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Naturals to stem market share loss

India Equity Research| Consumer Goods

We met Mr. Issam Bachaalani, VP, Colgate Palmolive, India & South Asia,
and other top management of Colgate Palmolive (Colgate). Key
takeaways are: i) market share loss in toothpaste seems to have
bottomed but believe recovery will be gradual; ii) new launches—Colgate
Swarna Vedshakti and Cibaca Vedshakti—have gained desired traction
without cannibalisation; iii) competitive intensity continues to remain
elevated; and iv) renewed vigor in Palmolive range of personal care
would be led by new launches. We would closely monitor market share
improvement and volume growth trajectory before changing
recommendation. Maintain ‘HOLD’.

New launches and relaunches spearheading growth

Colgate has, with the launch of Cibaca Vedshakti and Colgate Swarna Vedshakti,
further deepened its presence in the fast-growing ayurvedic segment. Without
cannibalisation, Swarna Vedshakti has struck the right chord in South India, while
Cibaca Vedshakti continues to do well in North India (*5% MS in certain retail
environment). Colgate’s other portfolio brands—Colgate Dental Cream and re-
launched Max Fresh—too continue to do well. Company remains confident that
market share loss (trend started from Q1FY17) is likely to ebb; however, market
share gains from hereon would be gradual.

Expanding Palmolive brand to new categories

Colgate plays personal care range through Palmolive. Till now, not much focus has
been on this segment, a trend which is set to change course. Further, Colgate is also
soon going to launch a personal care range of products which will be conferred with
desired ad spends backing.

Outlook and valuations: Gradual improvement; maintain ‘HOLD’

We expect Colgate’s innovation funnel and brand investments to sustain. However,
competitive intensity and MS gains are key monitorables. We retain our target multiple
of 38x FY20 EPS to arrive at TP of INR1,200. At CMP, the stock is trading at 33.5x FY20E
EPS. Maintain ‘HOLD/SP’.

Financials

Year to March FY17 FY18E FY19E FY20E
Revenues (INR mn) 39,515 41,737 46,354 51,884
Rev. growth (%) 2.9 5.7 11.2 11.9
EBITDA (INR mn) 9,449 10,768 12,145 13,749
Adjusted Profit (INR mn) 5,774 6,570 7,640 8,591
Adjusted Diluted EPS (INR) 21.2 24.2 28.1 31.6
EPS growth (%) (5.7) 13.8 16.3 12.4
Diluted P/E (x) 49.8 43.8 37.6 335
EV/EBITDA (x) 30.1 26.4 233 20.5
ROAE (%) 504 47.9 48.1 46.9
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Mr. Issam Bachaalani
VP and General Manager,
C-P India & South Asia

Key takeaways of our interaction with top management of Colgate:

VEDSHAKTL
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New launches: Swarna Vedshakti and Cibaca Vedshakti

Toothpaste is a “YINR100bn category. Over the past two years, the Ayurvedic segment
has been the fastest growing segment within the toothpaste category. In order to play
this fast-growing category, Colgate had first launched Cibaca Vedshakti (largely North-
India focussed) and subsequently launched premium toothpaste under brand Swarna
Vedshakti (South-India focussed). Company is quite happy with the performance of
both the new launches and have called out that these brands have gained desired
traction. On the market share (MS) front, management stated that Cibaca Vedshakti
has garnered as high as ~5% MS in certain retail environment. It also does not see any
cannibalisation between its ayurvedic toothpaste and other toothpaste categories.

In order to deepen penetration of Cibaca Vedshakti and Swarna Vedshsakti, Colgate is
planning multiple LUPs—while Cibaca Vedshakti already has INR10 pack, more SKUs will
be rolled out. While there have been new launches by competitor in ayurvedic
segment, Colgate remains confident of maintaining its turf and does not see any threat
of losing share to new entrants.

Fig. 1: Colgate Swarna Vedshakti and Cibaca Vedshakti
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Source: Company, Edelweiss research

Besides differentiating its products on quality, Colgate has gone innovative in terms of
packaging as well—Swarna Vedshakti’s packaging is much sharper and richer than other
toothpaste available in the market. Apart from superior packaging, Colgate through its
packets is also trying to offer preaching through pictorial stories or basic information such as

“Panchang”.

On the pricing front, while Cibaca Vedshakti is priced at ~12% and 5% discount to Dabur
Meswak and Dabur Red, it is at “9% premium to Dank Kanti. Swarna Vedshakti on the other
hand is priced at ~12% and 39% discount to Lever Ayush and Dant Kanti advanced,
respectively.
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Colgate Palmolive

Table 1: Pricing of Colgate vis-a-vis competitors

Products Company Normalised wt/vol MRP
Colgate Cibaca Vedshakti Colgate 100 g 43.8
Colgate Swarna Vedshakti Colgate 100 g 55.0
Dabur Meswak Dabur 100 g 50.0
Dabur Red Dabur 100 g 46.0
Lever Ayush Anti cavity clove oil HUL 100 g 62.5
Dant Kanti Patanjali 100 g 40.0
Dant Kanti Advance Patanjali 100 g 90.0

Source: Company, Edelweiss research

On performance of other Colgate portfolio products

While Colgate’s traditional products continue to do well, management is especially
enthused by performance of Colgate Dental Cream and Colgate MaxFresh in particular.

a. Colgate Dental Cream: This product continues to clock its healthy volume
trajectory within Colgate stable.

b. Colgate MaxFresh: Company has relaunched MaxFresh and is quite satisfied with
its performance on the back of encouraging volume growth. According to the
management, Colgate MaxFresh has been wresting market share from Close Up.

c. Colgate Active Salt: It is the market leader in Tamil Nadu with ~25% market share.
Plan is to push this product primarily in South India as consumers in the region
prefer salt in their toothpaste.

d. Colgate Sensitive: About four years ago, the sensitive toothpaste as a segment
picked up, prompting Colgate (Colgate Sensitive) and GSK (Sensodyne) to launch
their offerings. Unfortunately, a year later, ayurvedic toothpaste gained significant
traction, triggering an immediate consumer shift from sensitive to ayurvedic
toothpaste. Hence, Colgate Sensitive and most of other sensitive focussed
toothpaste failed to gain the desired traction.

Competition

Management believes that overall competitive intensity has not eased. While Colgate is
trying to bring hygiene through lower saver / value packs, the competition continues to
flood market with such packs especially during January and August month.

Based on our interaction with other toothpaste companies and various distributors, we
believe, while Dabur continues to remain a strong competitor and is focussed on
deepening its penetration in rural and South India, Lever Ayush is stretching its
penetration pan India and is trying to gain market share in ayurvedic toothpaste
segment.

New product launches in Palmolive range to watch out for

In the toothpaste category, Colgate will first focus on stabilising two new launches—
Cibaca Vedshakti and Colgate Swarna Vedshakti before launching any new products.

Colgate, a silent player in the personal care segment for long has now revamped its

focus. Infact, globally Colgate is strong in the personal care segment with 19% of
revenues coming from personal care and 48% from toothpaste.
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Fig 2: Existing range of Palmolive products

Chart 1: Global revenue mix of Colgate Palmolive
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Under the Palmolive brand, Colgate already has body and hand wash products. However,
the company has not significantly backed these products through ATL /BTL. Incrementally, it
is planning to extend its offering in Palmolive through launch of new personal care
products — these products are already available in South East Asian markets. The company
believes the product will be much superior to any other comparable product available
currently in the Indian market. Management will also back these new launches through
heightened ad spend, which were missing earlier.

Initially, this product will be imported till the time Colgate attains size and economies of
scale to make it viable to manufacture in India. Since there is a Free Trade Agreement
between India and ASEAN market, there will not be significant import duties and hence will
not distort overall costing and hence the pricing. This product will be largely sold via MT and
e-commerce platform.
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Palmolive |
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Source: Company, Edelweiss research
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v. Margins

Colgate ended FY17 with 62.9% gross margin, which jumped to 64% during 9mFY18. We
do not expect significant margin improvement at the gross margin level from hereon.
However, we do expect EBITDA margin to improve led by:

a. Cost reduction: Colgate has undertaken a cost rationalisation initiative under
which it is evaluating each department cost and every P&L line item closely to cut
flab. Colgate anticipates ~4% of revenue to be saved through this initiative over a
period of time.

b. Ad spends: Colgate’s current ad spends range between 12% - 13% of revenue.
Going forward too, the ad spends are likely to remain in these current range.

Thus, product mix change, premium product launches in Palmolive category, cost reduction
coupled with stable ad spends are likely to improve EBITDA margins for Colgate. We are
building ~70-100bps improvement in EBITDA margin over FY18-20.

vi. Distribution channel
Colgate reaches ~5.8mn outlets. In order to reduce its dependence on wholesale
channel, it will focus to increase its proportion of direct coverage by atleast 10% p.a. It
is also incrementally sharpening focus on MT and e-commerce routes. MT and E-
commerce constitutes ~10% and 1% of sales currently. This ratio is likely to increase to
>15% and ~5%, respectively over the next five years.

vii. Overall growth
Colgate’s revenue trajectory is a tale of 2 sides—while revenue CAGR over FY10-14 was
15.5% backed by double digit volume growth, the revenue trajectory over FY14-17 was
~3% on account of flat-to-low single digit volume growth. Though Colgate continues to
remain market leader in toothpaste segment with 53.7% market share (YTD Dec 2017),
its market share peaked in March 2016 and has been declining ever since.

Table 2: Colgate’s toothpaste and toothbrush MS

Period Toothpaste Toothbrush

market share (%) Change (bps) market share (%) Change (bps)
Q1FY16 57.9 NA 42.7 NA
Q2FY16 57.6 NA 433 NA
Q3FY16 57.3 NA 43.8 NA
Q4FY16 55.7 NA 46.2 NA
Q1FY17 55.9 (200) 46.8 410
Q2FY17 55.7 (190) 46.6 330
Q3FY17 55.4 (190) 47.0 320
Q4FY17 55.1 (60) 47.4 120
Q1FY18 54.3 (160) 45.0 (180)
Q2FY18 54.0 (170) 45.5 (110)
Q3FY18 53.7 (170) 45.1 (190)

Source: Company, Edelweiss research

This decline was triggered by sudden surge in consumption of ayurvedic toothpaste buoyed
by Patanjali’s entry. To some extent, Colgate’s higher dependence on wholesale channel
which was impacted during demonetisation and then GST is also to be blamed for. To
counter the same, Colgate has, over the past one year, launched new products tackling the
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core ayurvedic segment, which has started to bear fruits now. It is also incrementally
focussing on more direct reach to improve offtakes. We expect the market share loss to
ebb now with market share gains starting from H2FY19. Hence, we estimate Colgate to
clock ~6% volume growth from FY19. This, coupled with steady price hikes of ~3-4% and
renewed focus in Palmolive category, is estimated to pave the way for ~10% revenue CAGR
over FY17-20. This should also be aided by macro drivers such as increasing penetration and
per capita consumption being the lowest.

Chart 2: India stands lowest in terms of per capita consumption
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Company Description
Colgate is India’s biggest oral care products company with ~95% of its sales coming from this

product category. The company has products across variants and price points in toothpaste,
white toothpowder and toothbrushes, and is the leader in each of these categories.

Investment Theme

The company is market leader in oral care category with 53.7% market share in toothpaste
category and enjoys strong brand equity, built over the years through high investment on
creating consumer awareness and brand recall. New launches in ayurvedic segment, fastest
growing toothpaste category also positively bodes for Colgate. Volume growth would also
remain robust riding rise in both penetration and per capita consumption. Also, new
categories like mouthwash will further enhance growth and premiumisation. Apart from
Colgate, company is also focusing on pushing personal care products under Palmolive brand.
However, higher competition will induce Colgate to increase its brand spends, which could
cap its margins.

Key Risks

Risks arise from down trading by consumers due to slowdown in rural wage growth and
reduced MSP crop prices.

Continued depreciation of the INR could increase cost of imported chemicals.

Increase in competitive intensity from new entrants.
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Financial Statements

Key Assumptions Income statement (INR mn)
Year to March FY17 FY18 FY19E FY20E  Year to March FY17 FY18 FY19E FY20E
Macro Profit Before Tax 8,514 9,662 11,235 12,633
GDP(Y-0-Y %) 6.6 6.5 7.1 7.6  Less: Provision for Tax 2,740 3,092 3,595 4,043
Inflation (Avg) 4.5 3.8 4.5 5.0 Diluted shares o/s (mn) 272 272 272 272
Repo rate (exit rate) 6.3 6.0 6.0 6.5 Dividend per share (DPS) 10.0 14.0 16.3 18.3
USD/INR (Avg) 67.1 64.5 65.0 66.0 Dividend Payout Ratio(%) 56.7 69.8 69.8 69.8
Company Net revenue 39,515 41,737 46,354 51,884
Volume growth (2.0) 3.0 6.5 7.0  Other Operating Income 304 334 417 467
Pricing change 3.0 5.0 4.0 4.5 Total operating income 39,818 42,071 46,771 52,351
Capex (INR mn) 2,332 2,834 3,500 3,500 Materials costs 14,763 15,401 17,058 19,041
EBITDA margin assumpn Gross profit 25,055 26,670 29,713 33,309
Staff costs (% of rev) 7.3 7.4 7.1 7.0 Employee costs 2,885 3,089 3,291 3,632
COGS as % of sales 37.1 36.6 36.5 36.4 Other Expenses 7,604 7,513 8,483 9,443
A&P as % of sales 12.9 12.6 12.4 12.4  Ad. & sales costs 5,117 5,301 5,794 6,485
Financial assumptions EBITDA 9,449 10,768 12,145 13,749
Cash conversion cycle (60) (56) (56) (56) Depreciation 1,332 1,507 1,483 1,759
EBITDA margin 23.7 25.6 26.0 26.3 EBIT 8,116 9,261 10,662 11,990
Debtor days 11 9 9 9  Add: Other income 398.1 400.32 573.07 643.04
Inventory days 72 70 70 70  Reported Profit 5,774 6,570 7,640 8,591
Payable days 143 135 135 135  Adjusted Profit 5,774 6,570 7,640 8,591
Dep. (% gross block) 10.8 9.9 7.9 7.9  Shareso /s (mn) 272 272 272 272
Tax rate (%) 32.2 32.0 32.0 32.0 Adjusted Basic EPS 21.2 24.2 28.1 31.6
Dividend payout 47.1 58.0 58.0 58.0 Adjusted Diluted EPS 21.2 24.2 28.1 31.6
Yield on cash 12.2 12.3 15.0 15.0  Adjusted Cash EPS 23.4 29.7 33.5 38.1
Common size metrics
Year to March FY17 FY18 FY19E FY20E
Materials costs 37.1 36.6 36.5 36.4
Staff costs 7.2 7.3 7.0 6.9
Ad. & sales costs 12.9 12.6 12.4 12.4
Other expenses 19.1 17.9 18.1 18.0
EBITDA margins 23.7 25.6 26.0 26.3
EBIT margins 20.4 22.0 22.8 22.9
Net Profit margins 14.5 15.6 16.3 16.4
Growth ratios (%)
Year to March FY17 FY18 FY19E FY20E
Revenues 2.9 5.7 11.2 11.9
Adjusted Profit (5.7) 13.8 16.3 12.4
EBITDA 0.7 14.0 12.8 13.2
PBT 1.9 13.5 16.3 124
EPS (5.7) 13.8 16.3 12.4
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Balance sheet (INR mn) Cash flow metrics
As on 31st March FY17 FY18 FY19E FY20E Year to March FY17 FY18 FY19E FY20E
Share capital 272 272 272 272 Operating cash flow 6,880 7,986 9,300 10,564
Reserves & Surplus 12,466 14,450 16,756 19,350 Investing cash flow (3,422) (2,834) (3,500) (3,500)
Shareholders' funds 12,738 14,722 17,028 19,622  Financing cash flow (3,405)  (4,586) (5,333)  (5,997)
Long Term Liabilities 251 251 251 251 Net cash Flow 53 566 466 1,067
Def. Tax Liability (net) 275 275 275 275  Capex (2,332)  (2,834) (3,500) (3,500)
Sources of funds 13,264 15,248 17,554 20,148  Dividend paid (3,274)  (4,586) (5,333)  (5,997)
Gross Block 13,517 17,017 20,517 24,017
Net Block 11,081 13,074 15,092 16,833  Profitability and efficiency ratios
Capital work in progress 1,666 1,000 1,000 1,000 Year to March FY17 FY18 FY19E FY20E
Total Fixed Assets 12,747 14,074 16,092 17,833  ROAE (%) 50.4 47.9 48.1 46.9
Non current investments 312 312 312 312 ROACE (%) 74.3 70.4 70.8 68.9
Uses of funds 13,264 15,248 17,554 20,148 Debtors Days 8 11 9 9
BVPS (INR) 46.8 54.1 62.6 72.1 Payable Days 132 143 135 135
Cash and Equivalents 2,943 3,509 3,975 5,042 Cash Conversion Cycle (57) (60) (56) (56)
Inventories 2,926 2,954 3,271 3,652 Current Ratio 1.0 1.1 1.1 1.2
Sundry Debtors 1,299 1,046 1,164 1,302
Loans & Advances 656 656 656 656 Operating ratios
Other Current Assets 2,352 2,352 2,352 2,352 Year to March FY17 FY18 FY19E FY20E
Current Assets (ex cash) 7,232 7,007 7,443 7,962 Total Asset Turnover 3.3 3.0 2.9 2.8
Trade payable 6,012 5,696 6,309 7,043 Fixed Asset Turnover 3.8 3.5 3.3 3.3
Other Current Liab 3,958 3,958 3,958 3,958 Equity Turnover 3.5 3.1 2.9 2.9
Total Current Liab 9,970 9,654 10,267 11,000
Net Curr Assets-ex cash (2,738)  (2,647) (2,824) (3,039)  Valuation parameters

Year to March FY17 FY18 FY19E FY20E
Free cash flow (INRmn)  Adj. Diluted EPS (INR) 21.2 24.2 28.1 31.6
Year to March FY17 FY18 FY19E FY20E Y-0-Y growth (%) (5.7) 13.8 16.3 12.4
Reported Profit 5,774 6,570 7,640 8,591  Diluted P/E (x) 49.8 43.8 37.6 335
Add : Non cash charge 1,305 1,326 1,837 2,188  P/B(x) 22.6 19.5 16.9 14.6
Add: Depreciation 1,332 1,507 1,483 1,759 Dividend Yield (%) 0.9 13 1.5 1.7
Others (28) (181) 354 429  Adjusted Cash EPS (INR) 23.4 29.7 33,5 38.1
Less: Changes in WC 199 (91) 177 214 EV / Sales (x) 7.6 7.2 6.4 5.7
Operating cash flow 6,880 7,986 9,300 10,564  EV/EBITDA (x) 30.1 26.4 233 20.5
Less: Capex 2,332 2,834 3,500 3,500
Free Cash Flow 4,548 5,152 5,800 7,064

Peer comparison valuation

Market cap Diluted P/E (X) EV / EBITDA (X) ROAE (%)
Name (USD mn) FY18E FY19E FY18E FY19E FY18E FY19E
Colgate 4,371 43.8 37.6 26.4 233 47.9 48.1
Dabur 8,810 41.5 35.6 35.7 30.8 26.5 26.7
Emami 3,708 68.0 47.0 31.6 25.4 19.3 24.8
Hindustan Unilever 44,413 54.0 46.9 38.0 32.6 75.9 80.4
ITC 48,638 27.9 25.2 18.5 16.6 22.9 23.4
Marico 6,472 49.6 41.7 33.9 28.4 34.2 35.0
Median - 44.5 38.3 29.5 24.8 30.4 30.8
AVERAGE = 45.9 38.1 29.5 25.3 36.9 38.6

Source: Edelweiss research
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Additional Data

Directors Data

Vinod Nambiar Chairman R.A. Shah Vice Chairman

P.K. Ghosh Deputy Chairman I. Bachaalani Managing Director

V.S. Mehta Non-executive Director J.K. Setna Non-executive Director

Dr. I. Shahani Non-executive Director M.S Jacob Whole-time Director &amp; CFO
Shyamala Gopinath Non-executive Director M Chandrasekar Whole-time Director

Auditors - Price Waterhouse - Chartered Accountants

Top 10 holdings

*as per last annual report

Perc. Holding Perc. Holding
Life Insurance Corp Of India 5.91 Arisaig Partners Asia Pte 2.76
Commowealth bank of Australia 2.23 Sbi Funds Management 2.18
Vangaurd Group 0.85 Morgan Stanley 0.62
Jp Morgan Chase & Co 0.54 Lombard Odier 0.42
Icici Prudential Asset Management 0.37 Wasatch Advisors 0.33
*as per last available data
Bulk Deals
Data Acquired / Seller B/S Qty Traded Price
No Data Available
*in last one year
Insider Trades
Reporting Data Acquired / Seller B/S Qty Traded

No Data Available
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RATING & INTERPRETATION _

STOCK
RATING

Company Absolute Relative Relative | Company Absolute Relative  Relative
reco reco risk reco reco
Asian Paints BUY SO M Bajaj Corp HOLD SuU
Berger Paints BUY SO Britannia Industries BUY SO
Colgate HOLD SP Dabur BUY SO
Emami BUY Nej GlaxoSmithKline Consumer HOLD SU
Healthcare

Godrej Consumer BUY SO Hindustan Unilever HOLD SP
ITC HOLD SP Marico BUY SO
Nestle Ltd HOLD SP Pidilite Industries BUY SO
United Spirits BUY SP

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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Date Company Title Price (INR) Recos
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Visit Note
30-Dec-99 Berger The best is yet to come; 247 Buy
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Unilever  Company 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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