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China Overseas

Natalie Wu: Yalla Group (YALA US): Margin expansion expected to continue
into 2H23—Maintain NEUTRAL & Raise TP by 10%

2Q23 a clean beat especially in bottom line: Rev beat by 2% (+4% YoY / +8% QoQ
to $79.2mn) and exceeding company guidance ($68-75mn) high-end; Non-GAAP
NP to ord shareholders booked $35mn and beat by 28% with 44% margin (+6ppts
YoY/+9ppts QoQ). 3Q23 revenue guided at US$73-80mn (-9% to flat YoY), miss
consensus by 6%.

Valuation & recommendation: We largely maintained our FY23E/24E revenue
estimates and lift NP estimates by 13%/6% respectively and continue to value the
company at 8x FY23 PER, and get our new TP of $5.5 (previous $5.0). We maintain
NEUTRAL rating.

Risks: intensifying/ weaker competition; macro uncertainties; failure of new
products.

Natalie Wu: Kanzhun limited (BZ US): The Unavoidable Hurt Due to Macro; to
Sleep on the Brushwood and Wait for Turnaround—Maintain OP & Cut TP by
14%

2Q cash billing slightly miss: We now expect 2Q23 cash billing to come in at
Rmb1.6bn, +65%Y0Y/-2%QoQ, slightly miss previously guided flat QoQ, due to KA
accounts still yet to recover their recruiting demand under challenging macro.
GAAP revenue per our estimation now comes in at Rmb1.45bn,
+31%YoY/+14%Q0Q, in-line with guidance. We estimate non-GAAP net profit to
arrive at Rmb371mn, indicating NPM of 26%, versus Consensus of Rmb393mn
(NPM of 27%). For full year numbers, we slightly cut cash billing from Rmb7bn to
Rmb6.5bn, +42%YoY, 6% short of current Consensus. As for margin, we maintain
our non-GAAP profit margin of 27% unchanged, which implies Rmb1.6bn profit, 5%
ahead of current Consensus.

Macro weakness inevitably hurt 23E numbers: Under sluggish macro recovery
during the year, Boss has inevitably been hurt as headcounts from enterprise users
are contracting. On user front, although newly registering users have been in
positive progress (i.e. mgmt. is now confident of achieving 45mn MAU for 23E), the
ratio between job seeker and enterprise user has been extremely high. For KA
accounts, in the past they made decisions on HC expansion during summer, while
this year this process is sluggish, which is adding the difficulty of ARPPU rise.
Overall, growth of cash billing may lag that of user growth, but we believe as macro
rebounds, the gap between MAU growth and total cash billing growth could close.
We are now deducting a conservative estimation for 2Q and 23E, where we model
Rmb1.6bn cash billing for 3Q and Rmb1.6bn for 3Q (QoQ flat), while expect 4Q
numbers to slightly rise to be Rmb1.7bn, and that help us arrive at Rmb6.5bn
(+42%YoY) as of total cash billing for 23E, versus Consensus of Rmb7bn.

While SME actually resilient under such hard times: The relieving signal being
SMEs are quite resilient during the hard times, which we now see pay-as-use
model make up to 40% of total revenue, mostly contributed by SMEs, and that part
of revenue grows at 40%YoY. Meanwhile, blue collar growth also outshines white
collar, as they are usually the target employees of SMEs. For example, service
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industry revenue experienced a highlight in August, where mgmt. has witnessed a
peak DAU in enterprise user in August, reflecting strong recovery momentum.

Margin stay intact for 23E: Even though topline slows down for full year, we are
seeing a decent margin trend throughout 23E, with S&M quite disciplined and very
limited growth with G&A and R&D expense for the full year. As such, we kept our
margin estimation unchanged, and model Rmb1.3bn for full year non-GAAP OP and
Rmb1.57bn for non-GAAP NP, signally 27% NPM.

Valuation & recommendation: Current difficulties due to macro are temporary, and
that we have reasons to believe as a leading player in its vertical, Boss could
rebound swiftly as macro recovers. Maintain OP with new TP at $18, under 25x PE
for 24E.

Jeff Pu: August Edition: Al Stock Turbulence, What's Next?

A | Stock correction on several concerns: Al stocks underperformed in past one
month (figure 3), due to market risk-off and concerns over GPU shortage and
demand. On Aug 8, SMCI provided a muted guidance for Sept and FY24, citing GPU
shortage. In our view, the GPU shortage could be a short term issue, as: 1) Quanta,
on Aug 10, expects its Al server shipment to accelerate in Sept and raised full year
guidance, 2) one leading ODM guided H100 chip supply to improve significantly in
3Q23, and 3) Samsung’s ramp-up for HBM3. For demand, our survey suggests a
transition softness for A100/800 in China, but is likely short term, as downstream
forecast remains unchanged. As such, we expect Nvidia to deliver a strong
results/guidance into print (recent NVDA report). What’s next for Al stocks? For
2H23, we expect ODMs, which backed by large CSPs, to pick up volume in late-
3Q23, followed by a sector-wide ramp-up in 4Q23, driven by increasing CoWoS
supply for Nvidia, which has seen a volume upward revision. For 2024, according to
our Al series 8 note (LINK), we believe CoWoS supply will go from shortage to over-
capacity in 2024. That said, the Nvidia sell-out effect will diminish, a negative to
tier-2s such as AMD. We also believe the sector’s valuation will be lowered; that
said, earnings revision will be a major driver for shares, and we see significant
room for Nvidia’s consensus to catch up. In Al, we refer GPGPU leader — Nvidia
(and Uigreen), HBM leader-SK Hynix, Al ODMs, and Edge Al on PC — Lenovo. On the
other hand, we are cautious on the general server demand in 2023-2024.Non-Al
uninspiring but well known, selective: Despite muted smartphone demand, we
continue to like Huawei’s smartphone share gain, which will accelerate in 4Q23-
2024, backed by new model launches. We prefer Will Semi, Maxcend and
Fangbang in the supply chain. In addition, we expect the global WFE to remain soft
in 2023/2024, while believe Memory and China WFE to outperform; therefore, we
continue to like ASM Shanghai, which also benefits from HBM. For overall tech
cycle, we reiterate our view of a U-shape recovery in 2H23 but don’t rule out the
possibility of an acceleration in 1Q24 on lower inventories. June monthly
sales/data: In the past month (2023.7.10 — 2023.8.11), Sunny Optical, Mediatek,
and Vanguard saw major consensus downward revisions on 2023/24 revenue. For
Taiwan May sales, Hon Hai YoY decline shrinks to -1.23%, thanks to increasing pull-
in for consumer electronics product. Further details on page 8. Risks: 1) weak
demand; 2) shortage; 3) product delays; 4) competition
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Scott Darling: Presentation: Asia Refining — Short Term Upside or Structurally
Tight Outlook?
Asia Refining — short term upside or structurally tight outlook?

With Asian refining margins have risen ¢25% q/q and the prospect of a robust
demand outlook in the near-term, we believe selected Asian refiners may
represent an opportunity.

Asian refiners on average have underperformed in absolute terms so far this year
(with the exception of Sinopec), but have started to reverse this trend.

Asian refiners trade at 1.1x P/B on average for 2023E, which is c20% discount
relative to its 10-yr historical average.

On a P/B basis, Thai Oil, Sinopec, PTTGC and Sinopec Shanghai Petrochemical all
trade around 0.50x, a ¢25% discount to their 7-yr historical average and a c32%
discount relative the average for Asian refiners.

While we see the prospect of a short term refining rally, our global refining oil
product supply/demand balance suggests limited margin upside in the medium
term.

Bonnie Zhou: China Prop: Predicted Performance before Policy Supports
Produce Effect

China’s National Bureau of Statistics (NBS) announced the property related data for
July 2023 today (15 Aug).

July numbers were still weak

GFA sold and Sales value had a 46%MoM and 45%MoM decline in July. We see
new housing market is still quiet, although positive policies declared in late July
and early August. It needs more time to generate details on local government level
and reflect further loosening on the demand side, in our view.

In the first seven months this year, GFA completed had 20.5%YoY growth, driven
by the historical high contracted sales in 2021 and the “Guaranteed delivery”
environment. GFA under construction was down 6.9%YoY, which was similar to
2019 level in the same period. Real Estate Investment (REI) was also down
8.5%YoY. We attribute these to decelerated land buying, and developers are
slowing down construction progress due to sluggish sales. GFA started was thus
down 24.5%YoY. We believe the decrease in new started volume would also
impact pre-sale, as it implies fewer projects to be launched in the months ahead.
We expect new housing market may need more time to see a rebound.
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By Jul, we see ASP still had a 5.3%YoY growth, while Sales value turned to 1.5%YoY
decline after YTD YoY growth narrowed in Jun, dragged down by volume decline.
According to ASP trend, it peaked at Feb-2021, then a downswing during 2022, and
picked-up in 2023. We interpret this due to structural shifting 1) from lower tier
cities to higher tier cities; 2) from necessity to more improvement housing.

On funds raised, YoY decline widened to 11.9%. By sources, funds from domestic
loans, foreign investment and self-raised down by 11.8%YoY, 43.9%YoY and
24.1%YoY, respectively.

Valuation & recommendation

The major 24 developers we track had an average 10%YoY decrease in terms of
YTD sales value. In July, their contracted sales had 39%YoY and 37%MoM declines.
Yuexiu Property (1628HK) had the fastest YoY sales growth at 68%, followed by CR
Land (1109HK) with 26%YoY, COLI (688HK) with 23%YoY, and COGO (81HK) with
21%YoY growth. We believe SOEs would continue to outperform on sales and land
buying. On polices, we expect 1) more loosening on purchase restrictions in 1-2 tier
cities; 2) more directions on lowering interest rate for outstanding mortgages; 3)
Low interest environment for new mortgages.

China A-share

Yugen Xun: 4 f83E —— K #5F#)4E 520230815
B &

LARF 4 F 35 5.

2B T T A

3. A A AMH R

Yang Zhou: WIill Semiconductor (603501 CH): Profitability to Recover;
Smartphone CIS Share Gain Underway—Maintain OP & Cut TP by 25%

Transfer of coverage and maintain OUTPERFORM: We transfer the coverage of Will
Semi to Yang Zhou and retain our Outperform rating at Rmb114 target price. Will
Semi’s 2Q23 revenue came in below market expectation at Rmb4.5b (+4% qoq/-
18% yoy), which was -13.2%/-9.7% below HTle/cons. Furthermore, the company
reported net loss at Rmb46m due to GM slip (17.3% for 2Q23, -7.4 ppt. gog/-16
ppt. yoy). We lower our revenue forecast to Rmb20.15b/26.39b in 2023E/24E,
0.4%/30.9% yoy. Our new TP of Rmb114 is based on 40x 2024 PE (at avg 12-month
forward PE).

CIS Inventory to normalize in 2H23: Will semi’s 2Q23 inventory was Rmb9.8b
(down Rmb0.94b qoq), higher than market expectation at <Rmb9b, due to stronger
USD FX and weaker demand recovery. On the bright side however, we are looking
at normalized inventory level at OEMs since 1023 and inventory remains healthy in
2Q23 thanks to conservative orders. We expect CIS supplier’s inventory to
meaningfully decrease industry wide in 3Q23 and Will semi also guided inventory
to be back to normalized level, which equals to 3-months sales, by end 4Q23.

Smartphone share gain underway: With 50D entered MP in 2Q23 and 50H to be
released in end 3Q23, Will Semi is on track to regain smartphone market share.
The company is confident for 50% market share in lower-end (less than $300)

7 HAITONG
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android market against Samsung, Additionally, according to our channel checks,
Sony is facing capacity bottleneck due to lower-than-expect yield rate for its triple-
stacked CIS and we believe Will Semi would be a major beneficiary as its 50H is
collaborating with Honor, Xiaomi, Vivo and other key android players for their
flagship smartphones. On the other hand, as Will semi’s new products are
targeting 20-25% GM, we expect its smartphone CIS GM to recover alongside the
cost reduction from foundry partners starting 3Q23. We now forecast its
smartphone CIS GM to be 12%/18% for 2023/2024.

Multiple layouts for LT growth: Besides smartphone and auto CIS to be Will semi’s
key growth drives in 2023/2024, the company is still making progresses in its
multiple layouts. Will semi has released its auto CAN/LIN products with the
acquisition of Sitcores and is expecting power/MCU to contribute in 2024/2025. Its
LCOS will enter MP in 2H23 and OLED driver is also under evaluation. On the other
hand, Will semi is also well positioned for ARVR and Al driven CIS demand
especially in smart security.

Risks: 1) lower than expected demand, 2) slower new product development, 3)
pricing pressure from customers/competitors.

Huijing Yan: ¥ & d (603057 CH): HAE%: 23H1 (1 EHKFR b+12%, %
A RRAAR

FREE:

| 23H1 o3k & V384 F)E B Hb452.1%, 2023H1 A2 F R 5 F ALiE
A7, 8 BINE Hanig, FSHkgEAEMIEK, 23H1 A8 Eik 17.43 12
A, B3 6.48%, )3E44)1E 1.8 1270, F)3E 55.11%, Foidf/E)38%4)iE 1.42
127, B3 521%, ZEMINAATSM 329107, Bl 144.15%. L55
A, 23Q2 /A3 E1% 9.88 127, Fl¥E 1.48%, )3H:44)id 1.35 120, Rl
53.47%, 2 EMILER T A 2.82 10T, F)HE 86.81%.

12302 £.A4) %, AHFR;APR. 23H1 28 L4154 21.13%, Rk
+4.03pct; 44E M F /BT A F/ W55 A FES R A 5.04%/4.9%/-0.08%, [
P AL 3 A +1.52pct/-0.41pct/-0.11pet, 4EE R M ERF T 24 L% A
Aoy JAESAE A 103%, FlH+3.23pct. EFE A, 23Q2 & £ E A
22.99%, Fltb+5.dpct; 45 E R A E/TEFAR/MEFRAENA A
5.43%/3.48%/-0.1%, [l b AL5 5] A +2.4pct/-1.03 pet/-0.13pct; V34 F|F A
13.66%, [F tb+4.63pct.

[ 23H1 X ZAF H N Btk 31.59%, 23H1 & & SN/ & s B 4 & 286 B
5.44 1270/31.59%. & % 439 1271/25.51%. F#IRIA 1.66 1271/9.67%. £
gt 3.32 1270/19.3%. QKA A 50 1.69 1271/9.8%.

| 23H1 £ RN Bk A 70.25%. R AMA, 23H1 L4 A 15.15 1274,
Gtk 87.97%, A EMAN 0311070, S 1.79%. RixHAA, 23H1 B KRilk
AN/ Gy sl A4k 121 1271/70.25%. £+ 1.911070/11.11%. & 1.5 1274
/8.69%. it 0.75 1271/4.35%. 4 0.41 1270/2.37%. T3k 0.25 12T
/1.48%. %t 0.15 1270/0.9%. Ak 0.15 1271/0.85%.
123H1 I /E%3%m 442 R, )5 L, AT EEZPRTHERE, £F 5K
IR TAE A d, B4l E., ARk 23H1 R, 28 115 406137 K, FE
K 12%, AR T 22 5 R4 w42 R, LPATNEAEMIRENK
(£ EEHEBRXXFHE ) , B 1E5EI 439 £ £ 6105 K.
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| AT 54540, FHAIVTRITAE) 23-25 4 EPS 44 A 0.91/1.1/1.24 7T, A%
T HN 3] 2023 - PE f£ 29-39 42, £ EFASTIHFAR, B3] ki h Bk
Bk, & F—24EEEM, £ 2023 5 40 42 PE, /2 B 47 36.4 7,
B T KRBT RA,

| AR =, L RAAHI Sk s #vh; T E5mA5,

Bin Yang; =REW, %, (002857 CH): A RE E: REAFaEEL S, JTid3)
Fomk &

ZERRAE S FE R RN BRNAT L2, BadRas “HERFE
SHETANER R, 23T LREEIFELMIE. LKA ALAKEK
RE Z%. BEEATRIUOMAL. AU LAEEA%. ARRE TS,
it w e R AR K L S5A D RikIG K. o8] i Z R, RERTFioftfilk
%, HIZeHlh 56%, AL EREFA S MW BAkEE 250MWh, £ A
42 SOMWh. AftkAn N3] Je4E 8| B 4230 fo Z REGL IR B 212, Bh ABfe b 5K
R, o8] 5, g fe A BhR G RRE . MEAEREIR . 4k BAEITAE
W, Ak E A ARG T 5.

R RS GIRAR: HATFRITAE) 2023-2025 SFEILE I 4.86/22.07/32.49 12
U, FIAF) 0.39/1.90/2.77 127, *FEL 2023-2024 “F PE % 62.60x. 12.73x,
% JEF| 5] 2024 B L SAF R K E, B BREATAN AL FIEEER
dapik gk, HANL T2 E) 2024 F 25 42 PE, B ARIN4837.25 0L, AREE
BT “RTFRT” A,

RIe IR 7 FEREAT L E S B R, k&I B RATAMRIE. 5] F 8L
ARB N,

Yijie Wu: 453k B4y (000960 CH): 4R A2 KR E 2, SH4A K RAAL—EHAL
FX%F; FiAB 474 38%

A 4k A By, AT E AR TR T RKAGMAA KA, N E) 094, TR
HEXELRF—, MAFTERRKOGLET. I, B EZERGT
b ——AEIE R, k. A, AL BAL L H —ReG ARG, B
O RAD A Mk 8 b/, 4t 4.1 ok /. BT 2.4 Fob/F . FAMAR
12.5 Zob /5. 434 10 Hob /5. 4005tk 60 o /5504 7= fEALAR, 127 2022
A+ KL B H 2.

PR AS S, B EATRET . £ 2022 NSk, ARE AT KRR X
BEAE, BEREAEALTHLHAL. A 202358 A 184&, @a)RffE
e F, matEAERE Z KGR, RIS e A kAR a it
RE RN, TR FRAE, AT N 1T,

KRGS R R A, T TGRS, BRFF R ARAM G F 220 5
o, RRmRESANAGSEFREM A E— RSO R R E R
AR AT R R BT IR, BR300 R K AE45 A BITH = BT
KR, F—7d, Al KBV FREEZLERKGKIE. FH 335, S
AR R AT S R Fit FAuR & i E SRR, BIFAMEA TR E S T
sk R ER Y —K, BEANERALESHCH. ZTRFRLAH T
Ha,

2 AT 5 R AT E] 2023-2025 F5 Ll A S5 A 507.88 12,
527.44 1., 548.56 12, 4 &) 2023-2025 )38 4 F)4 %] 4 19.36 12, 23.73
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2. 26.39 1¢. ATt 4>58) 2023-2025 “F EPS 4% 4 1.18 /L. 1.44 L. 1.60
T, BETT A EEART, RA14-F 4 3) 2023 4 18 42 PE, B A-iir#% 21.24
L, HFHF T RKF” A,

KR T 2 BMAE R AL, MREFAEGRE, THERESATY
R, B R IhE L AR TR AL 6 R,

Huaichao Zhuang: XW#1# (002709 CH): 23H1 )28 4#)iE F) kb-55.67%,
% AT GDR B rA21d 59.78 147t — 4 BEHA T K ¥; TA B 47 29%

2023H1 24 FERE T % 55.67%. 2023H1, 23] RILE LI 79.87 1L
A, BT 22.93%. EH 2845408 12.88 1274, FlH T 55.67%. S
tedE B A 12.71 1270, Rlb FFE55.97%. 4= b4l 45438k, 44
fif R BIEAR M AT BRI ARAE F H B HbIE K 2 39%, T d T2 B R AHAHI 5K S
52 FEFA, 23H1 A35) WRER T S4B A BTk,

#LEAT GDR B X AAILARK T 59.78 1274, 28 KKEZ AT GDR AR EH4H
£, RETLETBERIMAEDAAR T ELILEFAMITES FAL
AR T 59781270, ARBRERLLF AR LARMEHETHE TEL
BRI 30 e A AR B . REEMNRGSF S 20 HebwiERCR A .
W) B L RIGF* 30 Zeb B AFaAE . AN RBGSF > 20 Hebded T4
MW R R R B . 8 AR GDR AATRE R AR ZATHRA G, WA Fod)
FEWERE, BFHNE) DAL, MikNE EEE TG EAE, SR
BRBRAT | BRERAKAR E M AR A ik AL ) BAN AN ) EE T A

428 T kAR A By e dt kS RORA], 1) BN B &, 8] B A
WALE P S AAA), 12 OEM L) Fr464b 4 = AAEGE; db £ 0ifR R A 4
Git, MB kA, LHHEFERF 23H1 484 %M, 2) kit b,
BRBRARIRSE = RIMAIR T, >8] B b IF A B, HEARBRITREF
b FH e, FIRRAXANA, RATLBTA R, 45T REFE, A3
A 4B T b R A R 2k 7 Al S A ST BUBRBRLAA A NaFS| #9448 K ik
&, R FIILA Ak tnik.

B AL AT = b B P AERMR R E St 1) 4NE) 23H1 45 FA8 P
K, 8 AP E R, RERN. A4 AR SIS 2) 5
SaF @, 48 23H1 T EAEH R PIAER FAEILR] 5 Ik, IR IRA I Hb4E
7= o LB R PR A EHE . FIBHRE NS 5SRO EE P
HEAEXRE, B EA SR EPERER, Tt SHIE. &4
IR = b B R A 23H2 4L E.

ZAFR,. &FFBPE T, RN TFALSE. KRMNF+23E) 2023-25 F4F)
845 4 30.05 12T (-40% ) . 39.03 17T

(-40%) . 50.731C7L (-31%) . T3 4Tk ok fa s T — FAS R EM,
#5435 2023 F 25 1% PE, *t R B AR 39.00 T ( LKk B AR 55.02 7T,
-29%) , $iF KT KT FA.

AR5, TRBCRAE; HARERANE; BRHANEES).
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Nicole Zhou: iEHBIE A EF42H4R4TRHA TR

E e

i, 3 REFaE KA g, HFRENENGERLTEREREILE RS
B ATG R, BRGNS iETafEie. HRLSIL, MK ERE
5.8%-72% % (£ 1) . 7@ EEREIZING, Gk, ZFFLA
M 49 % RA536008) ETE M 34T T 6 2.581E,

LT

AT T2 BT ROA, K5 ETRITARA AT

#. 2013 SRR, BF YA EIATL “Fek” RS TR EE,
VAE ) RURE, B 5 BRPRAS B A9 A M AU, iR LI A PR ARR . ek F5 5
EEE (& 2) . skob, HIREG ETARAT, ATARA 6915 1677 S ARA AR 6 AT
A Fn N 4w 4876,

1AL F 3 5 = Ao i ad = L AT 6 b L ) 2019 AP B .E 245 BT
M, RECAERE d#F. FHELERST, 23Q1 TAEREEAORE, ST
GEL# A 7.4%, ek F bk 10.2%. 5 2019 “F 6 A 4atk a3 T 8.0 /-
ANE50NESE (B1).

4T, RITI 10 FEMKAF I ZHKREE S RRELTT. BRAKRLE
Rit 10 FEFKEER 25N EL S E, £FiHE 10554 (H2) . RB4R
ATRALRE AR K, SEURRELRTHHELT, ATAAKISLAELRBE
e, BEHER T, 23Q1 F BT AFIEAR IEK 1.3%. WL TFHRE, &
BRI S BT IRRS.

e

SRATIR % ) 5 B e R4 fE e 5 T 4.

Junjun Zhu: Presentation: /L 473 #4824 (8 A#r)

2023 F—F &, BARGHEFLITEF, TH. ARFRXERAMN LKL
AHFTI5 2, POH M AR EW R, FutBBAA BuERE, Labb o7k
B A I Bk S RIS R L 7T g R, RIRG TR ok,
sl TAT L HATIRRE, TOARAHFLRG . B2, Fiig, L£&ls
. BRI BDA, T AR st fifo R4k T0 4. 2
BRAEGEZERE b AEa %, BB MiE& METH:; FTRFAA
W, AR HE AR,

W3 LR 5 AT ETFAS, REASGREIZETULIN, ZiRFE, &
By, BNy, eEleAwm A RER F24HE B in,

R e: s Ktam %, FaMtsb ke Tk §RAATMF.

NanYu: BiR: B3#T 5. ¥ AL, BFEAZH/EHR—F =8
Fiay

| =B T3 = . LiE%E48 F#k 3.0%, XiEMm A, T 1.4%. 2023.8.7—
2023.8.11, BB MIE4K(-1.4%), B LiELEdE (-3.0%) . THIELAT K
g, MEEH (+15%) « AUE (-08%) « HHEMA (-1.6%) . ANFGR
E (-1.6%) . SRFEIEH (-1.8%) . FHikads (-1.9%) . #H0 (-26%) .
i#(-29%) « AKX (-31%) . iR (3.9%) .
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| E— B B8 i MERIE, HEEH0 R IRIE,

| ATiE404E AL LA A (8 A 11 8, FR ) , SCFI 330K T 1044 5, 3577
—F (8 A48, TR ) +04%; LR A, BDI T 1129 5., 77— F-0.6%;
BDTI H A 38500k F 802 .5, 4 T—+0.2%:; BCTI B FE 48404 F 670 &, AT
—J8-5.1%.

|EHAGE: AT dEFEERT A, BFRAEKIEA 2Mmiz, AT £ER
BAPIE P £ 0] Y BEMIL TG —15; eih: 7 A ik K RIGHE LRA
27.9%, MALPALIEK; Ho: LFFLEEO TR TS LER LK
8%.

| 4% 7 F vk

ME: 23 F EFFERMILmEEE, A—F4RAEAR. BiFes. §RIR
pb Bk, RAVAA TR EASA S, KEMEd L4 &K%, FA
Fi5, MAFHATERME B, MAERZEHR T, EFRAEBTE KRG
— BB, SLINEII AL EIREE, L5 E A FRIRE, BIR&A Lit—
G155, REAME LS KIAIE /5| #3gk KB e i g, BiTlEelEs
%2, AHARRMEATLRMETETERT (REHREHKRE. ZHTH
1), Z R ETAE K IR TNE, REFEESTHTNE,

M. #AEEGREKELN, AR KAEH Lm1a.

Wif: 2022 F, HRiBATLZBEFENEMAA A, LEFRIKILEF, R
BT F R HKT, 2 a THERENTLER, @iXRGEZERARINA
Bk, HEATR 2023 4F £ B hif 8] 2 2N TAEE, FBloitabh Mz
., ATAEE, 2023 15 A, 50 ERS LM EP EIEZL CR8 A
84.6, 4 1-4 A T 0.1. &A1F03t 2023 4 CR8 ¥4k 441232 4+,

AiE: FIBIEM 22 Fikdr Tk, RAVAAZTEE L EZ ¥R, 23 FENEHS
FEH; hERFEMATH, KARGENEFEF, KRINAARREEH
B fdrsE, EMatAEERR; FREAS P ETAS, XiEEHE~ L
4k,

INFE: 2023 F QL FHik kb gk B A0 T R ATE AR, 2023H1 Fik Ak
A AprEARRsa AR E . KAVAS, THFFRAZHEAREFTRA NG
it —H E A, Fip R g A PRI RA Y, B KRR T R AL RAF.
SUEE. RERSZHETITN.

| R EEAIHAMME. THRE. PEEMR, B A 2MEsE
A, [Eidakig, 3R 0.

| SR LE., ks, KEPAX, AREFRERIGE LAY,
ZF KW@ TE.

Xianlong Chen: #t& @¥%F, 48. #H Lk

HREE

| 2B RATESF ONANBFELME. LACIHARNEEN. BN
B 0E A H-1.37%F2-3.24%, 8 A 11 B I ¥4 1915.80 £/ &3), &
I G4 22.69 £0/5%3), Lo, 4RMiksktd s34 0.27%F=-
0.46%, Le9R B ETAR TAIAT T EARIM, HATRMEBET| L REL

M, EZEMEET LetE 8 A 10 B B v 7 A E LR 230 12 £ 7049 30
E b, 345454 4.189%, 4T 2011 7 Avi k&R GKF, ksEM

g 3 EE
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FERAEH LM, GFMBEFE, £ 7 A CPIHFE32%, ST
18 3.0%; 4% CPl % 4.7%, 1K T A4 4.8%. £iTMEF @, BRE 7 AKX,
KEHAHEEH 213678, LI n 23 vk (+1.09%) , HEFTiESEFE IANA
RHEAME. TLXE: LEAEL. PEESL. FEEE. BKREEL. B
EFRARE L, ENXE: WO EEF.

| fERE B 427 Hhk %4, T RMAr ZIAT. LABABEA, TIK
B BR AT Ao S BALAZ AL B SRR NG 5 A +2.0%. +1.2%F0-7.5%, FLBRELFokk i
1& B Ak 3K ta 4 71 7 -0.6%#42-3.9%. 8 H 11 B @B B ARIRM 27.55 7 7L/
wb, LME 484 2.03 7 £ 0/, P EKIIH &4 8R40 272 7 4/4. BiE
ARRES | N Ak FRIHM, 8 A9 B LF 10 .5, WIlEENEERA
42 EARIE EXTF 4, ZFNERRENH ST FA, BiHLHARHR
3412 k%44, 8 A 11 B L4 10 .5 33 4, %5 A 1628 493RM AR LA 10.1
LT, HAEFHL 177122 4%, 8 A 11 B THIRMA 1628 5 #ih A w3 )|
BEAX T AL IEATRNE) . BlEY, W45 RE T A48 B & SE 1018 £ 4%
4. ME8HA 11 AL 9 &, ZF TIMMAICLEE T 7980k, BATRS
B A 31512, FHAMELF) 31.48 10U, FHEFLF) 986 12, Hnik42 e
FaFEAIEM A 319 B L. RAVAALEFT HoF R T 2T RMMES ZIAT, &
WA ERFHERR. BKE: FEEL, RFE, R4, D
M. PH TR fehil, HREFNE,

| T 2R 7 ARG LT E A, Bif4s*F R 1.95%. L LME
48, 45, B0 B ikskta A A-3.0%. -2.7%. -3.9%; _LIAFT4R. 45, SRk
@A A-1.7%. -0.4%. -2.9%. 8 A 11 A LME 484/ 8295 £ 7T/ok, LME 48
#2179 £7T/e4, LME 434 2398 £ /U /oh, # SMM 238, 2023 F 7 A4REL
T EH 82.22%, ik 491 1M aHt, REK1e8Mrant., £+
o, F b 3848 A FF L& A 76.33%, IR 0.04 NE R ARRARGEF IR A
85.93%, HEK 8.07 AH L. 7T AFILERK—FHFETHHT ok
ek R, ARE AHITERRARIEE K, 2K HiTE ) L. &
fR4a7r @, 3% SMM #4E, 2023 F7 A (31 K ) B A BEE4E~ & 356.8 77
b, FHIEK 1.95%. 7 AHE A &iE4EE 75 kig K 3000 Z7£ % 1151
Zeb kA, 1-7 A E A Rig4e Rit =84 2367.6 Aok, FHEEK
27%. 7 AENEATFRREEM, T E2HTZmRE 702, 47
122 ek id, b6 At =5, Zak = EHALE 148 Zvk., L
KiE: ek, &rfaslk, MRAE. Rk, Z8R0FA5.

|4 LA 2B, Fbtat: FREEF, HE0BA 2 LK, LA AN
T 47.65 7 U b, B ikEEYE A +1.2%; AAAEE INAE. BRI R IREERE R A
+35%. +1.3%, k. dxHL. FAFL. HidhEse. SEARNEA
8, Wik ZFLFFATM, HRE. = FLREAMY, 24
FARSE TBCR S AT, B PR s R,

TingSun: PERATEEZHHIE, HERETFTHEH

HRELE: 8 A BHBRAR ST 7T AR, AREHLER . 2@EM
BB EMN KA EHh, FATHERNLFF LB, LHATHEERE, &K
A7k 2023 FrA & T firsmds st Kig g, ¥ RBAFRAZLLE, +FH
EMEK B RS E 26%EL, WREEZFAMLE. kapAl R 4T, R
ST ENHERFEM. o6 Kk PEAF. LKL, PEAK. P
HEg, PEIEA. AFiEA. RLES.
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| E4RAT R FAT LR A N: RESAXSHE (202348 A 788411
B ) dEA4TIE, % UAeReATik, FRIAT LI PR 300 4548, EAATLT
3% 3.41%, % AT TFK 5.15%, REATITFEK 5.17%, JE4AE/REIRT
Bk 4.03%, PR 300 $53L T 2k 3.39%.

|JE4: 2023 48 A T /EEIRL 7 A E, PERHFimEIETELS
FlEFMAANE. 1) 2023 F8 ARXH TR T ARHA. #EZE 2023 F8 A
11 8, 8 A B¥RAERDH A 94291274, BT 16.3%, b7 A Lk
1.81%., #EZE 2023 8 A 10 B, MEkA % 15888 1274, [T 2.68%,
BAEMBRH 3.14%. 2) PR G mikdfih T & B EEH AR, MA
THEH. ARG RERRE. AEFIEAPIRILTTAA 100 &
() A, vA1IE () A48, ETFIIARE BME Lk, #1418
WX HWE., RNPHRRTHRIEHEA E2 RFAHGBRER, 3) KERD
MANEBER, REDILOFLBFEAE. b RS2 FABirlh okt
DRFERYH (EADHERD) MALHELBNAERLR, BIELAE
WP IRIGEAS ERAT. RRFTRER S, AT T A8 ikiE 4
5FBRLGEANTELHER T B, RNVAAREH A Fit—FR
SR ashE, RATHERE, WERFIHNARLAAAE, REFTATHS
REELERE. 4) PEXHIIEH (GREAEF LGN , ERAREREL =&
K BT E 3RS R At R 542, AE AR SIE T ST A T E 4938 2K A T
¥ e MAGREAIANA. KMAH, (G5HAEEFLIET]) 91597, 469
FAF MR NG MATATE A By, KA RFBGAHHE, I
B3R A - S 2 RSB AUR Y R EHNRIRNES, EHEMRHTH
A BT R, WHRETHERTAEAR. 5) 5FARIFRAT T G RILF,
FE4R ETF MARE K. JE4R2ak4T Ak ETF A\ 2018 49 5 R3EwZ)| B 7749 18
3, REBMMBELEKFEAL UM%, #ILZE8 A 11 0, EMABEKZE 7976
1270, BFmEK 9.4%, B R FIELIRIEANE] ETF. 2 FIELI5IEA ETF
MAERERTFHAMETF, A X ETF ARABTMAEZRIEK, THATE
5. 6) 2023 F 8 A 11 B AW AT kF¥1E1E 1.4x 2023E P/B, K IE(RAS(AMLR
Rk A g & AR AR, P EiEA. AFiEA. SthiEK. RN
¥F.

| PR RAssir s, RABALERN. 1) B0 HAPURAMT T F4
ZFI4E, W RKEMBRPIE N E, EHZFEIVRAOAH BRI FE 09432
K, RMEERAA R EMIRE RN, PRALFIRETRE AT~
A AT, HRRRT R THE. 2) 2 BETEAHPRAERK
B AT ML RARTE AT AT T4, (GE4o) 728, B IT4HF 5.,
KBS, BHARE BERFIENRRNS) LT RZHFHEL, R
B A, ATk, S HRmiLIERE R, HE— AR LIS A IEAT
A 30%VvA B, A JRATH A 90% VA £, RFIEB£& HRAICIABHIR, #H
By Sk SR AR IA ARG TR AT L], 3) PRI E B B 20 B HasE
M, RAUERILIRIEHE, BARKBARFATAT, BARMAEZFEN,
WA HENLIER FEM., KAVAH, 2023 F44 NBV A 2 KBk, &
FlHEFHAE R L EIE K, 2023 F 8 A 11 B R4 (E14 0.48-0.84 1%
2023E P/EV, 144 -F /A 4845, XK IEAT AR KA AL,

| 3 7UaRk: 1) 1346: 2023 —FEAZ46% FHALH 21 HALA, Rl
+5.23%; 2023Q1 #F2ZZ YA 280 10T, F)kig 36.39%, ik 2022 9
EE 69.3%, A)iDE 5 217 127U, Fk+75%, IRb 2022 FwWEEEFT AR,

g 3 EE
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2) BA%t: 20237 AEHRR T HRREN 8210F, MR A 517
1270, Bl #1+19.9%. +0.2%. 2023 4 6 A 4 E MR 4418 126 12
7T, Ry 20.9%.

| A7 db e BE B8] AT RiFHEA AR>S 3 T oRk, o4
P E P, FHEEE. FPEAE. PERE. PIEIEA. AFiEA. LliE
K. Bin%E.

| AR R F R L G AN E FiF.

TingSun: ¥ FFEILFHEK, it LFF2F) BT ——iEHf Tl
2023 £ P IRATHE

KFEE: 2023 FEFF0 HRARHH 10271 124, BT F 2%, IPO &
FMALR) BLIR Y, HARATAALN G TR, A2EME] T 3847 b 521545
WK, EATHITHBA S, BERETRFEK, it 2023 £ LFF
L AR AFAR LRA 12%, —FEAAVEE L THF 10%. B 774548 &
MK, Bt RE afe BATH 4, % EITLE RIRABR, RIVAHK
RARKINRE, ZRKEFHEIEA. AFIiEA. HMEAF,

12023 & L ¥ AT HBE A, 1) 2023 F L ¥ EFHAYHBRALHTA
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Gaurang Kakkad: ITC (ITCIN): Cigarette & FMCG-Other Business On Good
Footing; Hotel Business Demerger A Step In Right Direction—Maintain OP &
Raise TP by 9%

Cigarette Continues Its Double Digit Growth Trajectory; FMCG Business Sees Good
Revenue Growth & Margin Expansion

Cigarette segment reported tenth consecutive quarter of double digit growth of
13.0% YoY (vs +29.0%/+14.2% YoY in Q1FY23/Q4FY23) driven by volume growth of
~10% (in line with HTI Est). FMCG division revenues grew by 16.1% YoY with 4 year
CAGR of 14.0% YoY in Q1FY24 (vs. 10.9% in Q4). Hotel Business grew by 8.1% YoY
and is 53% above pre-COVID levels with segmental margins expanding by 165bps
YoY to 21.9%. Paperboard/Agri revenue declined by 6.5%/23.7% YoY. Ex-wheat
exports, agri business grew by 31% YoY. Cigarette and Paperboard Margins
contracted by 101/476 bps respectively to 62.4%/22.3% respectively. FMCG-Others
EBIT doubled YoY with margins expanding by 376bps YoY to 8.3%. Despite decline
in Agri business, margins for the segment expanded by 244bps YoY to 6.2%. The
board of directors approved the proposed de-merger of the ITC Hotel from ITC Ltd.
The share entitlement ratio stands at 1 share (of ITC Hotel) for every 10 shares of
ITC Ltd.

FMCG-Others Topline & Margins See Good Traction; Cigarette Business Reports
Volume Led Growth

The key takeaway from Q1 result are (i) strong volume led growth in cigarette with
4 year volume/value CAGR of 4.2%/ 8.3% (4.1%/7.6% in Q4) ,(ii) better than peers
revenue growth in Q1 in the FMCG-Others segment with strong EBITDA margin
expansion (324bps YoY to 11.0%) , (iii) strong 4-year revenue CAGR of FMCG-
Others business of 14.0% better than market leader, (iv) agri-business performance
was muted (on expected lines) due to wheat export restrictions, however ex-wheat
exports revenue grew by 31%, (v) hotel business tracking revenue & margins above
pre-COVID levels, and (vi) subdued demand, sharp reduction in global pulp prices,
high base and low-priced Chinese supplies in global markets resulted in weak
revenue and margin performance in the paperboard and packaging segment. As
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highlighted in our note (Link), the de-merger of hotel business is a step in the right
direction given the cyclical nature of business and low ROCE profile. The de-merger
will also aid in value unlocking for shareholders along with improvement of return
ratios.

Valuation & Recommendation

We maintain our EPS estimates for FY24-25. We roll forward our estimates to
Sept’25 EPS and based on our SOTP valuation derive a target price of Rs505 (earlier
Rs465) indicating a target P/E of ~23,5x. We maintain OUTPERFORM rating on the
stock. The key downside risks include increase in competitive intensity in cigarette
business, high input costs in FMCG further impacting margins, and impact of macro
slowdown on hotel business.

Rahul Gajare: (Revised Edition)Crompton Greaves Consumer Electricals
(CROMPTON IN): Subpar Performance—Maintain OP

Crompton’s Q1FY24 performance was below our expectations with larger margin
drop a surprise. The revenue almost flat with 1% growth with ECD at 6% while
Lighting and Butterfly reporting 13% and 14% drop, respectively. In ECD, the
Appliances business saw double digit growth while Fans saw steady shift towards
BLDC/ premium products. Built-in Kitchen appliances’ Q1FY24 revenue stood at
Rs110 mn with operating loss of Rs70 mn. The company reported a sharp drop in
EBITDA margin at 9.9% (down 190bps) given loss in Built-in Kitchen appliance and
higher advt spending at 4.2%. Earnings dropped 8% due to weak operating
performance during the quarter. Trade channel has shown recovery across key
markets and alternate channels reported growth of 32%. The company is in the
midst of transition from Crompton 1.0 to Crompton 2.0 with focus on profit led
premiumisation, innovation, GTM and supply chain excellence along with Digital
enablement. We now expect Crompton to report 18% consolidated earnings CAGR
over FY23-26 as we have marginally trimmed our earnings estimate by 8-9% over
FY24-25. We introduce our FY26 estimates and roll forward valuation based on
Sep-25 to arrive at our target price of Rs410, based on 36x (unchanged) Sep-25 EPS
of Rs11.4. Maintain Outperform.

Result Highlights

At Rs18.8bn, consolidated revenue grew 1% YoY. ECD revenue growth of 6% YoY
was offset by revenue decline in Lighting (down 13%) and Butterfly (down 14%).
ECD revenue was driven by strong momentum in the premium fans segment (28%
vs. 24%), particularly BLDC, and continued double-digit growth in Appliances.
Agricultural Pumps category grew by 7% YoY. The company reported EBITDA
margin at 9.9% (down 190bps YoY) and thus EBITDA declined 16% YoY at Rs1.9 bn.
EBIT margin of Lighting increased whereas ECD and Butterfly declined. Thus, PAT
dropped 8% YoY to Rs1.2 bn, given muted operating performance.

Valuation & Recommendation

We trim our revenue estimates by 3-5% over FY24-FY25 and EBITDA margin by
50bps and 60bps for FY24 and FY25, respectively to factor Q1FY24 performance
and management commentary. Thus, we cut our earnings by 8-9% over FY24-FY25.
We now expect Crompton to report consolidated revenue and earnings CAGR of
10% and 18%, respectively over FY23-26. We introduce our FY26 estimates and roll
forward valuation based on 36x (unchanged) our Sep-25 EPS estimate of Rs11.4 to
arrive at our target of Rs410. Maintain Outperform.
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Tarun Shetty: Aurobindo Pharma (ARBP IN): Upside from US and EU Businesses
are largely Priced In—Maintain NEUTRAL & Raise TP by 33%

ARBP reported a strong Q1FY24 result. Revenue growth stood ~10% YoY driven by
~22/9%% YoY growth (in CC) in the US generic injectable and EU business while US
0SD generic and branded injectable segments recorded ~+1/-19% YoY growth.
However, the company’s ARV formulation business declined ~49% YoY. The
company’s gross margin stood ~53.9%, flat YoY due to business mix. However, the
company EU business margins improved to mid-high teen primarily due to increase
in utilization levels. This, coupled with a relatively stable US pricing scenario and
softening in inflationary trend has led to EBITDA margin of 16.8%, ~134bps
improvement YoY.

The improving pricing scenario in the US coupled with ARBP’s large product OSD
and Injectable’s basket has its US business to cross the US$ 400mn/quarterly mark
for the first time in 6 quarters. Similar tread has been observed in the company’s
EU business which has now crossed the EURO 200mn mark. Going forward, ARBP’s
commitment to launch over 40-50 products in the US, expected traction in the EU
(especially post commercialization of the injectable facility) and launched on
gRevlimid (in Oct’23) should led to topline CAGR of ~11% over FY23-26E. The
improved US pricing environment, higher utilization levels and contribution from
gRevlimid is expected to expand EBITDA margin to ~21% in FY26 (up ~560bps from
FY23 levels). Thus, the structural improvement in overall business has helped US
raise our target multiple to 13 (in-line with its 5-year avg.)

With that said, the stock has run-up over 100% YTD and currently trades ~15/13x
on our base business FY25/26E EPS. Thus, we believe most of the near term

improvement in the overall business is Priced-In. Maintain Neutral rating with TP of
Rs 810 (Rs 610 previously).
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