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Schaeffler India, a leader in cylindrical and spherical roller bearings, has
announced merger of its group companies INA Bearings (leader in needle
roller bearings) and LuK India (a clutch and transmission component
systems player for automotive systems) with itself. The merger will
create a combined entity of INR35.7bn in revenue, having EBITDA of
INR5.68bn and PAT of INR3.24bn. We believe the Schaeffler group, a
leading Indian automotive and industrial bearings supplier, is well placed
to gain from the structural and cyclical uptick expected in both segments
and further gain from capex of ~“INR7.5-10bn planned over 5 years as a
group. Structural benefits of localisation, innovative products, and capex
incurred as one entity will help it outperform industry sales as well as
earnings along with recording strong cost synergies. Maintain ‘BUY’.

Merger rationale

We believe merging 3 entities to create "One Schaeffler India" is a positive as: 1) Will
realise revenue and cost synergies due to bundling of product offerings, leverage
distribution networks and reduce overhead costs; and 2) Create value for stakeholders
— higher growth and margin expansion. Combined entity (on pro-forma basis) recorded
revenue CAGR of 10.1% during CY13-16 (versus 8.2% CAGR for Schaeffler India).
EBITDA margin of combined entity improved from 9.3% in CY13 to 15.9% in CY16.

Our view

The merger paves the way for other MNCs to create a transparent, unified and
simplified structure to outgrow market. In this case, while stock valuation implies 12%
earnings dilution on CY16 basis, over long term the combined entity will outperform
drawing on its portfolio offerings with leadership in cylindrical and spherical alongside
needle bearings. Further, cost synergies could impel Schaeffler’'s EBITDA margins. In
our view, on strong synergies, the combined entity will get re-rated ahead and start
fetching better valuations than what we are currently looking at as all the group
companies will be in the listed entity.

Outlook and valuations: Positive; maintain ‘BUY’

We believe Schaeffler India, a leading Indian automotive and Industrial supplier, is well
poised to gain from the structural and cyclical uptick in both segments. It stands to
further gain from capex of ~INR7.5-10bn planned over next 5 years as a group. We
maintain ‘BUY’ based on target multiple of 28x CY18E EPS.

Financials (CY16) (INR mn)

Schaeffler India INA Bearings LuKlIndia Combined
Revenue 18,139 10,418 7,298 35,694
EBITDA 2,961 1,461 1,262 5,684
PAT 1,945 685 611 3,241
EPS (INR) 117.0 12.8 27.2 103.7
EBITDA Margin (%) 16.3 14.0 17.3 15.9
PAT Margin (%) 10.7 6.6 8.4 9.1
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Key Highlights

Schaeffler India, leader in cylindrical and spherical roller bearings, has announced merger of
its group companies, INA Bearings (leader in needle roller bearings) and Luk India (a clutch
and transmission component systems for automotive systems) with itself. Consequently,
this will create a combined entity of INR35.7bn, with EBIDTA of INR5.78bn and PAT of
INR3.24bn (as of CY16).

Details of the Merger

e  The swap ratio will be 10 shares of Schaeffler India for every 65 shares of INA Bearings
and 10 shares of Schaeffler India for every 35 shares of Luk India.

e As per the swap ratio, 8.21mn of Schaeffler India shares will be issued to the
shareholders of INS Bearings and 6.43mn shares of Schaeffler India will be issued to Luk
India shareholders.

e The 14.64mn new shares will increase Schaeffler India’s outstanding shares from
16.62mn to 31.26mn shares.

e PAT in CY16 will stand higher from INR1.95bn (10.7% net profit margin) of Schaeffler
India standalone to INR3.24bn (9.1% net profit margin) for combined entity

e Appointed date for the proposed merger is January 1, 2018 and the merger process is
expected to be completed in about 12 months.

e  Promoter shareholding (Schaeffler AG, Germany) in the listed entity will increase from
51% currently to 74%.

Merger Rationale
As per management, resultant merger synergies include:

e  One unified and simplified structure will enable Schaeffler entity to outgrow market.
Merger will create a leading automotive and industrial supplier with ~INR35.7bn
revenue and nearly 3,000 employees.

e Revenue and cost synergies will arise due to bundling of product offerings, leveraging of
distribution networks and reduction of overhead costs in sales, marketing, distribution
and admin functions.

e Merger will result in higher growth and margin expansion. Schaeffler India posted 8.2%
CAGR during CY13-16, while INA Bearings and LuK India registered 15.8% and 8.3%
CAGR over the mentioned period, respectively.

Table 1: Revenue and EBITDA CAGR (CY13-16)

Revenue CAGR EBITDA CAGR

(CY13-16) (%) (CY13-16) (%)

Schaeffler India 8.2 17.3
INA Bearings India 15.8 79.0
LuK India 8.3 50.1
Combined 10.1 32.1

Source: Company, Edelweiss research

e In the bearings space, Schaeffler India’s range will expand to include needle rollers,
linear rollers and precision spindle bearings.
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e Combined entity will gain from better positioning with a broader range of automotive
components, and bundling of offerings for package deals for OEM customers (eg. Clutch
Package, Transmission Package).

Fig. 1: Broad product spectrum — Automotive Division
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Source: Company, Edelweiss research
e The combined group outperformed industry in each of the respective segments during
2011-16.

e Schaeffler India will add to the high-growth attractive automotive business as currently
it accounts for 70% industrial and 30% auto sales versus 40% auto and 60% industrial
sales for the group.

Table 2: Schaeffler Group in India has outgrown the industry

Revenue CAGR (CY11-16) (%) Revenue in CY16 (INR mn) (%)

Schaeffler Schaeffler Combined
Segment Industry Group in India India Entity
Passenger Cars 4.3 18.8 1,989 9,904
CVs -1.7 9.9 396 2,891
Tractors 0.6 8.0 740 2,211
Two-Wheelers 5.9 10.7 2,201 4,354
Auto AM NA 145 305 2,866
Industrial OE 2.2 9.4 7,742 9,790
Industrial AM 4.7 2.6 4,568 5,006

Source: Company, Edelweiss research
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Chart 1: Will gain greater exposure to the faster growing auto segment
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e Currently, all entities have dedicated and independent distribution channels. Merger
will provide potential to leverage these distribution channels to expand reach.

Table 3: Combined Financials (INR mn)
CY16
Shares Promoter EBITDA  PAT Margin
Entity Revenue  EBITDA PAT (mn) EPS(INR) Stake (%) margin (%) (%)
Schaeffler India 18,139 2,961 1,945 17 117 51.0 16.3 10.7
INA Bearings India 10,418 1,461 685 58 13 100.0 14.0 6.6
LuK India 7,298 1,262 611 23 27 100.0 17.3 8.4
Combined 35,694 5,684 3,241 31 104 74.1 15.9 9.1
H1CY17
EBITDA PAT Margin
Entity Revenue EBITDA PAT Shares (mn) EPS (INR)  margin (%) (%)
Schaeffler India 9,205 1,746 1,115 17 67 19.0 12.1
INA Bearings India 5,855 892 414 53 8 15.2 7.1
LuK India 4,078 684 353 23 16 16.8 8.7
Combined 19,077 3,323 1,881 31 60 17.4 9.9
Source: Company, Edelweiss research
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Company Description

FAG is part of the Schaeffler Group of Germany, a leading global supplier in bearings with
revenues of EUR13bn (as of CY16). FAG, Germany, holds 51% stake in the company. In India,
FAG is the second largest player with market share of ~17% and ~45% in overall bearings
industry and roller bearings segment, respectively.

In India, FAG’s exposure to the auto segment is 30% and industrial bearings contribute to
40% of sales. While the company manufactures automotive bearings and part of industrial
bearings (~35%), balance 65% of industrial bearings are imported.

Investment Theme

FAG is expected to deliver strong revenue and profit CAGR of 15% and 20% CAGR,
respectively over CY16-18E along-with core ROCE of ~25%+ by CY18E. High exposure to four
wheelers (~70%+ of auto OEM sales) will drive FAG’s revenues led by cyclical uptick.
Historically company has averaged fixed asset turn of 5x. EBITDA margin of the company is
likely to expand owing to gross margin expansion led by substituion of traded sales
(imported) with manufacterd sales (localization) and higher operating leverage.

Key Risks

Delay in recovery in key segments can impact our sales growth projections since four
wheelers and commercial vehicles together contribute ~75% to FAG’s auto OEM revenues.
Forex fluctuation

FAG buys traded goods from group company (Schaeffler Tech AG, Germany). As a result, INR
depreciation against EUR may negatively impact margin on these EUR-denominated imports.
Imports constitute 33% of net sales. This also includes currency headwinds on ~34% of raw
material costs (~¥11% of net sales) which are imported.

Royalty rate increase

Currently, royalty, trademark and service fees as a percentage of overall sales stand at 2%.
Any increase in the same could pose a risk.

Edelweiss Securities Limited
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Financial Statements

Key Assumptions

Income statement (INR mn)
Year to December CYl5 CYie CY17E CY18E Year to December CY15 CY16 CY17E CY1SE
Macro Net revenue 17,244 18,139 20,765 23,928
GDP(Y-0-Y %) 72 65 7.1 7.7 Materials costs 9,907 10,826 12,282 14,054
Inflation (Ave) 49 45 4.0 45 Gross profit 7338 7313 8483 9874
Repo rate (exit rate) 68 63 5.8 58 Employee costs 1321 1,513 1,608 1,839
USD/INR (Avg) 650 675 660 660 oo Eypenses 2,964 2,840 3265 3752
Sector Operating expenses 4,285 4353 4,873 5,591
Auto OEM(2W) vol. growth 30 130 9.0 90 Total operating expenses 14192 15179 17,155 19,645
Auto OEM PV vol. growth 80 14.0 9.0 B =3 3053 2961 3610 4,284
Auto CV ind. vol. growth 30.0 14.0 9.0 10.0 Depreciation 655 641 719 779
SR EBIT 2,398 2,320 2,891 3,505
Auto 2W OEM vol. growth 120 120 90 140 A4q: Otherincome 561.6  682.6 855.77 1,032.77
Auto PV OEM vol. growth 100 9.0 15.0 170 | oss: Interest Expense e o = 1
Auto CV OEM vol. growth 2.0 - 1200 150 pofit Before Tax 2,938 2,985 3729 4520
Auto aftrmkt sale growth (69) (9.8) 70 154 | oss: provision for Tax 963 1,040 1,231 1,492
Industrial sales growth - 6.0 9.0 15.0 Reported Profit 1,975 1,045 2,499 3,028
Export revenue growth 1.7  (0.9) 10.0 15.0 Adjusted Profit 1,975 1,945 2,499 3,028
Industrial sales growth 2.6 2.1 9.5 13.0 Shares o /s (mn) 17 17 17 17
Manufactured 726 732 743 748  pdiusted Basic EPS 1188 1170 1503 1822
Traded 274 268 25.7 25.2 Diluted shares o/s (mn) 17 17 17 17
Mfg. gross margin (%) 473 463 468 471 pgiusted Diluted EPS 1188 1170 1503 1822
Traded gross margin (%) 274 185 225 228 pgiusted Cash EPS 156.1 1514 1936  229.1
Dividend per share (DPS) 10.0 12.0 13.0 13.0
Dividend Payout Ratio(%) 9.8 12.0 10.1 8.3
Common size metrics
Year to December cY1s CY16  CY17E  CY18E
Operating expenses 24.8 24.0 235 23.4
Gross margin 42.6 40.3 40.9 41.3
Interest Expense 0.1 0.1 0.1 0.1
EBITDA margins 17.7 16.3 17.4 17.9
EBIT margins 13.9 12.8 13.9 14.6
Net Profit margins 11.5 10.7 12.0 12.7
Growth ratios (%)
Year to December CY15 CY16 CY17E CY18E
Revenues 5.7 5.2 14.5 15.2
EBITDA 26.3 (3.0) 21.9 18.7
Adjusted Profit 29.2 (1.5) 28.5 21.2
EPS 29.2 (1.5) 285 21.2
e
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Balance sheet (INR mn) Cash flow metrics
As on 31st December CY15 CY16 CY17E CY18E Year to December CY15 CY16 CY17E CY18E
Share capital 166 166 166 166 Operating cash flow 1,819 1,928 2,606 2,362
Reserves & Surplus 12,726 14,359 16,581 19,356 Investing cash flow (2,221) (1,387) (959) (800)
Shareholders' funds 12,892 14,525 16,747 19,523 Financing cash flow (172) (218) 568 762
Long Term Liabilities 235 272 272 272 Net cash Flow (574) 323 2,216 2,324
Def. Tax Liability (net) 87 17 - - Capex (578) (931) (959) (800)
Sources of funds 13,215 14,815 17,019 19,795 Dividend paid (150) (200) (253) (253)
Gross Block 7,780 8,786 9,586 10,386
Net Block 3,456 3,861 3,942 3,963 Profitability and efficiency ratios
Capital work in progress 519 241 400 400 Year to December CY15 CY16 CY17E CY18E
Intangible Assets 1 = = = ROAE (%) 16.5 14.2 16.0 16.7
Total Fixed Assets 3,976 4,103 4,343 4,364 ROACE (%) 24.7 21.9 24.0 25.0
Cash and Equivalents 4,704 6,406 8,597 10,921 ROA 15.9 13.9 15.7 16.5
Inventories 2,203 2,740 2,374 2,706 Inventory Days 76 83 76 66
Sundry Debtors 3,364 3,318 3,440 3,928 Debtors Days 66 67 59 56
Loans & Advances 2,136 1,808 1,808 1,808 Payable Days 84 88 83 77
Other Current Assets 171 195 195 195 Cash Conversion Cycle 58 63 52 45
Current Assets (ex cash) 7,874 8,060 7,816 8,636 Current Ratio 3.8 3.9 4.4 4.7
Trade payable 2,405 2,803 2,786 3,175 Net Debt/Equity (0.4) (0.4) (0.5) (0.6)
Other Current Liab 935 951 951 951 Interest Coverage Ratio 113.1 131.8 164.3 199.1
Total Current Liab 3,339 3,754 3,737 4,126 Debt / Cap employed (%) 25.9 25.5 22.0 20.8
Net Curr Assets-ex cash 4,534 4,306 4,079 4,510
Uses of funds 13,215 14,815 17,019 19,795 Operating ratios
BVPS (INR) 775.7 874.0 1,007.7 1,174.6 Year to December CY15 CY16 CY17E CY18E
Total Asset Turnover 1.4 1.3 13 1.3
Free cash flow (INR mn) Fixed Asset Turnover 4.8 5.0 5.3 6.1
Year to December CY15 CY16 CY17E CY18E Equity Turnover 1.4 1.3 1.3 1.3
Reported Profit 1,975 1,945 2,499 3,028
Add: Depreciation 655 641 719 779 Valuation parameters
Interest (Net of Tax) 14 12 12 12 Year to December CY15 CY16 CY17E CY18E
Others (735) (561) (850)  (1,027) Adj. Diluted EPS (INR) 118.8 117.0 150.3 182.2
Less: Changes in WC 90 109 (227) 430 Y-o-Y growth (%) 29.2 (1.5) 28.5 21.2
Operating cash flow 1,819 1,928 2,606 2,362 Adjusted Cash EPS (INR) 156.1 151.4 193.6 229.1
Less: Capex 578 931 959 800 Diluted P/E (x) 35.8 36.4 28.3 23.4
Free Cash Flow 1,241 997 1,647 1,562 P/B (x) 5.5 4.9 4.2 3.6
EV / Sales (x) 3.8 3.5 3.4 2.8
EV / EBITDA (x) 21.6 21.7 17.2 14.0
Dividend Yield (%) 0.2 0.3 0.3 0.3

Peer comparison valuation

Market cap Diluted P/E (X) EV / EBITDA (X) ROAE (%)
Name (USD mn) CY17E CY18E CY17E CY18E CY17E CY18E
Schaeffler India Limited 1,105 28.3 23.4 17.2 14.0 16.0 16.7
SKF India 1,245 27.3 22.6 17.4 14.1 15.7 17.9
Median - 27.8 23.0 17.3 14.0 15.9 17.3
AVERAGE - 27.8 23.0 17.3 14.0 15.9 17.3

Source: Edelweiss research
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Additional Data

Directors Data

Avinash Gandhi Chairman Dharmesh Arora Managing Director
Klaus Rosenfield Director Dietmar Heinrich Director

R Sampath Kumar Director Frank Huber Director

Sanak Mishra Director Renu Challu Director

Rakesh Jinsi Director

Auditors - B.S.R & Co

Holding Top -10

Perc. Holding Perc. Holding
Templeton Asset Mgmt 4.01 UTI AMC 2.22
HDFC Asset Management Co Itd 2.93 HDFC Life Insurance 2.15
Sundaram Asset Management 2.74 ICICI Prudential AMC 2.07
SBI Funds Management 2.58 Kotak Mahindra 1.95
IDFC Mutual Fund 2.3 Birla Sun Life Asset Management 1.79

*as per last available data

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

No Data Available

*as per last available data

Insider Trades
Reporting Data Acquired / Seller B/S Qty Traded

No Data Available

*as per last available data
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Recent Research

Date Company Title Price (INR) Recos
18-Aug-17 SKF India  Scaling the value chain; Buy
Visit Note
01-Aug-17 SKF India  Moving up the value chain; Buy
Result Update
30-May-17 SKF India  Sales trajectory intact; strong Buy

capex ahead;
Result Update
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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.
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