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m Today’s top research theme

Market snapshot -

Equities - India Close Chg.% CYTD.%
Sensex 52,569 -0.9 10.1
Nifty-50 15,728 -1.0 125
Nifty-M 100 27,213 -0.4 30.6
Equities-Global Close Chg.% CYTD.%
S&P 500 4,321 -0.9 15.0
Nasdaq 14,560 -0.7 13.0
FTSE 100 7,031 -1.7 8.8
DAX 15,421 -1.7 12.4
Hang Seng 9,823 -3.2 -8.5
Nikkei 225 28,118 -0.9 2.5
Commodities Close Chg.% CYTD.%
Brent (US$/Bbl) 75 1.1 46.3
Gold ($/02) 1,803 0.0 -5.0
Cu (USS/MT) 9,288 -1.4 19.9
Almn (USS/MT) 2,424 -2.2 22.8
Currency Close Chg . % CYTD.%
USD/INR 74.7 0.1 2.3
USD/EUR 1.2 0.5 -3.0
USD/JPY 109.7 -0.8 6.3
YIELD (%) Close 1MChg CYTD chg
10 Yrs G-Sec 6.1 -0.04 0.3
10 Yrs AAA Corp 6.9 -0.10 0.4
Flows (USD b) 8-Jul MTD CY21
Flls -0.07 -0.14 8.02
Dlls -0.13 0.24 -0.07
Volumes (INRb) 8-Jul MTD*  YTD*
Cash 609 643 783
F&O 104,930 55,937 43,858

Note: *Average

India Strategy | Preview 1QFY22: Vaccinated to grow!

** FY22 commenced with an odd sense of déja vu as the second COVID-19 wave
swept across the country over Apr—May’21, resulting in localized lockdowns
and restrictions The pace of vaccinations has also picked up — India
administered 4m vaccines daily, on average, in Jun’21, double the average of
2m vaccines daily in May’21; this is expected to improve further on increased
availability. The equity markets have largely looked through the turbulent
period of April/May’21 and have shown strong resilience, with indices trading
near alltime highs.

»  We expect PBT/PAT to grow 110%/114% for the MOFSL Universe in 1QFY22.
Sequentially, though, earnings should moderate 19% each for both the MOFSL
Universe and the Nifty. The MOFSL Universe is expected to post a PBT/PAT
CAGR of 12%/15% over 1QFY20-1QFY22. On a two-year basis, Metals,
Technology, and Private Banks are likely to contribute 104% to incremental
1QFY22 PAT v/s 1QFY20

«» Nifty sales/EBITDA/PBT/PAT should grow 48%/38%/89%/94% YoY in 1QFY22E.
Over 1QFY20-1QFY22, the Nifty should post a sales/EBITDA/PBT/PAT CAGR of
2%/11%/12%/16%.

+ Marginal downward revision in Nifty FY22 EPS: Nifty FY22E EPS estimates have
seen a downgrade of 2% to INR733 (prior: INR748), while FY23 EPS is stable at
INR868 (prior: INR870). As the economy reopens and vaccinations gain
momentum, demand recovery could strengthen. We expect earnings to
accelerate and estimate an FY21— 23 CAGR of 26% for Nifty EPS.
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Cos/Sector Key Highlights

India Strategy (Preview 1QFY22) Vaccinated to grow!

TCS (1QFY22 Result) Robust core growth and deal wins to drive expansion

Individual WRP for private players grows ~16% YoY

India Life |
ndia Lite fnsurance (two-year CAGR of 4%) in Jun’21

m Chart of the Day: India Strategy | Preview 1QFY22 (Vaccinated to grow!)

Metals, Autos, O&G to lead aggregate earnings growth on the back of low base
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Research Team (Gautam.Duggad@MotilalOswal.com)
Investors are advised to refer through important disclosures made at the last page of the Research Report.

Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital.
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Cabinet clears X23,123 crore
emergency response package
to fight Covid

To tackle the Covid-19 pandemic,
the Union Cabinet has approved a
new emergency response package
worth 223,123 crore, following
the first meeting of Prime Minister
Narendra Modi's revamped
cabinet on Thursday. Addressing a
press briefing, India's new health
minister Mansukh Mandaviya...

Mumbai airport passenger
volumes up 60% in June
Passenger traffic at the city's
Chhatrapati Shivaji Maharaj
International Airport (CSMIA),
which was hit by the second
wave of the pandemic in the
early part of the year, gathered
pace in June with passenger
volume logging around 60 per
cent growth in the previous
month...

In the news today

Q Kindly click on textbox for the detailed news link

RBI advises lenders to prepare for Libor shift

The Reserve Bank of India (RBI) on Thursday issued an advisory to banks
and other financial institutions, asking them to be prepared for the year-
end transition from the London Interbank Offered Rate (Libor). India’s
exposure to borrowings linked to the benchmark is estimated to be
around $331 billion, Mint reported in January. “With the objective of
orderly, safe and sound Libor transition and considering customer
protection, reputational and litigation risks involved, banks and financial

institutions are encouraged to cease, and also encourage their customers

to cease, entering into new financial contracts that reference Libor as a
benchmark and instead use any widely accepted alternative reference
rate (ARR), as soon as practicable and in any case by 31 December,...

Smartphone makers ask
Indian retailers to brace for
supply shortage

Samsung India smartphone sales
team has been informing retailers
verbally that there could be up to
70% shortfall in supplies of
handsets in July due to severe
shortage of semiconductor chips
and components. Supplies from
brands like Apple, HP, Lenovo, Dell,
Xiaomi, OnePlus and Realme too
are badly affected,...

RE capacity addition to
improve to 11GW in FY22,
may see Rs 3.5 tn investment
in next 4 years: ICRA
Renewable energy capacity
addition in India is likely to
improve to 11 GW in 2021-22
though the solar bid tariffs could
go up amid rising module prices,
ICRA said on Thursday. "While
there is a slowdown in
renewable energy (RE)...

Private equity inflows jump
118% in H1 to $11.82 billion
Private equity investment inflows
to domestic firms soared two-fold
in the first half of 2021 to USD
11.82 billion over the year-ago
period when the whole world was
under lockdowns due to the first
wave of the killer virus, show
industry data. Fund inflows
jumped over 77 per cent in the
second quarter of 2021 to USD
7.55 billion compared to USD
4.26 billion in the first quarter,
according to the data collated by
Refinitiv, the London Stock
Exchange Group's financial
markets data and insights arm.
However,...
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India Strategy

BSE Sensex: 52,569

Nifty 50: 15,728

MoTILAL OswAlL

MOFSL Universe earnings

PAT growth YoY (%)

17.3

30.8

83.1

Sep-20

Dec-20

Mar-21

113.6

June-21E

Vaccinated to grow!

Earnings set to accelerate; macro backdrop improving

m FY22 commenced with an odd sense of déja vu as the second COVID-19 wave
swept across the country over Apr—May’21, resulting in localized lockdowns and
restrictions. Nonetheless, after peaking in May’21, active COVID cases have
already declined 88% from the peak and restrictions are gradually being eased
since Jun’21. The pace of vaccinations has also picked up — India administered
4m vaccines daily, on average, in Jun’21, double the average of 2m vaccines
daily in May’21; this is expected to improve further on increased availability. The
equity markets have largely looked through the turbulent period of
April/May’21 and have shown strong resilience, with indices trading near all-
time highs — buoyed by best-in-decade earnings delivery in FY21 and the
expectation of an even better FY22. The midcap and smallcap indices have
sharply outperformed the Nifty and reset several benchmarks, as discussed in
our recent strategy note. The primary markets are also seeing a flurry of activity
with several IPOs lined up. Amid this positive setup, rising commodity costs,
higher inflation prints, and a potential rate increase are key headwinds.

m Corporate commentary has turned positive once again from Jun’21. Several
high-frequency macro indicators have also recovered — such as power
consumption, e-way bills, exports, and auto fuel demand. Quarter-end updates
from several corporates (such as HDFC Bank, Bajaj Finance, Marico, GCPL, Titan,
and DMart) indicate a healthy revival in Jun’21 after a subdued April and May.

m After FY21 ended with a solid 15% EPS growth, we expect FY22 to commence
with a bang and expect a further buildup over the remainder of FY22. 1QFY22
earnings are estimated to be strong despite the restrictions imposed, albeit
benefitting from the deflated base of 1QFY21. Even on a two-year CAGR basis,
we expect double-digit earnings growth owing to the resilience seen in
underlying economic activity. The key drivers of the 1Q performance are: a)
Metals — this would be on the back of a strong pricing environment and higher
exports to offset the decline in domestic volumes; b) IT —the strong
performance would continue as we expect median USD organic growth of 3.3%
CC QoQin 1QFY22 on the back of a strong demand environment and healthy
YoY margin expansion; c) BFSI — despite muted asset growth, lower provisioning
costs would drive strong earnings YoY; and d) Consumer — it is expected to post
a healthy performance with 23—-25% EBITDA/PAT growth, despite rising
commodity cost pressure.

m Nifty / MOFSL Universe to see 114%/94% YoY profit growth in 1QFY22: We
expect PBT/PAT to grow 110%/114% for the MOFSL Universe in 1QFY22.
Sequentially, though, earnings should moderate 19% each for both the MOFSL
Universe and the Nifty. The MOFSL Universe is expected to post a PBT/PAT
CAGR of 12%/15% over 1QFY20—1QFY22. On a two-year basis, Metals,
Technology, and Private Banks are likely to contribute 104% to incremental
1QFY22 PAT v/s 1QFY20. Nifty sales/EBITDA/PBT/PAT should grow
48%/38%/89%/94% YoY in 1QFY22E. Over 1QFY20-1QFY22, the Nifty should
post a sales/EBITDA/PBT/PAT CAGR of 2%/11%/12%/16%. The MOFSL Universe,
ex-OMCs and Financials, is expected to post a 350bp YoY expansion in operating
margins to 23%.
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OW on IT, BFSI, Metals, Cement
and Capital Goods; UW on
Energy, Utilities and Telecom;

Neutral on Consumer, Auto &
Healthcare; increased allocations
in— SBI Life, Tata Consumer.
Introduced GCPL, SAIL, Solara,
Deepak Nitrite & KEC

Sectoral PAT growth quarter
ended Jun’21 (%, YoY)

Auto LP
Metals LP
Cap. Goods LP
Cons. Durables 135
MOFSL Univ. I 114
Cement 95
Banks-PSU 89
Media 77
Staffing 66
Chemicals-Spec 63
Infra 56
Oil & Gas 36
Banks-PVT 28
Technology 25
Consumer 25
Utilities 21
Healthcare 14
NBFC 13
Life Ins.-25
Retalloss
Telecotross
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INDIA

Marginal downward revision in Nifty FY22 EPS: Nifty FY22E EPS estimates have
seen a downgrade of 2% to INR733 (prior: INR748), while FY23 EPS is stable at
INR868 (prior: INR870). As the economy reopens and vaccinations gain
momentum, demand recovery could strengthen. After best-in-decade EPS
growth of 15% in FY21, we expect earnings to accelerate and estimate an FY21—
23 CAGR of 26% for Nifty EPS. This would be driven by Metals, BFSI, IT, and
Auto, which are likely to account for 29%, 31%, 11%, and 8%, respectively, of
incremental earnings in FY22. For the MOFSL Universe, we are building in
chunky 35% earnings growth in FY22. The market faces headwinds from the
advent of a possible third COVID wave, persistent inflation readings prompting a
potential rate increase, and volatility around the US Fed taper talk.

Key model portfolio changes: Our model portfolio construction reflects our
growing conviction in accelerating the earnings trajectory, led by cyclicals.
However, given the recent sharp outperformance of midcap and smallcap
indices, we have shifted some of the weight from the midcaps to largecaps,
wherein we are finding better relative value. We maintain our OW stance on
BFSI, IT, Metals, Cement, and Capital Goods. We maintain our Neutral positions
in Consumer, Auto, and Healthcare. We remain UW on Energy and Utilities and
reduce weight in Telecom. We add further weight to Capital Goods. In BFSI, we
increase allocation in SBI Life, which has delivered steady improvement in
operating metrics over FY21, while trading at attractive valuations of 2.1x FY23E
EV, the cheapest in the Life Insurance space. In Consumer, we introduce Godrej
Consumer — for which our Consumer team has upgraded the rating to BUY post
the management change. We add further weight in Tata Consumer. In Capital
Goods, we introduce KEC. We like KEC’s diversification strategy into the
Railways and Civil segments, leading to decreasing concentration risk from the
Power T&D segment. In Metals, we replace JSPL with SAIL — we expect a
significant debt reduction in SAIL, with net debt/EBITDA expected to decline to
~1.1x by Mar’23E. Among the midcaps, we introduce Solara, Deepak Nitrite,
and Orient Electric.

Top picks

Largecaps: ICICI Bank, SBI, Infosys, HCL Technologies, UltraTech, M&M, HUVR,
Titan, Divi’s Labs, SAIL, SBI Cards

Midcaps: Max Financials, Chola Finance, JK Cements, Indian Hotels, Deepak
Nitrite, L&T Technology, Endurance Tech, Orient Electric, Solara, ABFRL

Key sectoral trends/highlights

The Metals Universe should post a two-year PAT CAGR of 128%, aided by strong
price realization and higher exports. Although the recent measures taken by the
Chinese government have cooled down steel prices, these are still higher v/s
QoQ. The Metals Universe would post the highest absolute profits in 1QFY22 at
INR339b, representing 13% growth QoQ.

MOFSL Technology Universe is likely to post median USD organic growth of
3.3% CC QoQ in 1QFY22. Despite the high base effect in 2HFY21, a strong
demand environment and deal wins should result in continued strength across
largecap and midcap IT companies (with a few exceptions). We expect Tier | IT
to grow at 4.3% QoQ in USD terms. In the Midcap IT space, we expect COFORGE,
MTCL, and PSYS to lead revenue growth. We are expecting 25% PAT growth for
the universe.

The Private Banks Universe should report 6%/31%/28% YoY growth in
PPOP/PBT/PAT. The two-year profit CAGR over 1QFY20-1QFY22 should stand at
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14%. Earnings may be impacted by high credit cost and likely moderation in
business growth / fee income, offset by lower opex.

m  Our NBFC Coverage Universe is likely to post PBT/PAT growth of 19%/13% YoY.
The two-year PAT CAGR stands muted at 8%. Across product segments,
disbursements are likely to be muted due to the lockdown. We expect credit
costs to be front-ended in 1HFY22 and estimate steady recovery in both demand
/ asset quality through 2HFY22. Collection efficiency (CE) is likely to be higher for
housing financiers, relative to other segments. For Vehicle Financiers and MFls,
we expect CE to be in the range of 70-90%.

m PSU Banks would deliver NII/PPOP growth of 7%/6% YoY and PAT growth of
~89% YoY (on a low base). Within PSBs, we expect SBIN to report a healthy
performance, supported by recoveries and modest opex.

m The Consumer Universe is expected to report sales/EBITDA/PAT growth of

and Nifty earnings 19%/23%/25% YoY (-2% profit CAGR over 1QFY20-1QFY22), aided by a low

to post a healthy base. 16 of 18 companies are expected to post double-digit growth in sales YoY.

15 & 16% earnings Britannia is an exception due to the high base of 1QFY21. Most companies
CAGR over would experience some degree of material cost inflation and — despite price
1QFY20-22 increases taken during the quarter — are likely to experience gross margin
pressure.

m  Our Auto Universe is expected to post profits on an aggregate basis despite the
impact of the regional lockdowns seen over Apr—May’21. On a two-year CAGR
basis, wholesale volumes grew robustly for Tractor (+7% CAGR; -8% QoQ), while
PV posted a 7% CAGR decline (-26% QoQ). Declines were also seen in 2W (-24%
CAGR; -38% QoQ), LCV (-9% CAGR; -16% QoQ); and M&HCV (-38% CAGR; -66%
QoQ). The EBITDA margin is likely to decline 420bps QoQ on higher commodity
prices and operational deleverage.

m The Healthcare Universe is expected to see continued strong earnings
momentum — it would grow 14% YoY, resulting in the sixth consecutive quarter

Led by Metals,
MOFSL Universe

Sectoral sales growth quarter
ended Jun’21 (%, YoY)

Auto 112 of strong double-digit earnings growth YoY. 11 of 21 companies in our Coverage
Metals 99 Universe are expected to post double-digit YoY profit growth.
Chemicals-Spec 66 m The Cement Universe should report a two-year EBITDA/PBT/PAT CAGR of
0Oil & Gas 64 1%/8%/7%. EBITDA margins are likely to decline 50bps to 23.1% QoQ (from
Cement 61 23.6% in Mar’21). Demand declined over Apr—May’21, while June saw a strong
Retail 52 uptick in demand, led by the gradual unlock and the easing of restrictions on
Cons. Durables 49 movement.
MOFsL Univ. Il 47 m The Oil and Gas Universe should post a two-year sales/EBITDA/PAT CAGR
Cap. Goods 45 decline of 7%/3%/5%. All companies, except GSPL, are likely to post QoQ decline
Media 36 .
. in PAT.
Life Ins. 25

m The Consumer Durables Universe should report a two-year sales/EBITDA/PAT

St‘:fi:; 12 CAGR decline of 14%/25%/25%. However, the recent lockdowns were not as
Consumer 19 disruptive as last year’s nationwide lockdown. Hence, on a YoY comparison,

Utilities 18 sales are likely to be up 49%.

Infra 17 m The Telecom Universe should report loss for the 16™ straight quarter, largely led

Technology 17 by Vodafone Idea.
Healthcare 12 m The Capital Goods Universe should report profit of INR18b v/s loss of INR6b in
Banks-PVT 12 1QFY21. However, the two-year PAT CAGR is likely to decline 6%. BEL and L&T
Banks-PSU || 7 are likely to post modest two-year PAT CAGRs of 10% and 3%, respectively.

Telecom | 3 m The Utilities Universe should see PBT/PAT growth of 35%/21% YoY, aided by a

low base.

Sources of exhibits in this report include Bloomberg, Sebi, NSE, Capitaline, companies, and MOFSL’s database
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9 July 2021
1QFY22 Results Update | Sector: Technology

TCS

Estimate change
TP change
Rating change

111

CMP: INR3,257

TP: INR3,400 (+4%) Neutral

Robust core growth and deal wins to drive expansion

Motilal Oswal values your support in the
Asiamoney Brokers Poll 2021 for India
Research, Sales, Corporate Access and
Trading team. We request your ballot.

POLL

Bloomberg TCSIN
Equity Shares (m) 3,752
M.Cap.(INRb)/(USDb) 12048.2 / 161.3
52-Week Range (INR) 3399/2126
1, 6, 12 Rel. Per (%) 1/-3/2
12M Avg Val (INR M) 10531
Free float (%) 27.8
Financials & Valuations (INR b)

Y/E Mar 2021 2022E 2023E
Sales 1,642 1,905 2,214
EBIT Margin (%) 259 263 265
PAT 335 397 466
EPS (INR) 86.7 107.2 125.7
EPS Gr. (%) 0.6 23.6 17.3
BV/Sh. (INR) 231 247 262
Ratios

ROE (%) 380 446 494
ROCE (%) 332 375 412
Payout (%) 1121 750  75.0
Valuations

P/E (x) 37.5 30.3 25.9
P/BV (x) 14.1 13.2 12.4
EV/EBITDA (x) 26.0 21.8 18.7
Div Yield (%) 3.0 2.5 2.9

Shareholding pattern (%)

As On Mar-21 Dec-20 Mar-20
Promoter 72.2 72.1 72.1
DIl 7.9 7.8 8.1
Fll 15.6 15.9 15.7
Others 4.3 4.3 4.1

Fll Includes depository receipts

Valuation continues to factor in performance

Tata Consultancy Services (TCS) reported revenue growth of 2.4% QoQ CC in
1QFY22, below our estimate of 3.6%. This was primarily due to sharp de-
growth in its India business (-14.1% QoQ) on account of the second COVID
wave. Excluding the impact in regional markets, core business growth of
4.1% QoQ CC was broadly in-line. The EBIT margin at 25.5% (marginally
above our estimates) declined 130bp QoQ, primarily due to annual wage
hikes (170bp impact).

TCS delivered another quarter of strong deal wins (USD8.1b), with a book-
to-bill ratio of 1.3x, despite the absence of any mega deals. TCS has
consistently reported a book-to-bill ratio above 1.0x, without support from
USD500m+ deals (4QFY21 record TCV comprised just one such deal). We see
this as positive for the company as it should improve growth visibility.
Consistent performance from TCS, post the initial phase of the COVID
pandemic, indicates continued strength in the tech spending environment,
along with its ability to capture outsized market share. Management
commentary on enterprise demand, especially cloud, implies a positive
outlook for peers as well.

We see LTM attrition increasing 140bp QoQ as an indication of elevated supply
constraints in the industry and expect this to be visible in TCS’ peers as well.
Additionally, the company’s hiring streak has continued (the highest ever net
employee additions of 20.4k QoQ / 65.3k YoY), indicating a robust demand
environment. It further instills the confidence that this trend would persist.

We expect TCS to be relatively better positioned (v/s the sector) to leverage
the acceleration in large deals as clients increase their spending on cloud.
Backed by strong deal wins and continued momentum in the Cloud and
Data spaces, we expect the company to deliver a ~15% USD growth CAGR
over FY21-23E.

TCS reported OCF/PAT of 114% and FCF/PAT of 108% on good working
capital management, indicating the ability to generate strong cash flow.

We have marginally changed our EPS estimates. While we continue to be
positive on the company, we remain Neutral on the stock given the elevated
multiples. Our TP of INR3,400 implies 27x FY23E EPS.

Revenue miss on India decline, in-line margins

For 1QFY22, (a) USD revenue grew 21.6% YoY (v/s est. 22.8% YoY), (b) INR
revenue grew 18.4% YoY, (c) EBIT was up 28% YoY (in-line), and (d) PAT rose
28% YoY (est. 32.5% YoY).

CC revenue was up 2.4% QoQ, below our estimate of 3.6% QoQ CC. On a
YoY basis, revenue was up 16.4% YoY CC.

Industry Verticals (ex-Regional Markets) grew 4.1% QoQ and 18.5% YoY in
CC terms.

USD revenue was up 2.7% QoQ v/s our estimate of 3.8% QoQ. On a YoY
basis, USD revenue was up 21.6% YoY.
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Growth was broad-based across verticals, led by Lifesciences and Healthcare
(+7.3% QoQ, +25.4% YoY), followed by Retail & CPG (+4.4% QoQ, +21.7% YoY).
BFSI (+3.1% QoQ, +19.3% YoY), Manufacturing (+4.8% QoQ, +18.3% YoY),
Technology & Services (+5% QoQ, +12.3% YoY), and Communications & Media
(+1.7% QoQ, +6.9% YoY) also posted significantly improved performances.
Growth was dominated by continental North America (+4.1% QoQ CC); the UK
also saw healthy growth of 3.6% QoQ CC. Continental Europe was up 1.5% QoQ.
The second COVID wave impacted sequential growth in India (-14.1% QoQ,
+25.3% YoY).

Weakness in India was due to the underperformance of the Platform ION and
Public Sector Projects businesses. The total impact of the same stood at
INR3.5b. Some recovery was seen in June.

Overall TCV stood at USD8.1b, down 12% from the peak of 4Q.

The EBIT margin came in at 25.5% (est. 25.2%; down 130bp QoQ), largely led by
the impact (of 170bp) of a second wage hike.

PAT was up 28% YoY to INR9Ob, implying a 3% miss on our estimates.

1Q saw the highest net additions of employees — 20.4k QoQ to reach 509,058 —
despite the higher base of the previous quarter.

LTM attrition inched up 140bp QoQ to 8.6%.

Net cash from operations increased 11% YoY to INR102.9b (i.e., 114.3% of net
income). Free cash flow rose 12.4% YoY to INR97.5b (i.e., 108% of net income).
Total cash and equivalents by the end of the quarter stood at INR545b.

TCS announced dividend per share of INR7.

Key highlights from management commentary

TCS reported strong TCV of USD8.1b, of which USD2.2b was in BFSI and USD1.5b
in Retail (highest ever for the second sequential quarter). North America
reported TCV of USD4b.

Growth was broad-based across verticals and geographies, led by Lifesciences
and Healthcare. BFSI was powered by increasing investments, while Retail &
CPG bounced back on Discretionary Retail and a portion of Hospitality & Travel
starting to show recovery. The impact of the second wave led to 14% sequential
decline for India. However, the management stated this was temporary and
revenues would return.

Going forward, growth revival would aid margin expansion. However, the
management expects some of the discretionary expenses to return to pre-
COVID levels, offsetting the expansion. The management guided for stable
margins in FY22.

Valuation and view — rich multiples justified

IT Services has entered into a technology upcycle, with cloud- and data-driven
deals coming into the market.

Given TCS' size, capabilities, and portfolio stretch, it is rightly positioned to
leverage expected industry growth.

The company has consistently maintained its market leadership and shown best-
in-class execution. This gives the company continued room to increase its
margin, while demonstrating industry-leading return ratios.

Our TP implies 27x FY23E EPS. While we remain positive on the company, we
maintain Neutral given the rich multiples.
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Quarterly Performance (IFRS) (INR b)
Y/E March FY21 FY22E FY21 FY22E Est. VAS.
1Q 2Q 3Q 4Q 1Q 2QE 3QE 4QE 1QFY22 (% / bp)
IT Services Revenue (USD m) 5,059 5,424 5,702 5,989 6,154 6,399 6,506 6,698 22,174 25,758 6,216 -1.0
QoQ (%) -7.1 7.2 5.1 5.0 2.8 4.0 1.7 3.0 0.6 16.2 3.8 -104bp
Overall Revenue (INR b) 383 401 420 437 454 470 481 499 1,642 1,905 458 -0.9
QoQ (%) -4.1 4.7 4.7 4.0 3.9 3.6 2.4 3.6 4.8 -91bp
YoY (%) 0.4 3.0 5.4 9.4 185 17.2 146 142 4.6 16.0 19.5 -104bp
GPM (%) 39.4 409 416 41.2 404 411 415 415 40.8 41.1 40.2 17bp
SGA (%) 158 147 150 144 148 148 148 149 15.0 14.8 15.0 -15bp
EBITDA 100 115 122 128 127 134 139 143 465 543 125 1.0
EBITDA Margin (%) 26.2 287 291 293 279 285 289 287 28.4 28.5 27.4 51bp
EBIT 920 105 112 117 116 124 129 133 425 501 115 0.4
EBIT Margin (%) 236 26.2 266 26.8 255 26.3 26.7 26.6 25.9 26.3 25.2 32bp
Other income 5 7 5 8 6 8 8 8 25 30 9 -37.2
PBT 95 113 117 125 122 132 137 141 450 531 125 -2.4
ETR (%) 258 248 254 259 258 25.0 25.0 25.0 25.5 25.2 25.0 75bp
Adj. PAT 70 85 87 93 920 99 103 106 335 397 93 -3.4
Exceptional items 0 -10 0 0 0 0 0 0 -10 0 0
Reported PAT 70 75 87 93 920 99 103 106 326 397 93 -3.4
QoQ (%) -12.9 6.5 16.3 6.4 -2.7 9.4 3.8 3.1 0.7 -338bp
YoY (%) -13.5 -6.9 72 147 281 316 175 139 0.4 22.0 32.6 -445bp
EPS (INR) 18.7 199 232 250 244 266 27.7 285 86.7 107.2 25.2 -3.2
Key Performance Indicators
Y/E March FY21 FY22E FY21 FY22E
1Q 2Q 3Q 4Q 1Q 2QE 3QE 4QE

Revenue (QoQ CC %) -6.3 4.8 4.1 4.2 2.4 -0.8
Costs (% of revenue)
COGS 60.6 59.1 58.4 58.8 59.6 58.9 58.5 58.5 59.2 58.9
SGA 15.8 14.7 15.0 14.4 14.8 14.8 14.8 14.9 15.0 14.8
Margins
Gross Margin 39.4 40.9 41.6 41.2 40.4 41.1 41.5 415 40.8 41.1
EBIT Margin 23.6 26.2 26.6 26.8 25.5 26.3 26.7 26.6 25.9 26.3
Net Margin 18.4 21.1 20.8 21.2 19.9 21.0 21.3 21.2 20.4 20.9
Operating metrics
Headcount (k) 444 454 469 489 509 489
Attrition (%) 11.1 8.9 7.6 7.2 8.6 7.2
Deal Win TCV (USD b) 6.9 8.6 6.8 9.2 8.1 31.5
Key Verticals (YoY CC %)
BFSI -4.9 -1.1 2.4 13.3 19.3 2.4
Retail -12.9 -5.7 -5.1 -0.9 21.7 -6.2
Key Geographies (YoY CC%)
North America -6.1 -3.0 -0.2 5.9 15.8 -0.9
UK -8.5 -8.1 -1.6 1.0 16.3 -4.3
Continental Europe 2.7 3.7 3.6 11.7 19.7 5.5
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Individual WRP and YoY growth (%)

POLL

Individual WRP for private players grows ~16% YoY (two-year
CAGR of 4%) in Jun’21

Individual Jun'21 YoY

WRP, INR m growth
Grand Total 58,182 10.0%
Total Public 22,714 1.4%

Total Private 35,468 16.4%
SBI Life 7,180 12.5%
HDFC life 5,693 -0.3%
ICICI Prudential 4,416 42.9%
Max Life 4,152 17.2%
Tata AIA 2,758 12.7%
Bajaj Allianz 2,264  40.6%
Birla Sun Life 1,771  10.1%
Kotak Life 1,096 -5.1%
PNB MetLife 960 4.9%

Source: IRDAI, LIC Council, MOFSL

LIC grows ~1% YoY (two-year CAGR of 4.4%), market share of private players
grows ~59% over 1QFY22

B Individual weighted received premium (WRP) for private players grew 16.4% YoY in
Jun’21 (two-year CAGR of 4%; +5% in May’21), while the industry posted a growth of
10% YoY (two-year CAGR of 4.2%; -9% in May’21). In 1QFY22, Individual WRP for
private players grew 26.3% YoY (two-year CAGR of -1.4%). The same for the industry
grew 16.4% YoY (two-year CAGR of -2.4%).

B Among listed players, IPRU posted a strong growth of ~43% YoY in Jun’21 (two-year
CAGR of -10.1%) v/s a decline of 44% YoY in Jun’20. MAXLIFE reported a growth of
~17% YoY (two-year CAGR of 15.2%), while SBILIFE grew 12.5% YoY (two-year CAGR of
3.4%) v/s a decline of 5% YoY in Jun’20. HDFCLIFE posted flattish growth (two-year
CAGR of -1.7%) v/s a decline of 3% YoY in Jun’20.

B Among midsized players, Bajaj Allianz reported a strong growth (41% YoY, two-year
CAGR of 26.4%), while players like Tata AIA/Birla Sun Life grew 13%/10% YoY (two-
year CAGR of 15.3%/12.8%). Kotak Life reported a decline of 5% YoY (two-year CAGR
of +8.3%) v/s a growth of 24% YoY in Jun’20.

B LIC reported flattish growth (~1.4% YoY, two-year CAGR of 4.4%; -22% in May’21) in
Individual WRP. During 1QFY22, LIC’s Individual WRP grew 4.3% YoY (two-year CAGR
of -3.8%).

B Although the second COVID wave and lockdown in key states impacted growth in
May’21, we have seen a gradual pickup in Jun’21 across most players. With further
easing of restrictions and opening up of the economy, we expect premium growth to
see a strong traction over FY22, with a continued focus on Non-PAR/Annuity, while
ULIP will witness a gradual recovery. Our top ideas are MAXLIFE and IPRU.

Individual WRP market share for private players expands to 61% in Jun’21
Individual WRP market share for private players expands 470bp MoM to 61% in
Jun'21. Over 1QFY22, LIC's market share stood at 42%. In 1QFY22, SBILIFE (11.2%)
remained the largest private insurer in terms of individual WRP, followed by
HDFCLIFE (10.6%) and IPRU (7.7%). On an unweighted basis, HDFCLIFE was the
largest private insurer, with a market share of 7.2%, followed by SBILIFE (6.3%) and
IPRU (4.9%).

Performance of key private players

The combined market share of listed players — SBILIFE, HDFCLIFE, MAXLIFE, and

IPRU —on an Individual WRP basis stood ~60.5% in Jun’21. Tata AIA, Bajaj Allianz,

and Birla Sun Life are firmly positioned in the 5-7th slot among large private insurers

on an Individual WRP basis. Among key listed players, on an Individual WRP basis —

m  HDFCLIFE reported a decline of -0.3% YoY (+21.8% YoY in 1QFY22); total
unweighted premium grew 25.2% YoY (+43.8% YoY in 1QFY22).

m  SBILIFE reported a growth of 12.5% YoY (+32.5% YoY in 1QFY22); total
unweighted premium grew 17.6% YoY (+9.3% YoY in 1QFY22).

m IPRU reported a growth of 42.9% YoY (+43.7% YoY in 1QFY22); total unweighted
premium grew 123.7% YoY (+70.6% YoY in 1QFY22).

m  MAXLIFE reported a growth of 17.2% YoY (+33.8% YoY in 1QFY22); total
unweighted premium grew 21.3% YoY (+37.8% YoY in 1QFY22).
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4 Tata Power: Looking at entire renewable range; committed to

i clean energy; Praveer Sinha, MD & CEO

m Looking at entire renewable range; we are committed to clean energy

m Expect to see a lot of consolidation in the renewable space. 450 GW is a huge target
for renewable energy in India

m  Each GW of renewable power needs investment of Rs. 5000 crore. Cash flows for
renewable projects is very good in the initial years

m Odisha discoms have been doing very well. Will use internal cash flow to fund
renewable expansion

Challenge is public EV charging where utilisation is still low
Expect to see improved returns in EV charging over the next few years

9 Read Mmre_}

Indian Hotels: Leisure destinations doing well, expect better
margins once things improve; Puneet Chhatwal, MD & CEO
Situation much better now than earlier. Witnessing strong revenge leisure travel
Occupancies have crossed beyond 50% over last few weeks

Staycations in Mumbai, Delhi & Bengaluru have begun well

Have achieved 80% of aspiration for 2022

Launched 70 new contracts in last 3 years; will open 12 hotels this year

Margin will be much better once things improve as company has cut costs

'9 Read Mc:r?_'}

Brigade Enterprise: Ramp up in bookings now is much better and
back to January levels; Nirupa Shankar, ED

m Q1 sales have been much better YoY. QIP funds will be used for growth capital

m Residential debt is lower than malls, office debt. Debt-equity has fallen below 1x
m  Alot of hiring is done in IT sector despite COVID. There is latent demand from IT
sector especially because of WFH

Company will be buying lands in Chennai, Bengaluru

Hospitality segment saw occupancies in low teens in Q1FY22 due to COVID
Ramp up in bookings now is much better and back to January levels

Had to give rental waivers to retailers in the mall business. Used slab-based
structure for rentals

m Have not seen any decline in office rentals. There are enquiries by MNCs for larger
office spaces
m Footfalls in malls after COVID 2.0 is double of that seen post COVID 1.0

@ Read Mnre_'}
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Index 1 Day (%) 1M (%) 12M (%) Index 1 Day (%) 1M (%) 12M (%)
Sensex -0.9 0.6 44.7 Nifty 500 -0.7 0.3 54.0
Nifty-50 -1.0 -0.1 46.9 Nifty Midcap 100 -0.4 0.6 77.8
Nifty Next 50 -0.2 -0.6 47.7 Nifty Smallcap 100 0.0 3.1 106.6
Nifty 100 -0.8 -0.2 47.0 Nifty Midcap 150 -0.4 1.2 76.5
Nifty 200 -0.8 -0.1 50.4 Nifty Smallcap 250 0.0 4.1 105.6
Company 1 Day (%) 1M (%) 12M (%) Company 1 Day (%) 1M (%) 12M (%)
Automobiles -0.9 -3.8 48.1 IIFL Wealth Mgt 0.9 3.4 24.4
Amara Raja Batt. 0.0 -2.4 5.7 PNB Housing 5.0 -15.4 2329
Ashok Leyland 0.4 -4.5 138.1 Repco Home -0.9 -1.6 182.0
Bajaj Auto -2.6 -4.5 42.9 SBI Life Insuran 0.7 4.2 20.0
Bharat Forge 0.3 6.7 123.3 Shriram City Union 3.1 4.1 154.5
Bosch -1.5 -3.7 13.2 Shriram Trans. -0.9 -3.9 93.7
CEAT -0.2 -1.3 46.0 Capital Goods -0.4 -1.4 74.3
Eicher Motors 0.7 -1.2 40.9 ABB -2.4 1.4 80.3
Endurance Tech. -0.8 7.7 78.0 Bharat Elec. -1.1 18.2 74.6
Escorts -0.2 -0.3 10.4 BHEL -1.3 -11.6 62.6
Exide Inds. 0.3 -6.7 18.5 Cummins -0.1 6.2 110.7
Hero Motocorp -0.5 -5.1 6.7 Engineers India 13 -9.1 9.6
M&M -0.2 -3.9 41.0 K E CIntl -1.9 34 52.3
Mabhindra CIE -2.6 3.5 101.2 L&T -1.0 -3.0 59.5
Maruti Suzuki -0.7 0.9 22.5 Siemens -0.1 -4.6 74.1
Motherson Sumi -1.4 -8.1 140.2 Thermax -1.2 -4.7 89.7
Tata Motors -3.4 -13.2 190.5 Consumer Durables -0.2 1.7 70.9
TVS Motor Co. -0.9 -7.5 55.6 Blue Star 0.3 2.7 75.7
Banks-Private -1.3 0.0 48.5 CG Cons. Elec. -2.0 9.0 83.6
AU Small Fin. Bank 1.4 13.2 76.2 Havells 0.8 -0.9 76.7
Axis Bank -1.1 1.1 69.9 Voltas 0.6 -5.6 79.7
Bandhan Bank -2.0 -0.7 -17.1 Whirlpool India -0.5 2.9 0.3
DCB Bank 0.8 0.4 23.6 Orient Electric 0.5 1.1 72.9
Equitas Holdings 1.2 17.4 98.2 Chemicals
Federal Bank -0.3 -0.2 58.2 Alkyl Amines 0.3 1.5 298.8
HDFC Bank -1.2 2.4 37.0 Atul 0.0 2.6 101.3
ICICI Bank -1.8 -0.1 73.9 Deepak Nitrite -0.3 6.1 277.4
Indusind Bank 0.1 2.5 89.1 Fine Organic -1.4 1.6 58.4
Kotak Mah. Bank -1.6 -3.5 28.1 Galaxy Surfact. 0.0 2.7 98.0
RBL Bank -3.4 -0.3 15.6 Navin Fluo.Intl. -0.3 12.5 121.4
SBI Cards -0.4 -7.1 414 NOCIL -3.4 18.4 145.1
Banks-PSU -2.0 0.4 63.6 Vinati Organics -1.5 9.2 95.0
BOB -3.0 2.0 58.4 Cement -1.2 2.0 114.9
SBI -1.9 -0.6 121.1 Ambuja Cem. 1.0 6.1 84.5
Company 1 Day (%) 1M (%) 12M (%) ACC -0.4 -0.7 54.5
NBFCs -1.2 0.6 49.8 Birla Corp. -2.0 -3.6 106.6
Aditya Birla Cap -0.3 -7.9 76.8 Dalmia Bhar. 0.6 14.6 190.2
Bajaj Fin. -1.3 6.3 91.0 Grasim Inds. -1.1 -1.8 142.6
Cholaman.Inv.&Fn -0.9 -9.9 150.4 India Cem -1.8 4.4 56.7
Can Fin Homes -0.4 -5.7 41.0 J K Cements -0.2 5.5 113.0
HDFC -0.6 -1.7 33.3 JK Lakshmi Ce 0.0 13.6 125.2
HDFC Life Insur. -0.5 -1.2 17.2 Ramco Cem -0.2 8.1 67.0
Indostar Capital -1.9 -9.1 27.1 Shree Cem 0.1 -4.9 22.9
L&T Fin.Holdings -0.9 -4.3 40.2 Ultratech -0.3 1.7 82.1
LIC Hsg Fin -0.8 -10.4 63.6 Consumer -0.7 1.4 17.6
M&M Fin. -0.5 -4.6 30.7 Asian Paints -0.6 3.2 79.2
Muthoot Fin -1.8 2.7 41.3 Britannia -1.1 -3.1 -5.3
Manappuram Fin. -1.6 4.8 10.7 Colgate 0.7 2.4 25.1
MAS Financial Serv. -0.9 -3.2 24.0 Dabur 0.3 7.1 26.0
Max Financial -0.1 3.4 91.7 Emami -0.8 -0.8 133.9
ICICI Pru Life -1.1 8.3 45.3 Godrej Cons. 0.0 12.5 38.4
ICICI Sec -1.6 17.7 40.0 HUL -1.3 3.9 12.0
Note: Sectoral performance are of NSE/BSE Indices
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Company 1 Day (%) 1M (%) 12M (%) Company 1 Day (%) 1M (%) 12M (%)
ITC -0.8 -5.4 3.0 HPCL -7.3 -6.1 34.0
Jyothy Lab -04 12.2 45.9 10C -04 -7.9 23.7
Marico -1.1 8.0 50.9 IGL 3.2 9.3 40.9
Nestle -0.5 0.7 49 Mahanagar Gas 0.1 -1.7 15.7
Page Inds -1.6 -1.9 51.6 MRPL -1.2 -5.1 29.5
Pidilite Ind. 0.3 10.1 64.8 Oil India 0.1 22.1 72.0
P&G Hygiene -1.2 1.6 20.2 ONGC -2.4 -6.1 435
Tata Consumer -0.1 7.5 76.5 PLNG -0.3 -9.7 -15.2
United Brew -1.0 2.9 33.8 Reliance Ind. -0.8 -5.5 16.4
United Spirits -1.0 2.8 7.1 Retail
Varun Beverages 3.1 3.6 70.2 Aditya Bir. Fas. 0.3 4.1 76.2
Healthcare -1.3 0.6 43.4 Avenue Super. -0.2 6.6 46.1
Alembic Phar -0.1 -0.1 5.8 Jubilant Food -0.8 -0.5 84.6
Alkem Lab 0.3 4.7 36.8 Shoppers St. -0.5 2.5 50.2
Ajanta Pharma 0.6 10.7 53.1 Titan Co. 0.0 0.8 74.2
Aurobindo -1.4 -2.3 18.7 Trent 14 6.5 46.8
Biocon -0.7 -3.2 -3.0 V-Mart Retail -0.6 5.1 58.6
Cadila -0.8 -0.2 75.9 Westlife Develop 5.4 4.5 64.1
Cipla -1.5 -0.3 49.8 Technology 0.0 4.1 85.3
Divis Lab -0.9 6.4 108.5 Cyient 1.1 6.9 228.7
Dr Reddy’s -1.7 3.7 40.7 HCL Tech. 0.2 1.0 70.0
Gland Pharma 1.2 13.4 Infosys -0.2 10.4 101.5
Glenmark -2.0 3.2 54.9 L&T Infotech 0.2 1.0 96.8
GSK Pharma -0.5 1.7 3.0 L&T Technology 1.5 6.4 113.2
Granules -0.2 4.0 63.2 Mindtree -1.1 3.3 155.3
IPCA Labs -0.8 3.4 28.7 Mphasis -0.1 12.5 136.0
Jubilant Pharmo 1.0 -5.5 18.1 Coforge 5.2 16.7 190.1
Laurus Labs -0.1 12.2 515.7 Persistent Sys -0.4 11.5 288.1
Lupin -0.8 -7.8 31.7 TCS -0.6 1.8 46.9
Solara Active -0.4 -1.2 164.0 Tech Mah 1.3 0.1 81.5
Strides Pharma -1.1 -5.3 88.5 Wipro -0.2 -3.5 138.1
Sun Pharma -2.0 -1.7 37.8 Zensar Tech 2.3 10.8 162.4
Torrent Pharma -0.2 3.8 25.7 Telecom -0.4 -1.9 5.7
Infrastructure -0.6 -3.4 42.2 Bharti Airtel -0.8 -4.0 -6.4
Ashoka Buildcon 1.2 18.6 72.9 Indus Towers 2.0 -6.8 9.4
IRB Infra.Devl. 1.0 32.2 40.9 Idea Cellular -0.9 -12.4 -5.0
KNR Construct. 1.7 8.1 131.3 Tata Comm -0.7 10.2 116.4
Media -1.2 -2.5 32.1 Utiltites 0.2 -9.5 70.4
PVR -2.5 -5.2 30.7 Coal India -0.8 -6.2 10.0
Sun TV -0.3 -1.2 33.7 CESC 1.4 0.7 14.5
Zee Ent. -1.7 -1.8 25.5 Indian Energy Ex -0.4 6.6 110.7
Metals -2.2 -1.7 151.7 JSW Energy 0.6 16.4 254.9
Hindalco -2.7 -1.1 147.2 NHPC Ltd -1.7 -2.8 28.8
Hind. Zinc -0.7 -2.1 73.6 NTPC 0.1 1.1 29.1
JSPL -3.4 -3.8 147.1 Power Grid 0.1 -1.2 36.1
JSW Steel -3.1 -5.5 242.2 Tata Power -04 5.4 136.5
Nalco -2.1 14.5 132.6 Torrent Power 0.1 0.6 41.7
NMDC -0.8 -6.3 96.9 Others
SAIL -4.1 1.2 247.7 BSE 1.5 5.2 94.7
Tata Steel -2.3 7.1 256.0 Coromandel Intl -0.3 53 20.1
Vedanta -2.8 -3.1 139.7 Concor -1.6 -4.5 56.5
Oil & Gas -0.8 -8.2 24.5 EPL Ltd -1.9 6.9 46.4
Aegis Logistics 5.4 1.9 106.6 Indiamart Inter. 0.8 1.1 230.8
BPCL -0.5 -6.1 21.2 Godrej Agrovet -1.2 17.1 41.1
Castrol India -0.6 -3.2 16.7 Indian Hotels -1.3 11.1 79.9
GAIL -0.8 -11.4 44.8 Interglobe 0.8 2.2 75.3
Gujarat Gas 0.0 12.3 127.9 Info Edge 0.9 15.6 88.2
Gujarat St. Pet. -1.6 1.5 43.9 Kaveri Seed -1.2 4.4 27.2
9 July 2021 12



MoOTILAL OSWAL | M toia

“| Index and MOFSL Universe stock performance

Company 1 Day (%) 1M (%) 12M (%)
Lemon Tree Hotel -2.2 -1.3 69.9
MCX 0.4 -6.3 17.0
Piramal Enterp. -0.4 7.0 61.8
Pl Inds. -1.8 3.7 77.1
Quess Corp -0.1 6.1 138.0
SIS -0.7 11.4 23.1
SRF -0.5 7.8 93.3
Tata Chemicals -0.8 2.7 144.5
Team Lease Serv. -0.5 9.0 108.3
Trident 0.9 5.5 157.4
UPL -0.4 -4.6 83.4
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