INSTITUTIONAL EQUITY RESEARCH

India Strategy

It’s all about earnings now

INDIA | STRATEGY

Stock returns over the medium to long-term are dictated by corporate earnings. Nominal
GDP growth is another good proxy for long-term equity returns. For India, both factors are
showing a very robust upward trend. While corporate earnings have surprised negatively
in five out of the last six years, the scope for a negative surprise in FY19 is rather slim, as a
favourable base and revival in economic activity provide strong tailwinds. While negative
surprises cannot be completely ruled out, we find that even in a stressed-case scenario,
corporate earnings will grow by 16% yoy in FY19.

With a backdrop of robust corporate earnings, the market debate shifts towards
valuation. Our Equity Risk Premium (ERP) model indicates that for India, the ERP has been
stable in a tight range of 6.5%-7.5% over the last four rather turbulent years. We don’t
expect ERP to breach this range; in fact, we see it hovering largely mid-range. Based on the
ERP model, our one-year forward bear case, base case, and bull case Nifty targets are
9,200, 11,500 and 14,000. Our bear-case target implies a downside of 10% from current
levels, but considering healthy earnings growth, we find this probability to be rather slim.
In fact, we believe that earnings visibility will pull markets higher and that there is a higher
probability of the bull-case scenario with almost 35% upside.

Our key arguments:

Robust corporate earnings growth in FY19 is highly likely: Consensus expects NIFTY index
earnings to grow by 22% in FY19 (in line with our projections). We believe that risks to this
earnings growth are quite low — even in our stressed-case scenario, earnings should grow by
16-18%. For our stressed-case scenario, we cut earnings estimates for companies that are
expecting recovery, including SBIN, Tata Motors, Bharti Airtel, Axis Bank, Ultratech Cement
and Sun Pharma. In 9MFY18, the Nifty’s earnings growth was 17% yoy, which should sustain
in Q4FY18. A low base will help, but management commentary has generally been upbeat
and earnings growth could accelerate. Structural changes in the economy (increasing
formalisation, a pick up in GFCF, and improving capacity utilisation) should fructify in FY19.

Equity risk premium (ERP) for the Indian market is sustainable at current levels: Over the
last one year (after demonetisation), the implied ERP has reduced because of increased
domestic inflows. At 6.7%, ERP is currently at a seven-year low. However, over the last four
years it has been quite stable in a tight band of 6.5% to 7.5%. We believe that the ERP is
quite sustainable at current levels over the medium to long term, because allocation to the
equity asset class is part of the long-term structural theme of a larger formal economy.
While short-term noise could dent valuations, improvement in earnings growth would help
correct any short-term aberrations in ERP.

Our ERP model provides a bull case to bear case range of 14,000 to 9,200: Our bull case
valuation (at the lower end of the ERP, 6.5%), which will be fuelled by a recovery in key
sectors including banking, IT, telecom, and pharmaceuticals as dictated by consensus
earnings, should result in equity assets seeing consistent inflows, resulting in ERP declining
further to ~6%. We believe the bull case has a higher chance of materialising than our bear
case, because even in our bear case, it does not look like earnings growth will be subdued.
Higher ERP of 7.2% which will translate to bear case target of 9,200 is more likely to be
driven by external factors.

Asset allocation in times of volatility: We continue to hold our overarching theme of value
for FY19, notwithstanding higher volatility. We have upgraded the IT sector to buy (increase
our weight for the sector in our model portfolio) while we have reduced our significant
overweight stance in metals and mining. We are maintaining our weights for other value
picks like infrastructure, cement, and telecom.
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Earnings unlikely to surprise negatively in FY19

In FY11-17, Nifty’s EPS grew by just 4.5% and earnings saw significant downgrades

through the years. However, for FY19, consensus expects a high growth at 22%, and a

more reasonable 15% for FY18. In fact, at 20% CAGR, consensus expectations about

NIFTY’s FY17-20 earnings growth trajectory is very robust. This number looks very Even in a stressed-case scenario,
high and experience suggests that chances of downgrades are quite high. However, earnings growth will be robust.
we believe that sluggish earnings growth over FY11-17 has resulted in a favourable

base and therefore chances of downgrades are not very significant; in fact, earnings

growth is more likely to be robust. Our analysts are reasonably confident about the

corporate earnings trend staying strong.

NIFTY earnings growth
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Earnings scenarios: Base, bull, and bear cases — all are in a rather tight band
We build bull, bear, and base case scenarios for Nifty earnings for FY19 and FY20. We The bear-bull case earnings growth is in
take consensus expectations as a base case (consensus is building a strong earnings a tight band of 17-24%.

growth of 22% for FY19). For bull- and bear-case scenarios, we use PhillipCapital
analysts’ expectations of key operating parameters. By tempering expectations in
companies or sectors that are expected to recover we arrive at our bear case.
Significantly lowering the expectations of recovery, results in the bear case for
earnings. Building for earnings upgrade in beaten-down sectors, we arrive at our bull
case (while keeping other parameters constant).

In the backdrop of these scenarios, we find that NIFTY earnings growth is unlikely to
see a huge negative surprise. Even in a bear case scenario, earnings should grow by
about 17% while in the bull case, they should grow 24%; From the last three years,
the base has been quite favourable and earnings growth is only regressing towards
the mean.

Page | 2 | PHILLIPCAPITAL INDIA RESEARCH




P PhillipCapital

INDIA STRATEGY JV14»2:N]3

NIFTY earnings are in a tight band
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EPS growth scenarios

EPS growth (%) FY19E FY20E
Bear Case 17% 14%
Base Case 22% 18%
Bull Case 24% 18%

Source: PhillipCapital India Research Estimates, Bloomberg

Bull Case: We build the bull case thesis by upgrading earnings estimates for IT by 8%,
metals by 5%, ITC by 5%, and M&M by 5%. In the Nifty, the IT sector (with its large
weight) can surprise positively and add meaningful value. We recently upgraded this
sector to overweight from underweight. Click here for a detailed report.

Bear Case: We build the bear case by reducing our estimates for companies that are
recovering including some key names in financials (SBI: -50%, ICICI and Axis Bank: -
20%) and telecom (Bharti Airtel: -50%, Bharti Infratel: -10%), pharma (Sun Pharma
and Dr Reddy’s: -20%), Asian Paints and Ultratech Cement: -10%, and the metals
sector: -5%.
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Implied equity risk premium (ERP) has been stable

The ERP indicates the risks that investors perceive for equity assets. The current
implied risk premium for Nifty is 6.7% (a seven-year low) which suggest that investors
do not perceive the Indian equity assets to be very risky. The ERP declined to less
than 6% in the peak of the 2008 market, which can be considered the ‘irrational
exuberance zone’.

Past movement in ERP
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Besides ERP, market valuations are also dictated by cost of funds, indicated by
government bond yields. The recent surge in Indian bond yields is mainly due to rising
global bond yields and election-year spending (also some domestic technical factors).
Thus, to some extent, the lower ERP is illusory. Current bond yields are 170bps above
the repo rate vs. their long-term historical average of +80bps, indicating significant
rate hikes ahead. We do not expect any major rate hikes for the year, but bond yields
could remain high because of global factors.

Gap between bond yield and repo rate
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If bond yields were to normalise to their historical trend (+80bps vs. repo) then the
equity risk premium would rise to 7.7%, indicating that the market is factoring in
volatility that is similar to the demonetisation period or before the China debt scare
in early 2016. Both instances showed the relative inexpensiveness of the market.
While interest rates could rise with rising global bond yields, most of the challenges
are already factored into the current yields.

According to our Economist, Anjali Verma, bond yields for FY19 will be 7.5-8.0%,
which translates into a cost of equity of 14.5% for FY19. This expectation (of market
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returns) is not at all low in absolute terms. On the other hand, expectations from
other asset classes are quite low, and are unlikely to improve in the near term.
Allocation to equity will continue to be a dominant strategy over the next 12 months.

India cost of equity: Expectations are reasonably high

Cost of equity is a very important measure for investors (it is a basic rate of return
that investors expect from the market before looking at other investment options).
Current cost of equity for India is 14.5% vs. past average of 15.5%. The decline in cost
of equity is somewhat illusory, as the market has seen a rather long period of
subdued earnings growth, which has resulted in expansion of PE multiples, even as
the market P/B is closer to the long-term average. Also, in absolute terms, the cost of
equity for India is reasonably high, which provides valuation comfort.
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ERP and cost-of-equity
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Nifty targets: The good, the bad, and the pragmatic
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Base Case: In the ERP model, we build the NIFTY base case with constant ERP at 6.7%
and three-year earnings CAGR of 17%. Based on this, our December 2018 Nifty target
works out to 11,500.

Bull Case: We build this with our bull-case earnings growth expectations. Higher
earnings would mean recovery in key sectors such as banking, pharmaceuticals, IT,
and telecom, which would not only improve the immediate growth visibility, but also
improve long-term visibility. With this, the ERP would decline. Baking in 6% ERP
would translate to a NIFTY target of 14,000 for December 2018, an upside of 35%

We do not expect major downside for
the market based on the ‘cost-of-equity’
model.
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from current levels. We believe there is a reasonable chance of this materialising as
we expect an overall pick up in the economy, without major inflationary headwinds.

Bear Case: In this case, we assume that the ERP would rise by 100bps to 7.7%
because of an increase in market volatility and no recovery in stressed sectors. With
bear-case NIFTY earnings assumptions, we arrive at the NIFTY target of 9,200 for
December 2018, which implies a 10% downside from current levels. We note that the
downside is limited and that by December 2018, markets would start factoring in
FY20 earnings. The NIFTY at 9,200, implies a P/E of 13x FY20 earnings — and
considering improving GDP, we find the probability of this target materialising
remote.

Near-term earnings momentum to remain strong
The base for Q4FY18 earnings is quite low, and we expect Q3FY18 momentum in
earnings to gain traction in Q4.

Consensus expectations of EPS at Rs 495 for FY18 will translate into 27% earnings Q3 total earnings for NIFTY (not
growth for Q4FY18. While there could be some negative surprises in banking, which adjusted for weights) grew by a robust
would pull down earnings growth, we believe it is still likely to be about 20% in Q4, 15% while NIFTY EPS grew by 26% yoy
which is reasonably strong. Even after Q4, the base for Q1/Q2/Q3 FY19 (considering translating to YTD earnings growth of
Q3FY17 base was very low) is quite benign. Considering this soft base, improving 17%.

nominal GDP growth, and possible recovery in key sectors, we believe earnings

momentum will remain strong, even sequentially.

Nifty EPS trend (yoy %)

EPS growth trend (yoy %)

Q1 Q2 Q3 Q4
FY14 15% 8% 17% 16%
FY15 17% 6% -3% -33%
FY16 2% 0% -10% -2%
FY17 -4% -5% 12% 52%
FY18 7% 15% 26% ?

Source: Bloomberg, PhillipCapital India Research

Nifty actual 9M EPS trend
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Valuation in a volatile market

MSCI India Cyclically Adjusted Price Earnings (CAPE) ratio, popularly known as Shiller
PE, is at 21.4x, at a 9% discount to its long-term average of 23.7x. This parameter
gauges long-term market valuation. Since corporate earnings have been subdued for
a very long time, Shiller PE normalises earnings over the long-term, shedding light on
latent potential or exuberance. The current valuation dictated by Shiller PE indicates
latent potential in the Indian market — earnings are more likely to regress to the long-
term mean from here.
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MSCI Shiller PE is at 21.4x vs. average of 23.7x
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While Shiller dictates long-term valuations, medium-term challenges could be very
different. A look at the NIFTY one-year forward multiple indicates that it is trading
slightly above one standard deviation, but the P/B is trading closer to the mean. This
indicates the price paid to the invested capital.

On P/B, the Indian market is reasonably
valued, and on P/E it is only cyclically
higher, as earnings are closer to the
bottom of the cycle.

Nifty Valuations
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Valuation of mid-caps remains stretched (these are now in a new zone) at 1.83
standard deviation above average on 12-month PE relative to large-caps. On 12-
month forward absolute PE, mid-caps have lost ground by almost 20% in 2018 (from
25.3x to 20.1x in 2018)

Nifty: Mid-cap vs. large-cap
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Election year: Mostly positive rub-off on the markets

What we analysed

e How the Sensex fared since 1979 (10 union/central elections) till date.
e How did the Sensex fare, if bought six months before elections and held till 6
months later (basically, one-year returns).

Key findings

P PhillipCapital

e Returns over one year: 70% of the time, markets have delivered positive returns
(ranging from 10% to almost 80%). Twice, markets delivered negative returns
(First in 1996 — UF government; Second in 1998 - BJP formed the government
with AIDMK support, which it withdrew a few months later).

e Returns pre-elections: 80% of the time, markets delivered positive returns (1%

to 29%).

e Returns after elections: 70% of the time, markets delivered positive returns
(ranging from 4% to 69%).

INDIA STRATEGY JV14»2:N]3

Sensex returns (%) six-months before and six-months after Union elections

6m bef Elec Date 6m latter 6m bef Elec Date 6m latter 6m bef Elec Date 6m latter
Dates 03-07-1979 | 03-01-1980 | 03-07-1980 | 22-06-1984 | 22-12-1984 | 22-06-1985 | 22-05-1989 | 22-11-1989 | 22-05-1990
Sensex 125 118 123 246 272 459 706 712 778
Sensex Retn(%) -5.25 3.81 10.31 68.96 0.84 9.31
Govt Formed Congress National Front
Total Returnin 1 yr -1.44 79.26 10.15

6m bef Elec Date 6m latter 6m bef Elec Date 6m latter 6m bef Elec Date 6m latter
Dates 20-11-1990 | 20-05-1991 | 20-11-1991 | 26-10-1995 | 26-04-1996 | 26-10-1996 | 14-08-1997 | 16-02-1998 | 14-08-1998
Sensex 1265 1284 1911 3409 3765 3251 4321 3450 2969
Sensex Retn(%) 1.51 48.77 10.46 -13.66 -20.16 -13.94
Govt Formed Cong + left United Front NDA

UF formed govt, No big party formed BJP form govt ,AIDMK
govt. 3 PM in 2 yrs BJP failed to form govt withdrew support latter
Devi Gowda and then Gujral became PM

Total Returnin 1 yr 50.28 -3.21 -34.11

6m bef Elec Date 6m latter 6m bef Elec Date 6m latter 6m bef Elec Date 6m latter
Dates 05-03-1999 | 05-09-1999 | 06-03-2000 | 20-10-2003 | 20-04-2004 | 20-10-2004 | 16-10-2008 | 16-04-2009 | 16-10-2009
Sensex 3649 4710 5521 4852 5805 5673 10581 10947 17323
Sensex Retn(%) 29.07 17.21 19.65 -2.27 3.46 58.24
Govt Formed NDA UPA UPA
Total Returnin 1yr 46.29 17.38 61.69

6m bef Elec Date 6m latter

Dates 15-11-2013 15-05-2014 15-11-2014
Sensex 20399 23905 28177
Sensex Retn(%) 17.19 17.87
Govt Formed NDA
Total Returnin 1 yr 35.06

Page | 9 | PHILLIPCAPITAL INDIA RESEARCH




INDIA STRATEGY JV14»2:N]3

P PhillipCapital

Sectors/stocks that have given positive returns (%) six months before elections

Sectors Pre Budget return in % (6 m before Election) 2014 2009 2004 1999
AUTO Ashok Leyland Ltd 69 0 22 236
Motherson Sumi Systems Ltd 55 21 33 89
Mahindra & Mahindra Ltd 19 0 50 58
Hero MotoCorp Ltd 19 28 48 68
Banks ICICI Bank Ltd 33 3 41 1
FMCG ITC Ltd 17 19 23 2
Dabur India Ltd 14 22 28 44
Cement Shree Cement Ltd 41 70 80 193
ACC Ltd 32 18 28 122
Ambuja Cements Ltd 24 31 40 74
CAP Goods Bharat Heavy Electricals Ltd 61 24 39 33
Siemens Ltd 48 1 112 68
Larsen & Toubro Ltd 47 1 43 65
Bharat Electronics Ltd 24 31 11 66
Metals Vedanta Ltd 1 31 51 39
0&G Hindustan Petroleum Corp Ltd 79 16 54 27
Indian Oil Corp Ltd 56 9 57 51
Bharat Petroleum Corp Ltd 50 9 55 40
Oil & Natural Gas Corp Ltd 40 6 38 77
Reliance Industries Ltd 24 25 15 21
Pharma Aurobindo Pharma Ltd 118 24 13 40
Power Tata Power Co Ltd 15 9 78 16
Logistics Container Corp Of India Ltd 46 7 52 82

Page | 10 | PHILLIPCAPITAL INDIA RESEARCH



INDIA STRATEGY JV14»2:N]3

P PhillipCapital

Model portfolio changes

e We upgraded the IT sector and added HCL Tech (3.5%) and TCS (2.8%) to our
portfolio.

e Added 30bps to ITC, considering valuation comfort.

e Sold PNB (0.9%) — left with no choice on this. Sold Hindalco Industries (2.1%), as a
strategy to reduce weight in the metals portfolio.

e Reduced the weight of Bajaj Electricals to 1.5% from 2.5%, as the stock has seen
a strong price rally.

e Reduced positions in metals: JSW steel (to 2% from 2.6%), Tata Steel (to 2.5%
from 3.7%), and Vedanta (to 1.5% from 2.1%).

e  Cut Bharti Airtel’s position marginally by 30bps.

We're currently overweight on materials, telecom, and consumer discretionary and
equal-weight on IT, healthcare, and consumer staples (we upgraded the IT sector).

PC portfolio overweight/underweight position vs. Nifty

Energy 5.5%

Financials -3.8%

Industrials -1.3% PC Portfolio Overweight/Under
IT -0.5% Weight position vs Nifty
Health care -0.5%
Cons Stap L0.2%
Utilities 0.0%
Cons Disc 1.9%
Telecom 355

Materials 5.4%

-6.0% -4.0% -2.0% 0.0% 2.0% 4.0% 6.0%

Source: Bloomberg
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Model portfolio

EPS (Rs) EPS Growth (%) P/E (x)

Company Weight FY17 FY18E FY19E FY17 FY18E FY19E FY17 FY18E FY19E
FMCG 9.4%

HUL 2.5% 20 22 29 3% 9% 34% 66 61 45
Bajaj Electricals 1.5% 11 15 22 -2% 41% 46% 54.3 384 26
ITC 5.4% 9 9 10 10% 7% 11% 31.0 29.1 26
Automobile 8.1%

Maruti 4.2% 243 263 325 61% 8% 23% 36.3 33.5 27
Tata motors 1.6% 19 29 52 -46% 56% 78% 19.0 12.2 7
Bajaj Auto 2.3% 132 147 180 5% 11% 23% 22.4 20.2 16
IT 12.5%

Infy 6.2% 63 75 72 7% 19% -3% 18.8 15.9 16
TCS 2.8% 133 134 149 9% 1% 11% 23 23 21
HCL 3.5% 60 63 67 55% 5% 7% 16 15 14
Pharmaceuticals 3.5%

Sun Pharma 2.5% 28 13 20 16% -53% 55% 18.5 39.5 25
Aurobindo 1.0% 39 44 50 13% 10% 15% 14.8 13.4 12
Cement 3.7%

Ultratech 2.6% 99 98 137 19% -1% 40% 42.2 42.7 31
Dalmia Bharat 1.1% 39 63 88 80% 62% 41% 73.3 45.3 32
Metals & Mining 9.0%

Tata Steel 2.5% 41 74 84 334% 78% 15% 15.1 8.5 7
JSW Steel 2.0% 14 20 29 150% 40% 43% 21 15 10
NTPC 3.0% 13 14 16 5% 6% 19% 13.2 12.4 10
Vedanta 1.5% 15 23 36 43% 52% 59% 21.0 13.8 9
Industrial 4.7%

L&T 2.3% 42 53 61 43% 24% 16% 31.0 24.9 21
NCC 2.4% 5 6 7 2% 26% 26% 26.3 20.9 17
Finance 31.2%

Axis bank 3.3% 35 15 25 11% -55% 61% 15.0 33.8 21
indusind bank 3.5% 48 60 74 25% 25% 23% 36.2 29.0 24
SBI 3.4% (2) 4 19 -115% -286% 361% (115.5) 62.3 13
Cholamadalam Fin 2.9% 36 46 57 20% 26% 24% 39.7 31.4 25
HDFC Ltd 5.7% 47 68 67 4% 46% -2% 39.7 27.2 28
HDFC bank 6.7% 57 65 81 17% 15% 24% 32.9 28.5 23
ICICI Bank 5.7% 17 11 13 1% -34% 18% 17.9 27.2 23
Oil & Gas 7.3%

Reliance Industries 7.3% 101 50 53 18% -51% 6% 9.2 18.7 18
Telecom 7.9%

Bharti Infratel 1.0% 15 17 19 18% 13% 12% 22.9 20.3 18
Bharti Airtel 3.0% 13 2 16 37% -85% 679% 31.5 209.3 27
Idea 1.5% (1) (12) (13) -115% 974% 91% (70.7) (6.6) (6)
Zee Entertainment 2.4% 13 14 17 32% 9% 23% 45.4 41.5 34
Others 2.7%

Aarti Ind 2.7% 38 41 55 23% 5% 35% 30.1 28.5 21

Source: Bloomberg
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Appendix
Bond yield vs. earning yield
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Source: Bloomberg, PhillipCapital India Research

Gap between the bond yield and earning yield has widened
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Nifty performance in a volatile market
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Nifty performance after gap between bond yield and earnings yield at current level

Date 1 month 3 month 6 month 12 Months
05-10-2007 12.8% 21.0% -10.4% -25.8%
09-04-2010 -3.1% -0.2% 13.8% 10.2%
11-10-2010 1.0% -6.1% -5.7% -20.3%
15-05-2014 5.9% 9.4% 17.3% 16.9%
Average 4.1% 6.0% 3.8% -4.8%
% of Rise 75% 50% 50% 50%
Bond yield performance after threshold date
Date 1 month 3 month 6 month 12 Months
05-10-2007 -0.06% -0.18% 0.03% 0.71%
09-04-2010 -0.2% -0.24% 0.09% 0.09%
11-10-2010 0.1% 0.25% 0.00% 0.57%
15-05-2014 -0.2% -0.27% -0.56% -0.90%
Average -0.1% -0.1% -0.1% 0.1%
% Fall 75% 75% 25% 25%
Oil price performance after threshold dates
Date 1 month 3 month 6 month 12 Months
05-10-2007 14.69% 22.67% 32.95% 19.11%
09-04-2010 -7.7% -11.09% -0.94% 42.71%
11-10-2010 6.1% 14.31% 48.09% 26.29%
15-05-2014 2.7% -7.63% -29.45% -41.23%
Average 3.9% 4.6% 12.7% 11.7%
Earning yield after threshold dates
Date 1 month 3 month 6 month 12 Months
05-10-2007 -0.5% -0.6% 1.4% 3.3%
09-04-2010 0.2% 0.3% -0.1% 0.5%
11-10-2010 0.0% 0.6% 0.7% 2.4%
15-05-2014 -0.3% -0.3% -0.5% -0.2%
Average -0.1% 0.0% 0.4% 1.5%

Source: Bloomberg, PhillipCapital India Research
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Rating Methodology

We rate stock on absolute return basis. Our target price for the stocks has an investment horizon of one year.

Rating Criteria Definition

BUY >=+15 Target price is equal to or more than 15 of current market price
NEUTRAL -15>to<+15 Target price is less than +15 but more than -15

SELL <=-15 Target price is less than or equal to -15.

Management

Vineet Bhatnagar (Managing Director)

Kinshuk Bharti Tiwari (Head — Institutional Equity)
Jignesh Shah (Head — Equity Derivatives)

(91 22) 2483 1919
(91 22) 6246 4101
(91 22) 6667 9735

Research

Automobiles Engineering, Capital Goods Pharma & Specialty Chem

Dhawal Doshi (9122) 6246 4128 Jonas Bhutta (9122) 6246 4119 Surya Patra (9122) 6246 4121
Nitesh Sharma, CFA (9122) 6246 4126 Vikram Rawat (9122) 6246 4120 Mehul Sheth (9122) 6246 4123
Agro Chemicals IT Services Raag Haria (9122) 6667 9943
Varun Vijayan (9122) 6246 4117 Vibhor Singhal (9122) 6246 4109 Strategy

Banking, NBFCs Shyamal Dhruve (9122) 6246 4110 Naveen Kulkarni, CFA, FRM (9122) 6246 4122
Manish Agarwalla (9122) 6246 4125 Infrastructure Neeraj Chadawar (9122) 6246 4116
Pradeep Agrawal (9122) 6246 4113 Vibhor Singhal (9122) 6246 4109 Telecom

Paresh Jain (9122) 6246 4114 Logistics, Transportation & Midcap Naveen Kulkarni, CFA, FRM (9122) 6246 4122
Consumer & Retail Vikram Suryavanshi (9122) 6246 4111 Technicals

Naveen Kulkarni, CFA, FRM (9122) 6246 4122 Media Subodh Gupta, CMT (9122) 6246 4136
Preeyam Tolia (9122) 6246 4129 Naveen Kulkarni, CFA, FRM (9122) 6246 4122 Production Manager

Vishal Gutka (9122) 6246 4118 Vishal Gutka (9122) 6246 4118 Ganesh Deorukhkar (9122) 6667 9966
Akshay Mokashe (9122) 6246 4130 Metals Editor

Cement Dhawal Doshi (9122) 6246 4128 Roshan Sony 98199 72726
Vaibhav Agarwal (9122) 6246 4124 Vipul Agrawal (9122) 6246 4127 Sr. Manager - Equities Support

Economics Mid-Caps Rosie Ferns (9122) 6667 9971
Anjali Verma (9122) 6246 4115 Deepak Agarwal (9122) 6246 4112

Sales & Distribution Corporate Communications

Ashvin Patil (9122) 6246 4105 Asia Sales Zarine Damania (9122) 6667 9976
Kishor Binwal (9122) 6246 4106 Dhawal Shah 8522 277 6747

Bhavin Shah (9122) 6246 4102 Sales Trader

Ashka Mehta Gulati (9122) 6246 4108 Dilesh Doshi (9122) 6667 9747 Execution

Archan Vyas (9122) 6246 4107 Suniil Pandit (9122) 6667 9745 Mayur Shah (9122) 6667 9945

SINGAPORE: Phillip Securities Pte Ltd
250 North Bridge Road, #06-00 RafflesCityTower,
Singapore 179101
Tel : (65) 6533 6001 Fax: (65) 6535 3834
www.phillip.com.sg
JAPAN: Phillip Securities Japan, Ltd
4-2 Nihonbashi Kabutocho, Chuo-ku

Tokyo 103-0026

Tel: (81) 33666 2101 Fax: (81) 3 3664 0141
www.phillip.co.jp

THAILAND: Phillip Securities (Thailand) Public Co. Ltd.

15th Floor, VorawatBuilding, 849 Silom Road,
Silom, Bangrak, Bangkok 10500 Thailand
Tel (66) 2 2268 0999 Fax: (66) 2 2268 0921
www.phillip.co.th
UNITED STATES: Phillip Futures Inc.
141 W Jackson Blvd Ste 3050
The Chicago Board of TradeBuilding
Chicago, IL 60604 USA

Tel (1) 312 356 9000 Fax: (1) 312 356 9005

Page | 15 | PHILLIPCAPITAL INDIA RESEARCH

Contact Information (Regional Member Companies)

MALAYSIA: Phillip Capital Management Sdn Bhd

B-3-6 Block B Level 3, Megan Avenue I,

No. 12, Jalan Yap Kwan Seng, 50450 Kuala Lumpur

Tel (60) 3 2162 8841 Fax (60) 3 2166 5099
WWW.poems.com.my
INDONESIA: PT Phillip Securities Indonesia
ANZTower Level 23B, JI Jend Sudirman Kav 33A,
Jakarta 10220, Indonesia
Tel (62) 21 5790 0800 Fax: (62) 21 5790 0809

www.phillip.co.id

FRANCE: King & Shaxson Capital Ltd.
3rd Floor, 35 Rue de la Bienfaisance

75008 Paris France

Tel (33) 1 4563 3100 Fax : (33) 1 4563 6017
www.kingandshaxson.com

AUSTRALIA: PhillipCapital Australia
Level 10, 330 Collins Street
Melbourne, VIC 3000, Australia
Tel: (61) 3 8633 9800 Fax: (61) 3 8633 9899
www.phillipcapital.com.au

INDIA

PhillipCapital (India) Private Limited
No. 1, 18th Floor, Urmi Estate, 95 Ganpatrao Kadam Marg, Lower Parel West, Mumbai 400013 Tel: (9122) 2483 1919 Fax: (9122) 6667 9955 www.phillipcapital.in

HONG KONG: Phillip Securities (HK) Ltd

11/F United Centre 95 Queensway Hong Kong

Tel (852) 2277 6600 Fax: (852) 2868 5307

www.phillip.com.hk

CHINA: Phillip Financial Advisory (Shanghai) Co. Ltd.
No 550 Yan An East Road, OceanTower Unit 2318
Shanghai 200 001
Tel (86) 21 5169 9200 Fax: (86) 21 6351 2940
www.phillip.com.cn

UNITED KINGDOM: King & Shaxson Ltd.

6th Floor, Candlewick House, 120 Cannon Street
London, EC4N 6AS
Tel (44) 20 7929 5300 Fax: (44) 20 7283 6835

www.kingandshaxson.com

SRI LANKA: Asha Phillip Securities Limited

Level 4, Millennium House, 46/58 Navam Mawatha,

Colombo 2, Sri Lanka
Tel: (94) 11 2429 100 Fax: (94) 11 2429 199
www.ashaphillip.net/home.htm
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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

For U.S. persons only: 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. 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 PhillipCapital (India) Pvt Ltd. 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 the 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 a Major Institutional Investor.

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, PhillipCapital (India) Pvt Ltd. has entered into an agreement with a U.S. registered broker-dealer, Decker & Co, LLC.
Transactions in securities discussed in this research report should be effected through Decker & Co, LLC or another U.S. registered broker dealer.

If Distribution is to Australian Investors
This report is produced by PhillipCapital (India) Pvt Ltd and is being distributed in Australia by Phillip Capital Limited (Australian Financial Services Licence No.
246827).

This report contains general securities advice and does not take into account your personal objectives, situation and needs. Please read the Disclosures and
Disclaimers set out above. By receiving or reading this report, you agree to be bound by the terms and limitations set out above. Any failure to comply with
these terms and limitations may constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced,
distributed or published by you in whole or in part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the
sender immediately.

PhillipCapital (India) Pvt. Ltd.
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