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EQUITY MARKETS

Change, %

India 19-Feb 1-day 1-mo 3-mo

Sensex 9,043    0.3     (3.1)    3.1       

Nifty 2,789    0.5     (2.0)    5.9       

Global/Regional indices

Dow Jones 7,466    (1.2)    (9.8)    (6.6)     

FTSE 4,018    0.3     (2.2)    0.3       

Nikkie 7,455    (1.4)    (7.6)    (3.2)     

Hang Seng 12,757  (2.0)    (1.6)    3.7       

KOSPI 1,078    (2.7)    (4.4)    13.6     

Value traded - India

Moving avg, Rs bn

19-Feb 1-mo 3-mo

Cash (NSE+BSE) 91.4      114.4 66.1     

Derivatives (NSE) 306.4    264.6 417      

Deri. open interest 607.8    532 531      

News Roundup

Corporate

In a desperate bid to save a big-ticket sponsorship, both Sony Entertainment
(now Multi Screen Media) and the Indian Premier League (IPL) are believed
to have made revised offers to BIG TV — the DTH arm of the Reliance ADA
Group. The move comes in the wake of Airtel DTH’s refusal to buy the currently
vacant on-ground rights following BIG TV’s exit. Sony also fears that the IPL
broadcasting rights may go to ESPN. (BS)

The Insurance Regulatory and Development Authority (IRDA) is all set to
come out with merger and acquisition (M&A) norms by the end of next month
that would facilitate consolidations in the sector. (BS)

Sajjan Jindal-promoted JSW Group has cancelled over Rs100 crore worth of
construction works given to fraud-hit Satyam’s infrastructure arm Maytas
Infra. (BS)

Tata Consultancy Services Ltd (TCS), has put at least 1,000 employees on so-
called performance improvement plans, joining rival Infosys Technologies Ltd,
which has around 2,000 employees on similar plans, as the perform-or-perish
culture catches up with India in the wake of the economic slowdown that has
crimped growth across businesses. (Mint)

Economic and political

Technology spending by Indian firms will grow by 5.5% in 2009, a drop by more
than half, as it faces the impact of slowing local economy and a global
economic downturn, technology researcher Gartner Inc said on Thursday. Indian
firms saw a 13% increase in IT budgets in 2008 and a 16% jump a year ago.
(Mint)

Companies can bring in foreign capital by issuing partly paid-up shares if these
are converted into fully paid-up shares in 18 months, a  senior government
official said. A recent ruling by the Foreign Investment Promotion Board (FIPB),
the government body that clears foreign investment proposals, has removed
ambiguities in the rules regarding partly-paid equities. (ET)

Source: ET = Economic Times, BS = Business Standard, FE = Financial Express, BL = Business Line.
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Forex/money market

Change, basis points

19-Feb 1-day 1-mo 3-mo

Rs/US$ 49.6       0 43       (53)       

10yr govt bond, % 6.0         (4)        27       (131)     

Commodity market
Change, %

19-Feb 1-day 1-mo 3-mo

Gold (US$/OZ) 973.5     (0.1) 13.6 30.7

Silver (US$/OZ) 14.1       0.4 26.0 57.1

Crude (US$/BBL) 40.9       (1.0) (4.1) (10.2)

Net investment (US$mn)

18-Feb MTD CYTD

FIIs (108)       (102)    (1,155)

MFs (22)         (251)    (433)     

Top movers -3mo basis

Change, %

Best performers 19-Feb 1-day 1-mo 3-mo

Jindal Steel & Powe 999        (0.5)     15.8    50.8     

Steel Authority Of In 82          (1.5)     4.0      39.8     

Acc Limited 547        (2.5)     12.8    34.2     

Bajaj Auto Limited 497        0.3      8.9      44.1     

Power Finance Corp 142        2.4      4.9      40.0     

Worst performers

Housing Developme 79          -     (24.0)   (9.6)      

Satyam Computer S 46          (4.8)     72.1    (80.2)    

Glenmark Pharmac 139        0.2      (44.2)   (54.9)    

Aban Offshore Limit 382        (3.7)     (35.3)   (48.9)    

Punj Lloyd Limited 86          (0.3)     (21.8)   (39.7)    
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ICICI Bank: NPL concerns increase; cutting estimates and target price;
retain ADD

Manish Karwa : manish.karwa@kotak.com, +91-22-6634-1350

Ramnath Venkateswaran : ramnath.venkateswaran@kotak.com, +91-22-6634-1240

• Newspapers report that some borrowers are under stress and could become NPLs

• We are increasing our estimates for potential slippages and NPLs for ICICI Bank for
FY2010E and FY2011E. Cutting earnings estimates by 4%

• Retain ADD rating with price target of Rs465 (earlier Rs500)

We are increasing our delinquency estimates for ICICI Bank. Earlier, we were of the view
that since ICICI Bank has slowed its asset growth significantly, it might not face increased
NPL issues in FY2010 and NPLs might peak in FY2009. However we now assume
delinquencies to be at 2.7% in FY2010E (as compared to 2.3% earlier). This shall result in
gross NPLs rising by 6.7% (assuming ICICI Bank does not write off loans) and net NPLs
rising to 2.9% in FY2010E. Consequently, we are assuming higher NPL provisions and we
cut our estimates by 4% for FY2010. We retain our ADD rating with a revised price target
of Rs465. Valuations are inexpensive at 0.6X PBR and 7.3XPER FY2010E.

NPLs risks increase with new developments. As new developments unfold, the risk of
NPLs for ICICI Bank may further increase. We understand that some entities are reportedly
under stress. While there is no official word on the exact exposures to such entities (due to
client confidentiality) and about the nature of security the bank is holding against the
loans, we believe the stressed entities could potentially impact profitability for ICICI Bank.

Guarantees are already getting invoked by lenders. Media reports suggest that IFCI
has already invoked guarantee of about Rs950 mn against ICICI Bank . If more guarantees
are invoked, it would negatively affect the bank.

Slippages likely to be higher for ICICI Bank compared to our earlier expectations.
As ICICI Bank had already slowed down its growth significantly and had been recognizing
NPLs much earlier than the system, we were expecting slippages to peak in FY2009E.
However, with the latest developments, we believe the NPL stress is likely to be prolonged
for ICICI Bank. We are increasing our estimates for slippages to 2.7% in FY2010E and
FY2011E, as against our earlier estimates of 2.3%. As a result, we are also increasing our
provisioning requirement for ICICI Bank by 6-7% in FY2009E and FY2010E.

Earnings cut by 4% in FY2010E to factor in higher NPL provisioning; Reducing
target price as well. We are reducing our earnings estimates for ICICI Bank by 4% in
order to factor in higher NPL provisioning. We are building in NPL provisions of 1.7% of
assets for ICICI Bank in FY2010E.

Shareholding, December 2008

% of Over/(under)
Pattern Portfolio weight

Promoters -     -        -               

FIIs 63.7    7.4         5.6                

MFs 7.9      4.3         2.5                

UTI -     -        (1.9)               

LIC 8.8      3.8         2.0                

Banking

ICBK.BO, Rs362
Rating

Sector coverage view

Target Price (Rs) 465     

52W High -Low (Rs) 1213 - 282

Market Cap (Rs bn) 402.2

Financials
March y/e 2008 2009E 2010E

Sales (Rs bn) 160.5 162.0 174.3

Net Profit (Rs bn) 41.6    38.2    36.5    

EPS (Rs) 39.9    34.3    32.8    

EPS gth 15.4    (14.0)   (4.5)     

P/E (x) 9.1      10.5    11.0    

P/B (x) 0.9      0.8      0.8      

Div yield (%) 3.1      2.8      2.5      

Attractive

ADD

Pricing performance

Perf-1m Perf-3m Perf-6m Perf-1y

(8.8)               13.1         (46.7)        (69.1)        
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Incremental delinquencies continue to remain high
Incremental slippage as proportion of opening advances, March fiscal year-ends, 2004-2011E (%)

Source: Company, Kotak Institutional Equities estimates.
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Net NPLs to rise fast, on back of high slippages
Net NPLs as proportion of loans, March fiscal year-ends, 2004-2011E (%)

Source: Company, Kotak Institutional Equities estimates.
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NPLs have been showing a steady increase since 3QFY07
Movement in NPLs and provisions, March fiscal year-ends, 1QFY07-3QFY09 (Rs bn)

1QFY07 2QFY07 3QFY07 4QFY07 1QFY08 2QFY08 3QFY08 4QFY08 1QFY09 2QFY09 3QFY09
Gross NPLs 33         37           44           49           60           67           72           84           93           103         96           
Provisions and w/off 20         22           25           28           33           37           39           48           52           60           52           
Net NPLs 13         15           19           20           27           30           33           36           41           43           45           

Source: Company.
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ICICI Bank (Old and new estimates)
March fiscal year-ends, 2009-2011E (Rs mn)

Old estimates New estimates % change in estimates
2009E 2010E 2011E 2009E 2010E 2011E 2009E 2010E 2011E

Net interest income 81,782 87,319 105,575 81,782 87,262 105,410           -            (0.1)          (0.2)
Spread 1.7 1.9 2.3 1.7 1.9 2.3 
NIM (%) 2.3 2.5 2.8 2.30 2.48 2.82 
Customer assets (Rs bn) 2,291 2,417 2,712 2,291 2,417 2,712           -               -               -   

Loan loss provisions 37,836 36,255 37,266 37,836 38,521 39,751           -             6.3           6.7 
Other income 80,257 87,012 98,063 80,257 87,012 98,063           -               -               -   

Fee income 59,977 66,462 76,908 59,977 66,462 76,908           -               -               -   
Treasury income 8,000 8,000 8,000 8,000 8,000 8,000           -               -               -   

Operating expenses 71,171 84,358 100,326 71,171 84,358 100,326           -               -               -   
Employee expenses 20,258 22,165 26,532 20,258 22,165 26,532           -               -               -   

PBT 51,618 52,305 64,632 51,618 49,982 61,983           -            (4.4)          (4.1)
Tax 13,421 14,122 18,097 13,421 13,495 17,355           -            (4.4)          (4.1)
Net profit 38,198 38,183 46,535 38,198 36,487 44,627           -           (4.4)         (4.1)
PBT-treasury+provisions 89,723 90,865 111,582 81,455 80,503 93,733        (9.2)       (11.4)       (16.0)

Source: Kotak Institutional Equities estimates.

SOTP valuation of ICICI Bank

ICICI Share (%) FY2010 Valuation methodoly adopted
Value of ICICI standalone 100 301 Based on Residual growth model
Subsidiaries

ICICI Financial Services 94 139 
ICICI Prudential Life 74* 115 14X NBAP, margin assumed is 12.7%
General Insurance 74* 9 1X FY2008 PBR
Mutual Fund 51* 15 3% of AUMs 

Other subsidiaries/associates
ICICI Securities Ltd 100 7 PER of 5X FY2008 EPS 
ICICI Securities  Primary Dealer 100 1 PBR of 1X FY2008 BVPS 
ICICI Homes Ltd 100 8 PBR of 1X FY2008 BVPS 
ICICI Bank UK 100 0 NA
ICICI Bank Canada 100 0 NA
ICICI Bank Euroasia 100 0 NA
Venture capital/MF 100 9 10% of AUM of US$2 bn 

Value of subsidiaries 164 `
Value of company 465

Source: Company, Kotak Instititional Equities estimates.

Forecasts and valuation for ICICI Bank
March fiscal year-ends, 2005-2011E

PAT EPS P/E BVPS P/B RoE
EPS excl. 
dividend 

P/E 
(standalone)

BVPS 
(standalone)

P/B 
(standalone)

(Rs bn) (Rs) (X) (Rs) (X) (%) (Rs) (X) (Rs) (X)
2005 20.1 27.2  13.6        170         2.2          19.5        24.7             8.3                     142                    1.4                     
2006 25.4 32.8  11.3        250         1.5          14.6        28.4             7.2                     217                    0.9                     
2007 31.1 34.6  10.7        270         1.4          13.4        29.6             6.9                     225                    0.9                     
2008 41.6 39.9  9.3          418         0.9          11.7        28.9             7.1                     341                    0.6                     
2009E 38.2 34.3  10.8        440         0.8          8.0          29.4             7.0                     334                    0.6                     
2010E 36.5 32.8  11.3        462         0.8          7.3          27.4             7.5                     343                    0.6                     
2011E 44.6 40.1  9.2          490         0.8          8.4          34.1             6.0                     367                    0.6                     

Source: Company, Bloomberg, Kotak Institutional Equities.
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CESC: Buy for extant power business; retain target price of Rs385/
share

Aman Batra : aman.batra@kotak.com, +91-22-6634-1231

Murtuza Arsiwalla : murtuza.arsiwalla@kotak.com, +91-22-66341-125

• High profitability and good growth visibility for power business

• Curtailing losses in retail - assumed funding from cash surplus in power business

• Retain BUY rating with SOTP-based target price of Rs385/share

We like CESC's regulated power business with high profitability and good visibility in
growth and retain our BUY rating with an SOTP-based target price of Rs385/share. Our
target price is essentially the value of power business and surplus cash after factoring in
funding support of Rs5.7 bn for the losses being incurred in retail business. CESC earns an
effective RoE in excess of 20% on the power business as it gets to keep part of the savings
from operating efficiencies and part-profits from export of surplus power. With large capex
approved in T&D by the regulator, we estimate the return-yielding equity to increase at a
CAGR of 15% during FY2008-11E. We retain our EPS estimates of Rs31.9 for FY2009E
and Rs36.9 for FY2010E. The stock is currently trading below its FY2009E book value of
Rs232/share (net of revaluation reserves).

Regulated power business earning effective RoE in excess of 20%, regulated
equity base expected to increase at a CAGR of 15% during FY2008-11E. CESC is
entitled for 15% RoE on the invested equity in distribution (compared to 14% for
generation) and gets to keep the savings from lower-than-targeted A,T&C losses. CESC
also retains part of the savings made by operating better-than-stipulated benchmarks (of
PLF, auxiliary consumption and station heat rate etc.) and shares the balance with
consumers. The performance-linked incentive structure, along with the benefits from
export sales (by keeping 40% of profits made from exports sales), enables CESC to earn
effective RoE in excess of 20%. CESC’s tariffs are regulated by WBERC, with the current
tariffs determined under the multi-year tariff (MYT) order applicable from FY2009-11E. We
believe the WBERC may not immediately revisit the return formula in light of the enhanced
equity returns being prescribed by the CERC and will likely revise the returns applicable for
CESC in the next MYT order.

CESC’s regulated power business also offers high growth visibility—reinvestments in
upgrading and strengthening the T&D network and periodic generation capacity addition
(Budge Budge 3 is under construction and Haldia 1 has most clearances in place). CESC’s
regulated equity base is likely to grow at a CAGR of 15% FY2008-11E. The regulator has
approved a capital expenditure of Rs30 bn during FY2009-11E for distribution while the
commissioning of Budge Budge -3 will increase the return-earning book invested in
generation.

Core regulated business is insulated from interest rate and forex rate fluctuations.
CESC’s regulated power business is insulated from uncertainties inherent in the IPP or the
merchant power model—variations in interest rate and forex rates. Direct exposure to retail
customers also ensures low credit risk with the additional facility of recovering legitimate
bad debts through tariffs. The ability to sell surplus power from generation assets after
meeting the requirements of the distribution business gives CESC the benefit from high
merchant rates as well. We value CESC’s core power generation-distribution business in
Kolkata using DCF-equity at Rs286/share—implied P/B of 2.1X on FY2009E invested book.

Shareholding, December 2008

% of Over/(under)
Pattern Portfolio weight

Promoters 52.5    -        -               

FIIs 19.9    0.1         0.0                

MFs 12.0    0.4         0.3                

UTI -     -        (0.1)               

LIC 3.8      0.1         (0.0)               

Utilities

CESC.BO, Rs209
Rating

Sector coverage view

Target Price (Rs) 385     

52W High -Low (Rs) 592 - 165

Market Cap (Rs bn) 26.1

Financials
March y/e 2008 2009E 2010E

Sales (Rs bn) 27.7 29.5 32.3

Net Profit (Rs bn) 3.3      4.0      4.6      

EPS (Rs) 27.8    31.9    36.9    

EPS gth (24.0)   15.3    16.3    

P/E (x) 7.5      6.5      5.6      

EV/EBITDA (x) 3.9      3.7      4.8      

Div yield (%) 1.9      2.2      2.5      

BUY

Attractive

Pricing performance

Perf-1m Perf-3m Perf-6m Perf-1y

(14.6)             3.8           (40.1)        (58.8)        
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Spencer Retail—restricting investments, curtailing losses, improving product mix.
Spencer Retail (95% subsidiary of CESC) has revised its growth plans taking cognizance of
changing business environment and cash-flow constraints. The strategy is to improve the
profitability by shutting down smaller loss-making formats while trying to improve sales
mix in large-format stores. Our financial projections for the retail business factor in—(1)
closure of 0.15 mn sq. ft of retail space in small-format stores, (2) improving sales in
existing stores, and (3) shift of product mix in favor of apparels (higher margin segment).
We note that apparels currently contribute less than 5% of the total sales for Spencers
(substantially lower than industrial peers such as Pantaloon and Vishal Retail). During
FY2008, Spencer Retail incurred an EBITDA loss of Rs1.1 bn on store sales of Rs7.68 bn.
We expect the retail business to continue to make EBITDA loss and have factored in the
cash flows required to support it to come from power business.

Reiterate BUY rating with SOTP-based target price of Rs385/share. Our SOTP-based
target price of Rs385/share is essentially the value of the core power business valued using
DCF and cash. Our valuation does not include any value for real estate or retail business
and we have reduced the cash balance for Rs5.7 bn cash funding requirement in the retail
business from CESC’s net cash balance.

• We value the core power generation, transmission and distribution business in
Kolkata at Rs286/share using DCF-equity implying ~2.1X P/B FY2009E. We use a cost
of equity of 12% and terminal year growth of 2%. We estimate a steady increase in the
regulated equity base in distribution that will drive steady earnings growth apart from
step-improvement due to generation capacity addition.

• New generation projects to provide upside. We note good visibility in new
generation project for CESC at Haldia (600 MW). DCF-equity value for the Haldia
project contributes Rs72/share to our target price. We note the equity required for the
Haldia phase 1 project has already been raised by the company. CESC has also been
allocated a coal block in Jharkhand for setting up a 800-1,000 MW power project.

• We reduce cash for likely funding requirements of the retail business and
regulatory liabilities. The retail sector is going through a slowdown with even the
leading players continuing to show losses. While we continue to deduct CESC’s net
cash for the estimated Rs5.7 bn capex and loss funding that it will likely need to make
in Spencer Retail, we do not assign any value to its 95% stake in the retail business. We
note the management of Spencer Retail has scaled down its growth capex and is
currently focusing on limiting losses by closing down unviable outlets. Exhibit 4 gives
our financial estimates for Spencer Retail.

• We do not assign any value for real estate business. We have not assigned any
value for the real estate business. A slowdown in demand for real estate has resulted in
a drop in realizations and postponement of new launches by real estate players. CESC’s
real estate projects are also delayed and we will evaluate and assign any value accretion
when there is greater visibility in implementation of the real estate projects.
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Exhibit 1: CESC Sum-of-the-parts valuation

Methodology

DCF to equity
132 286

Investments Book value
300 2 2

Marketable securities & cash on books (Rs bn): 19.9             
Regulatory liability/unallocable debt (Rs bn) (4.1)              
Cash required for Haldia 1 (Rs bn) (7.2)              
Cash infusion in retail (Rs bn) (5.7)              

2.9               

Haldia - 1st phase DCF to equity 72

600 MW Disc. rate: 12.5%

SOTP value 232 384

Source: Kotak Institutional Equities estimates

1% Cumulative optionally convertible preference shares of 
Integrated Coal Mining Ltd. (Rs mn)

Cash and investible 
surplus on books

Market value

FY2009E Book 
value per 
share (Rs)

Per share 
value (Rs)

Key assumptions

Regulated returns-P/B of 1.33X based on our DCF-to-equity

Kolkata generation, 
transmission & 

distribution

The business enjoys very high predictability of cash flows, regular reinvestments 
and high profitability (>20% RoE) from operational efficiencies and incentives.

Disc. rate: 12%   Terminal 
year growth: 2% 

23

Exhibit 2: Moderate growth in the current year due to lack of new capacity addition
Interim results of CESC, March fiscal year-ends (Rs mn)

YTD yoy
Dec-08 Dec-07 (% chg) FY2009E FY2008 (% chg)

Net sales 22,900    21,230    7.9         29,487       27,750      6.3        
Operating costs
Cost of electrical energy purchased (3,500)      (3,100)      12.9        (4,389)         (3,783)       16.0       
Cost of fuel (7,200)      (6,520)      10.4        (9,628)         (8,658)       11.2       
Personnel costs (2,550)      (2,270)      12.3        (3,539)         (3,378)       4.8         
Other expenses and provisions (5,050)      (5,080)      (0.6)         (5,555)         (6,409)       (13.3)      
Total operating expense (18,300)    (16,970)    7.8          (23,111)       (22,227)     4.0         
EBITDA 4,600      4,260      8.0         6,376         5,523        15.4      
EBITDA margin (%) 20.1         20.1         21.6            19.9          
Depreciation (1,280)      (1,240)      (1,730)         (1,685)       
EBIT 3,320      3,020      9.9         4,646         3,839        21.0      
Other income 1,175       840          1,326          1,285        
Interest (1,030)      (1,060)      (1,346)         (1,363)       
PBT 3,465      2,800      23.8       4,626         3,760        23.0      
Tax (420)         (360)         (639)            (476)          
Deferred tax (liability)/asset
Net profit 3,045      2,440      24.8       3,986         3,285        21.4      
Extraordinary income/ (expenses) 115          240          115             269           

Source: Company data, Kotak Institutional Equities
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Exhibit 3: Profit model, balance sheet, cash model of CESC, March fiscal year-ends, 2006-11E (Rs mn)

2006 2007 2008 2009E 2010E 2011E
Profit model (Rs mn)
Net sales 25,159 24,843 27,750 29,487 32,316 34,134
EBITDA 7,157         6,364             6,045             7,216             8,295             9,635             
Other income 736 927 1,285 1,326 1,340 1,398
Interest (3,013) (2,305) (1,885) (2,186) (2,354) (2,867)
Depreciation (2,539) (1,579) (1,685) (1,730) (2,041) (2,426)
Pretax profits 2,342 3,407 3,760 4,626 5,240 5,741
Tax (200) (400) (476) (639) (624) (613)
Net profits 2,142         3,007             3,285             3,986             4,616             5,127             
Extraordinary items (299) — 269 115 — —
Earnings per share (Rs) 27.3           36.2               27.8               31.9               36.9               41.0               

Balance sheet (Rs mn)
Total equity 16,549 20,939 31,701 36,471 41,400 46,650
Total borrowings 19,100 17,983 16,288 22,329 32,551 44,665
Currrent liabilities 13,113 16,350 19,559 20,131 21,209 21,793
Total liabilities and equity 48,761       55,271           67,548           78,931           95,160           113,108         
Cash 3,959 7,314 9,864 13,200 8,749 7,547
Current assets 9,113 8,110 9,752 9,608 10,088 10,354
Total fixed assets 35,275 37,340 42,148 50,347 70,554 89,446
Investments 314 2,414 5,697 5,697 5,697 5,697
Deferred Expenditure 100 93 86 79 72 65
Total assets 48,761       55,271           67,548           78,931           95,160           113,108         

Free cash flow (Rs mn)
Operating cash flow, excl. working capital 7,351 6,433 6,375 7,342 8,466 9,845
Working capital 563 4,240 1,567 717 597 319
Capital expenditure (3,077) (5,594) (8,353) (9,928) (22,249) (21,317)
Investments 1 (0) (408) — — —
Free cash flow 4,838         5,080             (819)               (1,870)            (13,185)          (11,153)          

Source: Kotak Institutional Equities estimates
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Exhibit 4: CESC plans to slowdown capex in the retail business including shutting down non-viable retail formats
Key assumptions of Spencer Retail, March fiscal year-ends, 2007-2011E (Rs mn)

2007 2008 2009E 2010E 2011E
Income statement
Revenues 5,154                  8,061                  11,367                14,070                15,135                
EBITDA (364)                    (1,114)                 (820)                    (589)                    (263)                    
PAT (523)                   (893)                   (1,686)                (1,670)                (1,420)                

Balance sheet 
Net worth 837                     2,429                  743                     (927)                    (2,347)                 
Borrowings 873                     4,345                  6,345                  7,845                  8,445                  
Total liabilities 1,710                 6,775                 7,089                 6,919                 6,099                 
Net fixed assets 1,239                  4,023                  4,633                  4,145                  3,648                  
Investments 10                       10                       10                       10                       10                       
Net working capital 461                     2,121                  1,825                  2,143                  1,821                  
Deferred tax asset — 620                     620                     620                     620                     
Total assets 1,710                 6,775                 7,089                 6,919                 6,099                 

Key assumptions
Total retail space (mn sq. ft) 0.6                     1.2                     1.5                     1.7                     1.7                     
Sales (Rs/ sq. ft pm) 734                     545                     625                     650                     700                     
Gross margin (%) 15                       14                       15                       16                       16                       
EBITDA margin (%) (7)                        (14)                      (7)                        (4)                        (2)                        

Source: Company data, Kotak Institutional Equities estimates
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Ratings and other definitions/identifiers

Rating system
Definitions of ratings

BUY. We expect this stock to outperform the BSE Sensex by 10% over the next 12 months.
ADD. We expect this stock to outperform the BSE Sensex by 0-10% over the next 12 months.
REDUCE: We expect this stock to underperform the BSE Sensex by 0-10% over the next 12 months.
SELL: We expect this stock to underperform the BSE Sensexby more than 10% over the next 12 months.

Our target price are also on 12-month horizon basis.

Other definitions
Coverage view. The coverage view represents each analyst’s overall fundamental outlook on the Sector. The coverage view will consist of one of the following designations:
Attractive (A), Neutral (N), Cautious (C).

Other ratings/identifiers
NR = Not Rated. The investment rating and target price, if any, have been suspended temporarily. Such suspension is in compliance with applicable regulation(s) and/or Kotak
Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or strategic transaction involving this company and in
certain other circumstances.
CS = Coverage Suspended. Kotak Securities has suspended coverage of this company.
NC = Not Covered. Kotak Securities does not cover this company.
RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and price target, if any, for this stock, because there is not a sufficient fundamental
basis for determining an investment rating or target. The previous investment rating and price target, if any, are no longer in effect for this stock and should not be relied upon.
NA = Not Available or Not Applicable. The information is not available for display or is not applicable.
NM = Not Meaningful. The information is not meaningful and is therefore excluded.

to the specific recommendations or views expressed in this report: Manish Karwa, Aman Batra."

"Each of the analysts named below hereby certifies that, with respect to each subject company and its securities for which the analyst is 
responsible in this report, (1) all of the views expressed in this report accurately reflect his or her personal views about the subject 
companies and securities, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related 

Kotak Institutional Equities Research coverage universe
Distribution of ratings/investment banking relationships

Source: Kotak Institutional Equities As of December 31, 2008

* The above categories are defined as follows: Buy = We 
expect this stock to outperform the BSE Sensex by 10% 
over the next 12 months; Add = We expect this stock to 
outperform the BSE Sensex by 0-10% over the next 12 
months; Reduce = We expect this stock to underperform 
the BSE Sensex by 0-10% over the next 12 months; Sell = 
We expect this stock to underperform the BSE Sensex by 
more then 10% over the next 12 months. These ratings are 
used illustratively to comply with applicable regulations. As 
of 31/12/2008 Kotak Institutional Equities Investment 
Research had investment ratings on 142 equity securities.

Percentage of companies covered by Kotak Institutional 
Equities, within the specified category.

Percentage of companies within each category for which 
Kotak Institutional Equities and or its affiliates  has provided 
investment banking services within the previous 12 months.

7.7%

24.6%
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45.1%
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Copyright 2009 Kotak Institutional Equities (Kotak Securities Limited). All rights reserved.

Kotak Securities Limited and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group. We along with our affiliates are
leading underwriter of securities and participants in virtually all securities trading markets in India. We and our affiliates have investment banking and other business relationships
with a significant percentage of the companies covered by our Investment Research Department. Our research professionals provide important input into our investment banking
and other business selection processes. Investors should assume that Kotak Securities Limited and/or its affiliates are seeking or will seek investment banking or other business from
the company or companies that are the subject of this material and that the research professionals who were involved in preparing this material may participate in the solicitation
of such business. Our research professionals are paid in part based on the profitability of Kotak Securities Limited, which include earnings from investment banking and other
business. Kotak Securities Limited generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover. Additionally, Kotak Securities Limited generally prohibits its analysts and persons reporting to analysts from serving
as an officer, director, or advisory board member of any companies that the analysts cover. Our salespeople, traders, and other professionals may provide oral or written market
commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may
make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing,
among other things, may give rise to real or potential conflicts of interest. Additionally, other important information regarding our relationships with the company or companies that
are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. We
are not soliciting any action based on this material. It is for the general information of clients of Kotak Securities Limited. It does not constitute a personal recommendation or take
into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should
consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the
income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance, future returns are not
guaranteed and a loss of original capital may occur. Kotak Securities Limited does not provide tax advise to its clients, and all investors are strongly advised to consult with their tax
advisers regarding any potential investment.

Certain transactions -including those involving futures, options, and other derivatives as well as non-investment-grade securities - give rise to substantial risk and are not suitable for
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such. Opinions
expressed are our current opinions as of the date appearing on this material only. We endeavor to update on a reasonable basis the information discussed in this material, but
regulatory, compliance, or other reasons may prevent us from doing so. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or
issuance of this material, may from time to time have “long” or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned
herein. For the purpose of calculating whether Kotak Securities Limited and its affiliates holds beneficially owns or controls, including the right to vote for directors, 1% of more of
the equity shares of the subject issuer of a research report, the holdings does not include accounts managed by Kotak Mahindra Mutual Fund.Kotak Securities Limited and its non
US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non US issuers, prior to or immediately following
its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived
from the investment. In addition , investors in securities such as ADRs, the value of which are influenced by foreign currencies affectively assume currency risk. In addition options
involve risks and are not suitable for all investors. Please ensure that you have read and understood the current derivatives risk disclosure document before entering into any
derivative transactions.

This report has not been prepared by Kotak Mahindra Inc. (KMInc). However KMInc has reviewed the report and, in so far as it includes current or historical information, it is believed
to be reliable, although its accuracy and completeness cannot be guaranteed. Any reference to Kotak Securities Limited shall also be deemed to mean and include Kotak Mahindra
Inc.

Kotak Securities Ltd.
Bakhtawar, 1st floor, 229 Nariman Point, Mumbai 400 021, India. Tel: +91-22-6634-1100 Fax: +91-22-2288-6453

Corporate Office Overseas Offices
Kotak Securities Ltd. Kotak Mahindra (UK) Ltd. Kotak Mahindra Inc.

Bakhtawar, 1st Floor 6th Floor, Portsoken House 50 Main Street, Suite No.310
229, Nariman Point 155-157 The Minories Westchester Financial Centre
Mumbai 400 021, India London EC 3N 1 LS White Plains, New York 10606
Tel: +91-22-6634-1100 Tel: +44-20-7977-6900 / 6940 Tel: +1-914-997-6120
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