RESULT UPDATE

JK CEMENT

Decent performance

India Equity Research| Cement

JK Cement (JKCE) reported a decent performance in Q1FY18 with EBITDA
(at INR1.98bn versus INR2.1bn estimate) rising 13% YoY and PAT jumping
an impressive 30%. Grey cement volumes grew ~7% YoY and realisations
surged 9% QoQ, leading to EBITDA/t of INR686 (INR614 in Q1FY17). Given
the low base of H2FY17 and factoring current stable price trend, we see
limited risk to our 7% volume growth and INR587 EBITDA/t FY18
estimates for the segment. GST implementation-led destocking impacted
white cement with volume staying flat YoY (putty sales growth slowed to
6% versus 17% in FY17). Given the pricing pressure, the segment’s EBITDA
dipped 9% YoY. In line with management’s guidance, we stay optimistic
on recovery in ensuing quarters. Retain ‘BUY’ with TP of INR1,175 (10x
FY19E EBITDA).

Q1FY18: Performance highlights

° Grey cement volumes rose ~7% YoY to 1.74mt (broadly in line) on a low base of
1% in Q1FY17. Including clinker sales of 133kt (led by ~100kt exports, which may
not continue) total volumes surged ~15% YoY. Realisations jumped 9% QoQ (5%
estimate) leading to EBITDA/t of INR686 versus INR614 in Q1FY17.

° Given the current stable cement prices and low base of H2FY17, we perceive
limited risk to our 7% volume growth and INR587 EBITDA/t estimates for FY18.

° White segment disappointed with flat volumes YoY (7% growth estimate) and 9%
dip in EBITDA with margin contracting ~260bps YoY. Management attributed this
to GST implementation-led destocking and is hopeful of recovery in ensuing
quarters. We too remain optimistic.

° UAE operations remained subdued with volume growth of ~3% YoY. Sustained
weak demand and increased pricing competition is likely to persist in near term.

Outlook and valuations: Bright potential; maintain ‘BUY’

We continue to like JKCE as it is likely to be one of the beneficiaries of anticipated price
and demand uptick in North. Steady volumes and EBITDA growth in white cement
cushion downside risks, if any, from price volatility in grey cement. With RoE of over
20% in FY19E, we continue to value JKCE at 10x FY19E EBITDA and maintain ‘BUY/SO’
with TP of INR1,175.

Financials (INR mn)
Year to March Q1FY18 Q1FY17 % Chg QA4FY17 % Chg FY17 FY18E FY19E
Total operating Income 10,415 8,951 16.4 10,648 (2.2) 40,623 46,698 53,124
EBITDA 1,977 1,749 13.1 2,273 (13.0) 7,670 8,691 10,517
Adjusted Profit 793 704 12.8 985 (19.4) 2,415 3,338 4,835
Diluted EPS (INR) 11.3 10.1 12.8 141 (19.4) 324 47.7 69.1
Diluted P/E (x) 29.9 21.6 14.9
EV/EBITDA (x) 13.5 11.5 9.1
ROAE (%) 14.4 17.6 21.7
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Cement

Q1FY18 conference call highlights
Operational highlights

e  Grey cement production grew 9% YoY to 1.75mt, while sales volume grew 6.5% YoY to
1.74mt. JKCE also sold 133kt clinker (including ~100kt exports to Nepal, which may not
continue in ensuing quarters), leading to total sales volume growth of ~15% YoY.

e In Q1FY18, regional sales mix remained broadly same at ~75% sales from Northern
plants, while balance was from its Karnataka plant.

e North plants operated at ~75% utilisation and at ~60% in South in Q1FY18.
e  Management estimates ~7-8% volume growth in Q2FY18.

e Across key markets, JKCE has witnessed marginal price correction due to monsoon (of
~INR8-10/bag compared to previous quarter’s exit prices).

e  White cement + wall putty volumes remained flat at 256KT, largely due to GST-related
destocking. This, coupled with weak realisations and rising costs, led to the segment’s
EBITDA dipping 9% YoY. However, going forward, management expects recovery in
volume growth with EBITDA margin reverting to ~28%.

e Average pet coke cost in Q1 was INR7,600/t, an increase of ~INR2,000 versus Q1FY17.
In Q2FY18, management expects it to increase further by ~INR200/t due to impact of
high cost of imported pet coke.

e Management stated that it is early to quantify savings due to GST implementation and
it will be in a better position to comment on the same by FY18 end.

e Management expects raw mill silo construction work at South plant to start at the
beginning of FY19.

e Interest cost during Q1FY18 was higher QoQ (INR680mn versus INR628mn in Q4FY17)
largely due to exchange rate fluctuations (part of finance cost).

Debt and Capex

e  Management guided for a capex of INR2.0-2.5bn for FY18. Of this:
0 INR250mn will be incurred on putty expansion at Katni.
0 INR300-400mn to acquire mining land.

0 Balance (~INR1.6-1.75bn) as maintenance and other environment related
improvements at existing plants.

e  On standalone basis, as of June 30, 2017, JKCE had gross debt of INR24.2bn and net
debt of INR19.5bn. Additionally, UAE subsidiary had total outstanding debt of USD90mn.

e In Q1FY18, net debt reduced by INR1.3bn compared to Q4FY17.

e  Management expects to repay about INR2.0-2.5bn annually over the next few years.

UAE operations

e In the June quarter, UAE operations recorded volume of 75KT, while revenue and
EBITDA stood at AED31.9mn and AED5mn, respectively.

e QOperations continued to suffer due to low demand and increased pricing competition in
the region.
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Capacity expansion plans

Management reiterated that while it has taken enabling resolution to raise funds, no
clear plans have been formed for the expansion. It mentioned that more clarity will be
given on capacity expansion by FY18 end.

If at all managements decides to undertake greenfield expansion, it will be for a 2.5-
3.0mtpa integrated capacity (grey cement) at an estimated cost of INR15-18bn and a
expected timeline of 24-30months from the date of announcement.

Wall putty’s Katni expansion (0.2mtpa) is expected to be commissioned by June 2018.

Q4FY17 conference call highlights
Operational highlights

While grey cement volume fell 2% YoY to 1.86mt during Q4FY17, white+wall putty
volumes rose 5% YoY.

For FY17, grey cement volume stood at 6.8mt, up 1% YoY, and white+wall putty jumped
12% YoY to 1.08mt.

Higher ‘other income’ reported in Q4FY17 included a one-time write-back of provisions
of INR300mn.

Management mentioned that multiple cost efficiency measures, inventory of low-cost
pet coke and other fuel mixes helped JKCE maintain lower power and fuel costs per
tonne of cement. As of Q4FY17, pet coke usage at kilns stood at 85%.

Pet coke prices have been on the rise, trading close to USD94-95/t. Accordingly, they
may impact Q1FY18 power and fuel costs.

Cement industry has been taking necessary steps to reduce air pollution while using pet
coke. Hence, management is not too concerned about the NGT order banning use of
pet coke.

On standalone basis, JKCE had gross debt of INR25.1bn and cash of INR4.8bn as of
March 2017 versus gross debt of INR24.5bn and cash of INR4.3bn as of March 2016.

On consolidated basis, gross debt stood at INR26.7bn as of March 2017.

Management stated that fly ash availability has been an issue due to interruptions in
power plant operations owing to lower power tariffs.

JKCE’s lead distance in North operations was ~600km and ~450km in South. Trade and
non-trade sales mix stood at 67% and 33%, respectively.

Operating rates of the company’s plants stood at ~65% in North and ~60% in South.

Outlook and guidance

Management is targeting volume growth of 7-8% in grey cement and ~12-15% growth
in white+wall putty in FY18.

JKCE is planning to repay total debt of INR2bn in FY18. It also stated that declining
interest rates will lower interest costs (~10% currently) by 40-50bps in ensuing years.

The company incurred capex of “INR2.5bn in FY17. It has guided for ~INR2.5bn capex in
FY18 and ~INR2bn in FY19.

Capex in FY18 will be largely incurred for maintenance purposes, wall putty expansion
at Katni plant, land acquisition, pollution control measures, etc.

Expansion work at Katni plant is expected to be completed by June 2018.

JKCE may finalise decision to expand its grey cement capacities by end FY18.
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UAE operations

e In Q4FY17, total revenue from UAE operations rose 4% YoY. The subsidiary reported
EBITDA of AED6.4mn with cement sales volume of 83K tonnes and clinker sales of 30K

tonnes.

e Management stated that competitive intensity amidst weak demand is exerting

pressure on pricing in the region.

e  Overall, management is targeting volume growth of 10% YoY in CY17.

Table 1: Target price of INR1,175

Particulars FY19E
Assumed EV/EBITDA multiple (x) 10
Total EBITDA (INR mn) 10,517
EV (INR mn) 107,039
Less: Net debt (INR mn) 24,854
Mcap (INR mn) 82,185
Shares o/s (mn) 69.9
Value per share (INR) 1,175
Potential Upside (%) 13.9

Source: Edelweiss research
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Financial snapshot (INR mn)

Year to March Q1FY18 Q1FY17 % change Q4FY17 % change FY17 FY18E FY19E
Total operating Income 10,415 8,951 16.4 10,648 (2.2) 40,623 46,698 53,124
Raw material 1,780 1,699 4.8 1,915 (7.1) 7,599 8,349 9,316
Power and fuel 1,803 1,387 30.0 1,800 0.2 6,645 8,081 9,629
Staff costs 775 658 17.7 728 6.5 3,155 3,313 3,545
SG&A 2,877 2,358 22.0 2,672 7.7 7,615 8,529 9,701
Other expenses 1,203 1,099 9.4 1,260 (4.5) 7,939 9,735 10,416
Total expenditure 8,438 7,202 17.2 8,375 0.7 32,953 38,006 42,607
EBITDA 1,977 1,749 13.1 2,273 (13.0) 7,670 8,691 10,517
Depreciation 450 425 5.9 452 (0.4) 2,169 2,068 2,182
EBIT 1,527 1,324 15.4 1,821 (16.2) 5,500 6,623 8,335
Other income 186 191 (2.7) 68 174.6 503 607 755
Interest 680 675 0.8 628 8.3 2,954 2,780 2,643
Profit before tax 1,033 840 22.9 1,261 (18.1) 2,856 4,450 6,447
Tax 240 121 98.8 258 (7.1) 649 1,113 1,612
Reported net profit 793 609 30.4 914 (13.2) 2,265 3,338 4,835
Adjusted Profit 793 704 12.8 985 (19.4) 2,415 3,338 4,835
Equity capital(FV INR 2) 699 699 699 699 699 699
No. of shares (mn) 70 70 70 70 70 70
Diluted EPS (INR) 11.3 10.1 12.8 14.1 (19.4) 324 47.7 69.1
Diluted P/E (x) 29.9 21.6 14.9
EV/EBITDA (x) 135 115 9.1
ROAE (%) 14.4 17.6 21.7

As % of net revenues

Raw material 17.1 19.0 18.0 18.7 17.9 17.5
Employee cost 7.4 7.4 6.8 7.8 7.1 6.7
Power & fuel 17.3 15.5 16.9 16.4 17.3 18.1
Other expenses 11.5 12.3 11.8 19.5 20.8 19.6
SG&A 27.6 26.3 25.1 18.7 18.3 18.3
EBITDA 19.0 19.5 21.3 18.9 18.6 19.8
Adjusted net profit 7.6 6.8 8.6 5.9 7.1 9.1
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Company Description

JKCE is one of the leading cement manufacturers in India and also the second-largest white
cement manufacturer in the country. It is an affiliate of the JK Group, which was founded by
Mr. Lala Kamlapat Singhania. Currently, the company has grey cement installed capacity of
10.5mtpa with manufacturing plants at Nimbahera, Mangrol and Gotan in Rajasthan and
Muddapur in Karnataka. JKCE is second largest producers of white cement in India with a
capacity of 0.6mtpa.

Investment Theme

We continue to like JKCE as it is likely to be one of the beneficiaries of anticipated price and
demand uptick in North. Steady volumes and EBITDA growth in white cement cushion
downside risks, if any, from price volatility in grey cement. With RoE of over 20% in FY19E,
we continue to value JKCE at 10x FY19 EV/ERBITDA and maintain ‘BUY’ with TP of INR1,175,
implying an exit EV/T of USD133/t.

Key Risks

Sharp decline in cement prices/demand and/or sharp increase in input cost.
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Financial Statements

JK Cement

Key Assumptions Income statement (INR mn)
Year to March FY16 FY17 FY18E FY19E Year to March FY16 FY17 FY18E FY19E
Macro Income from operations 37,860 40,623 46,698 53,124
GDP(Y-0-Y %) 7.2 6.5 7.1 7.7  Materials costs 6,968 7,599 8,349 9,316
Inflation (Avg) 49 4.5 4.0 4.5 Power and fuel 8,286 6,645 8,081 9,629
Repo rate (exit rate) 6.8 6.3 5.8 5.8  Freight 7,797 7,615 8,529 9,701
USD/INR (Avg) 65.0 67.5 66.0 66.0 Employee costs 2,687 3,155 3,313 3,545
Sector Other Expenses 22,743 22,198 26,344 29,747
All Ind Cem demand (mt) 281 278 298 325 EBITDA 5,462 7,670 8,691 10,517
Demand growth (%) 5.2 (1.0) 7.0 9.0 Depreciation 1,974 2,169 2,068 2,182
Ind Capac util (%) 73.0 72.5 76.9 84.2 EBIT 3,488 5,500 6,623 8,335
Ind avg price (INR/50kg) 297.0 302.7 314.4 346.2  Add: Other income 498.08 502.94 607.14 754.76
Company Less: Interest Expense 3,049 2,954 2,780 2,643
Inst capacity (mtpa) 12 12 12 13  Profit Before Tax 936 2,856 4,450 6,447
Capacity Utilisation (%) 65 65 69 75  Less: Provision for Tax 388 649 1,113 1,612
Grey Cem Sales Vol (mt) 6.9 6.8 7.3 7.9  Less: Minority Interest (30) (58) - -
White Cem Sales Vol (mt) 1.0 0.8 11 1.2 Reported Profit 579 2,265 3,338 4,835
Grey Cem realiztn(INR/t) 3,579 3,661 3,899 4,132 Adjusted Profit 579 2,415 3,338 4,835
Wht Cem realiztn (INR/t) 11,037 11,223 11,532 11,849 Shareso /s (mn) 70 70 70 70
RM cost per tonne 853 920 947 976  Adjusted Basic EPS 8.3 34.5 47.7 69.1
P&F cost per tonne 1,014 804 917 1,009 Diluted shares o/s (mn) 70 70 70 70
Freight cost per tonne 954 922 968 1,016  Adjusted Diluted EPS 8.3 34.5 47.7 69.1
Employee cost per tonne 329 382 376 371  Adjusted Cash EPS 36.5 65.6 77.3 100.3
Other expenses per tonne 1,528 1,727 1,888 1,911 Dividend per share (DPS) 4.0 8.0 8.0 10.0
Total expenses per tonne 4,678 4,754 5,096 5,282  Dividend Payout Ratio(%) 58.2 28.9 19.6 16.9
Grey Cmt EBITDA/t (INR) 319 538 587 696
White Cmt EBITDA/t (INR) 3,121 3,399 2,881 2,990 Common size metrics
Effective tax rate (%) 41.4 22.7 25.0 25.0 Yearto March FY16 FY17 FY18E FY19E
Debtor days 19 19 17 16  Operating expenses 85.6 81.1 81.4 80.2
Inventory days 82 88 81 77  EBITDA margins 14.4 18.9 18.6 19.8
Payable days 48 45 46 57  Net Profit margins 1.4 5.8 7.1 9.1
Growth ratios (%)
Year to March FY16 FY17 FY18E FY19E
Revenues 11.8 7.3 15.0 13.8
EBITDA 26.8 40.4 1333 21.0
Adjusted Profit (54.3) 317.4 38.2 44.9
EPS (54.3) 317.4 38.2 44.9
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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 699 699 699 699  Operating cash flow 5,800 7,595 6,892 6,889
Reserves & Surplus 15,171 16,896 19,579 23,596  Investing cash flow (4,076)  (3,329) (2,500)  (2,000)
Shareholders' funds 15,870 17,595 20,278 24,295  Financing cash flow (1,932)  (3,724)  (1,905) (2,818)
Minority Interest 98 40 40 40 Net cash Flow (208) 542 2,488 2,071
Short term borrowings 4,517 4,455 4,455 4,455 Capex (3,813) (3,447) (2,500) (2,000)
Long term borrowings 30,876 31,053 29,803 27,803 Dividend paid (337) (337) (655) (818)
Total Borrowings 35,393 35,508 34,258 32,258
Def. Tax Liability (net) 2,165 2,638 2,638 2,638 Profitability and efficiency ratios
Sources of funds 53,525 55,779 57,213 59,230 Year to March FY16 FY17 FY18E FY19E
Gross Block 54,437 59,488 60,988 62,488 ROAE (%) 3.6 14.4 17.6 21.7
Net Block 42,333 45,184 44,616 43,934 ROACE (%) 7.9 11.5 13.4 16.4
Intangible Assets 202 233 233 233 Inventory Days 82 88 81 77
CWIP (incl. intangible) 3,211 1,267 2,267 2,767 Debtors Days 19 19 17 16
Total Fixed Assets 45,746 46,685 47,117 46,936 Payable Days 48 45 46 57
Non current investments 786 803 803 803 Cash Conversion Cycle 52 62 52 35
Cash and Equivalents 3,730 4,271 6,759 8,830 Current Ratio 1.8 2.0 1.9 2.0
Inventories 4,931 5,609 5,470 6,543 Gross Debt/EBITDA 6.5 4.6 3.9 3.1
Trade receivables 2,113 2,019 2,278 2,463 Gross Debt/Equity 2.2 2.0 1.7 13
Loans & Advances 1,861 2,251 2,251 2,251 Adjusted Debt/Equity 2.2 2.0 1.7 13
Other Current Assets 2,679 2,404 2,404 2,404 Interest Coverage Ratio 1.1 1.9 2.4 3.2
Current Assets (ex cash) 11,585 12,283 12,402 13,661
Trade payable 3,047 2,337 3,942 5,074 Operating ratios
Other Current Liab 5,276 5,925 5,925 5,925 Year to March FY1l6 FY17 FY18E FY19E
Total Current Liab 8,323 8,262 9,867 10,999 Total Asset Turnover 0.7 0.7 0.8 0.9
Net Curr Assets-ex cash 3,262 4,021 2,534 2,662 Fixed Asset Turnover 0.9 0.9 1.0 1.2
Uses of funds 53,525 55,779 57,213 59,230 Equity Turnover 2.3 2.4 2.5 2.4
BVPS (INR) 227.0 251.6 290.0 347.4
Valuation parameters
Free cash flow (INRmn)  vYear to March FY16 FY17  FY18E  FY19E
Year to March FY16 FY17 FY18E FY1I9E  Adj. Diluted EPS (INR) 8.3 34.5 47.7 69.1
Reported Profit 579 2,265 3,338 4,835 Y-0-Y growth (%) (54.3) 3174 38.2 44.9
Add: Depreciation 1,974 2,169 2,068 2,182 Adjusted Cash EPS (INR) 36.5 65.6 77.3 100.3
Interest (Net of Tax) 1,786 2,283 2,085 1,982 Diluted P/E (x) 124.8 29.9 21.6 14.9
Others 1,756 1,635 (2,085) (1,982)  P/B(x) 4.5 4.1 3.6 3.0
Less: Changes in WC 294 758  (1,486) 128 EV/tonne (USD/tonne) 132 123 122 115
Operating cash flow 5,800 7,595 6,892 6,889 EV / Sales (x) 2.7 2.5 2.1 1.8
Less: Capex 3,813 3,447 2,500 2,000 EV / EBITDA (x) 19.0 13.5 11.5 9.1
Free Cash Flow 1,987 4,147 4,392 4,889 EV/EBITDA (x)+1 yr fwd. 13.6 11.9 9.5 -
Dividend Yield (%) 0.4 0.8 0.8 1.0
Peer comparison valuation
Market cap Diluted P/E (X) EV / EBITDA (X) ROAE (%)

Name (USD mn) FY18E FY19E FY18E FY19E FY18E FY19E

JK Cement 1,125 216 14.9 115 9.1 17.6 21.7

ACC 5,301 43.1 30.8 18.2 141 9.0 12.3

Ambuja Cement Ltd 8,358 45.1 35.1 26.0 21.0 6.2 7.8

India Cements 889 211 13.6 8.6 6.8 5.2 7.6

Shree Cements 9,499 33.9 23.7 21.6 14.1 21.0 24.2

AVERAGE 33.0 23.6 17.2 13.0 11.8 14.7

Source: Edelweiss research
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Additional Data

Directors Data

JK Cement

Dr. K.B Agarwal Independent, Non Executive (Chairman)

Shri Yadupati Singhania Managing Director & CEO

Mr. Paul Heinz Hugentobler Additional Director Shri Achintya Karati Independent
Smt Sushila Devi Singhania Non-Independent Shri J.N.Godbole Independent
Shri Shyam Lal Bansal Independent Shri K.N. Khandelwal Independent
Shri R.K. Lohia Independent Shri Suparas Bhandari Independent

Auditors - P.L. TANDON & CO.

Holding —Top 10

*as per last annual report

Perc. Holding Perc. Holding
Franklin Resources 9.20 FMR LLC 5.02
HDFC Life Insurance Co Ltd 3.84 Templeton Asset Mgmt 2.84
DSP Blackrock Investment Manager 1.27 Sundaram Asset Management Co Ltd 1.27
Tata Asset Management Ltd 1.00 General Insurance Corp of India 1.00,
Dimensional Fund Advisors LP 0.91 Reliance Capital Trustee Co Ltd 0.84

*as per last available data

Bulk Deals

Data Acquired / Seller B/S Qty Traded Price

25 Jan 2017 Yadupati Gaur Singhania Sell 2000000 705.35
25 Jan 2017 Reliance Mutual Fund - Reliance Small Cap Fund Buy 586000 705.45
25 Jan 2017 Dsp Blackrock Mutual Fund - Dsp Blackrock Micro Cap Fund Buy 533019 705.00

Insider Trades

*in last one year

Reporting Data Acquired / Seller

B/S Qty Traded

30Jan 2017 Shri Yadupati Singhania

Sell 2000000.00

*in last one year
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RATING & INTERPRETATION _

STOCK
RATING

Company Absolute Relative Relative | Company Absolute Relative  Relative
reco reco risk reco reco
ACC BUY SP M Ambuja Cement Ltd HOLD SuU

Grasim Industries BUY Nej India Cements BUY SP

M
JK Cement BUY SO M Shree Cements BUY
UltraTech Cement BUY Nej M

ABSOLUTE RATING

Ratings Expected absolute returns over 12 months
Buy More than 15%
Hold Between 15% and - 5%

Reduce Less than -5%

RELATIVE RETURNS RATING
Ratings Criteria
Sector Outperformer (SO) Stock return > 1.25 x Sector return
Sector Performer (SP) Stock return > 0.75 x Sector return
Stock return < 1.25 x Sector return

Sector Underperformer (SU) Stock return < 0.75 x Sector return

Sector return is market cap weighted average return for the coverage universe
within the sector

RELATIVE RISK RATING

Ratings Criteria
Low (L) Bottom 1/3rd percentile in the sector
Medium (M) Middle 1/3rd percentile in the sector

High (H) Top 1/3rd percentile in the sector

Risk ratings are based on Edelweiss risk model

SECTOR RATING
Ratings Criteria
Overweight (OW) Sector return > 1.25 x Nifty return
Equalweight (EW) Sector return > 0.75 x Nifty return

Sector return < 1.25 x Nifty return

Underweight (UW) Sector return < 0.75 x Nifty return
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Recent Research

Date

Company Title Price (INR) Recos
14-Aug-17 Grasim Core operations stay strong; 1,109 Buy
Industries  Result Update
04-Aug-17 India Committed to prune debt; 198 Buy
Cements  Result Update
01-Aug-17 Shree Soaring realisation offsets cost 18,632 Buy
Cements  escalation;
Result Update
Distribution of Ratings / Market Cap
Edelweiss Research Coverage Universe Rating Interpretation
Buy Hold Reduce Total Rating Expected to
Rating Distribution* 161 67 11 240 Buy appreciate more than 15% over a 12-month period
* 1stocks under review
Hold iat to 159 12- th iod
> 50bn Between 10bn and 50 bn < 10bn ° appreciate up to 15% over a 12-month perio
Reduce depreciate more than 5% over a 12-month period
Market Cap (INR) 156 62 11
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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.

This Report has been prepared by Edelweiss Securities Limited in the capacity of a Research Analyst having SEBI Registration
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
Derivatives. The information contained herein is from publicly available data or other sources believed to be reliable. This report is
provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The
user assumes the entire risk of any use made of this information. Each recipient of this report should make such investigation as it
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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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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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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