RESULT UPDATE

CROMPTON GREAVES CONSUMER

Intensifying competition takes a toll; growth matrix intact

India Equity Research| Consumer Durables

Crompton Greaves Consumer’s (Crompton) healthy profit growth sustained
in Q3FY18 as well, despite slowdown in fans, pumps and geyser segments.
Key highlights: a) robust spurt in lighting (up 23% YoY) was offset by mere 7%
YoY growth in consumer durables due to dip in geysers and tepid growth in
pumps; b) EBIDTA grew a 20% YoY led primarily by gross margin expansion
on account of rise in premium products & sustained cost focus; and c) while
Crompton’s overall fan sales growth was lower compared to large peers, its
market share in premium offerings jumped—reflected in high growth (20%
YoY) over past many quarters. While we remain enthused by Crompton’s
comprehensive business strategy with clear focus areas, we trim FY18/19E
EPS 7%/15% building in lower-than-expected 9mFY18 performance.
Maintain ‘BUY’ with revised TP of INR290 (INR260 earlier) as we roll forward
to FY20E, estimating ~19% EPS CAGR and spurt in free cash flow over FY17-
20 led by industry-leading growth in fans and lighting segments.

Tepid pumps & geysers offset blooming lighting & premium fans

In our view, heightened competition and adverse impact from small / unorganised
sector in pumps and geysers impacted Crompton’s Q3FY18 ECD top line (up mere 7.4%
YoY). The growth was tepid despite a robust 28% YoY surge in premium fans (MRP
>INR2,500)—now contribute 20% to overall fans’ revenue. We believe, competition’s
SKU ramp up in geysers, residential pumps etc., has impacted Crompton.

Key monitorables over 12-24 months

We expect Crompton’s growth to revive in ensuing quarters, especially in fans and
residential pumps, as new launches start bearing fruits, apart from sustained growth in
lighting. We also appreciate its sharpened focus on a more robust organizational build
up—long-term supply chain and marketing initiatives. These, we believe, are targeted
at wresting share from organised players, which we envisage to play out over the
following 12-24 months.

Outlook and valuations: Ready for big leap; maintain ‘BUY’

Crompton has reaped most of the low-hanging benefits reflected in profitable growth
over the past three-four quarters. Key monitorable now remains top management’s
capital allocation strategy to expand industry coverage even as Crompton tries to
achieve its objective of higher-than-market profitable growth. Maintain ‘BUY/SO”.

Financials (INR mn)
Year to March Q3FY18 Q3FY17 %Chg Q2FY18 %Chg  FY17 FY18E  FY19E
Net revenues 9,382 8,792 6.7 9,597 (2.2) 39,759 41,990 48,661
EBITDA 1,165 972 19.8 1,207 (3.5) 4,902 5,299 6,286
Adjusted Profit 695 543 27.9 708 (1.8) 2,932 3,218 3,905
Diluted EPS (INR) 1.1 0.9 27.9 1.1 (1.8) 4.7 5.1 6.2
Diluted P/E (x) 53.6 48.8 40.2
ROAE (%) 76.4 49.8 441
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Consumer Durables

Q3FY18 conference call: Key takeaways

Performance:

Crompton’s revenue grew 12.2% with comparable growth in the Electrical Consumer
Durable segment of 7.4% and 23.0% in lighting segment.

Fans
0 Premium fans grew 28% and constitute 20% of total fans business.

0 The company had minimal presence in premium fans two-three years ago with
premium fans constituting mere 5-6% of total fans turnover. However, currently, it
is a leading player in this segment and not just in overall fans.

0 The value growth was driven by volume growth with little salience coming from
premium fans. Non-premium fans business also grew.

0 EESL: It has 400,000 fans order (to be executed in 6 months) and recently delivered
50,000 units.

Lighitng

O LED jumped 56% during the quarter and constitutes 70% of overall lighting

business.

0 Crompton is now the second-largest lighting company after Philips. It was hardly
present in the lighting segment two years ago and in just 24 months it has scaled
up to become the second-largest player.

0 The value growth was 23% and volume growth was 30% with lower value growth
due to price erosion in LEDs.

O EESL: Total revenue from EESL was INR400mn, of which INR200mn was street
lights and INR220mn was B2B. It has INR500mn worth of orders pending execution.
It earlier supplied lamps and fixtures; but going forward, management expects the
proportion of lamps to dip.

Geysers: Crompton’s market share in geysers declined during the quarter.

Pumps: The company’s market share has not declined. But its growth rate in the
segment has declined. Agri pumps grew 19% during the quarter.

Input prices and price increase

Commodity prices increased during the quarter (with QoQ index up 2% points).

Management believes it is not possible to pass on the entire commodity price hike to
customers. Hence, it hiked prices of fans only 1.5% in November.

The other 2 ways to offset the commodity price increase are: 1) favourable mix; and 2)
cost cutting is other areas, which the company has been successfully implementing.

Growth of new products segments

New product additions: Crompton aims to add only those products in which there is
scope to bag the No. 2 position as it believes most of the value is captured by the top 2
players in a segment.

Geysers and air coolers

0 Geysers and coolers are currently the company’s priority. It aims to be the No.2
player from the current 6/7 position in both the categories.
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0 In terms of inorganic growth opportunities in these 2 segments, management
believes if there is a good acquisition opportunity which will help it scale up its
position only then it will consider it.

0 New offerings in geysers will be launched in early part of next year. New products
in coolers will be launched in the current season itself.

0 Electrical stores are the main distribution channel for geysers. Coolers have a
separate distribution channel, but with the launch of coolers they will get entry
into a different distribution channel (which in our view may help rollout new
products going ahead).

Flavour on the industry and challenges faced by Crompton during Q3FY18

The company faced challenges particularly in ECD business with subdued growth in
domestic pumps.

Crompton is the leader in domestic pumps, but it faced significant competitive pressure
in North and East India due to introduction of mid and low priced pumps by
competitors. The company also introduced a mid price range of pumps during the
quarter to battle the competitive pressure. Management believes growth in pumps will
recover reasonably quickly.

Water heaters volume declined during the quarter despite being a seasonal quarter
along with significant rise in competitive intensity. Besides this, the company also lost
share due to lagging in its innovation pipeline.

Fans: YTD growth in the market is flat. The market was declining in early part of the
year, but has started reviving. Hence, cumulatively, it shows growth. Management
estimates the industry to recover to 6-8% growth in line with historical growth rate.
Also, the housing sector, which drives growth of fans, has been subdued. Exports have
been flat. 80-85% is replacement demand and balance is new demand; it’s the same in
case of premium fans.

In the view of the management trade has largely smoothened out, post the impact of
GST.

Go-to-market (GTM) programme:

The GTM programme is running in western regions. The programme’s objective is to
develop new partners and leverage technology to improve scale by using real time
data and involves the roll out of sales force automation.

Other comments:

Supply chain: Crompton has tied up with Future Logistics, which has better technology
and a transformative supply chain programme.

Cost reduction programme continues to deliver benefits, reflected in higher margins.

Ad spends: Spent INR160mn during the quarter.
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Table 1: Segmental snapshot (standalone)

Year to March Q3FY18 Q3FY17 %change Q2FY18 %change 9MFY18 9MFY17 % change
Segment revenue (INR mn)

Lighting & Fixtures 3,265 2,859 14.2 3,378 (3.4) 9,391 8,188 14.7

Electrical Consumer Durables 6,117 6,188 (1.1) 6,219 (1.6) 20,397 20,902 (2.4)
Total 9,382 9,046 3.7 9,597 (2.2) 29,788 29,090 24

Segment revenue mix (%)

Lighting & Fixtures 34.8 31.6 35.2 31.5 28.1 612.6

Electrical Consumer Durables 65.2 68.4 64.8 68.5 71.9 (100.8)
EBIT (INR mn)

Lighting & Fixtures 452 312 45.1 427 6.0 1,099 749 46.7
Electrical Consumer Durables 1,112 996 11.6 1,110 0.2 3,636 3,505 3.7
Total 1,564 1,308 19.6 1,536 1.8 4,735 4,254 113
EBIT margin (%)

Lighting & Fixtures 13.8 10.9 12.6 11.7 9.1

Electrical Consumer Durables 18.2 16.1 17.8 17.8 16.8

EBIT mix (%)

Lighting & Fixtures 28.9 23.8 27.8 23.2 17.6

Electrical Consumer Durables 71.1 76.2 72.2 76.8 82.4

Source: Edelweiss research

4 Edelweiss Securities Limited



I Crompton Greaves Consumer Electrical

Financial snapshot (INR mn)
Year to March Q3FY18 Q3FY17 % change Q2FY18 % change YTD FY18 FY18E FY19E
Net revenues 9,382 8,792 6.7 9,597 (2.2) 18,979 41,990 48,661
Direct costs 6,277 6,104 2.8 6,686 (6.1) 12,963 28,973 33,479
Employee expenses 742 633 17.3 699 6.1 1,441 2,847 3,154
Other expenses 1,198 1,084 10.6 1,005 19.3 2,203 4,871 5,742
EBITDA 1,165 972 19.8 1,207 (3.5) 2,372 5,299 6,286
Depreciation 32 26 22.4 32 1.9 64 132 137
EBIT 1,133 946 19.7 1,175 (3.6) 2,308 5,167 6,149
Other income 66 50 31.3 35 87.5 102 286 329
Interest 158 162 (2.5) 157 0.8 315 650 650
Profit before tax 1,040 834 24.8 1,054 (1.3) 2,094 4,802 5,829
Provision for taxes 345 290 18.9 346 (0.1) 691 1,585 1,923
Reported net profit 695 543 27.9 708 (1.8) 1,403 3,218 3,905
Adjusted Profit 695 543 27.9 708 (1.8) 1,403 3,218 3,905
Equity capital(FV INR 5) 1,254 1,254 1,254 2,507 1,254 1,254
No. of shares (mn) 627 627 627 1,254 627 627
Diluted EPS (INR) 11 0.9 27.9 1.1 (1.8) 2.2 5.1 6.2
As % of net revenues

Raw material 66.9 69.4 69.7 136.6 69.0 68.8
Employee cost 7.9 7.2 7.3 15.2 6.8 6.5
Other expenses 12.8 12.3 10.5 23.2 11.6 11.8
EBITDA 12.4 11.1 12.6 25.0 12.6 12.9
Depreciation 0.3 0.3 0.3 0.7 0.3 0.3
EBIT 12.1 10.8 12.2 24.3 12.3 12.6
Interest expenditure 1.7 1.8 1.6 85 1.5 1.3
Other income 0.7 0.6 0.4 1.1 0.7 0.7
Reported net profit 7.4 6.2 7.4 14.8 7.7 8.0
Tax rate 33.2 34.8 32.8 66.0 33.0 33.0

Change in Estimates

FY18E FY19E
New old % change New oid % change Comments
Net revenue 41,990 44,873 (6.4) 48,661 53,328 (8.8) Building in lower-than-expected
9IMFY18 performance
EBITDA 5,299 5,635 (6.0) 6,286 7,132 (11.9)
EBITDA margin 12.6 12.6 12.9 13.4
Adjusted PAT 3,218 3,458 (7.0) 3,905 4,573 (14.6)
Net profit margin 7.7 7.7 8.0 8.6
Capex 225 225 0.0 200 200 0.0
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Company Description

Crompton was set up in 1878 as REB Crompton to manufacture electrical equipment. Later,
it was merged with F&A Parkinson to form Crompton Parkinson. The latter was bought in
1947 by the Thapar family and in 1966 restructured into Crompton Greaves. Compton was
in multiple sectors including electrical goods. In October 2015, the electrical and lighting
business was demerged into Crompton Greaves Consumer Electricals. The Thapars sold their
stake to 2 private equity firms, Advent International and Temasek Holdings, in 2016. The
company broadly has 4 business segments—fans, lightings, pumps and electrical appliances.
Crompton is a market leader in the fans and residential pumps segments, with over 25%
market share in each.

Investment Theme
Higher share of premium offerings, new launches spurring profitability:

Crompton is the leader in fans and residential pumps with 27% and 28% market shares,
respectively, wherein it is positioned as a premium products player anchored by a robust
distribution network. While FY17 profitability sprung a positive surprise for the Street, we
expect the improvement to sustain given the humungous scope to enhance the share of
premium products (fans, lighting, appliances, etc). This, we believe, the company will
achieve by unwavering focus on product innovation/branding.

Potential for strong brand leverage :

While the new management has kick started many initiatives to drive value in key segments
like fans and lighting, we believe, brand Crompton is yet to be fully leveraged. We perceive
significant scope to improve value market share in lighting and agri pumps wherein the
company has low market share of ~5%. In lighting, current focus is on cost control, where
Crompton has created significant value by improving operating margin. Also, in the pumps
segment, leveraging its dominance in residential pumps, Crompton has sharpened focus on
agri pumps.

Key Risks
Competition

Rising competitive intensity especially from local peers, we believe could be a risk to our
growth and profitability estimates.

Consumer discretionary slow down

Rise in disposable income levels are key driver for consumer discretionary and hence any
slowdown in disposable income could post down side risk to Crompton’s earnings.

Edelweiss Securities Limited
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Key Assumptions Income statement (INR mn)
Year to March FY17 FY18E FY19E FY20E Year to March FY17 FY18E FY19E FY20E
Macro Income from operations 39,759 41,990 48,661 56,702
GDP(Y-0-Y %) 6.6 6.5 7.1 7.6  Direct costs 27,349 28,973 33,479 38,784
Inflation (Avg) 4.5 3.8 4.5 5.0 Employee costs 2,252 2,847 3,154 3,477
Repo rate (exit rate) 6.3 6.0 6.0 6.5  Other Expenses 5,257 4,871 5,742 6,804
USD/INR (Avg) 67.1 64.5 65.0 66.0 Total operating expenses 34,857 36,691 42,375 49,066
Company EBITDA 4,902 5,299 6,286 7,637
Lighting 15.5 15.0 16.3 16.3  Depreciation 110 132 137 143
Pumps 7.0 10.0 13.5 14.0 EBIT 4,792 5,167 6,149 7,494
Fans 9.8 8.0 13.3 13.5 Add: Other income 195.00 285.68 329.44 361.92
Appliances 4.2 5.0 10.0 10.0 Less: Interest Expense 655 650 650 500
Fans (%) 12.5 2.9 14.6 15.8  Profit Before Tax 4,331 4,802 5,829 7,356
Lighting (%) 0.1 12.4 16.7 17.5  Less: Provision for Tax 1,399 1,585 1,923 2,427
Pumps (%) 15.0 (3.5) 14.8 16.5  Net profit 2,932 3,218 3,905 4,928
Appliances (%) 32.4 (11.6) 13.4 16.7  Extraordinary item (25) - - -
Depreciation 1.1 1.3 1.3 1.4 Adjusted Profit 2,932 3,218 3,905 4,928
Tax rate (%) 32.5 33.0 33.0 33.0 Shares o /s (mn) 627 627 627 627
Basic EPS (INR) 4.7 5.1 6.2 7.9
Diluted shares o/s (mn) 627 627 627 627
Adj. Diluted EPS (INR) 4.7 5.1 6.2 7.9
Adjusted Cash EPS 4.9 53 6.4 8.1
Dividend per share (DPS) 1.5 1.7 2.0 2.3
Dividend Payout Ratio(%) 32.1 33.6 31.8 29.0
Common size metrics
Year to March FY17 FY18E FY19E FY20E
Operating expenses 87.7 87.4 87.1 86.5
Staff costs 5.7 6.8 6.5 6.1
S G & A expenses 13.2 11.6 11.8 12.0
Direct Cost 68.8 69.0 68.8 68.4
Depreciation 0.3 0.3 0.3 0.3
Interest Expense 1.6 1.5 1.3 0.9
EBITDA margins 12.3 12.6 12.9 13.5
EBIT margins 12.1 12.3 12.6 13.2
Net Profit margins 7.4 7.7 8.0 8.7
Growth ratios (%)
Year to March FY17 FY18E FY19E FY20E
Revenues 119.5 5.6 15.9 16.5
EBITDA 134.0 8.1 18.6 21.5
PBT 152.5 10.9 214 26.2
Adjusted Profit 146.3 9.7 21.4 26.2
EPS 23.0 9.7 21.4 26.2
7
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Balance sheet (INRmn)  Cash flow metrics
As on 31st March FY17 FY18E FY19E FY20E Year to March FY17 FY18E FY19E FY20E
Share capital 1,254 1,254 1,254 1,254 Operating cash flow 3,105 3,442 4,343 5,124
Reserves & Surplus 4,138 6,274 8,936 12,435 Investing cash flow (3,151) 61 129 187
Shareholders' funds 5,392 7,528 10,190 13,688  Financing cash flow (1,094)  (1,731) (1,893)  (4,930)
Secured loans 6,500 6,500 6,500 3,500  Net cash Flow (1,140) 1,772 2,579 381
Total Borrowings 6,500 6,500 6,500 3,500 Capex (148) (225) (200) (175)
Sources of funds 11,892 14,028 16,690 17,188  Dividend paid (940)  (1,081) (1,243) (1,430)
Gross Block 9,964 10,189 10,389 10,564
Depreciation 1,349 1,481 1,618 1,761 Profitability and efficiency ratios
Net Block 8,615 8,708 8,771 8,803  Year to March FY17 FY18E FY19E FY20E
Total Fixed Assets 8,615 8,708 8,771 8,803  ROAE (%) 76.4 49.8 44.1 41.3
Cash and Equivalents 700 2,472 5,051 5,432 ROACE (%) 51.5 42.1 42.2 46.4
Inventories 2,348 2,488 2,875 3,330 Inventory Days 30 30 29 29
Sundry Debtors 5,434 5,773 6,651 7,750 Debtors Days 44 49 47 46
Loans & Advances 685 981 1,128 1,297 Payable Days 114 110 105 105
Total current assets 8,468 9,242 10,654 12,377 Cash Conversion Cycle (40) (30) (29) (29)
Sundry creditors 8,448 8,949 10,341 11,980 Current Ratio 0.9 0.9 1.0 1.0
Provisions 811 811 811 811 Debt/EBITDA (x) 1.3 1.2 1.0 0.5
Total Current Liab 9,258 9,760 11,152 12,791 Fixed asset turnover (x) 4.6 4.8 5.6 6.5
Net current assets (791) (519) (498) (413) Debt/Equity (x) 1.2 0.9 0.6 0.3
Net Deferred tax 182 182 182 182 Adjusted Debt/Equity 1.2 0.9 0.6 0.3
Uses of funds 11,892 14,028 16,690 17,188 Interest Coverage Ratio 7.3 7.9 9.5 15.0
BVPS (INR) 8.6 12.0 16.3 21.8
Operating ratios
Free cash flow (INRmn)  Year to March FY17  FY18E  FY19E  FY20E
Year to March FY17 FY18E FY19E FY20E Total Asset Turnover 4.1 3.2 3.2 33
Reported Profit 2,932 3,218 3,905 4,928 Fixed Asset Turnover 4.6 4.8 5.6 6.5
Add: Depreciation 110 132 137 143 Equity Turnover 10.4 6.5 5.5 4.7
Interest (Net of Tax) 442 436 436 335
Others 136 (71) (115) (197)  Valuation parameters
Gross cash flow 3,621 3,714 4,363 5,209  Year to March FY17 FY18E FY19E FY20E
Less: Changes in WC 517 272 20 85  Adj. Diluted EPS (INR) 4.7 5.1 6.2 7.9
Operating cash flow 3,105 3,442 4,343 5,124 Y-0-Y growth (%) 23.0 9.7 21.4 26.2
Less: Capex 148 225 200 175 Adjusted Cash EPS (INR) 49 53 6.4 8.1
Free Cash Flow 2,956 3,217 4,143 4,949  Diluted P/E (x) 53.6 48.8 40.2 31.9
P/B (x) 29.1 20.9 15.4 11.5
EV / Sales (x) 4.1 3.8 3.2 2.7
EV / EBITDA (x) 33.2 30.4 25.2 20.3
Dividend Yield (%) 0.6 0.7 0.8 0.9
Peer comparison valuation
Market cap Diluted P/E (X) P/B (X) ROAE (%)
Name (USD mn) FY18E FY19E FY18E FY19E FY18E FY19E
Crompton Greaves Consumer Electrical 2,599 48.8 40.2 20.9 15.4 49.8 44.1
Bajaj Electricals 843 40.1 28.4 5.5 4.8 14.5 18.0
Havells India 5,730 52.5 40.5 9.8 8.7 19.7 22.7
Median - 48.8 40.2 9.8 8.7 19.7 22.7
AVERAGE - 47.2 36.4 12.0 9.6 28.0 28.2
Source: Edelweiss research
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Additional Data

Directors Data

Crompton Greaves Consumer Electrical

Mr. Shantanu Khosla Managing Director Mr. Mathew Job Chief Executive Officer
Mr. Sandeep Batra CFO Mr. P. M. Murty Independent Director
Mr. D. Sundaram Independent Director Mr. Hemant Madhusudan Nerurkar Independent Director
Ms. Shweta Jalan Independent Director Mr. Promeet Ghosh Independent Director
Mr. Ravi Narain Independent Director

Auditors - Sharp & Tannan Chartered Accountants

Holding - Top10

Perc. Holding Perc. Holding
Amalfiaco limited 22.34 Macritchie invs pte 12.03
Capital group compan 3.9 Aditya birla sun lif 3.66
Nomura 3.34 Life insurance corp 3.24
Amansa capital pvt | 2.8 Goldman sachs group 2.58
Nordea bank ab 2.27 Vanguard group 2.13
*in last one year

Bulk Deals

Data Acquired / Seller B/S Qty Traded Price

17 Mar 2017 Vanguard Funds Public Ltd Company Vanguard Ftse All Wor Buy 4973627 195.28

Insider Trades

*in last one year

Reporting Data Acquired / Seller

B/S

Qty Traded

No Data Available

*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
Bajaj Electricals HOLD SP M Crompton Greaves Consumer BUY SO

Electrical

Finolex Cables Havells India

KEI Industries Symphony

L

L
V Guard Industries L Voltas
Whirlpool of India 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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DISCLAIMER

Edelweiss Securities Limited (“ESL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is
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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
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