India Midcaps

RESULT UPDATE

DEEPAK FERTILIZER

Fertiliser rebounds

India Equity Research| Fertilisers

Deepak Fertiliser’s (DFPC) Q1FY18 consolidated sales, at INR12.8bn (20%
plus YoY), surpassed estimates, but PAT of INR374mn (-17% YoY)
disappointed owing to decline in chemical profitability. Chemical margins
were affected by the sharp volatility in input prices (mainly ammonia),
even as fertiliser business improved profitability (segment profit of
INR261mn versus loss of INR133mn in Q1FY17) as the new NPK plant was
commissioned. With improving profit contribution by fertiliser division
(EBIT of INR1.4bn in FY18E versus loss of INRO.1bn in FY17) and recovery
in pending subsidies, we raise our FY18/19E EPS by 7%/6% to
INR32.7/36.5. We also raise our target multiple to 12x (from 9x) as
earnings visibility enhances and return ratios improve. Consequently, we
raise our TP to INR438 (INR308 earlier) and maintain ‘BUY’.

Chemical margin sinks, fertiliser improves

Chemical revenue saw muted growth along with 36% YoY slide in EBIT to INR862mn as
sharp volatility in ammonia prices led to inventory-led loss. However, with stabilisation
in ammonia prices and pick up in chemical demand, we expect chemical margins to
improve in subsequent quarters. Fertiliser revenue surged 57% as the new 0.5mn mtpa
NPK plant was commissioned in Q1FY18. As a result, fertiliser segment contributed
profit of INR261mn as against loss of INR133mn in corresponding period of last year.

Profitability to impel on NPK plant commissioning

DFPC commissioned its NPK plant during the quarter and augmented capacity by
0.5mn mtpa. Going ahead, with further addition the company expects capacity to
touch 0.8mn mtpa by FY19, which would in turn bolster fertiliser profitability. We
expect fertiliser EBIT to rise to INR1.36bn/1.67bn in FY18/19 as against loss of
INRO.13bn in FY17. With the government clearing pending subsidies (INR9bn by FY17),
we expect a decline in working capital as well and subsequently lead to reduction in
interest cost.

Outlook and valuations: Better earnings visibility; maintain ‘BUY’

We expect earnings visibility to enhance, balance sheet and return ratios to to improve
(RoCE of ~17% by FY19 from ~10% in FY17) following improvement in fertiliser
business. As a result, we raise our FY18/19E earnings by 7%/6%, target multiple to 12x
(from 9x) and target price to INR438 (INR308 earlier), while maintaining ‘BUY’ on the

stock.

Financials

Year to March Q1FY18 Q1FY17 %change Q4FY17 %change FY17 FY18E FY19E
Net rev. (INR mn) 12,803 10,626 20.5 12,154 5.3 43,781 50,832 53,483
EBITDA (INR mn) 1,225 1,081 13.4 1,229 (0.3) 4,734 6,761 7,239
Adj. profit (INR mn) 374 451 (17.0) 519 (27.9) 1,753 2,885 3,222
Adj.Dil EPS (INR) 4.2 5.1 (17.0) 5.9 (27.9) 19.9 32.7 36.5
Diluted P/E (x) 18.5 11.2 10.0
EV/EBITDA (x) 9.5 7.3 5.8

*Annual numbers are on consolidated basis
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I Fertilisers

Key developments
Gas supply issue persists; plant operational on spot gas

DFPC’s old pending issue related to domestic gas supply, which was arbitrarily stopped
pursuant to an order passed by the Ministry of Petroleum and Natural Gas, still continues.
However, the company has successfully challenged the same before the Delhi High Court,
which, by its order, directed the Government of India (Gol) to restore the gas supply to the
company. Review petition filed by Gol, challenging the said order, has been rejected by the
court and subsequently, the Gol filed an affidavit before the Delhi High Court stating that
the Inter Ministerial Committee (IMC) has decided to recommend supply of pooled gas to
DFPC, subject to approval of competent authority. However, the gas supply (under the pool
gas arrangement) has yet not been restored, but the company has resumed NPK fertiliser
production by using spot gas. Though spot gas cost at ~USD8.5/mmbtu currently is still
costlier by ~USD1/mmbtu than pooled gas, it will positively impact profitability.

Release of withheld subsidy to reduce working capital

The Department of Fertilisers (DoF), Ministry of Chemicals & Fertilisers, had withheld
subsidy due to DFPC in accordance with applicable Nutrient Based Subsidy (NBS) scheme of
GOI, alleging undue gain arising to the company on account of supply of cheap domestic gas.
This has been challenged by the company before the High Court of Bombay. Based on the
directive of the court, DoF agreed to release subsidy withheld, except a sum of INR3.1bn
pending final decision. Recently, based on the decision of DoF to release the aforesaid sum
against the bank guarantee taking a favourable view on DFPC’s request.

Restructuring to bring related business under one roof

In an endeavour to sharpen strategic future of each of its business verticals and unlock
potential, DFPC had proposed a Scheme of Arrangement for demerger of fertilisers and
technical ammonium nitrate business into a wholly owned subsidiary company, Smartchem
Technologies. Other businesses, mainly chemicals (primarily include TAN, nitric acids
including CNA, DNA, WNA and IPA etc) along with realty Ishanya Mall will remain under
parent company.

Pending claims worth INR3.6bn on use of natural gas remains a concern

GAIL has claimed INR3.6bn in respect of supply of domestic natural gas for July 2006 to May
2014, alleging usage for manufacture of products other than urea. However, DFPC has
clarified that as per contracts entered into between the company and GAIL, the purchase of
gas was clearly intended, supplied and utilised for industrial applications. It has been in the
full knowledge of the Department of Fertilisers, Gol that the company, as per the Industrial
License, since its inception was never engaged in the manufacture of urea. The company has
strongly challenged the claim currently being raised by GAIL as untenable, unsustainable,
contractually unfounded, invalid and barred by limitation of time. Though we believe that
the case is in favour of DFPC, it has not made any adequate provisioning for the same.
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Table 1: Operational Performance (INR mn)

Deepak Fertilizer Ltd

Segment revenue Q1FY18 Q1FY17 % YoY Q4FY17 % QoQ

a) Chemicals

Manufactured 5,196 5,291 (1.8) 5,251 (1.0)
Traded 2,912 2,650 9.9 3,795 (23.3)
Total 8,108 7,941 2.1 9,046 (10.4)
b) Fertilisers

Manufactured 3,617 805 349.4 2,719 33.0

Traded 1,000 2,129 (53.0) 703 42.2

Total 4,617 2,934 57.4 3,423 34.9

c) Realty 42 22 88.7 29 46.3

d) Others 36 35 3.4 7 387.8

Total 12,803 10,932 17.1 12,504 2.4

Less: Inter segmental revenue 0 306 (100.0) 350 (100.0)
Net revenue from operations 12,803 10,626 20.5 12,154 5.3

Net profit before interest and tax

a) Chemicals 862 1,348 (36.1) 1,207 (28.6)
b) Fertilisers 261 (2133) (296.2) 112 134.1

c) Realty (45) (47) NA (50) NA
d) Others 27 26 (2)

Total 1,106 1,194 (7.4) 1,268 (12.8)
Less: Interest 373 350 6.6 282 32.2

Less: Other unallocable expenditure 253 269 (6.0) 328 (22.9)
Total profit before tax 480 575 (16.5) 657 (27.0)
PBIT (%)

a) Chemicals 10.6 17.0 13.3

b) Fertilisers 5.7 (4.5) 3.3

c) Realty (106.7) (214.0) (173.7)

d) Others 74.2 74.2 (20.3)

Capital employed

a) Chemicals 15,456 15,041 16,454

b) Fertilisers 7,543 11,097 10,979

c) Realty 2,299 2,346 2,321

d) Others 263 292 232

e) Unallocated (7,879) (13,063) (12,688)

Total 17,681 15,713 17,297
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Financial snapshot (INR mn)
Year to March Q1FY18 Q1FY17 % change Q4FY17 % change FY17 FY18E FY19E
Net revenues 12,803 10,626 20.5 12,154 5.3 43,781 50,832 53,483
Raw material 8,780 7,165 22.5 8,564 2.5 29,432 37,556 38,726
Staff costs 548 528 4.0 487 12.7 2,102 2,046 2,153
Other expenses 2,249 1,852 21.5 1,875 20.0 7,514 4,469 5,365
Total expenditure 11,578 9,545 21.3 10,925 6.0 39,047 44,070 46,244
EBITDA 1,225 1,081 13.4 1,229 (0.3) 4,734 6,761 7,239
Depreciation 408 311 31.0 372 9.5 1,364 1,684 1,821
EBIT 818 770 6.2 856 (4.5) 3,370 5,078 5,418
Other income 35 155 (77.3) 83 (57.8) 159 517 575
Interest 373 350 6.6 282 32.2 1,215 1,448 1,373
Profit before tax 480 575 (16.5) 657 (27.0) 2,314 4,146 4,620
Provision for taxes 103 124 (17.3) 139 (26.1) 533 1,261 1,398
Exceptional Items (6) (100.0)

Reported net profit 377 444 (15.1) 519 (27.3) 1,753 2,885 3,222
Adjusted Profit 374 451 (17.0) 519 (27.9) 1,753 2,885 3,222
Diluted shares (mn) 88 88 88 88 88 88
Adjusted Diluted EPS 4.2 5.1 (17.0) 5.9 (27.9) 19.9 32.7 36.5
Diluted P/E (x) - - - 18.5 11.2 10.0
EV/EBITDA (x) - - - 9.5 7.3 5.8
ROAE (%) - - - 11.0 16.1 16.2

As % of net revenues

Raw material 68.6 67.4 70.5 67.2 73.9 72.4
Employee cost 4.3 5.0 4.0 4.8 4.0 4.0
Other expenses 17.6 17.4 15.4 17.2 8.8 10.0
EBITDA 9.6 10.2 10.1 10.8 13.3 13.5
Reported net profit 2.9 4.2 4.3 4.0 5.7 6.0

Change in Estimates

FY18E FY19E
New old % change New Oold % change Comments

Net Revenue 50,832 48,083 57 53,483 51,941 3.0

EBITDA 6,761 6,092 11.0 7,239 6,576 10.1 Higher fertiliser segment margins
EBITDA Margin 13.3 12.7 13.5 12.7

Adjusted PAT 2,885 2,698 6.9 3,222 3,022 6.6

Net Profit Margin 5.7 5.6 6.0 5.8

Capex 1,738 985 76.4 1,500 891 68.4
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Deepak Fertilizer Ltd

Company Description

DFPCL was incorporated in 1979 by Mr. C.K. Mehta as a private limited company. It is
currently one of the leading manufacturers of industrial chemicals and fertilisers in India.
The company operates in three business segments—chemicals, agribusiness, and specialty
retailing. It has emerged as an integrated multi-product company manufacturing ammonia,
iso propyl alcohol, methanol, nitric acid, low-density prilled ammonium nitrate, and nitro-
phosphate fertilisers in its state-of-the-art plants operating with world class technology.

Investment Theme

DFPCL is the leader in the Indian Technical Ammonium Nitrate (TAN) market, with 30%
share. The company has increased its TAN capacity further by 300K MT from 132K MT, at a
capex of ~“INR 6 bn. With increased capacity, DFPCL’s market share in TAN is estimated to
rise to over 50% in FY13 by replacing the cheaper grade TAN imports. Also, the company is
set to benefit from the increasing TAN demand on account of the growing demand for coal
and limestone production.

With better gas availability, Ammonium Nitrophosphate (ANP) fertiliser capacity utilisation
is poised to increase from 25% in FY09 to ~80% in FY13. DFPCL is well connected to the
National Gas Grid to receive gas from multiple sources like Panna-Mukta-Tapti (PMT) gas
field, Krishna-Godavari (KG) Basin and ONGC.

Key Risks

Any delay in scaling up of operations of the new TAN plant will cause opportunity loss for
the company and downside risks to our estimates.

Though the company has tied up with Middle East suppliers for ammonia and for natural gas
with multiple sources in India, any issues on this front may pose a risk for DFPCL.

High volatility in crude prices could adversely impact the company’s raw material costs and,
hence, its profitability.

Any delay in the payment of subsidies by Gol or payment of the same by means of fertiliser
bonds, could strain the company’s working capital cycle. The Indian finance minister has,

however, assured that the entire subsidy amount will be paid in cash and not bonds.

INR volatility may impact the operating margin of the chemicals segment of DFPCL.
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Fertilisers

Financial Statements

Key Assumptions

Year to March FY16 FY17 FY18E FY19E
Macro
GDP(Y-0-Y %) 7.2 6.5 7.1 7.7
Inflation (Avg) 4.9 4.5 4.0 4.5
Repo rate (exit rate) 6.8 6.3 5.8 5.8
USD/INR (Avg) 65.0 67.5 66.0 66.0
Company
Ammonium nitrate sales volume (MT) 349,290 292,200 365,400 413,040
Methanol sales volume (MT) - 10,000 10,000 20,000
IPA sales volume (MT) 71,296 77,000 77,000 77,000
Nitric acid sales volume (MT) 150,909 137,163 153,003 168,843
ANP sales volume (MT) 157,977 149,175 206,550 224,910
Chemicals EBITDA margin (%) 12.6 23.0 24.8 24.1
Fertiliser EBITDA margin (%) 2.3 (1.3) 6.5 7.0
Cost assumptions
Raw Material (% net rev) 73.7 67.2 73.9 72.4
Employee cost (% of rev) 4.0 4.8 4.0 4.0
Other exp (% net rev) 14.5 17.2 8.8 10.0
Financial assumptions
Net borrowings (INR mn) 16,630 14,127 17,361 10,091
Tax rate as % of PBT 33.8 23.1 30.4 30.3
Capex (INR mn) 3,343 8,312 1,738 1,500
Debtor days 101 114 75 64
Inventory days 55 69 64 52
Payable days 46 55 36 30
Cash conversion cycle 110 128 103 85
Interest Exp (% of Debt) 7.9 7.1 8.8 8.6
Dep. (% gross block) 5.0 4.7 5.1 5.0
6

Income statement (INR mn)
Year to March FY16 FY17 FY18E FY19E
Net revenue 45,388 43,781 50,832 53,483
Materials costs 33,432 29,432 37,556 38,726
Gross profit 11,956 14,349 13,276 14,757
Employee costs 1,830 2,102 2,046 2,153
Other Expenses 6,561 7,514 4,469 5,365
EBITDA 3,565 4,734 6,761 7,239
Depreciation 1,218 1,364 1,684 1,821
EBIT 2,347 3,370 5,078 5,418
Add: Other income 724.2 158.6  517.08  574.89
Less: Interest Expense 1,300 1,215 1,448 1,373
Profit Before Tax 1,771 2,314 4,146 4,620
Less: Provision for Tax 599 533 1,261 1,398
Less: Minority Interest 10 27 - -
Reported Profit 1,163 1,753 2,885 3,222
Adjusted Profit 1,163 1,753 2,885 3,222
Shares o /s (mn) 88 88 88 88
Adjusted Basic EPS 13.2 19.9 32.7 36.5
Diluted shares o/s (mn) 88 88 88 88
Adjusted Diluted EPS 13.2 19.9 32.7 36.5
Adjusted Cash EPS 27.0 35.3 51.8 57.2
Dividend per share (DPS) 5.0 6.0 7.0 8.0
Dividend Payout Ratio(%) 45.9 35.3 25.0 25.6
Common size metrics

Year to March FY16 FY17 FY18E FY19E
Gross margin 26.3 32.8 26.1 27.6
EBITDA margins 7.9 10.8 13.3 135
EBIT margins 5.2 7.7 10.0 10.1
Net Profit margins 2.6 4.1 5.7 6.0
Growth ratios (%)

Year to March FY16 FY17 FY18E FY19E
Revenues 19.1 (3.5) 16.1 5.2
EBITDA 20.5 32.8 42.8 7.1
Adjusted Profit 95.7 50.8 64.6 11.7
EPS 95.7 50.8 64.6 11.7
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Deepak Fertilizer Ltd

Balance sheet (INR mn) Cash flow metrics
As on 31st March FY16 FY17 FY18E FY19E Year to March FY16 FY17 FY18E FY19E
Share capital 882 882 882 882 Operating cash flow (1,285) 12,991 (388) 10,418
Reserves & Surplus 14,395 16,121 17,747 20,119 Investing cash flow (447)  (9,347) (703)  (1,500)
Shareholders' funds 15,277 17,003 18,629 21,001 Financing cash flow 3,532 (5,542) 1,181 (5,641)
Minority Interest 77 79 79 79 Net cash Flow 1,800 (1,898) 90 3,277
Short term borrowings 14,071 10,388 13,071 9,071 Capex (3,343) (8,312) (1,738) (1,500)
Long term borrowings 4,884 4,716 4,884 4,884 Dividend paid (914) (619) (722) (826)
Total Borrowings 18,956 15,104 17,956 13,956
Def. Tax Liability (net) 1,224 1,190 1,224 1,224 Profitability and efficiency ratios
Sources of funds 35,533 33,376 37,887 36,259 Year to March FY16 FY17 FY18E FY19E
Gross Block 24,866 33,167 33,366 39,366 ROAE (%) 7.8 11.0 16.1 16.2
Net Block 13,190 20,127 18,625 22,805 ROACE (%) 9.8 10.6 16.3 16.7
Capital work in progress 3,962 3,853 5,512 1,012 ROA 3.6 5.2 8.1 8.7
Total Fixed Assets 201 320 201 201 Inventory Days 55 69 64 52
Total net fixed assets 17,352 24,300 24,338 24,017 Debtors Days 101 114 75 64
Non current investments 147 124 147 147 Payable Days 46 55 36 30
Cash and Equivalents 2,684 2,393 953 4,223 Cash Conversion Cycle 110 128 103 85
Inventories 6,059 5,045 8,047 2,974 Current Ratio 3.0 1.6 2.8 2.6
Sundry Debtors 15,481 11,834 9,091 9,587 Gross Debt/EBITDA 5.3 3.2 2.7 1.9
Loans & Advances 22 43 2,634 2,634 Gross Debt/Equity 1.2 0.9 1.0 0.7
Other Current Assets 2,794 3,432 181 181 Adjusted Debt/Equity 1.2 0.9 1.0 0.7
Current Assets (ex cash) 24,355 20,354 19,953 15,376
Trade payable 4,702 4,152 3,202 3,202 Operating ratios
Other Current Liab 4,304 9,643 4,304 4,304 Year to March FY16 FY17 FY18E FY19E
Total Current Liab 9,006 13,795 7,506 7,506 Total Asset Turnover 1.4 1.3 1.4 1.4
Net Curr Assets-ex cash 15,350 6,559 12,447 7,871 Fixed Asset Turnover 3.3 2.6 2.6 2.6
Uses of funds 35,533 33,376 37,887 36,259 Equity Turnover 3.0 2.7 2.8 2.7
BVPS (INR) 173.2 192.8 211.2 238.1

Valuation parameters
Free cash flow (INRmn)  Year to March FY16 FY17  FY18E  FY19E
Year to March FY16 FY17 FY18E FY19E Adj. Diluted EPS (INR) 13.2 19.9 32.7 36.5
Reported Profit 1,163 1,753 2,885 3,222 Y-0-Y growth (%) 95.7 50.8 64.6 11.7
Add: Depreciation 1,218 1,364 1,684 1,821 Adjusted Cash EPS (INR) 27.0 35.3 51.8 57.2
Interest (Net of Tax) 871 814 970 920 Diluted P/E (x) 27.9 18.5 11.2 10.1
Others 1,240 1,083 931 799 P/B (x) 2.1 1.9 1.7 1.5
Less: Changes in WC 4,906 (8,790) 5,888  (4,577) EV / Sales (x) 11 1.0 1.0 0.8
Operating cash flow (1,285) 12,991 (388) 10,418 EV / EBITDA (x) 13.7 9.6 7.3 5.8
Less: Capex 3,343 8,312 1,738 1,500 Dividend Yield (%) 1.4 1.6 1.9 2.2
Free Cash Flow (4,628) 4,679 (2,126) 8,918
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Additional Data

Directors Data

S.C. Mehta
Parul S. Mehta
N.C. Singhal
Anil Sachdev
U.P.Jhaveri
Pranay Vakil

Director

Chairman & Managing Director

Independent Director
Independent Director
Independent Director
Independent Director

C.K.Mehta

R.A. Shah
S.R.Wadhwa

D.Basu

S. Rama lyer

Partha Bhattacharyya

Chairman Emeritus
Independent Director
Independent Director
Independent Director
Independent Director
Director

Auditors - B.K.Khare & Co.

Holding Top -10

*as per last available data

Perc. Holding Perc. Holding
Fidelity Management and Research 9.13 ICICI Lombard 1.10
ICICI Prudential Life Insurance 1.82 UTI Asset Mgmt 0.28
BNP Paribas 1.63 New Zeleand Super Annuation Fund 0.14
BNP Paribas Asset management 1.62 Manulife Financial Corp 0.03
Dimensional Fund Advisor 1.45 Alaska Permanenet Fund Corp 0.02

*as per last available data

Bulk Deals
Data Acquired / Seller B/S Qty Traded Price
28 Mar 2017 Parul Sailesh Mehta Sell 3012000 248.05
28 Mar 2017 Sailesh Mehta Sell 21283000 248.05
28 Mar 2017 Nova Synthetic Ltd Buy 24295000 248.05
23 Jan 2017 Parul Sailesh Mehta Sell 1032000 257.00
23 Jan 2017 Nova Synthetic Ltd Buy 1032000 257.00
*n< ner Inst nunilahle data

Insider Trades

Reporting Data Acquired / Seller B/S Qty Traded
02 May 2017 SOFOTEL INFRA PRIVATE LIMITED Buy 300000.00

02 May 2017 CHIMANLAL K MEHTA Sell 300000.00

03 Apr 2017 PARUL S MEHTA Sell 3012000.00

03 Apr 2017 SAILESH MEHTA Sell 21283000.00

03 Apr 2017 NOVA SYNTHETIC LIMITED Buy 24295000.00

*as per last available data
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Coverage group(s) of stocks by primary analyst(s): Fertilisers

Chambal Fertilisers and Chemicals, Coromandel International, Deepak Fertilizer Ltd, Zuari Agro Chemicals

Recent Research

Date Company Title Price (INR) Recos
01-Aug-17 Coromandel Fertilizer shines; crop 447 Buy
International protection muted;
Result Update

01-Aug-17  Zuari Agro Clocks growth and pays debt 372 Buy
Chemicals  too; Result Update

02-May-17 Coromandel Margin expansion drives PAT 360 Buy
International growth;

Result Update
Distribution of Ratings / Market Cap
Edelweiss Research Coverage Universe Rating Interpretation
Buy Hold Reduce Total Rating Expected to
Rating Distribution* 161 67 11 240 Buy appreciate more than 15% over a 12-month period
* 1stocks under review
Hold appreciate up to 15% over a 12-month period
> 50bn Between 10bn and 50 bn < 10bn
Reduce depreciate more than 5% over a 12-month period
Market Cap (INR) 156 62 11
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herein. Past performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in
this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in
the report. The information provided in these reports remains, unless otherwise stated, the copyright of ESL. All layout, design,
original artwork, concepts and other Intellectual Properties, remains the property and copyright of ESL and may not be used in
any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.

ESL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including
network (Internet) reasons or snags in the system, break down of the system or any other equipment, server breakdown,
maintenance shutdown, breakdown of communication services or inability of the ESL to present the data. In no event shall ESL be
liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or
expenses arising in connection with the data presented by the ESL through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of
their receiving this report.

ESL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the Securities, mentioned herein or (b) be engaged in any other transaction
involving such Securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other
potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of
publication of research report or at the time of public appearance. ESL may have proprietary long/short position in the above
mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and do not
consider risk appetite or investment objective of any particular investor; readers are requested to take independent professional
advice before investing. This should not be construed as invitation or solicitation to do business with ESL.
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ESL or its associates may have received compensation from the subject company in the past 12 months. ESL or its associates may
have managed or co-managed public offering of securities for the subject company in the past 12 months. ESL or its associates
may have received compensation for investment banking or merchant banking or brokerage services from the subject company in
the past 12 months. ESL or its associates may have received any compensation for products or services other than investment
banking or merchant banking or brokerage services from the subject company in the past 12 months. ESL or its associates have
not received any compensation or other benefits from the Subject Company or third party in connection with the research report.
Research analyst or his/her relative or ESL’s associates may have financial interest in the subject company. ESL and/or its Group
Companies, their Directors, affiliates and/or employees may have interests/ positions, financial or otherwise in the
Securities/Currencies and other investment products mentioned in this report. ESL, its associates, research analyst and his/her
relative may have other potential/material conflict of interest with respect to any recommendation and related information and
opinions at the time of publication of research report or at the time of public appearance.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange
rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by numerous market
factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in
interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the
value of the currency. Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of
an underlying security, effectively assume currency risk.

Research analyst has served as an officer, director or employee of subject Company: No
ESL has financial interest in the subject companies: No

ESL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of research report.

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of
the month immediately preceding the date of publication of research report: No

ESL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of publication of research report: No

Subject company may have been client during twelve months preceding the date of distribution of the research report.

There were no instances of non-compliance by ESL on any matter related to the capital markets, resulting in significant and
material disciplinary action during the last three years except that ESL had submitted an offer of settlement with Securities and
Exchange commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in relation to
their charges of non registration as a broker dealer.

A graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification:

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about
the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or
indirectly related to specific recommendations or views expressed in this report.

Additional Disclaimers

Disclaimer for U.S. Persons

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has
prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required
to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public
appearances and trading securities held by a research analyst account.

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule
15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and
Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as
specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied,
duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.
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In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC
in order to conduct certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an
agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in
this research report should be effected through Edelweiss Financial Services Inc.

Disclaimer for U.K. Persons

The contents of this research report have not been approved by an authorised person within the meaning of the Financial
Services and Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the
“Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated
associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being
referred to as “relevant persons”).

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment
activity to which this research report relates is available only to relevant persons and will be engaged in only with relevant
persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This
research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other
person.

Disclaimer for Canadian Persons

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have
prepared the research report. The research analysts preparing the research report are resident outside the Canada and are not
associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by
a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario
Securities Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of
Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research
analysts' business or relationship with a subject company or trading of securities by a research analyst.

This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103"))
who are resident in the Province of Ontario, Canada (an "Ontario Permitted Client"). If the recipient of this report is not an
Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the report to
the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person.

ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain
international advisers and/or dealers. Please be advised that (i) ESL is not registered in the Province of Ontario to trade in
securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) ESL's head office or
principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv)
there may be difficulty enforcing legal rights against ESL because of the above; and (v) the name and address of the ESL's agent for
service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada.

Disclaimer for Singapore Persons

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

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

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