cement (R} (R}
Chemicals 1.8 2.4
Construction 30.5 6.7
Consumers 2.0) 4.0
Financial Services (6.0) 7.6
Industrial Manufacturing 36.2 0.5
IT 3.6 29
Logistics 7.2) 3.0)
Media & Entertainment 12.4 0.1
Metals 77 4.5
Oil & Gas (4.8) 0.6
Pharmaceuticals 21.0 19.0
Power (68.7) (103.8)
Telecom 497 3.mn

Source: Bloomberg, BOBCAPS Research
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Our large-cap (BMP) and midcap (BMP-M50) model portfolios have both
outperformed their benchmark indices = BMP by a margin of 1% (since
rebalancing in Jun’20) and BMP-M50 by 3% (since Apr’20) respectively. Our
overweight calls on pharma (in both portfolios) and IT (in mid-caps) coupled with
underweight stance on financials were the primary contributors for the

outperformance.

Allocations revised but underlying theme intact
We make the following changes to our large-cap model portfolio:

* Maintain overweight on pharma, chemicals, energy, consumers and mining

* Raise IT and telecom to overweight — with HCL Tech and L&T Infotech being
our top picks

*  Maintain equal weight on consumer and industrials (infrastructure, cement

and metals)

= Maintain underweight on financials and auto

FIG 3 - LARGE-CAPS: BMP ALLOCATION SECTOR-WISE

NIFTY 50 BMP Stance

Sector (%) Earlier Current Earlier Current Earlier Current

allocation allocation allocation allocation stance stance
Automobiles 5.6 5.8 4.3 4.3 Underweight <> Underweight
Cement 2.4 2.0 2.4 2.0 Equal weight - Equal weight
Infra and Construction 29 2.4 2.0 2.4 Underweight 1t Equal weight
Consumers 13.4 12.2 14.0 12.6 Overweight - Overweight
Energy 16.5 177 18.7 184 Overweight - Overweight
Agrochemicals 0.6 0.6 1.0 1.0 Overweight - Overweight
BFSI 333 35.0 315 309 Underweight - Underweight
T 14.7 15.3 14.7 17.3 Equal weight 1t Overweight
Media & Entertainment 04 0.4 0.0 0.0 Underweight - Underweight
Mining & Steel 27 23 3.0 2.6 Overweight - Overweight
Pharmaceuticals 34 3.0 5.0 5.0 Overweight < Overweight
Ports 0.6 0.6 0.0 0.0 Underweight - Underweight
Telecom 3.6 29 3.5 3.5 Equal weight * Overweight
Source: BOBCAPS Research, NSE
EQUITY RESEARCH 4 01 October 2020
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FIG 4 - TOP LARGE-CAP PORTFOLIO PICKS

Weights (%) Profitability (%) P/E (x)
Earnings
Company h\llIVFETII;:(T) WEIZA'A_"; Difference | CAGR ROE  ROCE | FY2IE  FY22E  FY23E
FY20-23
Petronet LNG 0.0 1.5 1.5 3.6 253 24.6 12.2 10.2 10.0
Laurus Labs 0.0 1.0 1.0 56.5 15.3 12.0 5.8 49 3.8
Alembic Pharmaceuticals 0.0 1.0 1.0 6.4 27.9 19.0 20.2 20.2 194
ICICI Bank 5.6 6.5 0.9 28.6 8.1 3.0 20.0 141 10.6
Kotak Mahindra Bank 42 5.0 0.8 7.7 13.7 6.6 412 311 29.7
GAIL (India) 0.4 1.0 0.6 8.5 19.8 18.6 7.8 6.3 53
Maruti Suzuki India 1.9 2.5 0.6 15.7 1.8 1.9 47.5 281 22.8
HCL Technologies 1.6 21 0.6 10.0 23.8 235 18.9 171 15.3
Bharti Airtel 26 3.1 0.6 2737 - - (64.4) 29.6 17.8
Indian Oil Corporation 0.5 1.0 0.6 40.2 (0.9 13 6.5 47 3.8
Tech Mahindra 1.0 1.5 0.6 6.7 19.2 28.9 181 15.4 13.4
Infosys 7.0 7.6 0.5 10.0 27.8 26.0 24.4 217 19.5
UPL 0.6 1.0 0.4 18.7 10.4 6.6 13.2 10.9 9.2
Coal India 0.6 1.0 04 (4.0) 57.0 50.1 6.0 49 4.8
L&T Infotech 0.0 0.4 04 14.5 29.5 337 26.5 22.8 19.7
Bharat Petroleum Corporation 0.7 1.0 0.3 35.2 8.1 59 12.0 8.5 7.5
Hindustan Unilever 39 4.2 0.3 13.9 83.8 84.3 58.0 48.8 41.7
Tata Consultancy Services 49 52 0.3 6.4 341 321 299 26.2 23.8
Cipla 0.8 1.0 0.3 20.0 101 8.4 28.8 24.9 21.6
ITC 35 3.6 0.2 5.7 24.6 24.9 15.3 131 12.0

Source: Bloomberg consensus estimates, BOBCAPS Research, NSE

EQUITY RESEARCH

Changes to our midcap model portfolio are as follows:

Maintain overweight on pharma, chemicals, energy, logistics and building

materials
Maintain equal weight on cement and metals

Maintain underweight on financials, auto and power

Underlying themes behind our model portfolio allocation remain unchanged:

Improved earnings outlook given pandemic-led benefits — pharma, IT, gold

finance, telecom
Resilient earnings — agrochemicals/chemicals

Faster earnings recovery as economic lockdown eases — gas utilities, CV

financiers

Robust business models available at value — building materials, logistics
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NIFTY 50 MIDCAP WEIGHT BMP MIDCAP WEIGHT Stance
Sector (%) Earlier Current Earlier Current Earlier Current
allocation allocation allocation allocation stance stance
Automobiles 17.4 16.5 15.5 14.5 Underweight - Underweight
Building Materials 0.0 0.0 1.5 0.8 Overweight - Overweight
Cement 2.3 22 23 22 Equal weight - Equal weight
Chemicals 0.0 0.0 4.0 3.0 Overweight - Overweight
Construction 34 3.3 1.0 1.0 Underweight - Underweight
Consumers 16.1 174 16.1 174 Equal weight o Equal weight
Financial Services 253 24.9 19.9 19.7 Underweight - Underweight
Healthcare Services 37 39 3.0 3.0 Underweight - Underweight
Industrial Manufacturing 10.9 1.7 9.3 9.3 Underweight L2 Underweight
IT 2.1 22 3.0 4.0 Overweight 3 Overweight
Logistics 0.0 0.0 1.0 1.0 Overweight - Overweight
Media & Entertainment 11 11 1.0 1.0 Equal weight - Equal weight
Metals 35 3.8 34 3.8 Equal weight - Equal weight
QOil & Gas 4.4 3.6 6.1 6.5 Overweight =S Overweight
Pharmaceuticals 19 1.7 5.0 5.0 Overweight - Overweight
Power 5.6 55 4.2 42 Underweight o Underweight
Telecom 2.4 2.0 3.7 3.7 Overweight =S Overweight
Source: BOBCAPS Research, NSE
FIG 6 - TOP MIDCAP PORTFOLIO PICKS
Weights (%) Profitability (%) P/E (x)

Genrry) NIFTY 50 BMP ‘ Earnings

MIDCAP MIDCAP Difference CAGR ROE ROCE FY21E FY22E FY23E

WEIGHT WEIGHT FY20-23
Pl Industries 0.0 2.0 2.0 231 18.6 171 451 35.0 29.5
L&T Infotech 0.0 2.0 2.0 14.7 29.5 337 264 226 19.5
GSPL 0.0 2.0 2.0 (0.9 423 27.4 124 1.3 1.7
Laurus Labs 0.0 2.0 2.0 56.5 15.3 12.0 5.8 49 3.8
Vodafone |dea 2.0 37 1.7 - - - - - -
Gujarat Gas 0.0 1.5 1.5 4.4 434 28.4 26.2 18.6 171
MRF 3.0 4.0 1.0 10.6 12.3 12.2 255 19.3 17.2
Aarti Industries 0.0 1.0 1.0 18.7 19.1 12.6 32.6 24.2 19.0
TCl Express 0.0 1.0 1.0 7.4 29.5 29.0 377 27.5 252
Inox 0.0 1.0 1.0 89 1.9 0.7 - 299 16.1
Alembic Pharma 0.0 1.0 1.0 6.4 27.9 19.0 21.8 21.2 -
Manappuram Finance 2.0 3.0 1.0 12.7 28.6 59 9.0 7.5 6.8
Century Plyboards 0.0 0.8 0.8 0.8 14.6 10.3 371 20.3 17.9
Mahindra & Mahindra Financial Services 2.0 2.5 0.5 1.6 93 1.4 17.7 85 6.3
Syngene 0.0 0.5 0.5 17.2 19.9 17.3 58.9 46.7 36.8
Apollo Tyres 1.0 1.5 0.5 13.2 4.8 4.4 419 14.9 10.8
Cholamandalam Investment 23 25 0.2 12.4 14.6 1.7 23.0 12.8 10.3
CESC 1.0 1.2 0.2 2.6 14.0 10.7 6.8 59 4.7
Oil India 0.8 1.0 0.2 ©.9 13.2 9.9 73 49 4.0

Source: Bloomberg consensus estimates, NSE, BOBCAPS Research

EQUITY RESEARCH
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Extended bear run continues in both the indices

FIG7 - NIFTY 50 BEAR AND BULL RUNS
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FIG 8 - NIFTY MIDCAP 50: BEAR AND BULL RUNS
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FIG9 - SECTORAL STOCK PERFORMANCE BREAKDOWN FOR NIFTY (SINCE APR’20)
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FIG10 - SECTORAL STOCK PERFORMANCE BREAKDOWN FOR NIFTY MIDCAP 50 (SINCE APR’20)
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Midcaps rally driven by Pharma/healthcare,
250% Telecom and IT (Since Apr'20)
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FIG 11 - RELATIVE INDEX PERFORMANCE
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FIG 12 - BOBCAPS MODEL PORTFOLIO (BMP)

Earlier allocation (%) Updated allocation (%) FY20-23 Bloomberg P/E (x)

Compan Earnings

e/ NIFTY 50 BMP | NIFTY 50 BMP CAGgR ROFEY(EA(; ROCZY(;(; FY21E FY22E FY23E
Bajaj Auto 0.89 0.80 0.80 0.60 6.3 232 23 20.3 15.8 141
Eicher Motors 0.58 0.50 0.60 0.40 12.8 19.3 19.0 42.6 269 21.8
Hero MotoCorp 0.77 0.00 0.81 0.50 7.5 264 257 24.2 18.5 16.0
Mahindra & Mahindra 1.05 0.00 1.20 0.30 8.1 0.3 .4 237 17.6 15.5
Maruti Suzuki India 1.87 3.00 1.88 2.50 15.7 n.8 n.9 475 28.1 22.8
Tata Motors 0.39 0.00 0.53 0.00 (209.2) (19.6) 4.2 59 19.4 12.0
Automobiles 5.55 4.30 5.82 4.30
Grasim Industries 0.58 0.58 0.55 0.55 101 1.9 5.1 29.5 19.3 12.2
UltraTech Cement 113 113 0.93 0.93 17.2 16.0 n7z 34.8 252 19.4
Shree Cement 0.70 0.70 0.56 0.56 n7s 134 12.6 452 331 357
Cement 241 241 2.04 2.04
Larsen & Toubro 2.89 2.00 2.39 2.38 7.7 14.8 32.8 18.0 127 10.6
Infra and Construction 2.89 2.00 2.39 2.38
Asian Paints 1.90 2.00 177 1.65 12.5 27.6 25.8 739 56.6 48.2
Britannia Industries 1.00 110 0.91 0.96 16.9 324 27.8 50.7 457 409
Hindustan Unilever 3.69 4.00 391 4.22 13.9 83.8 84.3 58.0 48.8 17
ITC 4.32 4.50 345 3.62 5.7 24.6 24.9 15.3 131 12.0
Nestle India 1.57 2.00 118 1.26 8.5 66.3 67.2 60.7 53.3 54.9
Titan Company 0.93 0.40 0.95 0.93 16.2 236 17.2 1221 57.1 46.3
Consumers 13.41 14.00 1217 12.64
Bharat Petroleum Corporation 0.69 1.00 0.68 1.00 352 8.1 5.9 12.0 8.5 7.5
GAIL (India) 0.43 1.00 0.37 1.00 8.5 19.8 18.6 7.8 6.3 53
Indian Qil Corporation 0.53 1.00 0.45 1.00 40.2 (0.9 13 6.5 47 38
NTPC 119 1.20 0.97 0.90 12.0 10.1 6.0 6.4 5.4 49
Oil & Natural Gas Corporation 0.76 0.00 0.62 0.00 07 5.1 4.6 9.8 52 39
Power Grid Corporation of India 1.01 1.01 0.95 0.98 7.3 17.9 9.4 7.3 6.7 6.2
Petronet LNG 0.00 1.50 0.00 1.50 3.6 253 24.6 12.2 10.2 10.0
Reliance Industries 1.88 12.00 13.63 12.00 19.2 94 6.5 34.4 22.6 18.9
Energy 16.49 18.71 17.67 18.38
UPL 0.56 1.00 0.58 1.00 18.7 10.4 6.6 13.2 10.9 9.2
Agrochemicals 0.56 1.00 0.58 1.00
Axis Bank 218 1.00 254 1.00 37.5 24 0.8 14.3 8.6 7.2
Bajaj Finance 1.30 2.00 191 2.00 20.2 20.2 42 442 26.3 19.9
Bajaj Finserv 0.67 0.67 0.77 0.80 17.2 12.2 43 26.0 17.6 14.0
HDFC Bank 10.34 10.34 9.99 9.56 18.4 16.5 7.8 219 17.8 133
Housing Development Finance Corp 7.20 5.00 6.55 5.00 7.7 18.0 5.6 19.4 16.2 12.2
HDFC Life Insurance Company 0.00 0.00 0.86 0.00 151 20.8 - 81.4 687 58.4
ICICI Bank 5.39 6.50 5.62 6.50 28.6 8.1 3.0 20.0 14.1 10.6
Indusind Bank 0.60 0.00 0.79 0.00 10.5 14.5 52 n3 7.7 5.5
Kotak Mahindra Bank 4M 5.00 4.24 5.00 7.7 13.7 6.6 1.2 311 29.7
State Bank of India 1.55 1.00 1.68 1.00 23.0 8.7 4.0 131 7.4 52
BFSI 33.34 31.51 34.95 30.86
HCL Technologies 1.50 1.70 1.56 212 10.0 238 24.7 18.9 17 15.3
Infosys 6.35 6.35 7.03 7.56 10.0 27.8 26.0 24.4 217 19.5
Tata Consultancy Services 5.20 520 4.90 520 64 341 321 29.9 26.2 23.8
Tech Mahindra 0.82 1.00 0.95 1.50 6.7 19.2 16.5 181 154 134

EQUITY RESEARCH 9 01 October 2020



MODEL PORTFOLIO /&3 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

Earlier allocation (%) | Updated allocation (%) | FY20-23 Bloomberg P/E (x)

Compan Earnings

Ry NIFTY 50 BMP | NIFTY 50 BMP CAGgR ROFEY(;,(; ROC';Y(;S FY21E FY22E FY23E
L&T Infotech 0.00 0.40 0.00 0.40 14.5 29.5 337 26.5 22.8 19.7
Wipro 0.79 0.00 0.83 0.50 37 16.5 14.5 18.9 17.7 16.6
IT 14.66 14.65 15.27 17.28
Zee Entertainment Enterprises 0.42 0.00 0.38 0.00 2.5 5.8 6.1 18.4 12.6 10.8
Media & Entertainment 0.42 0.00 0.38 0.00
Coal India 0.74 1.00 0.58 1.00 (4.0) 57.0 50.1 6.0 49 4.8
Hindalco Industries 0.51 0.51 0.56 0.51 n5 6.5 54 12.8 7.4 6.1
JSW Steel 0.47 0.47 0.57 0.48 336 n3 7.2 319 12.2 9.1
Tata Steel 0.56 0.56 0.63 0.58 57.5 22 3.5 (364.5) 7.2 6.1
Vedanta 0.42 0.42 0.00 0.00 17.7 m4) (09 19.3 9.1 71
Mining & Steel 2.70 2.96 2.34 2.57
Cipla 0.83 1.00 0.75 1.00 20.0 10.1 84 28.8 24.9 21.6
Dr. Reddy’s Laboratories 124 1.00 1.07 1.00 233 13.2 n4 322 26.6 22.0
Laurus Labs 0.00 1.00 0.00 1.00 56.5 15.3 12.0 5.8 49 3.8
Alembic Pharmaceuticals 0.00 1.00 0.00 1.00 6.4 27.9 19.0 20.2 20.2 19.4
Sun Pharmaceutical Industries 128 1.00 116 1.00 14.4 8.7 7.8 24.7 212 18.4
Pharmaceuticals 3.35 5.00 2.98 5.00
Adani Ports and Special Economic Zone 0.63 0.00 0.55 0.00 6.7 151 10.6 17.0 13.8 12.6
Ports 0.63 0.00 0.55 0.00
Bharti Airtel 3.10 310 2.55 310 2737 - - (64.4) 29.6 17.8
Bharti Infratel 0.49 0.43 0.35 0.44 0.7 238 21.0 10.5 10.1 9.7
Telecom 3.59 3.53 2.90 3.54

Source: Bloomberg, BOBCAPS Research, NSE
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FIG 13 - BOBCAPS MIDCAP MODEL PORTFOLIO (BMP-M50)

Jun-20 Aug-20 FY20-23 Bloomberg P/E ()
Earnings

Company Mid:::; M:it:: Mid:::; M:it:: CAG?? ROII:EY(EA(; ROCII:EY(;S FYze  FYa2k Y23k
Amara Raja Batteries 1.5 1.0 1.5 1.0 8.5 18.9 18.7 235 18.3 15.9
Apollo Tyres 1.0 1.5 1.0 1.5 13.2 4.8 4.4 419 14.9 10.8
Ashok Leyland 19 1.0 24 1.0 46.3 41 52 - 28.6 16.1
Balkrishna Industries 29 3.0 27 27 15.3 19.9 16.9 31.0 257 20.8
Escorts 21 1.5 19 1.5 18.9 16.3 15.6 251 19.3 15.5
Exide Industries 1.9 2.0 19 19 6.4 124 12.8 20.3 16.2 14.0
MRF 39 4.5 3.0 4.0 10.6 12.3 12.2 255 19.3 17.2
TVS Motor 22 1.0 2.2 1.0 16.1 19.4 8.2 58.1 30.7 23.8
Automobiles 17.4 15.5 16.5 14.5

Greenpanel Ind 0.0 0.8 0.0 0.0 - 0.0 0.0 (194.8) 15.5 -
Century Plyboards 0.0 0.8 0.0 0.8 0.8 4.6 10.3 371 20.3 17.9
Building materials 0.0 1.5 0.0 0.8

The Ramco Cements 2.3 23 2.2 2.2 10.5 12.7 9.7 35.8 27.6 232
Cement 23 23 22 22

Pl Industries 0.0 2.0 0.0 2.0 231 18.6 171 451 35.0 29.5
Aarti industries 0.0 2.0 0.0 1.0 18.7 19.1 12.6 32.6 24.2 19.0
Chemicals 0.0 4.0 0.0 3.0

GMR Infrastructure 1.2 0.0 1.2 0.0 (24.9) - - 7.4 (10.8) (19.2)
Godrej Properties 22 1.0 2.1 1.0 24.4 7.3 5.5 739 55.0 35.6
Construction 34 1.0 33 1.0

Bata India 22 2.2 19 19 64 18.1 135 78.6 39.6 35.6
Jubilant Foodworks 37 37 4.0 4.0 20.5 235 19.3 129.4 63.5 52.5
Tata Consumer Products 6.6 6.6 7.9 7.9 17.6 4.3 39 53.1 439 381
Voltas 3.6 3.6 3.6 3.6 "9 12.3 1.9 50.3 332 28.6
Consumers 16.1 16.1 17.4 17.4

Bank of India 0.5 0.0 0.5 0.0 (199.8) (X)) (0.4) 23.0 7.9 4.7
Canara Bank 0.9 0.0 0.8 0.0 315 (5.0 (0.3) - 10.7 5.6
Cholamandalam Investment 2.1 2.1 23 2.5 124 4.6 17 23.0 12.8 10.3
Federal Bank 29 2.5 27 27 10.7 1.2 0.9 9.6 5.8 4.5
IDFC First Bank 1.3 1.0 1.7 1.0 (169.4) (16.9) 1.8) - 249 15.4
Indiabulls Housing Finance 1.9 0.0 1.7 0.0 17.2) 13.7 1.9 8.9 7.4 4.6
L&T Finance Holdings 1.2 1.0 11 1.0 5.6 121 1.6 10.4 6.5 54
LIC Housing Finance 2.3 1.5 23 1.5 6.2 13.9 1.2 7.5 54 4.7
/S\titl"::ga & Mahindre Financie 14 20 20 25 n6 9.3 14 177 85 63
Manappuram Finance 23 2.5 2.0 3.0 12.7 28.6 59 9.0 7.5 6.8
Max Financial Services 3.0 2.5 2.8 2.0 151 6.9 0.2 399 31.3 355
RBL Bank 2.3 2.0 2.2 1.0 37.7 5.5 0.6 17.9 8.6 5.8
REC 2.8 2.8 24 24 13.7 14.2 1.5 3.0 2.6 23
Union Bank of India 0.6 0.0 0.5 0.0 (216.8) (10.3) (0.6) 12.2 59 5.8
Financial Services 253 19.9 249 19.7

Apollo Hospitals Enterprise 37 3.0 39 3.0 30.6 13.6 9.1 (361.7) 53.1 37.2
Healthcare services 37 3.0 3.9 3.0
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Jun-20 Aug-20 FY20-23 Bloomberg P/E (x)
Earnings

Company Mid:l:; M:!t:: Mid:I:;: M:!t:: CAG?? ROII:EY(ZA(; ROC'I:EY(;S FYze  FYa2e  FY23E
Bharat Electronics 3.0 2.5 31 2.5 10.5 18.9 18.9 14.5 12.0 10.9
Bharat Forge 2.3 1.5 3.1 1.5 219 6.6 4.5 104.7 30.0 20.2
Bharat Heavy Electricals 1.3 1.0 1.2 1.0 264 4.9 (3.3) - 131 8.6
Cummins India 1.5 1.5 1.6 1.5 29 16.2 151 241 19.7 17.2
SRF 2.8 2.8 2.8 2.8 15.6 225 14.5 279 217 17.8
Industrial Manufacturing 10.9 9.3 1n7 9.3

Hexaware Technologies 11 1.0 11 1.0 6.7 23.8 235 19.7 7.7 17.8
MindTree 1.0 0.5 11 1.0 20.3 19.5 26.2 271 232 20.2
L&T Infotech 0.0 1.5 0.0 2.0 4.7 29.5 337 26.4 22.6 19.5
IT 241 3.0 2.2 4.0

TCI Express 0.0 1.0 0.0 1.0 7.4 29.5 29.0 377 27.5 252
Logistics 0.0 1.0 0.0 1.0

Sun TV Network 11 0.0 11 0.0 5.1 24.6 24.6 12.8 n7z 10.8
Inox 0.0 1.0 0.0 1.0 8.9 1.9 0.7 - 29.9 16.1
Media & Entertainment 11 1.0 11 1.0

Jindal Steel & Power 1.8 1.8 2.0 2.0 (255.8) (0.3) 37 - 1.6 8.3
National Aluminium Co. 0.8 0.8 0.8 0.8 109.5 1.3 14 20.7 ns 8.4
Steel Authority of India 0.9 0.8 1.0 1.0 (232.6) 52 5.0 (67.0) 9.4 5.6
Metals 3.5 3.4 3.8 3.8

Castrol India 1.7 1.5 1.4 1.0 - 65.3 65.4 13.9 121 -
Mahanagar Gas 1.7 1.0 1.4 1.0 4.9 29.7 29.3 15.3 10.2 9.3
Oil India 1.0 0.5 0.8 1.0 9.9 13.2 9.9 7.3 4.9 4.0
Gujarat Gas 0.0 11 0.0 1.5 4.4 434 284 262 18.6 171
GSPL 0.0 2.0 0.0 2.0 (0.9 42.3 27.4 124 1.3 n7
Oil & Gas 4.4 6.1 3.6 6.5

Glenmark Pharmaceuticals 1.9 1.5 1.7 1.5 18.4 13.3 9.8 15.9 13.8 n.6
Laurus Labs 0.0 1.5 0.0 2.0 56.5 15.3 12.0 5.8 4.9 3.8
Alembic Pharma 0.0 1.0 0.0 1.0 64 279 19.0 21.8 212 -
Syngene 0.0 1.0 0.0 0.5 17.2 19.9 17.3 58.9 46.7 36.8
Pharmaceuticals 1.9 5.0 1.7 5.0

Adani Power 0.7 0.0 0.7 0.0 - (44.5) 25 - - -
CESC 1.2 1.2 1.0 1.2 2.6 14.0 10.7 6.8 59 4.7
Tata Power 22 1.5 2.5 1.5 21.0 5.4 6.2 1 9.0 7.4
Torrent Power 1.5 1.5 1.4 1.5 29 13.0 9.7 12.2 10.8 0.0
Power 5.6 4.2 5.5 4.2

Vodafone Idea 24 37 2.0 37 (26.8) - - - - -
Telecom 24 37 2.0 37

Source: Bloomberg, BOBCAPS Research, NSE
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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 30 September 2020, out of 104 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 54 have BUY ratings, 18 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

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research 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.

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.

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.
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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.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do 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.

The research analyst(s) has not received any compensation from the subject company in the past 12 months. Compensation of the research analyst(s) is not based on

any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.

The research analyst(s) has not served as an officer, director or employee of 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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