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ITC Ltd
Eyeing profitable growth ahead

Consumer Goods Sharekhan code: ITC
Reco/View: Buy © CMP: Rs. 453 Price Target: Rs. 515 ©
N Upgrade € Maintain J Downgrade
Summary

¢ In a three-pronged move, ITC is focusing on three growth horizons - 1) Extend and grow the core
business, 2) Building emerging businesses and 3) Creating viable opportunities under new vectors
for growth.

* FMCG business’ EBITDA margins to consistently improve by 80-100 bps y-o0-y; RoCE to rise 300-350
bps p.a. (currently at 18% excluding intangibles).

¢ Prudent capex of Rs. 3,000-3,400 crore p.a. with a 35-40% investment in FMCG business, 30%
investment in paperboard, paper & packaging and the remaining 30-35% in new vectors/
digitalisation and backward integration.

+ We retain a Buy with an unchanged PT of Rs. 515. Stock trades at attractive valuations of 23x/20x
its FY2025E/26E earnings.

At ITC's analyst and investors’ meet, the company outlined its focus on carving growth
strategies in each business and exploring fresh opportunities in new vectors. First, in the
cigarettes business it aims to gain share from illicit cigarettes. In the foods segment, it would
play on the theme of a shift from unbranded to branded products. In agri-products it expects
to hike the contribution of value-added products. In the personal care segment, it looks to
reshape portfolio to improve growth prospects. Further, it will be investing into new vectors of
growth (food tech, sustainable packaging & start-up investments), scout for relevant inorganic
initiatives and invest in capacities to further enhance the core businesses. Along with prudent
capital allocation plan, the company has always rewarded its shareholders with good dividend
payout (stood at Rs. 1,02,000 crore for 10 years ahead of free cash generation of Rs. 95,000
crore).

* Non-cigarette FMCG business contribution scaling up: ITC's non-cigarette business grew by 2.5x
in last 10 years and its contribution to overall revenues have gone-up to 27% (from 17% in FY2013).
All the non-cigarette businesses (excluding the agri segment) saw good growth in EBIDTA ahead of
the revenue growth aiding strong improvement in the profitability of the overall business. RoCE of
non-cigarette business improved by 730 bps to 21.7% in FY2023 from 14.3% in FY2013. The key pillar
for scale-up in the contribution of non-cigarette business was other FMCG business which grew by
almost 5x over the same period with EBIDTA margins consistently improving to low double digits.
With strategies in place the contribution of non-cigarette FMCG business will consistent scale-up in
the coming years.

Other FMCG business’ EBIDTA margins and RoCE will consistently improve: ITC's other
FMCG business’ EBIDTA margins improved by 770 bps over FY2017-23 (stood at 10.2% in FY2023).
Management aims to achieve 80-100 bps expansion in margins per annum. This will be driven by 30-
40 bps improve because of change in mix driven by premiumisation, 20 bps due to increase in scale
of business, 30bps expansion due to cost optimisation and rest due to digitalisation and benefits
from ICML facilities. Food business margins have seen upward trend of 1% due to efficiencies led
by integrated consumer goods and logistic facilities (ICML). This along with improved capacity
utilisation will aid a 300-350 bps improvement in RoCE of other FMCG business (stood at 18% in
FY23).

¢ Prudent capital allocation: ITC is focusing on three big buckets - 1) Invest in innovations to drive
organic growth, 2) Invest in new vectors of growth (food tech & nicotine) & 3) M&A (looking to build
capabilities through M&A). It is planning to do a capex of Rs.3,000-3,400crore per annum of which
35-40% for putting capacities in core and new segments in FMCG business, around 30-35% in the
paper business to expand capacity under paper business, rest of the capital investment will be
done in new vectors and various digital projects. Funding for investment for organic and inorganic
initiatives will be done through internal accruals.

Our Call

View - Retain Buy with an unchanged PT of Rs. 515: The company has carved its growth plan very
well by focusing on growing the core businesses, building-up the emerging business and investing
in new vectors in the coming years that will be supported by prudent capital investment funded
by higher cashflows. This will help earnings grow in double digits in the coming years. The stock
continues to trade at attractive valuation of 23x/20x its FY2025E/26E earnings. We maintain our Buy
recommendation on the stock with an unchanged PT of Rs. 515.

Key Risks

Government'’s policies to curb tobacco product consumption or a sustained slowdown in consumer
demand would act as a key risk to our earnings estimates.

*

Valuation (Standalone) Rscr
ardeutrs | P e Pase e
Revenues 70,251 75,693 85,550 96,019
OPM (%) 34.1 36.6 371 374
Adjusted PAT 18,700 21,412 24,229 27,272
Adjusted EPS (Rs.) 15.1 17.2 19.5 219
P/E (x) 29.5 258 22.8 20.3
P/B (x) 8.3 7.7 7.0 6.1
EV/EBIDTA (x) 229 19.8 17.3 153
RoNW (%) 29.1 30.5 315 31.5
RoCE (%) 32.7 35.1 371 37.6

Source: Company; Sharekhan estimates
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Focus on profitable growth

ITC is focusing on growth avenues in every business it operates to drive consistent growth 1) Cigarettes — by gaining
share from illicit cigarettes 2) Foods - play on theme of shift from unbranded to branded products 3) Agri products
- increase contribution of value-added products and 4) personal care — reshape of portfolio to improve growth
prospects.

Stable tax regime to drive cigarette volumes

Cigarette volumes fell 20% over FY2013-19 owing to a double-digit hike in taxes with illicit cigarettes gaining share
in the domestic market. However, a stable tax policy has helped ITC claw back volumes from illicit trades in the past
five years. Volumes recovered to 0.96x of sales volumes in FY2013. lllicit cigarette contributes around one-third of
overall cigarette sales in India. Continuance of a stable tax policy and relevant portfolio intervention will help ITC
to achieve steady volume growth in its core cigarette business in the coming years. Regular premium interventions
are gaining strong traction, with premium product’ contribution has gone up to 17% to overall sales volume of the
cigarette business. Four new variants launched under the Classic brand in the past five years contributed ~25% of the
portfolio while new launches done under Gold flake brand contributes around 19%. Introduction of capsule pod was
a successful innovation.

Recovery in cigarette volumes
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Source: Company, Sharekhan Research

Other FMCG biz - focus on achieving consistent margin improvement

ITC's FMCG business (ex-cigarettes) reported over 14% revenue CAGR and 310 bps margin expansion over the past
3 years supported by its diverse portfolio, purpose-led brands, agile, resilient and efficient supply chain, smart
omni-channel network and value accretive M&A. Management guided that the company aims for 80-100 bps y-o-y
improvement in FMCG margins every year, with ~30-40 bps coming from revenue and mix, ~20 bps from economies
of scale and ~30 bps from cost optimisation (ICML (100 bps in the medium term), digitisation, logistics, etc). RoCE of
the FMCG business is expected to rise from 18% (excl. Intangibles acquired) to 26-28% in medium term.
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Rise in FMCG revenue and margins
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Source: Company, Sharekhan Research

o Foods business: ITC has identified four vectors that will aid growth in the foods business, namely 1) Unbranded
to branded conversion (fortifying core by addressing adjacencies through power brands), 2) Penetrating emerging
markets (focus on driving brand penetration through consistent brand building following the CCM approach),
3) Building newer avenues (Developing newer capabilities for the future: e-commerce, cold chain, exports and
acquisitions),and 4) Future ready portfolio (Building future proposition through innovation on back of deep consumer
insights). Moreover, the company focuses on three strategies including a) Fortifying the core by strengthening
Aashirvaad’s presence in the kitchen through adjacencies, up-trading the consumers by creating newer vectors
of value addition, winning local cultures through CCM (Culture Centric Marketing) approach and identifying and
nurturing the white space of millets through ‘ITC Mission Millets’, b) Building future ready propositions through
innovation which is powered by agile and real time consumer insights, and ¢) driving profitable growth through
smart manufacturing, improving value capture and mix premimisation. As a result of the company’s continuous
efforts, it has made progress in terms of market share (MS) across categories, with Atta MS up by ~190 bps in 3 years,
choco fills adding 400 bps MS in 3 years, sunrise MS rising by 1,100 bps since acquisition (currently has 53% MS in
West Bengal and 10% in Assam), classmate adding 260 bps MS in two years and 110 bps rise in MS in agarbatti in
1 year.

Leadership across categories with multiple brands having consumer spends over Rs. 1,000 crore

M
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Source: Company presentation
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o Personal care: The management stated that personal care business has been more difficult to develop. However,
the company has refreshed the portfolio in the past few years and is entering areas in which there is value
preposition and lower penetration. ITC has levers in place to grow Fiama (personal wash category) and Savlon
(health & hygiene) and scale up Nimyle (home care). In the personal care business, the company eyes growth to be
achieved through market development.

ITC’s market development strategy for personal care

~ Building Brands with Purpose First in Category Innovations

Anchoring Brands in larger social & emotional needs i E - Drive Growth Ahead of others

Strategic

Superior Product Quality A Llevers g Premiumisation
- Rigorous Consumer Insighting, Product i - Drive higher margin portfolio: Upgrade consumers
Platform Technology & Claims ! (Bodywashes, Premium Bars, EDT Perfumes)

O m o Ts LIQUID CRYSTAL =
TR, @_/FREEZJNGE
o Leno - TECHNOLOGY E

.-:-.{ { Winning in Channels of the Future
i i - Ecom is high double digit sales salience

Source: Company presentation

Agri business — will add value-added products to drive profitability

Agri business posted an 18% revenue and a 9% EBITDA CAGR over FY18-23 to Rs. 18,172 crore and Rs. 1,394 crore,
respectively, with RoCE improving to 53.9% in FY23 from 33.8% in FY18. In the agri business, the company plans to
focus on value added categories such as nicotine & derivatives in tobacco and spices & other products in other agri
products. Management indicated that nicotine is a niche segment and a very high margin business (~50% margins)
with high barriers to entry and expected to have huge demand supply gap in the coming years. In the spices segment,
the company plans to focus on spices, shrimps and wheat-based products (horizon 1) and coffee, fruits & vegetables
and medicinal & aromatic plant extracts (horizon 2). Thus, ITC aims to grow its agri business on the back of newer
segments that are developing globally. ITCMAARS is a platform providing multiple benefits to the company including
faster speed to market with physical reach in 100,000 villages across 220 districts, reduced cost of customer acquisition
aided by connect with 4 million farmers via sanchalaks and creative monetisation models due to intimate knowledge
of 20+ crop value chains. Moreover, management indicated that agri margins have bottomed out and the company
expects recovery in margins from hereon.

Vectors of value addition in agri business
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Source: Company presentation
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Hotel business - strong performance in last five years

Hotel business revenue and EBITDA clocked a 13% and 22% CAGR during FY18 to FY23 to Rs. 2,585 crore and Rs. 832
crore, respectively, with RoCE (for gestated properties) improving to 16% in FY23 from 5% in FY18. Over the long-term
period of 20 years, the company’s revenue and EBITDA grew at 11% and 15% CAGR with 2.6x rise in room inventory.
ITC's hotel business portfolio comprises of 131 hotels with ~12,000 rooms across 80 destinations having presence
in the luxury (38% of room inventory), upper upscale and boutique (23% of room inventory), and mid-market and
heritage (39% of room inventory) segments. The company opened 22 hotels during Jan 2022 and Dec 2023 and is
expected to open another 25 hotels in the next 24 months (Jan 2024 — Dec 2025) with a target to reach 200 hotels
with 18,000 keys over 5 years (with two-thirds of keys in the managed portfolio). In the hotel business, the company
plans to focus on asset light strategy for expansion and continue to deliver responsible luxury to its customers.
Additionally, industry tailwinds from demand supply gap (Supply likely to grow by 7.1% and demand by 10.5% during
FY24-27), recovery in FTA and rise in domestic demand would further aid hotel business growth. Better productivity
and improved efficiency will continue to support margins of hotel business.

Key strengths of hotel business

EMPLOYER OF CHOICE
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Key Differentiators = Bouquet of brands *  Smart Revenue «  Sweating existing assets * D &I amongst best in
catering to relevant Management = Aligrmaht Ssieenue industry

need spaces +  Customer Intimacy streams *  Robust L&D programmes
*  Productivity and Extreme Cost and *  Strong Talent Pool
efficiency Margin focus — Leverage ITC HMI,
WGSHA (Manipal)

* Indigenous Experiences
Signature cuisines
g « 22 Hotels opened in
* Responsible Luxury past 24 Months
* World Class Loyalty «  Strong pipeline
Programs — Marriott
Bonvoy & Club ITC

Source: Company presentation

Paper business - will scale-up capacity; add value added products

Revenue and EBITDA grew at 12% and 15% CAGR over FY18-23 to Rs. 9,081 crore and Rs. 2,642 crore, respectively,
with RoCE rising to 29.1% in FY23 from 17.5% in FY18. The paper business has a fully integrated business model in
place and provides one-stop shop packaging solutions to its customers. The company plans to drive growth in the
paper business through i) Scale-up of value-added portfolio, ii) Greenfield investment (to drive next phase of growth),
iii) New west facility for packaging and iv) Sustainable paperboard/packaging solutions. Additionally, the business
is structurally well placed as global pulp prices likely to have bottomed out and there are green shoots of demand
revival across markets. Moreover, margins are expected to improve aided by in-house pulp manufacturing, secure,
cost-competitive and sustainable fibre chain, and ITC's manufacturing excellence.

New vectors will be key growth levers in long run

ITC has identified new vectors such as Food Tech services, high margin nicotine business and value-added launched in
paperboard business to be some of the key growth drivers in long run. Food Tech venture synergises its institutional
strengths in Foods, Hotels and Digital. The company has successfully launched the business in the city of Bengaluru
with 3 brands — ITC Master Chef Creations, ITC Aashirvaad Soul Creations and ITC Sunfeast Baked Creations delivered
through 19 cloud kitchens. Average order value for brand such as Soul creation stands at Rs. 450-500 per order while

December 12,2023 5
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for Masterchef creations and Sunfeast Baked Creations it stands at around Rs. 900 per order. The investment in cloud
kitchen is less and can see strong upside in profitability in short span of time. Some of ITC's cloud kitchen in Bangaluru
are generating EBIDTA margins of 15%-+. The company has recently introduced the venture in the city of Chennai
with 4 cloud kitchens and will be entering the market of Mumbai in next six months. Further the company is looking
at tapping at growing demand of nicotine in the global markets. The nicotine-based end-user product market is
pegged at $5 billion globally, according to industry estimates. ITC will leverage on the institutional capabilities of
its leaf tobacco business and aims to manufacture purest form of nicotine following the stringent norms of US and
European countries. It's a high margin business with 50% contribution margins and can provide strong profitability
support to ITC's agri business.

Other key analyst meet highlights

¢ Urban segment holding better; rural recovery to be gradual: Management has guided that urban markets
are holding better as compared to rural markets. Though green shoots are visible in rural markets due to receding
inflation and price reduction, but the management does not expect a very sharp rural recovery. Rural markets are
likely to see better trajectory in the next couple of quarters.

¢ Multi-pronged growth strategy: The company has adopted a multi-pronged growth strategy consisting of
multiple growth drivers with focus on innovation and supported by agile, resilient and efficient supply chain and
digital first culture. ITC has laid out a three-horizon growth framework including 1) Extending and defending core
businesses, 2) Build emerging businesses (Beverages, frozen foods, liquid wash, homecare, nicotine, value added
agri, and sustainable packaging - platforms 1 & 2), and 3) Create viable options for future growth opportunities
(Chocolates, premium skincare, Food-tech, ITCMAARS, sustainable packaging - platform 3 and startup investments).

+ Focus on purposeful innovation: ITC has identified specialised research platforms and plans to translate mega
trends into agile and purposeful innovation. Management stated that innovation has various prospects including
innovating new products and innovation for cost optimisation. The company has leveraged its innovation platforms
to launch first-to-market differentiated products. ITC FMCG has launched over 300 products in the past 3 years.

Portfolio of differentiated first-to-market products
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Source: Company presentation
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+ Rising salience of new-age distribution channels: The management indicated that general trade is still the
predominant channel for distribution with market coverage having grown by 3x and stockist network having
grown by 8x during FY19-23. At present, ITC's total reach (ex-cigarette FMCG business) stands at 7 million outlets
with direct reach at 2.6 million outlets. However, salience of other channels is rising (share of alternate channels rose
from 17% in FY20 to 25% in FY23) and is expected to continue to improve in the coming years. Currently, modern
trade contributes 15% to FMCG revenue while digital channel contributes 16% to FMCG revenue (including 10%
from B2C and third-party E-B2B and 6% from own app Unnati).

¢ Leveraging ICML to create structural advantage: The company currently has 11 Integrated Consumer Goods
Manufacturing and Logistics facilities (ICMLs) through which it creates structural advantage. ICMLs are set up
in proximity to large consumption centres leading to shorter lead time, aiding in delayered operations through
direct shipments and benefiting from cross category synergies in the form of freight optimisation and common
infrastructure and utilities.

ICML leads to better efficiency and lower lead time

: . . i Retailers
. location | L. | b (N

' Local Agri Value Chain = | IcML i ' Distributor | | Retailers

.....................................................................................

Source: Company presentation

¢ Strong cash flow generation and dividend payout: ITC cumulatively generated ~Rs. 95,000 crore over the past
10 years and paid ~Rs. 1,02,000 crore dividend over the same period.

+ Prudent capital allocation strategy: The company is focusing on Three big buckets — 1) invest in innovations
to drive organic growth, 2) invest in new vectors of growth (Food tech & nicotine) & 3) M&A (looking to build
capabilities through M&A). It is planning to do a capex of Rs.3,000-3,400 crore p.a. Out of which around 35-40%
for putting capacities in core and new segments in FMCG business, 30-35% in paper business to expand capacity
under paper business (exist plant location and new greenfield facility in new location with phase wise expansion,
rest of the capital investment will be done in new vectors and various digital projects. Funding for investment for
organic and inorganic initiatives will be done through internal accruals.
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Financials in charts

Revenue & PAT to rise at 11% and 13% CAGR

N EEIGED

by BNP PARIBAS

Margins to improve from FY23 levels
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Strong OCF/EBITDA

Source: Company, Sharekhan Research

Consistent dividend payout
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Outlook and Valuation

B Sector view - Tax rate hike remains a risk for cigarettes; FMCG to perform well

The domestic cigarettes industry was affected in the past by a sustained rise in taxes and regulatory regime along with
a sharp rise in illegal trade in the past few years, especially at the premium end, which continues to pose significant
challenges to the legal cigarettes industry. However, in recent times, the government has undertaken stringent actions
to curb illicit cigarette sales volume. This along with lower price hikes in the cigarette portfolio will help cigarette
companies post better volume growth. On the FMCG front, normal, widespread monsoons and government support
(especially prior to elections) might help rural demand gradually pick up. For margins, stable raw material prices post
the recent correction in some of the key inputs (including crude oil and vegetable oils) will help margins consistently
improve in the coming quarters.

B Company outlook - Cigarette sales momentum to sustain; FMCG margins to scale up

In H1FY2024, revenues declined by 2.2% y-o-y to 34,701 crore, OPM expanded by 352 bps y-o-y to 38% and PAT
grew by 13.8% y-o-y to Rs. 9,830 crore. Cigarette volume growth momentum to sustain with the government not
increasing taxes on cigarettes for the second consecutive year. Market coverage for FMCG products was stepped up
to 2x pre-pandemic levels. Direct reach enhancement was around 1.25x over pre-pandemic levels, strong traction
to product launches, and an increase in e-commerce salience to ~10% will help the non-cigarette FMCG business’s
revenue to consistently grow in mid-teens to high teens in the coming years. PBIT margin of the business will improve,
led by efficiencies and scale-up in the contribution of new businesses. FY2024 and FY2025 will continue to be strong
years for the hotels business due to higher demand from domestic leisure travel, improvement in MICE segment and
corporate travels, and expected comeback in foreign tourist arrivals.

B Valuation - Retain Buy with an unchanged PT of Rs. 515

The company has carved its growth plan very well by focusing on growing the core businesses, building-up the
emerging business and investing in new vectors in the coming years that will be supported by prudent capital
investment funded by higher cashflows. This will help earnings grow in double digits in the coming years. The stock
continues to trade at attractive valuation of 23x/20x its FY2025E/26E earnings. We maintain our Buy recommendation
on the stock with an unchanged PT of Rs. 515.

One-year forward P/E (x) band

700.0 A~

35x
600.0 -

30x
500.0 - 25x

400.0 20x

300.0

15x
200.0
100.0 T T T T T T T T T T T T T T T T T T T 1
<t < [Ta] N (X} (=] ~ ~ [ee] [o0] (o)} ()] o o — — — o o~ on o
- - - - - - - i - i - s N o N o N N N o N
Source: Sharekhan Research
Peer Comparison
. P/E (x) EV/EBITDA (x) RoCE (%)
Companies
FY23 FY24E FY25E FY23 FY24E FY25E FY23 FY24E FY25E
Hindustan Unilever 58.7 54.0 473 427 38.7 334 25.6 28.0 31.1
ITC 29.5 25.8 22.8 229 19.8 17.3 32.7 35.1 37.1

Source: Company; Sharekhan Research
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About company

ITC is one of the largest diversified players in India present in businesses such as cigarettes, FMCG, hotels, and paper.
The company is the market leader in the domestic cigarette and PPP segments. The company is also the second-
largest hotel chain by revenue and profitability, with a strong room inventory. The company has a strong distribution
reach of more than 2 million, which it is utilising to scale up its consumer goods business and de-risk its business
model. ITC's revenue and PAT grew by 1.5x each over FY2019-FY2023.

Investment theme

ITC is focusing on de-risking its business model by reducing dependence on its core cigarette business (affected by
regulatory and tax hurdles for the past few years) by scaling up the fast-growing consumer goods, PPP, and hotel
businesses. The company has quickly rebound from disruption caused by the lockdown and key businesses are
operating at normal levels. The company posted resilient performance in FY2023 with double-digit revenue and PAT
growth. We expect the momentum to sustain in FY2024. Further, scale-up in the performance of the non-cigarette
FMCG business and margin improvement would be triggers for the stock in the medium to long term. Post demerging
of asset-heavy hotels business, the return profile of ITC will substantially improve in the coming years.

Key Risks

¢ Significant rise in taxes on cigarettes or government actions to curb tobacco and tobacco consumption would act
as a key risk to the cigarette business.

¢ Sustained consumption slowdown would affect the growth rate of categories such as consumer goods and hotels
in the near term.

Additional Data

Key management personnel

Sanjiv Puri Chairman and Managing Director

Supratim Dutta Chief Financial Officer

Nakul Anand Executive Director

Rajendra Kumar Singhi Executive Vice President & Company Secretary

Source: Company

Top 10 shareholders

Sr.No. Holder Name Holding (%)
1 British American Tobacco PLC 29.02
2 Life Insurance Corp of India 15.21
3 Unit Trust of India 7.81
4 SBI Funds Management Ltd 3.12
5 Capital Group of Cos Inc 1.76
6 General Insurance Corp of India 1.73
7 GQG Partners LLC 1.48
8 New India Assurance Co Ltd 1.48
9 HDFC AMC 1.10
10  Oriental Insurance Co Ltd 1.09

Source: Bloomberg (old data)

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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Understanding the Sharekhan 3R Matrix

Right Sector
Positive

Neutral

Negative

Right Quality
Positive

Neutral

Negative

Right Valuation
Positive

Neutral

Negative

Source: Sharekhan Research

Strong industry fundamentals (favorable demand-supply scenario, consistent industry
growth), increasing investments, higher entry barrier, and favorable government
policies

Stagnancy in the industry growth due to macro factors and lower incremental
investments by Government/private companies

Unable to recover from low in the stable economic environment, adverse government
policies affecting the business fundamentals and global challenges (currency
headwinds and unfavorable policies implemented by global industrial institutions)
and any significant increase in commodity prices affecting profitability.

Sector leader, Strong management bandwidth, Strong financial track-record, Healthy
Balance sheet/cash flows, differentiated product/service portfolio and Good corporate
governance.

Macro slowdown affecting near term growth profile, Untoward events such as natural
calamities resulting in near term uncertainty, Company specific events such as factory
shutdown, lack of positive triggers/events in near term, raw material price movement
turning unfavourable

Weakening growth trend led by led by external/internal factors, reshuffling of key
management personal, questionable corporate governance, high commodity prices/
weak realisation environment resulting in margin pressure and detoriating balance
sheet

Strong earnings growth expectation and improving return ratios but valuations are
trading at discount to industry leaders/historical average multiples, Expansion in
valuation multiple due to expected outperformance amongst its peers and Industry
up-cycle with conducive business environment.

Trading at par to historical valuations and having limited scope of expansion in
valuation multiples.

Trading at premium valuations but earnings outlook are weak; Emergence of roadblocks
such as corporate governance issue, adverse government policies and bleak global
macro environment etc warranting for lower than historical valuation multiple.
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DISCLAIMER

This information/document has been prepared by Sharekhan Ltd. (SHAREKHAN) and is intended for use only by the person or entity to which it is
addressed to. This Document may contain confidential and/or privileged material and is not for any type of circulation and any review, retransmission,
or any other use is strictly prohibited. This information/ document is subject to changes without prior notice.

Recommendation in reports based on technical and derivatives analysis is based on studying charts of a stock’s price movement, trading volume,
outstanding positions, as opposed to focusing on a company’s fundamentals and as such, may not match with a report on a company’s fundamentals.
However, this would only apply for information/document focused on technical and derivatives research and shall not apply to reports/documents/
information focused on fundamental research.

This information/document does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official
confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all customers may receive this report
at the same time. SHAREKHAN will not treat recipients as customers by virtue of their receiving this information/report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable and SHAREKHAN has not
independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While we would endeavour
to update the information herein on reasonable basis, SHAREKHAN, its subsidiaries and associated companies, their directors and employees
(“SHAREKHAN and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other
reasons that may prevent SHAREKHAN and affiliates from doing so. This document is prepared for assistance only and is not intended to be and must
not alone be taken as the basis for an investment decision. Recipients of this report should also be aware that past performance is not necessarily
a guide to future performance and value of investments can go down as well. The user assumes the entire risk of any use made of this information.
Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in
the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine
the merits and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. We do not undertake
to advise you as to any change of our views. Affiliates of Sharekhan may have issued other recommendations/ reports that are inconsistent with and
reach different conclusions from the information presented in this recommendations/report.

This information/recommendation/report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident
of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law,
regulation or which would subject SHAREKHAN and affiliates to any registration or licensing requirement within such jurisdiction. The securities
described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document
may come are required to inform themselves of and to observe such restriction.

The analyst certifies that the analyst might have dealt or traded directly or indirectly in securities of the company and that all the views expressed in
this document accurately reflect his or her personal views about the subject company or companies and its or their securities and do not necessarily
reflect those of SHAREKHAN. The analyst and SHAREKHAN further certifies that either he or his relatives or Sharekhan associates might have
direct or indirect financial interest or might have actual or beneficial ownership of 1% or more in the securities of the company at the end of the
month immediately preceding the date of publication of the research report. The analyst and SHAREKHAN encourages independence in research
report/ material preparation and strives to minimize conflict in preparation of research report. The analyst and SHAREKHAN does not have any
material conflict of interest or has not served as officer, director or employee or engaged in market making activity of the company. The analyst and
SHAREKHAN has not been a part of the team which has managed or co-managed the public offerings of the company, and no part of the analyst’s
compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this document. Sharekhan Ltd or its
associates or analysts have not received any compensation for investment banking, merchant banking, brokerage services or any compensation or
other benefits from the subject company or from third party in the past twelve months in connection with the research report.

Either SHAREKHAN or its affiliates or its directors or employees / representatives / clients or their relatives may have position(s), make market, act
as principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities or
related securities referred to in this report and they may have used the information set forth herein before publication. SHAREKHAN may from time
to time solicit from, or perform investment banking, or other services for, any company mentioned herein. Without limiting any of the foregoing, in
no event shall SHAREKHAN, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability
for any damages of any kind.

Forward-looking statements (if any) are provided to allow potential investors the opportunity to understand management’s beliefs and opinions in
respect of the future so that they may use such beliefs and opinions as one factor in evaluating an investment. These statements are not a guarantee
of future performance and undue reliance should not be placed on them. Such forward-looking statements necessarily involve known and unknown
risks and uncertainties, which may cause actual performance and financial results in future periods to differ materially from any projections of
future performance or result expressed or implied by such forward-looking statements. Sharekhan/its affiliates undertakes no obligation to update
forward-looking statements if circumstances or management’s estimates or opinions should change except as required by applicable securities
laws. The reader/investors are cautioned not to place undue reliance on forward-looking statements and use their independent judgement before
taking any investment decision.

Investment in securities market are subject to market risks, read all the related documents carefully before investing. The securities quoted are for
illustration only and are not recommendatory. Registration granted by SEBI, and certification from NISM in no way guarantee performance of the
intermediary or provide any assurance of returns to investors.

Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges and the T&C on www.sharekhan.com

Registration and Contact Details: Name of Research Analyst - Sharekhan Limited, Research Analyst Regn No.: INH0O00006183. CIN): -
U99999MH1995PLC087498. Registered Office: The Ruby, 18th Floor, 29 Senapati Bapat Marg, Dadar (West), Mumbai — 400 028, Maharashtra, INDIA.
Tel: 022-6115000.

Correspondence/Administrative Office: Gigaplex IT Park, Unit No 1001, 10th Floor, Building No.9, TTC Industrial Area, Digha, Airoli-West,
Navi Mumbai — 400 708. Tel: 022 61169000 / 61150000, Fax No. 61169699.

Other registrations of Sharekhan Ltd.: SEBI Regn. Nos.: BSE / NSE / MSEI (CASH / F&O / CD) / MCX - Commodity: INZ000171337; DP: NSDL/CDSL-IN-
DP-365-2018; PMS: INP0O00005786; Mutual Fund: ARN 20669.

Compliance Officer: Ms. Binkle Oza; Tel: 022-62263303; email id: complianceofficer@sharekhan.com
For any complaints/grievance, email us at igc@sharekhan.com or you may even call Customer Service desk on - 022- 41523200 / 022-69920600



