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Trade with China Chlliptapral

Atmanirbhar Bharat will get a fillip, but China trade to survive

INDIA | STRATEGY | Trade Analysis

Atmanribhar Bharat (self-reliant India) is likely to receive an early push from India’s ongoing geo-political tensions with China. Our
channel checks with policymakers suggest that excessive trade dependency on China will certainly REDUCE in coming months/years
through incentivising domestic production and import substitution. While this would create near to medium-term production/cost
challenges in the supply chain, some domestic companies should benefit. For critical components, China will remain the key
supplier, due to lack of technical competence/investments by the Indian manufacturers and government support. Amongst the
large import sectors, core dependency is expected to persist for pharmaceuticals and critical electricals/electronics/machinery
(EEM). Indian companies can develop capabilities for speciality/agri chemicals, EEM, and fertilizers. Import substitution is likely for
iron & steel, fertilisers, EEM. Chinese direct FDI in India is miniscule at US$ 24bn (0.5% of total FDI flows in India since 2000); indirect
investment has risen, which is expected to slow down ahead.

While we/the street has closely tracked India’s trade activity with China (our note during Covid outbreak in China Click here), in this
note, we dive deeper into: (1) Industry-wise likelihood of import substitution, (2) gains for domestic industries, (3) industries that
could be severely impacted, and (4) scope for better trade with other countries.

China/HK together are India’s largest import partners constituting average 13.8%/3.6% (USS 82bn) of total imports, followed by USA
(7.2%, USS 36bn) and UAE (6.1%, USS 30bn). Imports from China+HK have been largely stable; up 1% in FY19, down 7% in FY20 due to
Covid. Other key importing partners are Switzerland, Korea, Indonesia, and Singapore; we have lesser import dependency on key
industrial economies of Germany, Japan, and Russia. While our imports with China have stayed stable so far, we expect these to fall in
coming years, our trade with US, Japan, Russia, and others should rise.

Major imports from China+HK: (1) Electrical machinery (34% in FY20; mainly mobile phones, batteries, semi-conductors, solar cells,
TVs); (2) machinery and mechanical appliances (18%; mainly computers, refrigerator/AC compressors, industrial machinery, ACs); (3)
Organic chemicals (10%; mainly organic compounds used in pharmaceuticals, agriculture, and biochemicals, antibiotics, amino
compounds). These three categories formed 62% of India’s imports from China+HK.

US is India’s largest exports partner, China+HK second: US, UAE and China+HK form 35% of India’s exports; of this, US is a major one,
with average share of 16% in the last three years. Major commodities exported to the US include pearls, precious metals & jewellery
(17.8% in FY20) followed by pharmaceutical products (11.8%). Major commodities exported to UAE also include pearls, precious metals
& jewellery (33.9% in FY20) followed by mineral fuels and products (19.6%). Major exports to China+HK were natural pearls & precious
stones (35% in FY20), organic chemicals (10%), ores, slag & ash (8.5%), and mineral fuels (8.1%); excluding HK, the last three are key,
along with fish & crustaceans (total-51%).

Scope of domestic production gains and substituting Chinese imports: While core dependency on China will continue across the
supply chain, gradual gains are likely for domestic players in the medium/long term, given an investment conducive environment and
government policies. Our views on key sector impact:

e ++ for specialty and agri chemicals: Our long-held theme of Indian speciality/Agri chemicals gaining export market share from
China will gather pace. Export-oriented agri-chemicals will benefit. We like Arti, Atul, SRF, UPL, and PI Industries.

e +/- Pharmaceuticals: We will remain dependent on China. Short term, there isn’t scope to substitute or enhance domestic
production because of (1) lack of backward integration and (2) current model of catering to large number of formulation products.
However, long-term, we see more integration benefits for India, to be led by players like Divis, IPCA Labs, and Syngene.

e +/- Electricals/electronics: Dependency to persist for critical components. Domestic manufacturing capabilities for other
components to rise, but only gradually (details below). There is significant scope for higher component imports from Singapore,
Korea, US, Germany, Japan, etc., from where we currently import 30-40%. In electricals/durables space, we expect Dixon
Technologies (NR) and Amber (NR) to gain structurally. Dixon caters to the product range while Amber focuses on RACs. We see
customs duties being raised on RACs, to encourage domestic production.

e +/-Iron and steel: Lesser import/export dependency. JSPL, SAIL, Nalco won exports orders to China amid weak domestic demand.
In the long-term, setting up of automobile plants in India would raise domestic steel demand.

e +/-Fertlizers: Import substitution easily possible. Neutral: Coromandel, Chambal.

Anjali Verma, Research Analyst (+ 9122 6246 4115) anverma@phillipcapital.in
Navaneeth Vijayan, Research Associate (+ 9122 6667 9943) nvijayan@phillipcapital.in

Page | 1 | PHILLIPCAPITAL INDIA RESEARCH

Please see penultimate page for additional important disclosures. PhillipCapital (India) Private Limited. (“PHILLIPCAP”) is a foreign broker-dealer unregistered in the USA. PHILLIPCAP research
is prepared by research analysts who are not registered in the USA. PHILLIPCAP research is distributed in the USA pursuant to Rule 15a-6 of the Securities Exchange Act of 1934 solely by
Rosenblatt Securities Inc, an SEC registered and FINRA-member broker-dealer.


http://backoffice.phillipcapital.in/Backoffice/Researchfiles/PC_-_Coronavirus_Impact_-_Feb_2020_20200212130332.pdf
mailto:anverma@phillipcapital.in
mailto:nvijayan@phillipcapital.in

[\[ale])[e]\V[[&-% UPDATE

Detailed break-up of major imports from China+HK

Electrical machinery (34% in FY20) — comprising of mobile phones and its
components (30%), sim cards, electronic integrated circuits, solar cells (25.5%),
semi-conductors (6.5%), batteries (4.7%), radio/TV transmitters, telecom
equipment (4.7%), electrical transformers (4.1%), dish antenna (3.6%),
projectors, TVs, (2.5%), microphones, speakers, (2.3%), fuses, circuit breakers,
switches (1.7%).

Second important import comprises of nuclear reactors, boilers, machinery and
mechanical appliances (18% in FY20) — largest (25% of this is in the form of
component being: computers, CPUs, printer, scanners, hard drives. Vacuum
cleaners, refrigerator/AC compressors, all kinds on fans, blowers (6%). Computer
parts, ink cartridge, mother boards, carrying cases (5%). Industrial machinery for
pharmaceuticals, construction, agriculture, automobile etc (4%). ACs
(split/window/cars) (3.4%). Printing machinery and its accessories, cables (3%).
Machinery for boring, excavating, elevators, conveyors, bulldozers, road rollers
(2.9%).

Organic chemicals is the next major imported commodity (10%) — 17% of which
is organic compounds used in pharma, agriculture, and biochemicals, 14% -
antibiotics, 7% - amino compounds used in developing chemicals for crop
protection, medication and water purification. They also find use in products of
personal care. These three commodity categories total 62% of India’s imports
from China+HK

Detailed overview of sectoral impact

Pharmaceuticals — Core dependency on China to persist

Formulations have been a focus of the Indian pharmaceuticals industry.

Lack of focus on APIs and full integration due to advantages from China’s global
scale and other benefits.

As many products are formulated, APl expertise and scale cannot be managed.
Thus, no benefit in terms of gaining global market share. Dependency on China
would persist.

Backward integration is possible for specific products based on the core
expertise of a company, but not across all the products. To that extent, scalability
is likely.

API players such as Laurus Labs, Neuland Labs should benefit.

Speciality/agri chemicals: Big beneficiary

This segment can gain scale in a few years; it already plays a decent role in the
exports market, competing with Chinese products.

Agri chemicals will gain disproportionately in the export market as China is
losing its historically dominant (65%) position and priority. India (being the 2nd
leading supplier of Agri inputs after China) has already grown at a CAGR >15%
over the last 3-years, we expect it to rise multifold due to recent round of supply
concerns posed by China.

Electronics/consumer durables: Domestic companies to gain share; China
dependency to persist

Chinese companies entered/entering India: Could this take a backseat?
Government has launched three schemes to attract foreign investment and
boost local manufacturing, to the extent of Rs 500bn.
o Production Linked Incentive Scheme (PLI) for Large Scale Electronics
Manufacturing — benefit of 4-6% on incremental sales of domestically
manufactured goods for the next 5-years.
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o Scheme for Promotion of Manufacturing of Electronic Components and
Semiconductors (SPECS): 25% incentive on capital expenditure for
electronic components, semiconductor/display fabrication units.

o Modified Electronics Manufacturing Clusters (EMC 2.0).

e AC compressors are already being manufactured in India by Chinese companies
such as Highly (already operating) and GMCC (to be live by the year end). While
these would be able to cater to 25-30% of the requirement, electrical component
dependency will remain. Motors and copper rods can be shifted to domestic
manufacturing in the future.

e  Current share of import dependency in the domestic production cycle:

o Lighting — driver chips — 45% of cost

TV — open cell/tube — 70% of cost

Washing machine — motor, gear box, electronics — 45-50% of cost

Mobile phone — display + main electronics assembly — 70-80% of cost

Refrigerators — compressors — 40-50% of cost

Air conditioners — compressors, copper tubes, and other electronic

components —40-60% of cost

e Small appliances such as mixers, grinders, toasters, and fans — Mostly produced
within India.

e Chimneys/hobs/other kitchen appliances — imported, but can be manufactured
locally.

e Mobile phones: PLI scheme launched by Indian government to incentivise
domestic manufacturing.

o Key to watch: Can India gain share in the production supply chain to touch 50%
from current 25-30% levels? For the rest, India will continue to rely on imports.

O O O O O

Iron and steel — long-term, indirect positive; near-term dependency on exports

e Auto companies can set up their own plants in India, which would raise domestic
demand for steel. Similarly from Machinery production in India.

e From a six months to a year perspective, Indian companies have won exports
orders to China to manage the adverse impact of Covid on domestic demand.
Thus, Indian steel industry is dependent on China for exports, any retaliatory
measures by China will be a near-term negative for the industry.

e Import substitution will happen from Korea and Japan, thus, do not see positives
emerging for India. Costs would largely be unchanged due to higher import
duties on China products.

Fertlizers: Import substitution easily possible; long-term shift to domestic

production

e Urea: India is world’s largest importer, importing from China due to marginal
price advantage. Imports can be easily sourced from other countries like Saudi
Arabia, Russia, Iran. Government has incentivised domestic manufacturing,
which is expected to get functional in the next 3-5 year. Neutral for: Chambal,
Coromandel.

e Similarly, for DAP, while there is higher import dependency on china, but can be
substituted from other countries.

Page | 3 | PHILLIPCAPITAL INDIA RESEARCH



[\[ale])[e]\V[[&-% UPDATE

PhillipCapital

India Imports with key partners (USD mn)
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Major imports from China+Hong Kong (USD mn)
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Top 10 Indian Import Partners (USD mn)

Rank Country 2017-18 %Share 2018-2019 %Share 2019-2020 (P) %Share
1 CHINA P RP 76,381 16.4 70,320 13.7 65,261 13.8
2 USA 26,611 5.7 35,549 6.9 35,663 7.5
3 U ARAB EMTS 21,739 4.7 29,785 5.8 30,257 6.4
4 SAUDI ARAB 22,070 4.7 28,479 5.5 26,857 5.7
5 IRAQ 17,616 3.8 22,372 4.4 23,740 5.0
6 HONG KONG 10,676 2.3 17,987 3.5 16,935 3.6
7 SWITZERLAND 18,923 4.1 18,088 3.5 16,900 3.6
8 KOREA RP 16,362 3.5 16,759 3.3 15,660 3.3
9 INDONESIA 16,439 3.5 15,850 3.1 15,062 3.2
10 SINGAPORE 7,467 1.6 16,282 3.2 14,747 3.1
11 GERMANY 13,296 2.9 15,161 2.9 13,351 2.8
12 JAPAN 10,973 2.4 12,773 2.5 12,435 2.6
20 RUSSIA 8,573 1.8 5,840 1.1 7,094 1.5
23 UK 4,807 1.0 7,562 1.5 6,713 1.4
Source: Ministry of Commerce & Industry,, PhillipCapital India Research

Top 10 Indian Export Partners (USD mn)

Rank Country 2017-18 %Share 2018-2019 %Share 2019-2020 (P) %Share
1 USA 47,878 15.8 52,406 15.9 53,084 17.0
2 U ARAB EMTS 28,146 9.3 30,127 9.1 28,840 9.2
3 CHINA P RP 13,334 4.4 16,752 5.1 16,606 5.3
4 HONG KONG 14,690 4.8 13,002 3.9 10,967 3.5
5 SINGAPORE 10,203 3.4 11,572 3.5 8,924 2.8
6 UK 9,691 3.2 9,309 2.8 8,734 2.8
7 NETHERLAND 6,261 2.1 8,813 2.7 8,366 2.7
8 GERMANY 8,688 2.9 8,902 2.7 8,291 2.6
9 BANGLADESH PR 8,614 2.8 9,210 2.8 8,182 2.6
10 NEPAL 6,613 2.2 7,766 2.4 7,143 2.3
19 JAPAN 4,734 1.6 4,862 1.5 4,520 1.4
30 RUSSIA 2,113 0.7 2,389 0.7 3,020 1.0

Source: Ministry of Commerce & Industry,, PhillipCapital India Research
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Top 25 commodity imports from China+Hong Kong (USD mn)

Commodity 2015-2016 %Share  2016-2017 %Share  2017-2018 %Share  2018-2019 %Share  2019-2020 (P) %Share
ELECTRICAL MACHINERY AND EQUIPMENT AND PARTS THEREOF; SOUND RECORDERS AND 20,765 30.6 23,109 333 29,881 343 29,285 33.2 27,806 33.8
REPRODUCERS, TELEVISION IMAGE AND SOUND RECORDERS AND REPRODUCERS,AND PARTS.

NUCLEAR REACTORS, BOILERS, MACHINERY AND MECHANICAL APPLIANCES; PARTS THEREOF. 10,705 15.8 11,241 16.2 13,677 15.7 14,674 16.6 14,677 17.9
ORGANIC CHEMICALS 6,102 9.0 5,628 8.1 7,101 8.2 8,753 9.9 8,097 9.9
NATURAL OR CULTURED PEARLS,PRECIOUS OR SEMIPRECIOUS STONES,PRE.METALS,CLAD 4,606 6.8 6,818 9.8 9,260 10.6 6,359 7.2 4,936 6.0
WITH PRE.METAL AND ARTCLS THEREOF;IMIT.JEWLRY;COIN.

PLASTIC AND ARTICLES THEREOF. 1,751 2.6 1,902 2.7 2,416 2.8 2,936 3.3 2,965 3.6
FERTILISERS. 3,268 4.8 1,251 1.8 1,072 1.2 2,053 2.3 1,821 2.2
ARTICLES OF IRON OR STEEL 1,195 1.8 1,245 1.8 1,484 1.7 1,807 2.0 1,651 2.0
OPTICAL, PHOTOGRAPHIC CINEMATOGRAPHIC MEASURING, CHECKING PRECISION, MEDICAL 1,349 2.0 1,382 2.0 1,721 2.0 1,827 2.1 1,563 19
OR SURGICAL INST. AND APPARATUS PARTS AND ACCESSORIES THEREOF;

VEHICLES OTHER THAN RAILWAY OR TRAMWAY ROLLING STOCK, AND PARTS AND 1,123 1.7 1,118 1.6 1,461 1.7 1,546 1.8 1,291 1.6
ACCESSORIES THEREOF.

MISCELLANEOUS CHEMICAL PRODUCTS. 713 1.1 954 1.4 1,354 1.6 1,332 15 1,241 15
IRON AND STEEL 2,382 3.5 1,385 2.0 1,693 1.9 1,588 1.8 1,205 1.5
ALUMINIUM AND ARTICLES THEREOF. 689 1.0 671 1.0 776 0.9 1,290 1.5 1,087 1.3
FURNITURE; BEDDING, MATTRESSES, MATTRESS SUPPORTS, CUSHIONS AND SIMILAR STUFFED 921 1.4 902 13 1,213 1.4 1,039 1.2 947 1.2
FURNISHING; LAMPS AND LIGHTING FITTINGS NOT ELSEWHERE SPECIFIED OR INC

INORGANIC CHEMICALS; ORGANIC OR INORGANIC COMPOUNDS OF PRECIOUS METALS, OF 619 0.9 544 0.8 669 0.8 1,082 1.2 770 0.9
RARE-EARTH METALS, OR RADI. ELEM. OR OF ISOTOPES.

GLASS AND GLASSWARE. 375 0.6 437 0.6 552 0.6 626 0.7 613 0.7
MINERAL FUELS, MINERAL OILS AND PRODUCTS OF THEIR DISTILLATION; BITUMINOUS 684 1.0 644 0.9 1,005 1.2 1,153 13 595 0.7
SUBSTANCES; MINERAL WAXES.

TANNING OR DYEING EXTRACTS; TANNINS AND THEIR DERI. DYES, PIGMENTS AND OTHER 378 0.6 395 0.6 521 0.6 543 0.6 587 0.7
COLOURING MATTER; PAINTS AND VER; PUTTY AND OTHER MASTICS; INKS.

MAN-MADE FILAMENTS. 326 0.5 317 0.5 385 0.4 461 0.5 578 0.7
PAPER AND PAPERBOARD; ARTICLES OF PAPER PULP, OF PAPER OR OF PAPERBOARD. 365 0.5 434 0.6 593 0.7 580 0.7 548 0.7
ARTICLES OF STONE, PLASTER, CEMENT, ASBESTOS, MICA OR SIMILAR MATERIALS. 241 0.4 353 0.5 408 0.5 543 0.6 473 0.6
IMPREGNATED, COATED, COVERED OR LAMINATED TEXTILE FABRICS; TEXTILE ARTICLES OF A 472 0.7 445 0.6 582 0.7 543 0.6 469 0.6
KIND SUITABLE FOR INDUSTRIAL USE.

MISCELLANEOUS ARTICLES OF BASE METAL. 322 0.5 341 0.5 439 0.5 459 0.5 464 0.6
PROJECT GOODS; SOME SPECIAL USES. 1,003 1.5 765 1.1 613 0.7 558 0.6 441 0.5
FOOTWEAR, GAITERS AND THE LIKE; PARTS OF SUCH ARTICLES. 318 0.5 355 0.5 480 0.6 452 0.5 432 0.5
TOYS, GAMES AND SPORTS REQUISITES; PARTS AND ACCESSORIES THEREOF. 438 0.6 410 0.6 491 0.6 472 0.5 424 0.5

Source: Ministry of Commerce & Industry,, PhillipCapital India Research
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Top 15 commodity exports to China+Hong Kong (USD mn)

Commodity 2015-2016 %Share  2016-2017 %Share  2017-2018 %Share  2018-2019 %Share  2019-2020 (P)  %Share
NATURAL OR CULTURED PEARLS, PRECIOUS OR SEMIPRECIOUS STONES,PRE.METALS,CLAD 10,999 52.1 12,979 53.6 13,360 47.7 11,458 38.5 9,587 34.8
WITH PRE.METAL AND ARTCLS THEREOF;IMIT.JEWLRY;COIN.

ORGANIC CHEMICALS 870 4.1 932 3.8 2,153 7.7 3,280 11.0 2,732 9.9
ORES, SLAG AND ASH. 521 2.5 1,649 6.8 1,260 4.5 1,220 4.1 2,357 8.5
MINERAL FUELS, MINERAL OILS AND PRODUCTS OF THEIR DISTILLATION; BITUMINOUS 698 33 931 3.8 1,775 6.3 3,439 11.6 2,221 8.1
SUBSTANCES; MINERAL WAXES.

FISH AND CRUSTACEANS, MOLLUSCS AND OTHER AQUATIC INVERTABRATES. 227 1.1 210 0.9 245 0.9 819 2.8 1,401 5.1
ELECTRICAL MACHINERY AND EQUIPMENT AND PARTS THEREOF; SOUND RECORDERS AND 447 2.1 593 24 722 2.6 864 2.9 1,165 4.2
REPRODUCERS, TELEVISION IMAGE AND SOUND RECORDERS AND REPRODUCERS,AND PARTS.

PLASTIC AND ARTICLES THEREOF. 322 1.5 311 1.3 564 2.0 1,120 3.8 869 3.2
NUCLEAR REACTORS, BOILERS, MACHINERY AND MECHANICAL APPLIANCES; PARTS THEREOF. 537 2.5 567 2.3 830 3.0 926 3.1 860 3.1
COTTON. 1,748 8.3 1,421 5.9 1,050 3.7 1,820 6.1 791 2.9
SALT; SULPHUR; EARTHS AND STONE; PLASTERING MATERIALS, LIME AND CEMENT. 566 2.7 576 2.4 689 2.5 695 2.3 623 2.3
IRON AND STEEL 151 0.7 352 1.5 441 1.6 384 1.3 578 2.1
COFFEE, TEA, MATE AND SPICES. 27 0.1 31 0.1 46 0.2 173 0.6 476 1.7
ANIMAL OR VEGETABLE FATS AND OILS AND THEIR CLEAVAGE PRODUCTS; PRE. EDIBLE FATS; 296 14 295 1.2 442 1.6 397 13 395 14
ANIMAL OR VEGETABLE WAXEX.

TANNING OR DYEING EXTRACTS; TANNINS AND THEIR DERI. DYES, PIGMENTS AND OTHER 106 0.5 132 0.5 179 0.6 247 0.8 325 1.2
COLOURING MATTER; PAINTS AND VER; PUTTY AND OTHER MASTICS; INKS.

ESSENTIAL OILS AND RESINOIDS; PERFUMERY, COSMETIC OR TOILET PREPARATIONS. 89 0.4 73 0.3 160 0.6 191 0.6 315 1.1

Source: Ministry of Commerce & Industry, PhillipCapital India Research
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Is Import substitution possible?

Here we look at other trading partners for the top 10 commodities imported from
China (USD mn)

Electrical machinery and equipment and parts thereof; sound recorders and
reproducers, television image and sound recorders and reproducers, and parts

Country 2017-18 %Share  2018-2019 %Share  2019-2020 (P) %Share
CHINA P RP 28,672 59.4 20,628 39.6 19,103 38.8
HONG KONG 1,208 2.5 8,658 16.6 8,703 17.7
VIETNAM SOC REP 1,596 3.3 3,680 7.1 4,010 8.2
SINGAPORE 1,204 2.5 3,111 6.0 2,852 5.8
KOREA RP 2,723 5.6 2,854 5.5 2,815 5.7

Nuclear reactors, boilers, machinery and mechanical appliances; parts thereof

Country 2017-18  %Share 2018-2019 %Share 2019-2020 (P) %Share
CHINA P RP 13,540 35.8 13,384 30.5 13,322 30.7
USA 4,448 11.8 3,585 8.2 4,658 10.7
GERMANY 3,957 10.5 4,550 10.4 3,861 8.9
JAPAN 2,669 7.1 3,413 7.8 3,037 7.0
SINGAPORE 1,096 2.9 2,655 6.1 2,801 6.5

Organic chemicals

Country 2017-18  %Share 2018-2019 %Share  2019-2020 (P) %Share
CHINA P RP 7,092 36.9 8,596 38.4 7,970 40.2
USA 1,226 6.4 1,855 8.3 1,645 83
KOREA RP 1,052 5.5 1,094 4.9 1,244 6.3
SINGAPORE 1,500 7.8 1,807 8.1 1,169 5.9
SAUDI ARAB 1,538 8.0 1,082 4.8 846 43

Natural or cultured pearls, precious or semiprecious stones, precious metals, clad
with precious metal and articles thereof ; imitation jewellery; coin

Country 2017-18 %Share 2018-2019 %Share  2019-2020 (P) %Share
SWITZERLAND 17,254 23.1 15,477 23.9 14,702 27.0
U ARAB EMTS 8,703 11.6 8,595 13.3 7,867 14.4
USA 2,763 3.7 8,230 12.7 6,242 11.5
BELGIUM 4,116 5.5 6,620 10.2 5,124 9.4
HONG KONG 8,709 11.7 5,930 9.2 4,796 8.8

Plastic and articles thereof

Country 2017-18 %Share  2018-2019 %Share  2019-2020 (P)  %Share
CHINA P RP 2,365 17.0 2,723 17.9 2,715 19.1
KOREA RP 1,541 11.1 1,821 11.9 1,609 11.3
USA 989 7.1 1,089 7.1 1,111 7.8
SINGAPORE 912 6.5 1,201 7.9 1,073 7.6
JAPAN 830 6.0 892 5.8 938 6.6
Fertilisers

Country 2017-18 %Share  2018-2019 %Share  2019-2020 (P)  %Share
CHINA P RP 1,072 23.0 2,053 30.8 1,821 27.2
SAUDI ARAB 509 10.9 1,045 15.7 927 13.8
OMAN 469 10.0 395 5.9 694 10.4
RUSSIA 411 8.8 355 5.3 488 7.3
CANADA 304 6.5 387 5.8 340 5.1
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Articles of iron or steel

Country 2017-18 %Share 2018-2019 %Share  2019-2020 (P) %Share
CHINA P RP 1,474 35.1 1,735 34.1 1,589 34.1
KOREA RP 319 7.6 349 6.8 347 7.4
JAPAN 318 7.6 426 8.4 335 7.2
GERMANY 335 8.0 349 6.9 256 5.5
USA 257 6.1 243 4.8 237 5.1

Optical, photographic cinematographic measuring, checking precision, medical or
surgical instruments and apparatus parts and accessories thereof

Country 2017-18 %Share  2018-2019 %Share  2019-2020 (P)  %Share
USA 1,597 18.3 1,513 15.7 1,467 15.9
CHINA P RP 1,663 19.1 1,588 16.5 1,342 14.5
GERMANY 1,173 13.5 1,318 13.7 1,201 13.0
SINGAPORE 431 4.9 839 8.7 879 9.5
JAPAN 701 8.0 754 7.8 704 7.6

Vehicles other than railway or tramway rolling stock, and parts and accessories

thereof

Country 2017-18 %Share 2018-2019 %Share  2019-2020 (P) %Share
CHINA P RP 1,454 24.9 1,521 24.7 1,274 24.3
OREA RP 738 12.6 729 11.8 976 18.6
GERMANY 879 15.0 1,034 16.8 640 12.2
JAPAN 637 10.9 492 8.0 446 8.5
THAILAND 535 9.2 451 7.3 409 7.8
Miscellaneous chemical products

Country 2017-18 %Share  2018-2019 %Share  2019-2020 (P)  %Share
CHINA P RP 1,349 24.5 1,291 21.6 1,205 21.8
USA 869 15.8 960 16.1 896 16.2
INDONESIA 453 8.2 477 8.0 339 6.1
GERMANY 451 8.2 354 5.9 318 5.8
SINGAPORE 225 4.1 329 5.5 310 5.6

Source: Ministry of Commerce & Industry,, PhillipCapital India Research
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Disclosures and Disclaimers

PhillipCapital (India) Pvt. Ltd. has three independent equity research groups: Institutional Equities, Institutional Equity Derivatives, and Private Client Group.
This report has been prepared by Institutional Equities Group. The views and opinions expressed in this document may, may not match, or may be contrary at
times with the views, estimates, rating, and target price of the other equity research groups of PhillipCapital (India) Pvt. Ltd.

This report is issued by PhillipCapital (India) Pvt. Ltd., which is regulated by the SEBI. PhillipCapital (India) Pvt. Ltd. is a subsidiary of Phillip (Mauritius) Pvt. Ltd.
References to "PCIPL" in this report shall mean PhillipCapital (India) Pvt. Ltd unless otherwise stated. This report is prepared and distributed by PCIPL for
information purposes only, and neither the information contained herein, nor any opinion expressed should be construed or deemed to be construed as
solicitation or as offering advice for the purposes of the purchase or sale of any security, investment, or derivatives. The information and opinions contained in
the report were considered by PCIPL to be valid when published. The report also contains information provided to PCIPL by third parties. The source of such
information will usually be disclosed in the report. Whilst PCIPL has taken all reasonable steps to ensure that this information is correct, PCIPL does not offer
any warranty as to the accuracy or completeness of such information. Any person placing reliance on the report to undertake trading does so entirely at his or
her own risk and PCIPL does not accept any liability as a result. Securities and Derivatives markets may be subject to rapid and unexpected price movements
and past performance is not necessarily an indication of future performance.

This report does not regard the specific investment objectives, financial situation, and the particular needs of any specific person who may receive this report.
Investors must undertake independent analysis with their own legal, tax, and financial advisors and reach their own conclusions regarding the appropriateness
of investing in any securities or investment strategies discussed or recommended in this report and should understand that statements regarding future
prospects may not be realised. Under no circumstances can it be used or considered as an offer to sell or as a solicitation of any offer to buy or sell the
securities mentioned within it. The information contained in the research reports may have been taken from trade and statistical services and other sources,
which PCIL believe is reliable. PhillipCapital (India) Pvt. Ltd. or any of its group/associate/affiliate companies do not guarantee that such information is accurate
or complete and it should not be relied upon as such. Any opinions expressed reflect judgments at this date and are subject to change without notice.

Important: These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt and use of the research
report is subject to all aspects of these disclosures and disclaimers. Additional information about the issuers and securities discussed in this research report is
available on request.

Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research report accurately reflect the
research analyst’s personal views about all of the subject issuers and/or securities, that the analyst(s) have no known conflict of interest and no part of the
research analyst’s compensation was, is, or will be, directly or indirectly, related to the specific views or recommendations contained in this research report.

Additional Disclosures of Interest:

Unless specifically mentioned in Point No. 9 below:

1. The Research Analyst(s), PCIL, or its associates or relatives of the Research Analyst does not have any financial interest in the company(ies) covered in
this report.

2. The Research Analyst, PCIL or its associates or relatives of the Research Analyst affiliates collectively do not hold more than 1% of the securities of the
company (ies)covered in this report as of the end of the month immediately preceding the distribution of the research report.

3. The Research Analyst, his/her associate, his/her relative, and PCIL, do not have any other material conflict of interest at the time of publication of this
research report.

4.  The Research Analyst, PCIL, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for
any other products or services from the company(ies) covered in this report, in the past twelve months.

5.  The Research Analyst, PCIL or its associates have not managed or co-managed in the previous twelve months, a private or public offering of securities for
the company (ies) covered in this report.

6.  PCIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party, in
connection with the research report.

7.  The Research Analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report.

8.  The Research Analyst and PCIL has not been engaged in market making activity for the company(ies) covered in the Research report.
9.  Details of PCIL, Research Analyst and its associates pertaining to the companies covered in the Research report:
Sr.no. | Particulars Yes/No
1 Whether compensation has been received from the company(ies) covered in the Research report in the past 12 months for No
investment banking transaction by PCIL
2 Whether Research Analyst, PCIL or its associates or relatives of the Research Analyst affiliates collectively hold more than 1% of No
the company(ies) covered in the Research report
3 Whether compensation has been received by PCIL or its associates from the company(ies) covered in the Research report No
4 PCIL or its affiliates have managed or co-managed in the previous twelve months a private or public offering of securities for the No
company(ies) covered in the Research report
5 Research Analyst, his associate, PCIL or its associates have received compensation for investment banking or merchant banking or No
brokerage services or for any other products or services from the company(ies) covered in the Research report, in the last twelve
months

Independence: PhillipCapital (India) Pvt. Ltd. has not had an investment banking relationship with, and has not received any compensation for investment
banking services from, the subject issuers in the past twelve (12) months, and PhillipCapital (India) Pvt. Ltd does not anticipate receiving or intend to seek
compensation for investment banking services from the subject issuers in the next three (3) months. PhillipCapital (India) Pvt. Ltd is not a market maker in the
securities mentioned in this research report, although it, or its affiliates/employees, may have positions in, purchase or sell, or be materially interested in any
of the securities covered in the report.

Suitability and Risks: This research report is for informational purposes only and is not tailored to the specific investment objectives, financial situation or
particular requirements of any individual recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain investors.
Each investor must make its own determination as to the appropriateness of any securities referred to in this research report based upon the legal, tax and
accounting considerations applicable to such investor and its own investment objectives or strategy, its financial situation and its investing experience. The
value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other financial, economic, or
political factors. Past performance is not necessarily indicative of future performance or results.
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Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that PCIPL and the research analyst believe to be
reliable, but neither PCIPL nor the research analyst represents or guarantees that the information contained herein is accurate or complete and it should not
be relied upon as such. Opinions expressed herein are current opinions as of the date appearing on this material, and are subject to change without notice.
Furthermore, PCIPL is under no obligation to update or keep the information current. Without limiting any of the foregoing, in no event shall PCIL, any of its
affiliates/employees or any third party involved in, or related to computing or compiling the information have any liability for any damages of any kind
including but not limited to any direct or consequential loss or damage, however arising, from the use of this document.

Copyright: The copyright in this research report belongs exclusively to PCIPL. All rights are reserved. Any unauthorised use or disclosure is prohibited. No
reprinting or reproduction, in whole or in part, is permitted without the PCIPL’s prior consent, except that a recipient may reprint it for internal circulation only
and only if it is reprinted in its entirety.

Caution: Risk of loss in trading/investment can be substantial and even more than the amount / margin given by you. Investment in securities market are
subject to market risks, you are requested to read all the related documents carefully before investing. You should carefully consider whether
trading/investment is appropriate for you in light of your experience, objectives, financial resources and other relevant circumstances. PhillipCapital and any of
its employees, directors, associates, group entities, or affiliates shall not be liable for losses, if any, incurred by you. You are further cautioned that
trading/investments in financial markets are subject to market risks and are advised to seek independent third party trading/investment advice outside
PhillipCapital/group/associates/affiliates/directors/employees before and during your trading/investment. There is no guarantee/assurance as to returns or
profits or capital protection or appreciation. PhillipCapital and any of its employees, directors, associates, and/or employees, directors, associates of
PhillipCapital’s group entities or affiliates is not inducing you for trading/investing in the financial market(s). Trading/Investment decision is your sole
responsibility. You must also read the Risk Disclosure Document and Do’s and Don’ts before investing.

Kindly note that past performance is not necessarily a guide to future performance.

For Detailed Disclaimer: Please visit our website www.phillipcapital.in

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report is a product of PhillipCapital (India) Pvt. Ltd. which is the employer of the research analyst(s) who has prepared the research report.
PhillipCapital (India) Pvt Ltd. is authorized to engage in securities activities in India. PHILLIPCAP is not a registered broker-dealer in the United States and,
therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This research report is provided
for distribution to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act
of 1934, as amended (the “Exchange Act”). 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 a
Major Institutional Investor.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the information
provided in this research report should do so only through Rosenblatt Securities Inc, 40 Wall Street 59th Floor, New York NY 10005, a registered broker dealer
in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial
instruments through PHILLIPCAP. Rosenblatt Securities Inc. accepts responsibility for the contents of this research report, subject to the terms set out below,
to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority
(“FINRA”) and may not be an associated person of Rosenblatt Securities Inc. and, therefore, may not be subject to applicable restrictions under FINRA Rules on
communications with a subject company, public appearances and trading securities held by a research analyst account.

Ownership and Material Conflicts of Interest

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,” as determined in accordance with Section 13(d) of the Exchange Act, 1% or more of any of
the equity securities mentioned in the report. Rosenblatt Securities Inc, its affiliates and/or their respective officers, directors or employees may have
interests, or long or short positions, and may at any time make purchases or sales as a principal or agent of the securities referred to herein. Rosenblatt
Securities Inc. is not aware of any material conflict of interest as of the date of this publication

Compensation and Investment Banking Activities

Rosenblatt Securities Inc. or any affiliate has not managed or co- managed a publlc offering of securities for the subJect company in the past 12 months nor
received compensation for investment banking servi
intends to seek compensation for investment banking services from the subJect company in the next 3 months.

Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single recipient. This research report is not
guaranteed to be a complete statement or summary of any securities, markets, reports or developments referred to in this research report. Neither
PHILLIPCAP nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or
opinion in this research report or lack of care in this research report’s preparation or publication, or any losses or damages which may arise from the use of
this research report.

PHILLIPCAP may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates
of PHILLIPCAP.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities
of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S.
securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory
requirements comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other
than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related
financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by PHILLIPCAP with respect
to future performance. Income from investments may fluctuate. The price or value of the investments to which this research report relates, either directly or
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indirectly, may fall or rise against the interest of investors. Any recommendation or opinion contained in this research report may become outdated as a
consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts,
assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior written consent of
PHILLIPCAP and PHILLIPCAP accepts no liability whatsoever for the actions of third parties in this respect.
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