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RESULT UPDATE

VIP INDUSTRIES

Robust volumes spur revenue; margin zooms

India Equity Research| Miscellaneous

VIP Industries’ (VIP) Q4FY17 revenue at INR3.1bn (up 12% YoY) and
EBITDA at INR307mn (up 41% YoY) surpassed estimates 3% and 15%,
respectively. Domestic revenue jumped 16% (6.5% in FY17) led entirely
by volume growth. While gross margin rose to 48.3% (highest in 3 plus
years), EBITDA margin expanded 208bps YoY to 10.0% fuelled by lower
advertising & other expenses. Management is concerned about the
impact of 28% GST rate (current tax burden: ~18-19%). Despite limited
upside at current level, we maintain ‘BUY’ with target price of INR204
due to: (1) VIP’s market leadership (50% plus share); (2) strong revenue
visibility; (3) sustained margin expansion; (4) anticipated shift of trade
from unorganised to organised segment; and (5) potentially higher
dividend payout. We estimate VIP to post robust 25% PAT CAGR and
RoCE to expand 460bps to 37% over FY17-19E.

Volume-led revenue spurt; outlook positive

Domestic revenue growth of 16% in Q4FY17 (6.5% for FY17) was entirely volume led.
However, international revenue declined due to distribution issue, which has been
resolved. Overall FY17 revenue grew 5% (12% adjusting for Haj order), this was on
account of poor marriage season in Q1, one-off Haj order in FY16 and demonetisation.
Skybags continued to outperform and has become as big as VIP with similar margin.
Further, VIP has become the market leader in backpacks from negligible presence in
the segment. Management guided this growth rate to be sustainable.

Strong margin expansion to sustain; GST a concern

VIP’s EBITDA margin expanded 208bps YoY on cost control and advancing of
advertisement expenses to Q3FY17. For FY17, it jumped ~150bps led by gross margin
expansion riding improved product mix, cost control, better negotiation with suppliers
and muted inflation. We envisage the appreciation of INR to further boost margin,
impact of which will reflect Q1FY18 onwards. However, management perceives the
higher tax rate of 28% under GST as a concern from margin perspective.

Outlook and valuations: Long-term benefits; maintain ‘BUY’

Over the long term, VIP is well positioned as mix improves in favour of high-margin
products and rising penetration of branded luggage. We estimate it to post 25% PAT
CAGR and RoCE to expand 460bps to 37% over FY17-19. We maintain ‘BUY’ with TP of
INR204 (22x FY19E EPS). At CMP, the stock trades at 20.8x FY19E EPS.

Financials (Consolidated) (INRmn)
Year to March Q4FY17 QA4FY16 Y-0-Y% Q3FY17 Q-o0-Q% FY17 FY18E FY19E
Revenues 3,072 2,753 11.6 3,074 (0.1) 12,752 14,282 16,578
EBITDA 307 218 41.0 260 18.4 1,318 1,612 1,987
Adj PAT 189 129 46.4 155 21.8 839 1,048 1,310
Dil. EPS (INR) 1.3 0.9 46.4 1.1 21.8 5.9 7.4 9.3
Dil. P/E (x) 325 260 208
EV/EBITDA (x) 20.1 16.1 12.8
ROAE (%) 22.4 23.8 25.5
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Q4FY17: Key highlights

Revenue: Top line grew 12% YoY in Q4FY17 and 5% in FY17. While domestic revenue
grew ~16%, international business continued to decline. However, one issue that was
there in international business has been solved. Sales spurt was driven entirely by
volume growth and not price. For FY17, while domestic business grew ~6.5%,
international business declined due to issue with a distributor. Q1FY17 saw lower
growth which is generally the best quarter, but poor marriage season led to poor
demand in May. Lower growth in FY17 was also due to one-time Haj order in 2016,
which contributed 5% to revenue. Excluding this, domestic growth was around 12%.
Demonetisation also impacted FY17 sales growth.

Margin: Gross margin improved slightly over an already high base by 15bps YoY and
45bps QoQ to 48.26%, the highest in more than 3 years. EBITDA margin expanded
208bps YoY and 156bps QoQ. This strong expansion was driven by lower advertisement
expenses during the quarter as they were incurred in Q3FY17 as well as lower other
expenses. FY17 EBITDA margin jumped ~150bps led by gross margin expansion. This
was on account of improved product mix, cost control measures, better negotiation

and muted inflationary environment. Appreciation of INR also contributed to the
improvement; however, the effect will be felt more Q1FY18 onwards due to some lag.
However, the impact of GST on margin is a concern. Management is targeting 14-15%
margin in the long run. Prices were increased ~3% in April, as usual.

Brand-wise: Skybags continued to be the best performing brand, logging the fastest
growth. It has become as big as VIP and clocked similar margin. Aristocrat, the value
brand, has also done well after sharpened focus and marketing with celebrity
cricketers. Caprese too continued to grow rapidly with good margin.

Channels: Modern trade continued to grow well while e-commmerce has also picked
up pace. VIP has around 3,000 direct dealers and 250 company run stores. It is looking
for distribution expansion FY18 onwards. Management wants to continue to remain in
all channels as it aids market share gains, brand reach, etc.

GST: The applicable GST rate for VIP is 28%, which is significantly higher than the
existing blended tax rate of 18-19%. This higher rate will impair the shift from
unorganised to organised players as the incentive for evasion is even higher. This rate
may also impact margin going forward, though management is unsure of quantum of
impact.

Competition: Competitive intensity remains high, though VIP’s market share remains
above 50%. Increasing it further will be expensive. Over the past few years, VIP has
wrested share from Samsonite across segments, though it has lost share to Safari,
primarily in the value segment. VIP gained large market share in backpacks and has
become the market leader from NIL presence a few years ago. None of the competitors
have cut prices.

International business: International business has lagged this year. The decline was due
to lower brand strength in foreign markets as well as an issue with a distributor.
However, the agreement has been terminated. Going forward, the strategy is to
improve distribution and reach as well as brand strength.

Bangladesh subsidiary: Profit before tax was around INR35mn for Q4FY17 and
~INR9Omn in FY17. It was a good year for the Bangladesh subsidiary with steady growth
and good margins. Capacity utilisation stands at 90% and management is open to the
idea of further expansion, though nothing is planned currently.
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Management: VIP is comfortable with the top management team operating the day to
day business while Ms. Radhika Piramal, Executive Director, is in London. Mr. Dilip
Piramal has come back as MD and practically the roles will largely remain the same.
This will also aid international business expansion.

Q3FY17: Key highlights

Revenue: Top line grew 6% YoY, despite the impact of demonetisation. Good growth in
October was stunted by decline in November, before stabilizing somewhat in
December. Domestic luggage grew 10%, which was entirely volume driven, while
international luggage declined by nearly 30% due to distribution partner related issues
in Dubai. Product mix did not improve this quarter.

Margin: Gross margin jumped 378bps YoY and 152bps QoQ to 47.8%. This strong
expansion was driven by better negotiation with the suppliers, relatively stable INR
exchange rate and containment of plastic price from second half of 2016. Better
negotiation was possible due to overcapacity and no cost pressures for suppliers.
However, it will be tough to improve margins from these levels. EBITDA margin
expanded 216bps YoY due to the gross margin expansion, though it fell 74bps QoQ. The
reason for the QoQ dip was higher ad spends this quarter, as VIP ran its pre-Diwali
marketing campaign. Overall, going ahead, management expects gross margin to
sustain at this level, subject to INR/USD remaining below 68.

Channels: Modern trade continues to grow rapidly, though traditional channel still
remains their largest. Dealer channel was strongly impacted by demonetisation. CSD,
which contributes ~20% of revenues, works like a modern trade partner. Pricing and
products are decided centrally, though orders are done by individual canteens.

Industry: Expected see shift from unorganised to organised, due to various factors such
as demonetisation and GST. As customers upgrade from unorganised to organised, they
will choose value products rather than premium products. This provides good growth
potential to VIP’s entry level brands, Alfa and Aristocrat.

Brand-wise: Skybags continued to be the best performing brand, growing above the
company average. Alfa, Aristocrat and Carlton grew at similar level to the average,
while VIP grew at a more subdued rate. VIP brand is having trouble growing due pre-
existing perception with customers, which the company is hoping to change.
Management continued to stress they want to maintain the number of brands, as each
brand has its own strengths. Alfa and Aristocrat may have lost market share to Safari in
the value segment, considering Safari’s high growth rate. Handbags and backpacks
continued to post strongest growth.

Competition: Competitive intensity remains high. Management believes they would
have gained market share from Samsonite, though lost market share somewhat from
Safariin 2016.

Demonetisation: Management explained that due to relatively smaller size and lower
penetration of the branded luggage industry, demonetisation didn’t affect the industry
as much as other sectors.

Bangladesh subsidiary: The unit in Bangladesh has capacity of 90,000 units and it is
running at 75-80% utilisation. It was a good quarter for the subsidiary, running on
stable processes and margins. VIP buys from the subsidiary, like any other vendor, and

the products are sold at standard MRPs.
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Chart 1: Movement of USD/INR
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Chart 2: Movement of USD/ Chinese Yuan (CNY)
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Chart 3: Revenues grew 12% YoY for Q4FY17
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Financial snapshot (INR mn)

Year to March Q4FY17 Q4FY16 % change Q3FY17 % change FY17 FY18E FY19E
Net revenues 3,072 2,753 11.6 3,074 (0.1) 12,752 14,282 16,578
Raw material 1,590 1,429 11.3 1,604 (0.9) 6,760 7,557 8,773
Staff costs 357 312 14.6 352 1.6 1,415 1,500 1,658
Other expenses 818 795 3.0 859 (4.7) 3,259 3,613 4,161
Total expenditure 2,765 2,535 9.1 2,814 (1.8) 11,434 12,670 14,592
EBITDA 307 218 41.0 260 18.4 1,318 1,612 1,987
Depreciation 33 34 (3.3) 33 (0.9) 136 137 141
EBIT 275 184 49.1 227 21.2 1,182 1,475 1,846
Other income 8 9 (10.0) 5 58.8 59 69 84
Interest 4 1 191.7 1 337.5 6 2 4

Add: Prior period items

Add: Exceptional items

Profit before tax 279 192 45.4 231 20.9 1,235 1,542 1,926
Provision for taxes 90 63 43.3 76 19.0 397 493 616
Minority interest

Associate profit share

Reported net profit 189 129 46.4 155 21.8 839 1,048 1,310
Adjusted Profit 189 129 46.4 155 21.8 839 1,048 1,310
Equity capital(FV INR10) 283 283 283 283 283 283
Diluted shares (mn) 141 141 141 141 141 141
Adjusted Diluted EPS 1.3 0.9 46.4 1.1 21.8 5.9 7.4 9.3
Diluted P/E (x) - - - 32.5 26.0 20.8
EV/EBITDA (x) - - - 20.1 16.1 12.8
ROAE (%) - - - 22.4 23.8 25,5
Market cap / rev. (x) - - - 2.1 1.9 1.6
As % of net revenues - - - 2 2 2
Raw material 51.7 51.9 52.2 53.0 52.9 52.9
Employee cost 11.6 11.3 11.4 11.1 10.5 10.0
Other expenses 26.6 28.9 27.9 25.6 25.3 25.1
EBITDA 10.0 7.9 8.4 10.3 11.3 12.0
Reported net profit 6.2 4.7 5.1 6.6 7.3 7.9

Change in Estimates

FY18E FY19E
New oid % change New old % change Comments
Net Revenue 14,282 14,133 1.1 16,578 16,383 1.2
EBITDA 1,612 1,461 10.3 1,987 1,776 11.9 On account of margin expansion
due to appreciation of INR
EBITDA Margin 11.3 10.3 12.0 10.8
Adjusted Profit 1,048 929 12.8 1,310 1,148 14.1
After Tax
Net Profit Margin 7.3 6.6 7.9 7.0
Capex 134 100 34.1 80 80 0.0
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Company Description

VIP, the flagship company of DG Piramal Group, was established in 1968. It began
manufacturing suitcases in 1971. The company operates in luggage and moulded furniture
segments. The company manufactures a range of hard-sided and soft-sided luggage
including trolleys, suitcases, duffels and overnight travel solutions, executive cases,
backpacks and school bags. Key brands are VIP, Skybags, Alfa, Aristocrat, Carlton, Caprese.
The company’s manufacturing facilities are located at Nashik and in Haridwar (Uttarakhand).

Investment Theme

VIP, which began as a moulding furniture company in 1970, is now the second largest player

in the world and largest in Asia commanding ~50% market share in luggage market in India,
followed by Samsonite and Safari. The company derives ~45% of its sales from the VIP brand,
27% plus from Skybags brand, 20% from Aristocrat and Alfa combined, and ~8% combined
from premium Carlton and Caprese brands.

Key Risks
Stiff competition from organised sector

Increase in competition from the organised sector can affect VIP’s sales and profitability
growth as players like Samsonite post having grown strong in market share are now focused
on profitability, while players like Safari are strongly focused on gaining market share.

Increase in raw material prices

The company currently derives ~30% of its revenues from hard luggage that is
manufactured in-house. Major raw materials consumed in manufacture of hard luggage are
polypropylene and aluminum. Any substantial rise in their prices will adversely impact the
company’s margins and, hence, profitability.

Fluctuation in exchange rates, particularly appreciation of Yuan

Any appreciation in Yuan could hit VIP’s realizations as the company imports its entire soft
luggage (70% of sales) from China. Also, the impact of currency depreciation, is passed with
a lag. In this context, appreciation of the Yuan is particularly harmful for earnings.

Working capital increase from growing modern trade

Working capital of the company can deteriorate if the modern trade channel grows
aggressively.

Edelweiss Securities Limited
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Financial Statements

Key Assumptions

Income statement (INR mn)
Year to March FY16  FY17  FVISE  FYI9E o Y16 17 FYISE  FYISE
Macro Net revenue 12,165 12,752 14,282 16,578
GDP(Y-0-Y %) 7.2 6.5 7.1 7.7 Materials costs 6,627 6,760 7,557 8,773
Inflation (Avg) 49 48 50 52 Gross profit 5537 5992 6725 7,806
Repo rate (exit rate) 68 63 63 63 Employee costs 1,259 1,415 1,500 1,658
USD/INR (Avg) 650  67.5 67.0 67.0 " Other Expenses 3,200 3259 3,613 4,161
Company Total operating expenses 11,086 11,434 12,670 14,592
Domestic growth 163 85 13.0 170 epitpa 1,079 1,318 1,612 1,987
Exports 15.0 4.0 2.0 6.0 Depreciation 142 136 137 141
Raw Material (% net rev) 54.5 53.0 52.9 529 EBIT 937 1,182 1,475 1,846
Employee cost (% of rev) 103 111 105 10.0 agg: Other income 25.7 59.1  68.66  84.24
Selling exp.(% Net Rev) 263 256 253 251 | ess: Interest Expense 12 6 2 4
Avg. Interest rate (%) 5.2 8.0 8.0 8.0 Profit Before Tax 951 1,235 1,542 1,926
Depreciation rate (%) 5.1 4.8 4.7 47 Less: Provision for Tax 287 397 493 616
Tax rate (%) 301 321 32.0 320 Reported Profit 665 839 1,048 1,310
Soft luggage % 790 790 84.0 840 adjusted Profit 665 839 1,048 1,310
Hard luggage % 21.0 21.0 16.0 16.0 Shares o /s (mn) 141 141 141 141
Net borrowings (INR mn) 143 - 50 50 Adjusted Basic EPS 4.7 59 7.4 9.3
Capex (INR mn) 21 70 100 100 pilyted shares o/s (mn) 141 141 141 141
Debtor days 39 39 35 36 Adjusted Diluted EPS 4.7 5.9 7.4 93
Inventory days 142 154 e 144 Adjusted Cash EPS 5.6 6.9 8.6 10.5
Payable days 77 83 75 74 Dividend per share (DPS) 2.0 16 2.4 3.0
Cash conversion cycle 104 110 106 106 " pividend Payout Ratio(%) 512 315 37.8 37.9

Common size metrics

Year to March FY16 FY17 FY18E FY19E
Operating expenses 36.7 36.7 35.8 35.1
Cost of goods sold 54.5 53.0 52.9 52.9
Depreciation 1.2 11 1.0 0.9
Interest Expense 0.1 - - -
EBITDA margins 8.9 10.3 11.3 12.0
Net Profit margins 5.5 6.6 7.3 7.9

Growth ratios (%)

Year to March FY16 FY17 FY18E FY19E
Revenues 16.1 4.8 12.0 16.1
EBITDA 39.3 22.2 223 233
PBT 45.2 29.9 24.8 24.9
Adjusted Profit 52.5 26.2 25.0 24.9
EPS 52.5 26.2 25.0 249
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Balance sheet (INR mn) Cash flow metrics
As on 31st March FY16 FY17 FY18E FY19E Year to March FY16 FY17 FY18E FY19E
Share capital 283 283 283 283 Operating cash flow 617 1,057 1,019 1,012
Reserves & Surplus 3,111 3,801 4,452 5,266 Investing cash flow (20) (36) (90) (24)
Shareholders' funds 3,393 4,084 4,735 5,549 Financing cash flow (522) (413) (349) (500)
Long term borrowings 143 - 50 50 Net cash Flow 75 609 580 488
Total Borrowings 143 - 50 50 Capex (21) (65) (134) (80)
Long Term Liabilities 69 97 106 115 Dividend paid (340) (265) (397) (496)
Def. Tax Liability (net) (41) (51) (51) (51)
Sources of funds 3,564 4,129 4,839 5662  Profitability and efficiency ratios
Gross Block 2,787 2,857 2,957 3,057 Year to March FY16 FY17 FY18E FY19E
Net Block 656 600 563 522 ROAE (%) 20.6 22.4 23.8 25.5
Capital work in progress 11 6 40 20 ROACE (%) 27.9 32.6 34.8 37.2
Intangible Assets 10 11 11 11 ROA 19.1 21.8 23.4 24.9
Total Fixed Assets 677 616 614 553 Debt/EBITDA (x) 0.1 - = =
Non current investments - - - - Debt/Equity (x) - - - -
Cash and Equivalents 80 785 1,366 1,854 Interest Coverage Ratio 79.4 207.4 737.5 461.4
Inventories 2,874 2,826 3,209 3,725 Debt / Cap employed (%) 65.8 45.1 52.1 51.8
Sundry Debtors 1,493 1,210 1,526 1,771
Loans & Advances 630 558 596 638 Operating ratios
Other Current Assets 53 45 50 55 Year to March FY16 FY17 FY18E FY19E
Current Assets (ex cash) 5,051 4,639 5,381 6,189 Total Asset Turnover 3.5 3.3 3.2 3.2
Trade payable 1,608 1,457 1,656 1,923 Fixed Asset Turnover 17.6 20.0 24.1 30.0
Other Current Liab 636 454 865 1,011 Equity Turnover 3.8 3.4 3.2 3.2
Total Current Liab 2,244 1,912 2,521 2,933
Net Curr Assets-ex cash 2,807 2,728 2,860 3,256 Valuation parameters
Uses of funds 3,564 4,129 4,839 5,662 Year to March FY16 FY17 FY18E FY19E
BVPS (INR) 24.0 28.9 335 39.3 Adj. Diluted EPS (INR) 4.7 5.9 7.4 9.3
Y-0-Y growth (%) 52.5 26.2 25.0 24.9
Free cash flow (INR mn) Adjusted Cash EPS (INR) 5.6 6.9 8.6 10.5
Year to March FY16 FY17  FY18E  FY19E  Diluted P/E (x) 41.0 325 26.0 20.8
Reported Profit 665 839 1,048 1,310  P/B(x) 8.0 6.7 5.8 4.9
Add: Depreciation 142 136 137 141 EV / Sales (x) 2.2 2.1 1.8 1.5
Interest (Net of Tax) 8 4 1 3 EV / EBITDA (x) 25.3 20.1 16.1 12.8
Others (398) 186 (291) (828) Dividend Yield (%) 1.0 0.8 1.2 1.6
Less: Changes in WC 200 (108) 124 387
Operating cash flow 617 1,057 1,019 1,012
Less: Capex 21 65 134 80
Free Cash Flow 596 992 885 932
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Additional Data

Directors Data

VIP Industries

Dilip G Piramal
Ashish K Saha
Vijay Kalantri
Nabankur Gupta
Amit Jatia

Auditors - Price Waterhouse Chartered Accountants LLP

Chairman & Non Executive Director
Director Works

Independent - Non-Executive Director
Independent - Non-Executive Director
Independent - Non-Executive Director

Radhika Piramal
DK Poddar

G.L. Mirchandani
Rajeev Gupta

Managing Director

Independent - Non-Executive Director
Independent - Non-Executive Director
Independent - Non-Executive Director

Holding Top -10

Perc. Holding Perc. Holding

SBI Funds 4.45 Religare India AMC 1.40
Reliance Capital 3.03 Dimensional Fund Advisors 1.22
Templeton Asset Management 2.35 ICICI Pru AMC 1.06
Birla Sun Life AMC 1.86 Van Eck Associates 0.29
HDFC Asset Management 1.74 LIC Nomura Mutual Fund 0.17
*as per last available data

Bulk Deals
Data Acquired / Seller B/S Qty Traded Price

No Data Available

Insider Trades

*as per last available data

Reporting Data

Acquired / Seller

B/S Qty Traded

13 Jun 2016

Mr. Dilip G. Piramal and Mrs. Shalini Piramal

Sell 288640.00

*as per last available data
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Recent Research

Date Company Title Price (INR) Recos
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15-Feb-17 VIP Growth stable; margins 148 Buy
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DISCLAIMER

Edelweiss Securities Limited (“ESL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is
licensed to carry on the business of broking, depository services and related activities. The business of ESL and its Associates (list
available on www.edelweissfin.com) are organized around five broad business groups — Credit including Housing and SME
Finance, Commodities, Financial Markets, Asset Management and Life Insurance.
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No.INH200000121 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Securities as
defined in clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency
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deems necessary to arrive at an independent evaluation of an investment in Securities referred to in this document (including the
merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The
investment discussed or views expressed may not be suitable for all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in
part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject ESL and associates / group companies to any registration or licensing
requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons
in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date
of this report and there can be no assurance that future results or events will be consistent with this information. This information
is subject to change without any prior notice. ESL reserves the right to make modifications and alterations to this statement as
may be required from time to time. ESL or any of its associates / group companies shall not be in any way responsible for any loss
or damage that may arise to any person from any inadvertent error in the information contained in this report. ESL is committed
to providing independent and transparent recommendation to its clients. Neither ESL nor any of its associates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential
including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary
trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. Past performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in
this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in
the report. The information provided in these reports remains, unless otherwise stated, the copyright of ESL. All layout, design,
original artwork, concepts and other Intellectual Properties, remains the property and copyright of ESL and may not be used in
any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.

ESL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including
network (Internet) reasons or snags in the system, break down of the system or any other equipment, server breakdown,
maintenance shutdown, breakdown of communication services or inability of the ESL to present the data. In no event shall ESL be
liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or
expenses arising in connection with the data presented by the ESL through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of
their receiving this report.

ESL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the Securities, mentioned herein 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/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other
potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of
publication of research report or at the time of public appearance. ESL may have proprietary long/short position in the above
mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and do not
consider risk appetite or investment objective of any particular investor; readers are requested to take independent professional
advice before investing. This should not be construed as invitation or solicitation to do business with ESL.
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Miscellaneous

ESL or its associates may have received compensation from the subject company in the past 12 months. ESL or its associates may
have managed or co-managed public offering of securities for the subject company in the past 12 months. ESL or its associates
may have received compensation for investment banking or merchant banking or brokerage services from the subject company in
the past 12 months. ESL or its associates may have received any compensation for products or services other than investment
banking or merchant banking or brokerage services from the subject company in the past 12 months. ESL or its associates have
not received any compensation or other benefits from the Subject Company or third party in connection with the research report.
Research analyst or his/her relative or ESL’s associates may have financial interest in the subject company. ESL and/or its Group
Companies, their Directors, affiliates and/or employees may have interests/ positions, financial or otherwise in the
Securities/Currencies and other investment products mentioned in this report. ESL, its associates, research analyst and his/her
relative may have other potential/material conflict of interest with respect to any recommendation and related information and
opinions at the time of publication of research report or at the time of public appearance.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange
rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by numerous market
factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in
interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the
value of the currency. Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of
an underlying security, effectively assume currency risk.

Research analyst has served as an officer, director or employee of subject Company: No
ESL has financial interest in the subject companies: No

ESL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of research report.

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of
the month immediately preceding the date of publication of research report: No

ESL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of publication of research report: No

Subject company may have been client during twelve months preceding the date of distribution of the research report.

There were no instances of non-compliance by ESL on any matter related to the capital markets, resulting in significant and
material disciplinary action during the last three years except that ESL had submitted an offer of settlement with Securities and
Exchange commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in relation to
their charges of non registration as a broker dealer.

A graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification:

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about
the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or
indirectly related to specific recommendations or views expressed in this report.

Additional Disclaimers

Disclaimer for U.S. Persons

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has
prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required
to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public
appearances and trading securities held by a research analyst account.

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule
15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and
Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as
specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied,
duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.
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VIP Industries

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC
in order to conduct certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an
agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in
this research report should be effected through Edelweiss Financial Services Inc.

Disclaimer for U.K. Persons

The contents of this research report have not been approved by an authorised person within the meaning of the Financial
Services and Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the
“Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated
associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being
referred to as “relevant persons”).

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment
activity to which this research report relates is available only to relevant persons and will be engaged in only with relevant
persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This
research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other
person.

Disclaimer for Canadian Persons

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have
prepared the research report. The research analysts preparing the research report are resident outside the Canada and are not
associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by
a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario
Securities Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of
Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research
analysts' business or relationship with a subject company or trading of securities by a research analyst.

This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103"))
who are resident in the Province of Ontario, Canada (an "Ontario Permitted Client"). If the recipient of this report is not an
Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the report to
the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person.

ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain
international advisers and/or dealers. Please be advised that (i) ESL is not registered in the Province of Ontario to trade in
securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) ESL's head office or
principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv)
there may be difficulty enforcing legal rights against ESL because of the above; and (v) the name and address of the ESL's agent for
service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada.

Disclaimer for Singapore Persons

In Singapore, this report is being distributed by Edelweiss Investment Advisors Private Limited ("EIAPL") (Co. Reg. No.
201016306H) which is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to
persons who qualify as "institutional investors" or "accredited investors" as defined in section 4A(1) of the Securities and Futures
Act, Chapter 289 of Singapore ("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers Regulations ("FAR"),
sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to EIAPL when providing any
financial advisory services to an accredited investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact
EIAPL in respect of any matter arising from, or in connection with this publication/communication. This report is not suitable for
private investors.

Copyright 2009 Edelweiss Research (Edelweiss Securities Ltd). All rights reserved

Access the entire repository of Edelweiss Research on www.edelresearch.com
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