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PRABHAT DAIRY

Healthy volumes; focus on branding continues

India Equity Research| Dairy

Prabhat Dairy’s (Prabhat) Q4FY18 revenue grew 7.4% YoY led by healthy
~30% YoY volume spurt driven by pouch milk, cheese & curd. Gross
margin jumped ~400bps YoY to 23.3% YoY & EBITDA margin expanded
~200bps YoY to ~9.9%, leading to EBITDA growth of ~35% YoY. Under
Vision 2020, the company is targeting INR20bn sales with B2C sales
doubling to INR10bn (~45% CAGR; taking its share to 50% from 30%
currently) riding 2x jump in retail reach to 200,000 outlets. We estimate
adj. PAT CAGR of 35% over FY18-20. Maintain ‘BUY’ with TP of INR211.

Milk, cheese and curd power revenue spurt

Prabhat’s revenue grew 7.4% led by healthy volume spurt (overall, up ~30% YoY) in
pouch milk, cheese and curd. With the B2B segment accounting for ~70% of revenue,
the company passed on lower milk prices (down 25.5% YoY). Gross margin expanded
~400bps to 23.3% and EBITDA margin expanded ~200bps to 9.9%, leading to EBITDA
growth of ~35% YoY. The company reinvested benefits from gross margin expansion in
brand building and expanding its B2C network. FY18 revenue grew ~10% YoY (milk
powder up 14% YoY, Cheese ~2x, milk 63%) and EBITDA margin was flat at ~8.9%.
Prabhat is targeting ~14% revenue CAGR over FY18-20, with B2C sales doubling to
INR10bn (~45% CAGR), taking its contribution to 50% (30% currently). However,
margin is expected to be range bound owing to its focus on brand building and
expanding distribution network. Post FY20, management has guided for double digit
margin led by higher contribution from higher-margin consumer products.

Key growth drivers ahead

Going forward, we expect revenue growth to be driven by: i) focus on growing the B2C
business at ~45% CAGR over FY18-20 led by doubling of retail reach from 0.1mn to
0.2mn outlets & launch of new products such as dairy beverages, ice cream, etc. ii)
increasing direct milk procurement from 1.1mn Ipd to 1.4mn Ipd by increasing the
number of milk collection centres, milk chilling plants & bulk milk coolers; and iii)
focus on high-growth potential HORECA segment for cheese/paneer products.

Outlook and valuations: Story intact; maintain ‘BUY’

With Prabhat’s shifting focus to value-added products and B2C segment, we estimate
EBIDTA/ adj. PAT CAGR of 24%/35% over FY18-20. Maintain ‘BUY’ with TP of INR211.

Financials (Consolidated) (INRmn)
Year to March QA4FY18 QA4FY17 %change Q3FY18 %change FY18E FY19E FY20E
Netrev. 4,049 3,772 7.4 4,039 0.3 15,543 17,810 20,872
EBITDA 402 298 34.8 375 7.3 1,381 1,746 2,107
Adj. PAT 222 -18 NA 148 50.5 513 751 937
Adj. Dil. EPS (INR) 2.3 (0.2) NA 1.5 50.5 5.3 7.7 9.6
Diluted P/E (x) 32.9 22.5 18.0
EV/EBITDA (x) 12.8 10.4 8.5
ROAE (%)* 80 10.8 123
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Q4FY18 highlights

Revenue and margin

Prabhat's Q4FY18 revenue grew ~7.5% YoY in line with estimates. Revenue increased in
value terms on YoY basis despite 25.5% YoY decline in milk prices. For FY18, revenue
grew ~10% YoY in value terms, despite soft milk prices, led by healthy volume growth
across products.

There was healthy volume growth of ~30% YoY on a blended basis, largely driven by
increased sale of pouch milk, cheese and curd.

o Share of value-added products and milk was 75% and 25%, respectively.

Gross margin expanded ~400bps to 23.3% led by decline in milk prices. EBITDA margin
expanded ~200bps to 9.9%, leading to EBITDA growth of ~35% YoY (15% above
estimate). FY18 EBITDA margin was flat, leading to EBITDA growth of ~9% YoY.

Relatively softer expansion in EBITDA margin was because of the company's strategy to
consistently reinvest the benefits from improved gross margin in building and
expanding its B2C network. Accordingly, there was an increase in manpower costs (up
~12% YoY), power & fuel cost, transport & forwarding cost, advertising & business
promotion expense. Management reiterated that the trend will continue for the next
two years and focus will be more on sales growth than margin expansion. Management
has guided for double digit margin post FY20 led by increasing contribution from
products like cheese.

Adjusted PAT came at INR222mn versus loss of INR18mn in Q4FY17 due to higher
effective tax rate. For FY18, adjusted PAT grew strongly by ~85% YoY to INR519mm.

The company had done significant capital expenditure in the past three-four years and
has guided for only maintenance capex in the next two years. It has guided for RoCE to

expand to 20% plus over the next two-three years as capacity utilisation increases.

Sales mix

Currently, ~65-70% comes from ingredients business (B2B), which operates on cost plus
model (volatility in milk price is completely passed on) and the rest is from B2C.

In FY18, milk powder contributed ~45% to overall revenue, liquid milk ~20%, ghee +
butter ~14% and cheese ~4%.

While products like milk powder and liquid milk have better asset turnover and cash
churning cycle, margin is lower at ~7-8%. However, products like cheese have lower
asset turn and stretched cash conversion cycle, but higher margin at ~10% plus.

While B2C, at ~26%, fetches higher gross margin than B2B, at ~16-18%, EBITDA margin
will be similar in both the segments ranging ~8-9% as operating cost, in terms of
advertisement and promotional activities, is higher in B2C.

Vision 2020

The company reiterated its target of increasing the share of B2C from the current ~30%
(~INR4.5-5.0bn) of overall sales to ~50% (~INR10.0bn) by FY20. It implies ~45% CAGR in
sales from B2C and ~13.5% CAGR in overall sales over FY19-20. Within B2B, the
company intends to decrease contribution from wholesale business and increase
contribution from corporate sales, thereby leading to flat growth in the segment.
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Table 1: Expected product mix within B2C in FY20

Products FY20E % contribution
Liquid milk INR4.5-5.0bn ~50.0
Cheese INR1.5bn ~15.0
Ghee INR1.5bn ~15.0
Curd INR1.0bn ~10.0
Others (panner, ice cream, etc.) INR1.0bn ~10.0
Total INR9.5-10.0bn

Source: Company

Growth in B2C business will be driven by enriching the product portfolio with new
products and new variants of existing products.

The company also plans to increase the general retail reach from 100,000 to 200,000
stores and expand the modern trade presence in lucrative markets across India.

Others

Cheese: Prabhat has around 30MT per day capacity for cheese processing (third largest
in the country) and operates at ~40-45% utilization. The company generated around
INR700mn from cheese in FY18, up ~200% plus YoY, and expects to grow at a similar
rate in FY19. Within cheese, 50% comes from QSRs and 50% from food service
distributors (who supply to other restaurants).

Ice-cream: Volup is a new product with different dynamics (cold storage, etc),
management wants to first build up understanding of the product before launching it
pan-Maharashtra. Management expects it to be soft for next few quarters. The
company expects the ice-cream category to be around ~INR1bn category over the next
3-4 years.

Launched milk beverages: Prabhat recently launched milk beverages in Maharashtra.
The beverages category contributes 8-9% to the Indian FMCG market and is growing at
20-23%. While the dairy beverage category is growing at 20%, milkshake category is
growing at 54%. The company will cover pan Maharashtra in phase 1 and all metros &
smart cities in phase 2.

Goodness zone: The company launched an innovative concept for brand experience
wherein exclusive stores are operated on ‘Franchise Owned —Franchise Operated’
model. Five-seven stores will be operational by end of this month and the company
intends to open ~500 own outlets under franchise model over the next three years.
Currently, the focus is on smaller towns where competition is limited and brand
recognition is strong. These stores will also act as sub-distributors.

Procurement

For FY18, average milk procurement per day stood at ~1.1mn litre, with ~65% directly
sourced from farmers. Management targets to increase procurement to ~1.4mn litre by
FY20.

The company has increased the number of bulk milk coolers from 121 in FY17 to 230 in
FY18 and milk collection centres from 475 to 550. The company plans to commission
100+ BMCs in Ahmednagar & Solapu in FY19.
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Financial snapshot (INR mn)
Year to March Q4FY18 Q4FY17 % change Q3FY18 % change FY18 FY19E FY20E
Net revenues 4,049 3,772 7.4 4,039 0.3 15,540 17,810 20,872
Raw material 3,107 3,065 14 3,114 (0.2) 12,084 13,763 16,121
Staff costs 108 96 11.9 113 (4.5) 435 500 570
Other expenses 433 313 38.4 438 (1.2) 1,644 1,800 2,075
Total expenditure 3,647 3,473 5.0 3,664 (0.5) 14,164 16,064 18,765
EBITDA 402 298 34.8 375 7.3 1,377 1,746 2,107
Depreciation 126 109 15.2 125 0.3 491 504 521
EBIT 277 189 46.1 250 10.8 886 1,242 1,585
Interest 70 76 (7.8) 84 (17.5) 329 271 294
Other income 12 5 144.6 5 158.4 26 37 38
Add: Prior period items

Profit before tax 219 119 84.6 170 29.0 583 1,008 1,330
Provision for taxes (3) 137 NA 22 NA 64 257 392

Minority interest
Associate profit share

Add: Exceptional items (37) (37)

Reported net profit 176 (18) (1,086.6) 148 19.1 473 751 937
Adjusted Profit 222 (18) (1,346.1) 148 50.5 519 751 937
Diluted shares (mn) 98 98 98 98 98 98
Adjusted Diluted EPS 2.3 (0.2) (1,346.1) 1.5 50.5 5.3 7.7 9.6
Diluted P/E (x) 22.5 18.0
EV/EBITDA (x) 10.4 8.5
ROAE (%) 10.8 12.3
Raw material 76.7 81.3 77.1 77.8 77.3 77.2
Employee cost 2.7 2.5 2.8 2.8 2.8 2.7
Other expenses 10.7 8.3 10.8 10.6 10.1 CiS)
EBITDA 9.9 7.9 9.3 8.9 9.8 10.1
Reported net profit 53 (0.5) 3.7 3.3 4.2 4.5
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Company Description

Prabhat, incorporated in 1998, is an integrated milk and dairy products player in India with
aggregate milk processing capacity of 1.5mn litres per day. Over the years, the company has
diversified into pasteurised milk, flavoured milk, sweetened condensed milk, ultra-
pasteurised or ultra-high temperature (UHT) milk, yoghurt, dairy whitener, clarified butter
(ghee), milk powder, ingredients for baby foods, lassi and chaas. It sells these products
under retail consumer brands as well as ingredient products or as co-manufactured
products to a number of institutional and multinational companies. Prabhat commenced
commercial production of cheese, paneer and shrikhand in FY16.

Investment Theme

Coursing ahead to be a value-added player

Leveraging its strong track record as a specialty ingredients supplier to large global dairy
players, Prabhat catapulted its gross block in value-added products >40% in FY16, to be the
third largest cheese player in India. On the anvil is a 2-pronged strategy to scale up its value-
added sales in HORECA and B2C segments via tier Il/Ill cities with targeted ad spends at
1.3% of sales (0.8% in FY16).

Superior mix and utilisation: Margin and return ratio boosters

Prabhat’s gross and EBITDA margins are likely to surge 79bps and 56bps over FY16-18E,
respectively, led by: a) rising share of B2C & value-added products; and b) increasing
utilisation. Ergo, we estimate adjusted pre-tax RoCE to catapult 386bps over the period to
15.0%.

Key Risks

Availability and price volatility of raw milk

Prabhat’s business depends on its ability to procure sufficient good quality raw milk at
commercially viable prices. Though the company has longstanding relationships with milk
farmers and other suppliers, it has not entered into any formal supply agreements.

Overdependence on few institutional customers

In FY12, FY13, FY14, FY15, FY16 sales contribution from top-5 customers represented 44%,
41%, 41%, 36% and 38%, respectively, while sales to largest customers represented 33%,
27%, 21%, 18% and 16.5% of total revenues, respectively.

Trademark and brand infringement

Although Prabhat sells retail consumer products under its own trademarks and brands such
as Prabhat, Flava and Milk Magic, these trademarks and brands have not yet been
registered.
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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 Net revenue 14,099 15543 17,810 20,872
GDR( o %) 6.6 6.5 71 76 Materials costs 11,358 12,082 13,763 16,121
Inflation (Ave) 4.5 3.8 4.5 50 Gross profit 2,740 3460 4047 4751
Repo rate (exit rate) 6.3 6.0 6.0 6.5 Employee costs 347 435 500 570
Company Other Expenses 1,126 1,644 1,800 2,075
Capex (INR mn) 450 200 300 300 Operating expenses 1472 2,079 2301 2,645
Total operating expenses 12,831 14,162 16,064 18,765
EBITDA 1,268 1,381 1,746 2,107
Depreciation 432 491 504 521
EBIT 836 890 1,242 1,585
Less: Interest Expense 294 329 271 294
Add: Other income 12.65 26.1 36.95 38.21
Profit Before Tax 743 541 1,008 1,330
Less: Provision for Tax 274 58 257 392
Add: Exceptional items 189 (46) - -
Reported Profit 469 482 751 937
Exceptional Items 119 (31) - -
Adjusted Profit 350 513 751 937
Shares o /s (mn) 98 98 98 98
Adjusted Basic EPS 3.6 5.3 7.7 9.6
Diluted shares o/s (mn) 98 98 98 98
Adjusted Diluted EPS 3.6 53 7.7 9.6
Adjusted Cash EPS 7.0 10.2 12.6 14.7
Dividend per share (DPS) 0.4 0.7 1.0 1.2
Dividend Payout Ratio(%) 10.0 16.7 15.6 15.6

Common size metrics

Year to March FY17 FY18 FY19E FY20E
Gross margin 19.4 223 22.7 22.8
EBITDA margins 9.0 8.9 9.8 10.1
EBIT margins 5.9 5.7 7.0 7.6
Interest Expense 2.1 2.1 15 1.4
Net Profit margins 2.5 33 4.2 4.5

Growth ratios (%)

Year to March FY17 FY18 FY19E FY20E
Revenues 20.7 10.2 14.6 17.2
EBITDA 10.0 8.9 26.5 20.6
PBT 103.0 (27.3) 86.5 31.9
Adjusted Profit 51.2 46.7 46.4 24.8
EPS 51.2 46.7 46.4 24.8
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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 977 977 977 977 Operating cash flow 200 2,279 (429) 933
Reserves & Surplus 5,905 6,301 6,917 7,689 Financing cash flow 1,659  (1,987) (170) (271)
Shareholders' funds 6,882 7,278 7,894 8,666 Investing cash flow (884) (44) (447) (300)
Long term borrowings 386 336 336 336 Net cash Flow 975 249  (1,046) 361
Short term borrowings 3,197 1,650 1,850 2,000 Capex (329) (48) (447) (300)
Total Borrowings 3,583 1,986 2,186 2,336 Dividend paid (47) (79) (114) (143)
Long Term Liabilities 14 86 86 86
Def. Tax Liability (net) 159 92 92 92 Profitability and efficiency ratios
Sources of funds 10,638 9,442 10,258 11,180 Year to March FY17 FY18 FY19E FY20E
Gross Block 4,957 5,157 5,457 5,757 ROACE (%) 9.9 10.0 14.2 16.4
Net Block 4,143 4,507 3,648 3,427 ROAE (%) 5.8 8.0 10.8 12.3
Capital work in progress 265 113 260 260 Inventory Days 36 40 42 48
Intangible Assets 7 3 3 3 ROA 3.7 5.1 7.6 8.7
Total net fixed assets 4,415 4,623 3,912 3,690 Debtors Days 64 58 56 58
Non current investments - - - - Payable Days 17 18 16 13
Cash and Equivalents 1,656 1,255 863 1,225 Cash Conversion Cycle 83 80 81 92
Inventories 1,333 1,324 1,841 2,374 Current Ratio 8.3 5.8 8.0 8.4
Sundry Debtors 2,711 2,221 3,198 3,444 Debt/EBITDA (x) 2.8 1.4 13 1.1
Loans & Advances 530 252 252 252 Debt/Equity (x) 0.5 0.3 0.3 0.3
Other Current Assets 841 779 1,100 1,200 Adjusted Debt/Equity 0.5 0.3 0.3 0.3
Current Assets (ex cash) 5,415 4,576 6,391 7,271 Interest Coverage Ratio 2.8 2.7 4.6 5.4
Trade payable 538 674 566 614 LT debt /Cap empl. (%) 33.7 21.0 21.3 20.9
Other Current Liab 310 338 342 392 Debt / Cap employed (%) 43.1 32.7 31.1 30.7
Total Current Liab 848 1,012 908 1,006
Net Curr Assets-ex cash 4,567 3,564 5,483 6,265 Operating ratios
Uses of funds 10,638 9,442 10,258 11,180 Year to March FY17 FY18 FY19E FY20E
BVPS (INR) 70.5 74.5 80.8 88.7 Total Asset Turnover 15 15 1.8 1.9
Fixed Asset Turnover 34 3.6 4.4 5.9
Free cash flow (INR mn) Equity Turnover 21 2.2 23 2.5
Year to March FY17 FY18 FY19E FY20E
Reported Profit 469 482 751 937  Valuation parameters
Add: Depreciation 432 491 504 521 Year to March FY17 FY18 FY19E FY20E
Interest (Net of Tax) 197 221 182 197 Adj. Diluted EPS (INR) 3.6 5.3 7.7 9.6
Others 292 83 53 59 Y-o-Y growth (%) 51.2 46.7 46.4 24.8
Less: Changes in WC 1,192 (1,003) 1,919 782 Adjusted Cash EPS (INR) 7.0 10.2 12.6 14.7
Operating cash flow 200 2,279 (429) 933 Diluted P/E (x) 49.1 33.5 22.9 18.3
Less: Capex 329 48 447 300 P/B (x) 2.5 2.4 2.2 2.0
Free Cash Flow (129) 2,232 (876) 633 EV / Sales (x) 1.3 1.1 1.0 0.9
EV / EBITDA (x) 15.1 13.0 10.6 8.7
Dividend Yield (%) 0.2 0.4 0.6 0.7

Peer comparison valuation

Market cap Diluted P/E (X) Price/ Adj. BV (X) ROAE (%)
Name (USD mn) FY19E FY20E FY19E FY20E FY19E FY20E
Prabhat Dairy Ltd 261 22.9 18.3 - - 10.8 12.3
Heritage Foods Limited 472 33.4 24.4 - - 25.3 28.1
Parag Milk Foods Limited 441 28.2 21.6 - - 13.6 15.6
Median - 28.2 21.6 - - 13.6 15.6
AVERAGE - 28.1 21.4 - - 16.6 18.7

Source: Edelweiss research
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Additional Data

Directors Data

Mr. Sarangdhar R. Nirmal
Mr. Ashok Sinha

Mr. Haresh Shah

Mr. Rajesh Srivastava

Chairman & Managing Director
Independent Director
Additional Independent Director
Independent Director

Auditors - BSR & Associates LLP

Mr. Vivek S. Nirmal
Mrs. Seemantinee Khot
Mr. Soundararajan Bangarusamy

Joint Managing Director
Independent Director
Independent Director

Holding Top -10

*as per last available data

Perc. Holding Perc. Holding
Indian Agribusiness Fund 14.37 Stryrax Commodities 1.88
Societe Prom & Part Econom 8.68 Payone Enterprises Pvt Ltd 1.07
Vistra Itcl India Limited 7.57 Alquity Investment Management 0.75
Wasatch Advisors Inc 5.34 Sundaram Asset Management Co Ltd 0.72
Dsp Blackrock Investment Manager 3.02 Dimensional Fund Advisor 0.27

Bulk Deals

*as per last available data

Data Acquired / Seller B/S

Qty Traded

Price

No Data Available

Insider Trades

*as per last available data

Reporting Data Acquired / Seller

B/S

Qty Traded

No Data Available

*as per last available data
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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; (i) ESL's head office or
principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv)
there may be difficulty enforcing legal rights against ESL because of the above; and (v) the name and address of the ESL's agent for
service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada.

Disclaimer for Singapore Persons

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

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

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