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Neutl’al (no change)

Highlighted Companies
Bharat Electronics Ltd
ADD, TP Rs120, Rs 136 close

We have an Add rating on BEL due to a
strong order backlog and sturdy order
pipeline of ~Rs400bn over the next two to
three years, government focus on
localisation of defence products and
reasonable valuations.

Larsen & Toubro Ltd
ADD, TP Rs1180, Rs 1369 close

We believe robust order inflows, increased
market  share, deleveraging and
government focus on infrastructure
spending bodes well for earnings, while its
core business valuations remain
reasonable.

Schaeffler India Ltd
ADD, TP Rs4200, Rs 4520 close

The company’s focus on increasing content
per vehicle and localisation, building local
research and development capabilities,
export opportunities and cost measures
augur well for revenue growth and margins
with the revival in auto volumes, in our
view.

Summary Valuation Metrics

P/E (x) Mar21-F Mar22-F Mar23-F
Bharat Electronics Ltd 21.9 17.8 15.9
Larsen & Toubro Ltd 18.3 22.9 19.2
Schaeffler India Ltd 54.8 35.8 28.8

P/BV (x) Mar21-F Mar22-F Mar23-F
Bharat Electronics Ltd 3.1 2.8 25
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3QFY21 results preview

m We estimate flattish 3Q aggregate sales with demand reaching pre-COVID-19
levels. Cost cut gains in margins would offset by higher commodity prices.

m Public sector orders to infra sector (L&T announced robust 3Q order inflows)
were accelerated. We feel sustained demand is necessary for private capex.

= Reiterate our Neutral rating on the sector; Add on L&T, Schaeffler, SKF, HAL.

Business momentum returns to normalcy in 3QFY21F

We estimate aggregate sales for coverage companies to be flattish yoy as sales production
reaches pre-COVID-19 levels for most companies with the resumption of labour availability
and supply chain operations in 3QFY21. Margins are likely to be a mixed bagged with most
companies seeing marginal expansion aided by operating leverage and some cost
reduction benefits likely offsetting higher commodity prices. Sustained higher commodity
prices remain a concern with industrial orders from the private sector yet to be revived. The
Centre for Monitoring Indian Economy’s (CMIE) 3Q capex data show the value of new
investment proposals fell significantly. However, government-led projects orders were
hastened in 3QFY21 in the infrastructure sector.

Transportation, hydrocarbon segments boosted L&T order inflows
L&T announced its highest quarterly order inflow of ~Rs655bn in 3QFY21 led by the
transportation and hydrocarbon segments. We expect L&T’s 3Q ex-service revenues to be
flattish, with likely margin decline of 77bp to 8.2% on higher base for hydrocarbon segment
margins. We believe ABB/ Siemens/ Thermax sales could be muted considering weak
opening order backlog (OB), while ordering is the key monitorable as capacity utilisation is
ramping up. Cummins margins could be aided by exports, but sustainability of China
exports is key, in our view.

Auto segment pick-up to aid bearing sector sales and margins

An auto sector volumes pick-up, mainly for passenger cars, would benefit Schaeffler and
SKF in terms of revenues and margins (led by increased share of manufacturing sales).
We expect defence company sales growth to be strong yoy on a low base, mainly for Bharat
Electronics (BEL) / Bharat Dynamics, while operating leverage would likely aid margins.

Neutral on sector with Add ratings on L&T, Schaeffler, SKF, HAL

Our coverage stock prices rose 20-40% in the last three months. L&T remains our top pick
with stock price uptick due to positive data points on order inflows, execution pick-up, higher
market share and deleveraging, while Government focus on infrastructure gels well for the
medium term. We have Adds on BEL and HAL with solid OB supporting revenue visibility
and government’s indigenisation focus. We have Add ratings on Schaeffler/ SKF as auto
revival and increased content per vehicle will likely aid financials. Order backlogs for many
companies have been thin and while strong industrial revival is positive, we think demand
needs to sustain for capex recovery to justify high valuations. We remain Neutral on the
sector. Downside risks: Sustained higher commaodity prices and demand revival delays.

Figure 1: 3QFY21 forecasts for our coverage universe
Company Sales (Rs m) EBITDA margin (%) Core PAT (Rs m)
Rating Dec-20 yoy(%) Dec-20 yoy(bp) Dec-20 yoy(%)
ABB Reduce 18,241 (6.6) 7.8 75 1,124 (16.3)
BHEL Hold 52,654 (15.4) 1.5 (378) -181 (111.4)
Cummins Hold 13,554 (6.7) 15.5 66 1,862 (0.0)
L&T Add 3,69,360 1.9 10.5 (86) 17,089 (20.9)
Siemens Hold 27,306 2.3 12.0 (61) 2,448 (6.8)
Thermax Hold 13,720 2.7) 7.9 17) 766 (9.8)
Voltas Hold 16,519 10.7 7.0 46 1,119 4.9
Bharat Electronics Add 28,388 25.0 17.5 188 3,177 47.7
Hindustan Aeronautics  Add 46,793 5.0 18.6 (30) 4,550 10.0
Bharat Dynamics Hold 6,614 30.0 17.0 650 848 59.5
SKF Add 7,690 8.7 13.5 324 720 40.6
Schaeffler Add 11,572 11.6 15.4 118 1,086 28.5
Timken Hold 4,112 10.2 21.9 (64) 564  (33.3)

IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH CERTIFICATIONS, ARE PROVIDED AT THE END OF THIS REPORT. IF THIS REPORT IS DISTRIBUTED IN
THE UNITED STATES IT IS DISTRIBUTED BY CGS-CIMB SECURITIES (USA), INC. AND IS CONSIDERED THIRD-PARTY AFFILIATED RESEARCH.
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3QFY21 results preview

Industrials - 3QFY21 earnings preview

[Figure 2: Capital goods — 3QFY21 quarterly snapshot

T T
(Rs m) + Dec-20: Dec-19 Sep-20 vyoy(%) qoq(%) Remarks
ABB | |
Net Sales | 18,2411 19,533 16,122 6.6) 13.1 We expect revenue decline yoy (not comparable due to divestment of solar inverter business) and substantial
H H improvement qoq with the revival of the economy. We expect EBITDA margin to improve yoy due to the absence of low
EBIDTA ! 1430! 1384 124 3.3 7.8 margin solarbusiness and cost control measures. Though core PAT could see strong uptick qoq, reported PAT would be
EBITDA margin(%) . 78" 7.1 7.5 75 bps 31bps weak as the company has announced Rs790m provisions on some legacy conventional power projects in the Industrial
Core PAT ! 1124+ 1344 855 (16.3) 315 Automationsegment. Order inflow commentary would be key to monitor.
BHEL ! !
Net Sales ! 52-554! 62,257 36,952 (15.4) 42.5 e estimate BHEL's 3Q revenue to decline by 5% yoy considering execution challenges in the power segment and
EBIDTA i 790i 3,287 6,325 (76.0) (12.5) cunail_ment of revenue booking to control elev.at.ed working c.apital. Wt_e expect EBITDA m.argin to decline yoy dug to
. ' negative operating leverage. Quarterly net provisions are volatile and will have substantial impact on EBITDA margins.
EBITDA margin(%) i 15 i 5.3 (17.) -378bps 1862 bps working capital and cash- flows would be key to monitor apart from management outlook on order inflows.
Core PAT I »181i 1588  -5561  (1114)  (96.8)
Cummins H H
| |
Net Sales H 13,554: 14,534 11,602 6.7) 16.8
1 | We estimate 3Q revenue to decline 7% yoy led by decline in domestic sales by 8.7% yoy and flattish exports. EBITDA
EBIDTA H 2’101: 2,158 1674 @6) 255 margin is likely to be aided by cost reduction measures and favourable mix (higherexport share), offset to some extent by
EBITDA margin(%) | 55| 14.8 14.4 66 bps 107 bps higher commodity prices. Commentary on exports and gross margins would be key.
Core PAT i 1.862i 1,862 1,456 (0.0) 27.9
Larsen & Toubro H H
| |
Net Sales = 3,69,360: 3,62,427 3,10,347 19 19.0 . 5 . . . .
i i We estimate 3Q ex-service, Electrical & Automation sales to increase marginally yoy as the economy neared
EBIDTA . 38,783, 41,177 33,348 (5.8) 16.3 normalisation. We expect ex- service EBITDA margin to decline by 77bp yoyto 8.2% as last year's margins were aided by
EBITDA margin(%) 1 1051 1na 0.7 -86bps  -25bps claims reve.rsal in the hydrocarbon segment. L&T annouvnced ~Rs655b worth of I'Ob!JSl orderinflows in 3QFY21, led pythe
H ' transportation and hydrocarbon segments. Working capital and government spending outlook would be key to monitor.
Core PAT 1 17,089] 21608 11,066 (20.9) 54.4
Siemens i i
Net Sales . 27,306: 26,686 35,190 2.3 (22.4)
1 | - . . ; ]
EBIDTA H 3,277+ 3,365 4,529 @.6) @7.7) Our.revenue growth estimate of 23% yoy (|sAnot comparable.wnh Iastyear.n.umpers du.e to sale ofthg mechanical drive
i i business). We expect EBITDA margins to decline yoy due to high base fordigital industries and smart infra segments and
EBITDA margin(%) H 2.0, 2.6 2.9 -61bps  -87 bps likely lower gross margins. Management commentary on cost measures and industrial capex would be key to monitor.
Core PAT I 2448l 2,627 3,331 (6.8) (26.5)
Thermax i i
Net Sales . 13'720: 14,101 11,412 @7 20.2 We expectamargin;ldec!ine in rgvenues due to Iowero.per'ﬂng orderba.cl(-logfor. energy segment, which would be offset
| | by expected execution pick-up in flue gas desulphurisation orders within environment segment apart from sustained
EBIDTA i 1,078: 1132 793 (4.8) 35.8 growth in the chemical segment. We expect EBITDA margins to be flattish. Order inflow growth could be muted
EBITDA margin(%) : 791 8.0 7.0 17 bps 90 bps ::Oorr:;::g?g core sectororders are yet to revive except for Oil & Gas. Management outlook on order revivalwould be key
Core PAT ! 766! 850 312 9.8) 145.3
Voltas | |
Net Sales | 16519 14,925 16,125 10.7 2.4 we expect sales growth of 11% yoy led by sales growth across segments. We expect EBITDA margin to improve yoy due to
EBIDTA H 1156* 976 1156 185 0.0 low bas.e for electro njechgnlcal projects (EMI?’) segment, whfle. low cost inventory and cost reduction me.asu.res would
| | offset higher commodity prices. However, continued cost provisions forthe EMP segment could pose negative risks to our
EBITDA margin(%) . 7.0 6.5 7.2 46bps  -17 bps margin estimates.
|
Core PAT : l,:L’lB: 1,067 867 4.9 29.1

SOURCES: EIP RESEARCH ESTIMATES, COMPANY REPORTS
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[Figure 3: Defence companies — 3QFY21F quarterly snapshot

T
Dec-20: Dec-19 Sep-20 yoy(%) qoq(%) Remarks
|

(Rs m)

Bharat Electronics

Net Sales 28,388 22,710 31,887 25.0 (1o

EBIDTA 4,968i 3,547 6,235 40.1 (20.3) We estimate strong sales growth yoy led by exe.cgtion pick-up fqr Long Rangg Surface to A?r Missile (LRSAM) and Akash
H orders, and favourable base yoy. EBITDA margin is expected to improve yoy aided by operating leverage. Commentary on

EBITDA margin(%) 17.5 i 15.6 19.6 188 bps -205 bps order pipeline and working capital would be key.

Core PAT 3,177, 2,151 3,971 47.7 (20.0)
I

Hindustan Aeronautics '

Net Sales 46,793! 44,564 48,538 5.0 (3.6)

EBIDTA 8,699] 8,418 10,281 33 (15.4) We estimgte sales growth of 5% yoy in 3Q led by service reyenues and ex.ecut_ion of Advanced Light Helicopter, Light
' Combat Aircraft orders. We expect EBITDA margin to be flattish yoy as the likelyimpact on gross margins would be offset

EBITDA margin(%) 186 18.9 212 -30bps -259bps by costreduction measures.

Core PAT 4,550: 4,135 6,134 10.0 (25.8)

T
1
1
1
1
I
1
1
1
|
Bharat Dynamics .
1
1
1
1

Net Sales 6,614: 5,088 2,768 30.0 138.9

EBIDTA 1124! 534 522 105 15.5 We e§tim§te strong sales gmwth in 3Q with the resumption of producliqn post a very weak IHFY21 We expect EBITDA
H margin to improve substantially yoy due to low base last year and operating leverage. Commentary on large orders would

EBITDA margin (%) 17.01 0.5 8.8 650bps -185bps be key.

Core PAT H

848| 532 262 59.5 223.2

[Figure 4: Bearings companies — 3QFY21F quarterly snapshot

T
(Rs m) Dec-20: Dec-19 Sep-20 yoy(%) qoq(%) Remarks
SKF !
Net Sales 7,6901 7,073 7,032 8.7 4 . . .
' We expect revenue growth of 9% yoy in 3QFY21F led by -43-14% growth in the auto segment and 5% growth in the
EBIDTA 1,038 726 918 43.1 13.1 industrial segment. We expect EBITDA margins to improve yoy led by favourable mix (high auto sales leading to higher

share of manufacturing goods vs traded goods), operating leverage, cost reduction measures which would offset higher

T
|
|
|
EBITDA in(% H 135! 10. 1 24 b 44 b
margin(%) 1 5 | s B 3 ps ps raw material cost.
Core PAT . 720; 512 650 40.6 10.7
Schaeffler ! !
Net Sales ! 1-’L572! 10,365 11,207 16 33 We expgct savles gro.vvth'of 11- 12% yoy in the current qu;ner led by 13- 14% yoy in the .autumotive segment, 1% yoy
. ' growth in the industrial (incl two-wheeler and tractor bearing sales) and 8% yoy growth in exports. We expect EBITDA
EBIDTA 1 1778l 1470 1,896 20.9 (6.2) margin to improve yoy led by operating leverage and higher share of manufactured goods vs traded goods offset to some
EBITDA margin(%) | B4 w2 16.9 UBbps -156bps SXeNtbYhighercommodity prices.
Core PAT I losei 846 1135 285 4.3)
Timken . H
| |
Net Sales H 4,12: 3,733 3,922 10.2 4.8 We expect sales growth of 10% yoy in 3Q as growth in railways and distribution segments would be offset by comparatively
EBIDTA ! 901! 842 827 70 8.9 muted g.rowth in mobilit-y and ABC segment§ as MHCV vqume; are yetto pick up. We expect EBITDA margin to decline
. ' yoy on higherbase on likely lower gross margins offset by operating leverage.
EBITDA margin(%) | 219 | 225 211 -64bps  83bps
Core PAT i 564i 846 499 (33.3) 2.9

CMIE capex trend shows new investment proposals
fell substantially in 3QFY21

New investment proposal and completion data for 3Q will
improve vs 1HFY21 quarter data trend as data gets updated;
but unlikely to reach last year’s quarterly average »

¢ According to CMIE’s capex data, new investment proposals fell 88% yoy (-22%
goq) to Rs801bn in 3QFY21 (quarterly average of Rs3.5tr in FY20). The count
and value of new investments will be raised in the coming months as new
information becomes available, according to CMIE. Interestingly a larger share
of new investment is directed towards the manufacturing sector, as per CMIE.

e Project completions declined by 74% yoy in 3QFY21 and declined 39% goq to
Rs433bn (vs quarterly average of Rs1.28tr in FY20).

o CMIE projects under implementation but currently stalled were flattish yoy and
goq in 3QFY21 at Rs13.7tr (peaked to Rs22.7tr in FY20). Stalled projects,
mainly in the electricity, transport and metals sectors, formed almost 11.5%
(flat yoy) of projects under implementation.
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|Figure 5: CMIE capex summary

(Rs bn) 3QFY21 3QFY20 ngm‘z";:) 9IMFY21 9MFY20 ngm‘z";:) Y20 FY19 o )(';:;
New project announced 801 7,014 (88.6) 2,652 11,979 (77.9) 15,722 14,834 6.0
Revived 79 815 (90.4) 1119 1551 (7.9) 1974 1936 20
Projects completed 433 1,669 (74.0) 1,402 3,411 (58.9) 5,152 6,499 (20.7)
Shelved projects 201 606 (52.0) 483 143 (67.7) 1874 6,779 (72.3)
Projects outstanding 2,03,001 2,04,855 (0.9) 2,03,001 2,04,855 (0.9) 2,05,037 2,00,945 20
Announced 56,767 60,064 (55) 56,767 60,064 (55) 60585 56,216 7.8
Under Implementation 119,589 118,129 12 119589 118,129 12 108,917 116,074 ©6.2)
Implementation Stalled 13,714 13,612 08 B74  1BER 08 23040 12,689 816

L&T announced its highest quarterly order inflows, led
by transportation and hydrocarbon sector

L&T announced order inflows (Ol) of ~Rs655bn in 3QFY21
(more than 2x 1HFY21 Ol) »

L&T announced its order inflows for 3QFY21 stand at ~Rs655bn (more than 2x the reported
ex-service order inflows of Rs300bn in 3QFY20 and Rs313bn in 1HFY21). Almost 55% of
the announced order inflows came from the transportation segment (led by high-speed rail
orders) and ~24% from the hydrocarbon sector. With likely order inflows of Rs700bn in
3QFY21F on a conservative basis, L&T would need ex-service order inflows of Rs440bn (-
10% yoy) in 4QFY21F to report flattish ex-service order inflows of Rs1.45tr in FY21F vs
FY20.

Also, we expect public capex (Centre + States + Central Public Sector Enterprises) to ramp
up substantially in 2HFY21F compared to 1HFY21. Central government capital expenditure
was up 12% yoy in Apr-Nov 2020 led by strong capital expenditure in the Oct-Nov months,
though we do not have much clarity on State capital expenditure.
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Figure 6: L&T announced order inflows for 3QFY21

3QFY21  Segment Sub-Segment Client Amount (Rs m) Details

Buildings & . Order from a reputed developer to construct a residential project and an office
- Mumbai - -

factories space in Mumbai.

Mumbai, Odisha, Andhra Order from a leading global shipping & logistics company for the design and

21-Oct-20 Infrastructure

Buildings & construction of warehousing logistics park at Mumbai. The business has also
21-Oct-20 Infrastructure ng Pradesh, Karnataka and R g logr pe .
factories ) received add-on orders for ongoing projects in Andhra Pradesh, Karnataka and
Tamil Nadu )
Tamil Nadu.
Water and .
21-Oct-20 Infrastructure effluents Punjab Water Supply & Order for providing 24x7 surface-based water supply to Patiala town.
Sewerage Board, Punjab
treatment Between 25,000

Water and and 50,000

21-0ct-20 Infrastructure effluents Gujarat Water Order for design, construction, and operation of Navda to Chavand bulk water

Infrastructure Limited transmission pipeline project in Gujarat.
treatment
Water and Secured by the business for the construction of ground level reservoirs with
21-Oct-20 Infrastructure effluents Bangalore Water Supply associated mechanical, electrical & instrumentation works, along western route (CP
and Sewerage Board
treatment 13) of Bengaluru, Karnataka.
National Capital The order involves Pre-Cast ballastless Slab Track system along with associated
21-Oct-20 Infrastructure Transportation Region Transport works for Delhi - Meerut section (82km) as part of the Regional Rapid Transit
Corporation (NCRTC) System (RRTS) network of NCRTC.
National High-Speed Rail .
28-Oct-20 Infrastructure Transportation Corporation Limited >70,000 To congtruct the 237.1k'm stretch MAHSR 5 C4 package, which is part of the
(NHRCL) Mumbai Ahmedabad High-Speed Rail Project.
11-Nov-20 Infrastructure Heavy civil National Capital Rgglon To ex'ecute anew, dedlca}ted, high-speed, high-capacity rail project in the Delhi -
Transport Corporation Ghaziabad - Meerut Corridor.
International Market Between 10,000 In Nepal, the business has won an order to construct a 220kV Gas Insulated
and 25,000 Substation along with associated work in connected substations. In Saudi Arabia,

11-Nov-20 Power T&D (Nepal and Kingdom of

- . the business has received orders to establish certain transmission links in the
Saudi Arabia)

existing 132kV network.

Construction P ’ .
18-Nov-20 Others and mining Tata Steel Secyred one of its biggest orders ever to supply 46 units of Komatsu Mining
; Equipment from Tata Steel.
equipment
National High-Speed Rail
19-Nov-20 Infrastructure Transportation Corporation Limited >70000 To construct 87km of the Mumbai-Ahmedabad High Speed Rail (MAHSR) project.
(NHRCL)
National Highways &
25.Nov-20 Infrastructure Transportation Infrastructure Between 25,000 To construct India's longest road bridge across Brahmaputra river connecting Dhubri
. p Development Corporation and 50,000 in Assam to Phulbari in Meghalaya.
infrastructure Ltd
Subsidiaries of Coal India,
Conscion 25070 I conpanies,
07-Dec-20 Infrastructure 2n3imn|1ne|2? and customers from Secured multiple orders for the supply of 90 units of Komatsu Mining Equipment.
quip Cement and Iron Ore
sectors
Reputed clients in building Received an add-on order from a reputed developer, secured a design-and-build
14-Dec-20 Infrastructure Bundlngs & tower, hospitals in Nagpur, or(_ier from a repyted client to cgnstruct a multispecialty hospltal in Nagpur; IT &
factories ) office space business has received an order from a reputed client for core works of
IT space in Bengaluru. Between 10,000 . R
and 25,000 a mixed-use building in Bengaluru.

Udhampur Srinagar
14-Dec-20 Power T&D Baramulla rail link project,
and a South Indian city

To provide electrical & mechanical systems for tunnels in the Udhampur Srinagar
Baramulla rail link project.

Water and Jal Jeevan Mission, Between 25,000 Secured multiple EPC* orders for the execution of rural piped water supply schemes
23-Dec-20 Infrastructure effluents h h ; A e f h h

treatment Madhya Prades and 50,000 in various districts of Madhya Pradesh.

Water and Between 10.000 Secured an EPC order involving design, engineering, supply & installation of plant
29-Dec-20 Infrastructure effluents Chhatisgarh and 25000 ! and equipment to lay 135km of slurry pipeline and water pipeline systems between

treatment Bacheli and Nagarnar and associated facilities in the State of Chhattisgarh.
31-Dec-20 Power T&D Saudi Arabia Won two transmission line packages in Saudi Arabia.

Water and . L Between 10,000 . . . . N
31-Dec-20 Infrastructure effluents G_ularat under Sauni Yojna and 25,000 P_ro;ect |nv9Ive:3 survey, design, procurement, laying and jointing of 2500 mm

Link 3 diameter pipeline.

treatment

Metallurgical

& material Domestic and International Between 10,000 Secured EPC orders of coal processing plants in the domestic market and a
01-Jan-21 Process ; . ; . - :

handling orders and 25,000 prestigious engineering & procurement project for a metallurgical plant overseas.

business

- . - : - . g

04-Jan-21 Hydrocarbon Upstream HPCL Rajasthan Refinery 70,000 The EPCC** contract is for setting up a dual feed cracker unit (DFCU), EPCC-07

Limited (HRRL)
HPCL Rajasthan Refinery Between 25,000

Package (capacity: 890 KTPA) for Rajasthan Refinery Project at Barmer, Rajasthan.
The EPCC contract is for setting up a petrochemical fluidized catalytic cracking

04-Jan-21 Hydrocarbon Upstream (PFCC) including propylene recovery unit, EPCC-03 Package (capacity: 2.9

Limited (HRRL) and 50,000 MMTPA), for Rajasthan Refinery Project at Barmer, Rajasthan.
’ Contract involves a new living quarter platform, ‘NQL Platform’ for 120 men, bridge
Oil &Natural Gas Between 25,000 RN , . X .
07-Jan-21 Hydrocarbon Upstream Corporation (ONGC) and 50,000 to existing 'NQO Complex' and major revamping / replacement of existing process

systems / facilities.

NOTE: * ENGINEERING, PROCUREMENT AND CONSTRUCTION, ** ENGINEERING, PROCUREMENT, CONSTRUCTION, AND COMMISSIONING.
SOURCES: EIP RESEARCH, COMPANY REPORTS
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Sustained higher commodity prices pose risk to
margins as pricing comes with lag

Figure 7: LME* copper was up 22% yoy (+10% qoq) in 3QFY21 Figure 8: HRC* steel prices rose 29% yoy (+19% qoq) in 3QFY21
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LME Copper ($/mt) HRC price trend (Rs/tonne)
SOURCES: BLOOMBERG, EIP RESEARCH. *LONDON METAL EXCHANGE SOURCES: CMIE, EIP RESEARCH. *HOT ROLLED COIL STEEL|
[Figure 9: Sector valuation summary
Compan Bloomberg Recom Price TP Mkt cap P/E (x) P/BV (x) EV/EBITDA (x) Dividend Yield (%)
pany Ticker ’ Rs Rs (US$ m) FY21F FY22F FY23F FY21F FY22F FY23F FY21F FY22F FY23F FY21F FY22F FY23F
ABB India ABB IN Reduce 1,276 900 3,694 116 63 51 7.2 6.7 6.1 81 43 34 0.4 0.4 0.4
Bharat Heavy Electricals BHEL IN Hold 40 30 1,947 -15 53 18 0.5 0.5 0.5 -14 19 n 0.0 0.0 0.0
Cummins India KKCIN Hold 617 480 2,325 33 26 22 3.9 3.7 3.5 32 24 20 2.1 2.8 2.8
Larsen & Toubro LTIN Add 1314 1,180 25,912 32 22 18 2.8 2.6 2.3 22 18 16 15 15 16
Siemens India SIEMIN Hold 1,650 1,380 7,952 77 51 43 6.1 5.7 5.2 53 35 29 0.4 0.7 0.7
Thermax TMX IN Hold 1,025 825 1,613 51 38 26 3.3 3.1 29 32 23 16 0.9 0.9 11
Voltas VOLTIN Hold 910 770 4,060 62 40 35 6.2 5.6 5.1 57 33 29 0.6 0.7 0.7
SKF SKFIN Add 1,840 1,720 1,248 41 29 24 5.8 5.0 4.3 28 20 16 7.5 0.7 0.9
Schaeffler SCHFL IN Add 4,498 4,200 1,936 56 37 30 4.7 4.3 3.8 28 20 17 0.6 0.8 0.9
Timken TMKN IN Hold 1,236 1,200 1,307 56 39 31 7.2 6.2 5.3 33 24 20 3.8 0.4 0.5
Bharat Electronics BHEIN Add 139 120 4,495 21 17 15 3.0 2.7 2.4 14 1 10 18 2.2 2.5
Bharat Dynamics BDL IN Hold 348 325 857 19 17 10 2.3 2.1 19 12 10 5 2.1 2.4 3.8
Hindustan Aeronautics HNAL IN Add 1,009 850 4,210 14 12 n 2.0 19 17 8 7 7 2.9 3.2 3.5
SOURCES: EIP RESEARCH ESTIMATES, BLOOMBERG. PRICED AS AT 14 JAN 2021
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group companies or associates. EIP is registered with SEBI as a Research Analyst vide Registration No. INHO00007793. Pursuant to a trademark
agreement, EIP has adopted “INCRED” as its trademark for use in this report.

The term “EIP” shall, unless the context otherwise requires, mean EIP and its affiliates, subsidiaries and related companies. The term “CGS-CIMB”
shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, or, in every
other case except as otherwise stated herein, CGS-CIMB Securities International Pte. Ltd. and its affiliates, subsidiaries and related corporations This
report is not directed to, 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 or regulation and remains subject to the
“Restrictions on Distribution” set out below. If your status has changed or the distribution restrictions set out below impact your ability to receive this
report please contact your usual CGS-CIMB representative.

By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set
forth below and agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure to
comply with these limitations may constitute a violation of law and limit our ability to provide reports to you.

This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated,
stored or reproduced in any form by any means; or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any
purpose without the prior written consent of EIP or CGS-CIMB.

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.

Under the terms of the agreement between EIP and CGS-CIMB, EIP is not required to issue regular reports on the subject matter of this report at any
frequency and it may cease to do so or change the periodicity of reports at any time. Neither EIP nor CGS-CIMB is under any obligation to update this
report in the event of a material change to the information contained in this report. Neither EIP nor CGS-CIMB has any and will accept any, obligation
to (i) check or ensure that the contents of this report remain current, reliable or relevant; (i) ensure that the content of this report constitutes all the
information a prospective investor may require; (iii) ensure the adequacy, accuracy, completeness, reliability or fairness of any views, opinions and
information, and accordingly, EIP and its affiliates/group companies and/or CGS-CIMB, its affiliates and related persons including China Galaxy
International Financial Holdings Limited (“CGIFHL") and CIMB Group Sdn. Bhd. (“CIMBG") and their respective related corporations (and their
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof. In particular, CGS-
CIMB disclaims all responsibility and liability for the views and opinions set out in this report.

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market.
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information
disseminated by regulatory information services, other publicly available information and information resulting from our research. Whilst every effort is
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of EIP and its affiliates/group companies and/or
CGS-CIMB or their respective affiliates (including CGIFHL, CIMBG and their respective related corporations) or EIP and its affiliates/group companies,
to any person to buy or sell any investments.

By EIP producing this report for CGS-CIMB, EIP has confirmed to CGS-CIMB that the opinions expressed are based on information it believes to be
accurate and complete and obtained through reliable public or other non-confidential sources at the time made. (Information barriers and other
arrangements may be established where necessary to prevent conflicts of interests arising. However, the analyst(s) may receive compensation that is
based on his/their coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations. In reviewing this
report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. Additional
information is, subject to the duties of confidentiality, available on request.

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India.
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of EIP. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.

EIP may have issued other reports (based on technical analysis, event specific, short term views etc.) that are inconsistent with and reach different
conclusion from the information presented in this report.

Holding of Analysts/Relatives of Analysts, EIP and Associates of EIP in the covered securities, as on the date of publishing of this report
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Analyst/ Entity/

Relative Associates
gr:y fintancial interests in the company covered in this report (subject company) and nature of such financial NO NO
interes
actual/beneficial ownership of 1% or more in securities of the subject company at the end of the month
immediately preceding the date of publication of the research report NO NO
or date of the public appearance;
any other material conflict of interest at the time of publication of the research report NO NO

or at the time of public appearance

received any compensation from the subject company in the past twelve months

for investment banking or merchant banking or brokerage services or investment advisory or depository or
distribution from the subject company in the last twelve months for products/services other than investment | NO NO
banking or merchant banking or broker- age services or investment advisory or depository or distribution from
the subject company in the last twelve months

managed or co-managed public offering of securities for the subject company in the last twelve months NO NO
received any compensation or other benefits from the subject company or third party in connection with the

NO NO
research report
served as an officer, director or employee of the subject company NO NO
been engaged in market making activity for the subject company NO NO

Analyst declaration

o The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his
or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and
autonomously in an unbiased manner.

e No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations(s) or
view(s) in this report or based any specific investment banking transaction.

e The analyst(s) has(have) not had any serious disciplinary action taken against him/her(them).

e The analyst, strategist, or economist does not have any material conflict of interest at the time of publication of this report.

e The analyst(s) has(have) received compensation based upon various factors, including quality, accuracy and value of research, overall firm
performance, client feedback and competitive factors.

CGS-CIMB DISCLOSURES
Country CGS-CIMB Entity Regulated by
Hong Kong CGS-CIMB Securities (Hong Kong) Limited Securities and Futures Commission Hong Kong
India CGS-CIMB Securities (India) Private Limited | Securities and Exchange Board of India (SEBI)
Indonesia PT CGS-CIMB Sekuritas Indonesia Financial Services Authority of Indonesia
Malaysia CGS-CIMB Securities Sdn. Bhd. Securities Commission Malaysia
Singapore CGS-CIMB Research Pte. Ltd. Monetary Authority of Singapore
South Korea CGS-CIMB Securities (Hong Kong) Limited, | Financial Services Commission and Financial Supervisory Service
Korea Branch
Thailand CGS-CIMB Securities (Thailand) Co. Ltd. Securities and Exchange Commission Thailand

Other Significant Financial Interests:

As of 31st December 2020 CGS-CIMB does not:

() have a proprietary position in the securities (which may include but not be limited to shares, warrants, call warrants and/or any other derivatives)
in the company(ies) covered in this report except for the following:
(a) Nil

(i) actas market maker or have assumed an underwriting commitment in securities of the company(ies) covered in this report except for the following:
(a) Nil

(iii) perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to the company(ies) covered
in this report and/or solicit such investment, advisory or other services from the company(ies) covered in this report except for the following:
(a) Nil
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CGS-CIMB, its affiliates, related corporations (including CGIFHL, CIMBG and their respective related corporations) and/or their respective directors,
associates, connected parties and/or employees and/or EIP and/or its affiliates and/or its Directors/employees may own or have positions in securities
of the company(ies) covered in this report or any securities related thereto and may from time to time add to or dispose of, or may be materially
interested in, any such securities.

CGS-CIMB, its affiliates and related corporations (including CGIFHL, CIMBG and their respective related corporations) and/or EIP and/or its affiliates
and/or its Directors/employees may do and seek to do business with the company(ies) covered in this research report and may from time to time (a)
buy/sell the securities covered in this report, from time to time and/or (b) act as market maker or have assumed an underwriting commitment in
securities of such company(ies), and/or (c) may sell them to or buy them from customers on a principal basis and/or (d) may also perform or seek to
perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) and/or (e) solicit such
investment, advisory or other services from any entity mentioned in this report and/or (f) act as a lender/borrower to such company and may earn
brokerage or other compensation. However, Analysts are forbidden to acquire, on their own account or hold securities (physical or uncertificated,
including derivatives) of companies in respect of which they are compiling and producing financial recommendations or in the result of which they play
a key part

This report does not purport to contain all the information that a prospective investor may require. Neither CGS-CIMB nor any of its affiliates (including
CGIFHL, CIMBG and their related corporations) make any guarantee, representation or warranty, express or implied, as to the adequacy, accuracy,
completeness, reliability or fairness of any such information and opinion contained in this report. Neither CGS-CIMB nor any of its affiliates nor their
related persons (including CGIFHL, CIMBG and their related corporations) shall be liable in any manner whatsoever for any consequences (including
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CGS-CIMB'’s and its
affiliates’ (including CGIFHL's, CIMBG's and their respective related corporations’) clients generally and does not have regard to the specific investment
objectives, financial situation and the particular needs of any specific person who may receive this report. The information and opinions in this report
are not and should not be construed or considered as an offer, recommendation or solicitation to buy or sell the subject securities, related investments
or other financial instruments or any derivative instrument, or any rights pertaining thereto.

Investors are advised to make their own independent evaluation of the information contained in this report, consider their own individual investment
objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, financial, tax and
other aspects before participating in any transaction in respect of the securities of company(ies) covered in this report. The securities of such
company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors.

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India.
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report

Restrictions on Distributions

Australia: Despite anything in this report to the contrary, this research is prepared for and provided in Australia by CGS-CIMB Securities (Singapore)
Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited. This research is only available in Australia to persons who are “wholesale clients” (within
the meaning of the Corporations Act 2001 (Cth) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on
to any other person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature only and
has been prepared without taking into account the objectives, financial situation or needs of the individual recipient. CGS-CIMB Securities (Singapore)
Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited do not hold, and are not required to hold an Australian financial services license. CGS-CIMB
Securities (Singapore) Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited rely on “passporting” exemptions for entities appropriately licensed
by the Monetary Authority of Singapore (under ASIC Class Order 03/1102) and the Securities and Futures Commission in Hong Kong (under ASIC
Class Order 03/1103).

Canada: This report has not been prepared in accordance with the disclosure requirements of Dealer Member Rule 3400 — Research Restrictions and
Disclosure Requirements of the Investment Industry Regulatory Organization of Canada. For any research report distributed by CIBC, further
disclosures related to CIBC conflicts of interest can be found at https://researchcentral.cibcwm.com .

China: For the purpose of this report, the People’s Republic of China (“PRC”) does not include the Hong Kong Special Administrative Region, the
Macau Special Administrative Region or Taiwan. The distributor of this report has not been approved or licensed by the China Securities Regulatory
Commission or any other relevant regulatory authority or governmental agency in the PRC. This report contains only marketing information. The
distribution of this report is not an offer to buy or sell to any person within or outside PRC or a solicitation to any person within or outside of PRC to
buy or sell any instruments described herein. This report is being issued outside the PRC to a limited number of institutional investors and may not be
provided to any person other than the original recipient and may not be reproduced or used for any other purpose.

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to
subscribe to, or used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it is
not intended as a solicitation for the purchase of any financial instrument.

Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading Act
(WpHG). This publication constitutes research of a non-binding nature on the market situation and the investment instruments cited here at the time
of the publication of the information.

The current prices/yields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that neither the
German Federal Financial Supervisory Agency (BaFin), nor any other supervisory authority exercises any control over the content of this report.
Hong Kong: This report is prepared for and distributed in Hong Kong by CGS-CIMB Securities (Hong Kong) Limited (“CHK”) which is licensed in Hong
Kong by the Securities and Futures Commission for Type 1 (dealing in securities) and Type 4 (advising on securities) activities. Any investors wishing
to purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CHK. The views and opinions in this report
are our own as of the date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the
Financial Conduct Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CHK has no obligation to update its
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opinion or the information in this report.
This publication is strictly confidential and is for private circulation only to clients of CHK.

India: This report is prepared by EIPfor and distributed in India by EIP or CGS-CIMB Securities (India) Private Limited (“CGS-CIMB India”), as the
case may be. CGS-CIMB India is a subsidiary of CGS-CIMB Securities International Pte. Ltd. which is in turn is a 50:50 joint venture company of
CGIFHL and CIMBG. The details of the members of the group of companies of CGS-CIMB can be found at www.cgs-cimb.com, CGIFHL at
www.chinastock.com.hk/en/ACG/ContactUs/index.aspx and CIMBG at www.cimb.com/en/who-we-are.html. CGS-CIMB India is registered with the
National Stock Exchange of India Limited and BSE Limited as a trading and clearing member ( under the Securities and Exchange Board of India
(Stock Brokers and Sub-Brokers) Regulations, 1992. . CGS-CIMB India is registered with SEBI (SEBI Registration Number: INZ000209135) as a
Research Analyst (INH000000669) pursuant to the SEBI (Research Analysts) Regulations, 2014 ("Regulations”).

By EIP producing this report for CGS-CIMB, EIP has confirmed to CGS-CIMB that the research analysts, strategists or economists principally
responsible for the preparation of this report are segregated from the other activities of EIP and they have received compensation based upon various
factors, including quality, accuracy and value of research, firm profitability or revenues, client feedback and competitive factors. Research analysts',
strategists' or economists' compensation is not linked to investment banking or capital markets transactions performed or proposed to be performed
by EIP, CGS-CIMB India or its affiliates.

This report does not take into account the particular investment objectives, financial situations, or needs of the recipients. It is not intended for and
does not deal with prohibitions on investment due to law/jurisdiction issues etc. which may exist for certain persons/entities. Recipients should rely on
their own investigations and take their own professional advice before investment.

CGS-CIMB India does not have actual / beneficial ownership of 1% or more securities of the subject company in this report, at the end of the month
immediately preceding the date of publication of this report. However, since affiliates of CGS-CIMB India are engaged in the financial services business,
they might have in their normal course of business financial interests or actual / beneficial ownership of one per cent or more in various companies
including the subject company in this report.

CGS-CIMB India or its associates, may: (a) from time to time, have long or short position in, and buy or sell the securities of the subject company in
this report; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker
in the financial instruments of the subject company in this report or act as an advisor or lender/borrower to such company or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

CGS-CIMB India, and their respective associates have not received any compensation for investment banking, merchant banking or brokerage
services from the subject company mentioned in the report in the past 12 months.

CGS-CIMB India, and their respective associates have not managed or co-managed public offering of securities for the subject company mentioned
in the report in the past 12 months.

Indonesia: This report is prepared for and distributed in Indonesia by PT CGS-CIMB Sekuritas Indonesia (“CGS-CIMB Indonesia”). The views and
opinions in this report is prepared from data believed to be correct and reliable at the time of issue of this report and are subject to change. CGS-CIMB
Indonesia has no obligation to update the opinion or the information in this report. This report is for private circulation only to clients of CGS-CIMB
Indonesia. Neither this report nor any copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to
Indonesian residents except in compliance with applicable Indonesian capital market laws and regulations.

This report is not an offer of securities in Indonesia. The securities referred to in this report have not been registered with the Financial Services
Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the
Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning of the
Indonesian capital market law and regulations.

Ireland: CGS-CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CGS-CIMB
acting as, or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland.

Malaysia: This report is prepared for and distributed in Malaysia by CGS-CIMB Securities Sdn. Bhd. (“CGS-CIMB Malaysia”) solely for the benefit of
and for the exclusive use of our clients. Recipients of this report are to contact CGS-CIMB Malaysia, at 29th Floor Menara CIMB No. 1 Jalan Stesen
Sentral 2, Kuala Lumpur Sentral 50470 Kuala Lumpur, Malaysia, in respect of any matters arising from or in connection with this report. CGS-CIMB
Malaysia has no obligation to update, revise or reaffirm the opinion or the information in this report after the date of this report.

New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial Advisers
Act 2008.

Singapore: This report is prepared for and distributed in Singapore by CGS-CIMB Research Pte Ltd (“CGS-CIMBR”). CGS-CIMBR is a financial
adviser licensed under the Financial Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or promulgating research analyses
or reports, whether in electronic, print or other form. Accordingly, CGS-CIMBR is subject to the applicable rules under the FAA unless it is able to avail
itself to any prescribed exemptions.

Recipients of this report are to contact CGS-CIMB Research Pte Ltd, 50 Raffles Place, #16-02 Singapore Land Tower, Singapore in respect of any
matters arising from, or in connection with this report. CGS-CIMBR has no obligation to update the opinion or the information in this report. This
publication is strictly confidential and is for private circulation only. If you have not been sent this report by CGS-CIMBR directly, you may not rely, use
or disclose to anyone else this report or its contents.

If the recipient of this report is not an accredited investor, expert investor or institutional investor, CGS-CIMBR accepts legal responsibility for the
contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. If the recipient is an accredited investor, expert
investor or institutional investor, the recipient is deemed to acknowledge that CGS-CIMBR is exempt from certain requirements under the FAA and its
attendant regulations, and as such, is exempt from complying with the following:

(@) Section 25 of the FAA (obligation to disclose product information);

(b) Section 27 of the FAA (duty not to make recommendation with respect to any investment product without having a reasonable basis where you
may be reasonably expected to rely on the recommendation);

(c) MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-NO3];
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(d) MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16];

(e) Section 36 of the FAA (obligation on disclosure of interest in specified products); and

() any other laws, regulations, notices, directive, guidelines, circulars and practice notes which relates to the above, to the extent permitted by
applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice notes as
we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor acknowledges that
as CGS-CIMBR is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CGS-CIMBR for any loss or damage
arising from the recipient’s reliance on any recommendation made by CGS-CIMBR which would otherwise be a right that is available to the recipient
under Section 27 of the FAA.

CGS-CIMBR, its affiliates and related corporations, their directors, associates, connected parties and/or employees may own or have positions in
specified products of the company(ies) covered in this report or any specified products related thereto and may from time to time add to or dispose of,
or may be materially interested in, any such specified products. Further, CGS-CIMBR, its affiliates and its related corporations do and seek to do
business with the company(ies) covered in this report and may from time to time act as market maker or have assumed an underwriting commitment
in specified products of such company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform
significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such investment,
advisory or other services from any entity mentioned in this report.

As of CGS-CIMBR does not have a proprietary position in the recommended specified products in this report.

CGS-CIMBR makes a market on the specified products.

CGS-CIMBR does not make a market on other specified products mentioned in the report.

South Korea: This report is prepared for and distributed in South Korea by CGS-CIMB Securities (Hong Kong) Limited, Korea Branch (“CGS-CIMB
Korea”) which is licensed as a cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea.
In South Korea, this report is for distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market
Act of Korea (“FSCMA").

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not
personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any investment
decision. This document does not constitute a public offering of securities.

CGS-CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services.

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The distribution
of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described herein and may
not be forwarded to the public in Sweden.

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks
issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research).

Thailand: This report is prepared for and distributed in Thailand by CGS-CIMB Securities (Thailand) Co. Ltd. (“*CGS-CIMB Thailand”) based upon
sources believed to be reliable (but their accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein
were arrived at after due and careful consideration for use as information for investment. Such opinions are subject to change without notice and CGS-
CIMB Thailand has no obligation to update its opinion or the information in this report.

CGS-CIMB Thailand may act or acts as Market Maker, and issuer and offerer of Derivative Warrants and Structured Note which may have the following
securities as its underlying securities. Investors should carefully read and study the details of the derivative warrants in the prospectus before making
investment decisions.

AAV, ADVANC, AEONTS, AMATA, AOT, AWC, BANPU, BBL, BCH, BCP, BCPG, BDMS, BEC, BEM, BGC, BGRIM, BH, BJC, BPP, BTS, CBG,
CENTEL, CHG, CK, CKP, COM7, CPALL, CPF, CPN, DELTA, DTAC, EA, EGCO, EPG, ERW, ESSO, GFPT, GLOBAL, GPSC, GULF, GUNKUL,
HANA, HMPRO, INTUCH, IRPC, IVL, JAS, JMT, KBANK, KCE, KKP, KTB, KTC, LH, MAJOR, MBK, MEGA, MINT, MTC, ORI, OSP, PLANB, PRM,
PSH, PSL, PTG, PTT, PTTEP, PTTGC, QH, RATCH, RS, SAWAD, SCB, SCC, SGP, SPALI, SPRC, STA, STEC, STPI, SUPER, TASCO, TCAP, THAI,
THANI, THG, TISCO, TKN, TMB, TOA, TOP, TPIPP, TQM, TRUE, TTW, TU, VGI, WHA, BEAUTY, JMART, LPN, SISB, WORK.

Corporate Governance Report:

The disclosure of the survey result of the Thai Institute of Directors Association (“lOD”) regarding corporate governance is made pursuant to the policy
of the Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock
Exchange of Thailand and the Market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The
result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside information.

The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be
changed after that date. CGS-CIMB Thailand does not confirm nor certify the accuracy of such survey result.

Score Range: 90 - 100 80-89 70-79 Below 70 or No Survey Result
Description: Excellent Very Good Good N/A
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United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing
authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by,
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is
being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than the
original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to lead to
the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory of the United
Arab Emirates.

United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is prepared for and being
distributed by CGS-CIMB Securities (UK) Limited (“CGS-CIMB UK”). CGS-CIMB UK is authorized and regulated by the Financial Conduct Authority
and its registered office is at 27 Knightsbridge, London, SW1X7YB. The material distributed by CGS-CIMB UK has been prepared in accordance with
CGS-CIMB's policies for managing conflicts of interest arising as a result of publication and distribution of this material. This material is for distribution
only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional clients of CGS-
CIMB UK; (b) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c) fall within Article 49(2)(a) to (d) (“high net worth companies, unincorporated
associations etc”) of the Order; (d) are outside the United Kingdom subject to relevant regulation in each jurisdiction, material(all such persons together
being referred to as “relevant persons”). This material is directed only at relevant persons and must not be acted on or relied on by persons who are
not relevant persons. Any investment or investment activity to which this material relates is available only to relevant persons and will be engaged in
only with relevant persons.

This material is categorised as non-independent for the purposes of CGS-CIMB UK and therefore does not provide an impartial or objective
assessment of the subject matter and does not constitute independent research. Consequently, this material has not been prepared in accordance
with legal requirements designed to promote the independence of research and will not be subject to any prohibition on dealing ahead of the
dissemination of research. Therefore, this material is considered a marketing communication.

United States: This report is prepared for and distributed in the United States of America by CGS-CIMB Securities (USA) Inc, a U.S. registered broker-
dealer and an affiliate of CGS-CIMB Securities Sdn. Bhd., CGS-CIMB Research Pte Ltd, PT CGS-CIMB Sekuritas Indonesia, CGS-CIMB Securities
(Thailand) Co. Ltd, CGS-CIMB Securities (Hong Kong) Limited and CGS-CIMB Securities (India) Private Limited, and is distributed solely to persons
who qualify as “U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934. This communication is only for
Institutional Investors whose ordinary business activities involve investing in shares, bonds, and associated securities and/or derivative securities and
who have professional experience in such investments. Any person who is not a U.S. Institutional Investor or Major Institutional Investor must not rely
on this communication. The delivery of this report to any person in the United States of America is not a recommendation to effect any transactions in
the securities discussed herein, or an endorsement of any opinion expressed herein. CGS-CIMB Securities (USA) Inc, is a FINRA/SIPC member and
takes responsibility for the content of this report. For further information or to place an order in any of the above-mentioned securities please contact
a registered representative of CGS-CIMB Securities (USA) Inc.

CGS-CIMB Securities (USA) Inc. has managed or co-managed a public offering of securities in the past 12 months.

CGS-CIMB Securities (USA) Inc. has not managed or co-managed a public offering of any of the securities mentioned in the past 12 months.
CGS-CIMB Securities (USA) Inc. has received compensation for investment banking services in the past 12 months.

CGS-CIMB Securities (USA) Inc. has not received compensation for investment banking services from any of the company mentioned in the past 12
months.

CGS-CIMB Securities (USA) Inc. expects to receive or intend to seek compensation for investment banking services within the next 3 months.
CGS-CIMB Securities (USA) Inc. neither expects to receive nor intends to seek compensation for investment banking services from any of the company
mentioned within the next 3 months.

As of the end of the month immediately preceding the date of publication of this report, CGS-CIMB Securities (USA) Inc. beneficially owns 1% or more
of any class of common equity securities.

United States Third-Party Disclaimer: If this report is distributed in the United States of America by Raymond James & Associates, Inc (“RJA”), this
report is third-party research prepared for and distributed in the United States of America by RJA pursuant to an arrangement between RJA and CGS-
CIMB Securities International Pte. Ltd. (“CGS-CIMB”). CGS-CIMB is not an affiliate of RJA. This report is distributed solely to persons who qualify as
“U.S. Institutional Investors” or as “Major U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934, as
amended. This communication is only for U.S. Institutional Investors or Major U.S. Institutional Investor whose ordinary business activities involve
investing in shares, bonds, and associated securities and/or derivative securities and who have professional experience in such investments. Any
person who is not a U.S. Institutional Investor or Major U.S. Institutional Investor must not rely on this communication. The delivery of this report to
any person in the U.S. is not a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion
expressed herein. If you are receiving this report in the U.S from RJA, a FINRA/SIPC member, it takes responsibility for the content of this report. For
further information or to place an order in any of the above-mentioned securities please contact a registered representative of CGS-CIMB Securities
(USA) Inc. or RJA.

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional,
institutional, or sophisticated investors as defined in the laws and regulations of such jurisdictions.
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Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (Thai IOD) in 2019,
Anti-Corruption 2019

ADVANC - Excellent, Certified, AEONTS - Good, n/a, AH - Very Good, n/a, AMATA - Excellent, Declared, ANAN - Excellent, Declared, AOT -
Excellent, n/a, AP — Excellent, Certified, ASP — Very Good, Certified, BAM — not available, n/a, BANPU - Excellent, Certified, BAY — Excellent,
Certified, BBL - Very Good, Certified, BCH — Good, Certified, BCP - Excellent, Certified, BCPG - Excellent, Certified, BDMS — Very Good, n/a,
BEAUTY - Good, n/a, BEC — Very Good, n/a, BGRIM - Very Good, Declared, BH - Good, n/a, BJC — Very Good, n/a, BJCHI - Very Good, Certified,
BLA - Very Good, Certified, BPP — Very Good, Declared, BR - Good, n/a, BTS - Excellent, Certified, CBG — Very Good, n/a, CCET - Good, n/a,
CENTEL - Very Good, Certified, CHAYO - Good, n/a, CHG - Very Good, Declared, CK - Excellent, n/a, COL - Excellent, Declared, CPALL -
Excellent, Certified, CPF - Excellent, Certified, CPN - Excellent, Certified, CPNREIT — not available, n/a, CRC - not available, n/a, DELTA - Excellent,
Declared, DEMCO - Excellent, Certified, DDD — Very Good, n/a, DIF — not available, n/a, DREIT - not available, n/a, DTAC — Excellent, Certified, EA
— Excellent, n/a, ECL - Very Good, Certified, EGCO - Excellent, Certified, EPG — Very Good, n/a, ERW - Very Good, n/a, GFPT - Excellent, Certified,
GGC - Excellent, Certified, GLOBAL — Very Good, n/a, GLOW - Very Good, Certified, GPSC — Excellent, Certified, GULF — Very Good, n/a, GUNKUL
— Excellent, Certified, HANA - Excellent, Certified, HMPRO - Excellent, Certified, HUMAN — Good, n/a, ICHI — Excellent, Declared, Ill - Excellent, n/a,
INTUCH - Excellent, Certified, IRPC — Excellent, Certified, ITD — Very Good, n/a, IVL - Excellent, Certified, JASIF — not available, n/a, BJC - Very
Good, n/a, JMT - Very Good, n/a, KBANK - Excellent, Certified, KCE - Excellent, Certified, KKP — Excellent, Certified, KSL — Excellent, Certified,
KTB - Excellent, Certified, KTC — Excellent, Certified, LH - Excellent, n/a, LPN — Excellent, Certified, M — Very Good, Certified, MACO - Very Good,
n/a, MAJOR - Very Good, n/a, MAKRO - Excellent, Certified, MALEE — Excellent, Certified, MC — Excellent, Certified, MCOT — Excellent, Certified,
MEGA - Very Good, n/a, MINT - Excellent, Certified, MK — Very Good, n/a, MTC — Excellent, n/a, NETBAY - Very Good, n/a, OSP - Very Good, n/a,
PLANB - Excellent, Certified, PLAT — Very Good, Certified, PR9 — Excellent, n/a, PSH — Excellent, Certified, PSTC — Very Good, Certified, PTT -
Excellent, Certified, PTTEP - Excellent, Certified, PTTGC - Excellent, Certified, QH — Excellent, Certified, RATCH - Excellent, Certified, ROBINS -
Excellent, Certified, RS — Excellent, n/a, RSP — not available, n/a, S — Excellent, n/a, SAPPE — Very Good, Declared, SAT — Excellent, Certified,
SAWAD - Very Good, n/a, SC — Excellent, Certified, SCB - Excellent, Certified, SCC — Excellent, Certified, SCN — Excellent, Certified, SF — Good,
n/a, SHR - not available, n/a, SIRI - Very Good, Certified, SPA - Good, n/a, SPALI - Excellent, n/a, SPRC — Excellent, Certified, STA - Very Good,
Certified, STEC — Excellent, n/a, SVI - Excellent, Certified, SYNEX - Excellent, Certified, TASCO — Excellent, Certified, TCAP — Excellent, Certified,
THANI - Excellent, Certified, TIPCO — Very Good, Certified, TISCO - Excellent, Certified, TKN — Very Good, n/a, TMB - Excellent, Certified, TNR -
Very Good, Certified, TOP - Excellent, Certified, TPCH — Good, n/a, TPIPP — Good, n/a, TRUE — Excellent, Certified, TU — Excellent, Certified, TVO —
Excellent, Declared, UNIQ - not available, n/a, VGI - Excellent, Certified, WHA — Excellent, Certified, WHART — not available, n/a, WICE - Excellent,
Certified, WORK - Good, n/a.

1 CG Score 2019 from Thai Institute of Directors Association (IOD)

2 AGM Level 2018 from Thai Investors Association

3 Companies participating in Thailand's Private Sector Collective Action Coalition Against Corruption programme (Thai CAC) under Thai Institute of Directors (as of November 30, 2018)
are categorised into:

companies that have declared their intention to join CAC, and companies certified by CAC.

4 The Stock Exchange of Thailand : the record of listed companies with corporate sustainable development "Thai sustainability Investment 2018" included:

SET and mai listed companies passed the assessment conducted by the Stock Exchange of Thailand: THSI (SET) and THSI (mai)

SET listed companies passed the assessment conducted by the Dow Jones Sustainability Indices (DJSI)

Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (i) the forward net
dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.
Country Ratings Definition:

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.



http://www.thai-iod.com/imgUpload/Brochure%20CGR%202019%20Resized.pdf
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