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 Hero-Lemforder JV to set up unit for car parts — ZF Hero Chassis Systems, a 
50:50 joint venture (JV) of ZF Lemforder and the Hero Group, plans to set up a 
new facility in the National Capital Region to manufacture chassis frames, axle 
systems and sheet metal components for the domestic car market. The company 
has acquired the facility and will invest ~Rs 1bn in the proposed venture. The first 
phase is likely to become operational by the end of FY11. (Business Standard) 

 Maruti Suzuki to help VW roll out sub-Rs 400,000 car — Maruti Suzuki India is 
expected to help VW develop an all-new small car, priced below Rs 400,000, and 
in return get expertise for manufacturing diesel engines or directly sourcing 
engines from Volkswagen. Suzuki Motors Corp (SMC) and Volkswagen had 
announced a global partnership in December which allowed VW a 19.9% stake in 
SMC. The two companies are keen to explore synergies in emerging markets, 
particularly India, and especially on the cost front. (Economic Times) 

 M&M non-committal on retaining SsangYong staff — Mahindra & Mahindra (M&M) 
has not made any commitment on retaining jobs or volume growth in its deal with 
SsangYong Motor to buy a majority stake in the company. The MoU between the 
two companies only offers to “honour” the current wage agreements that 
SsangYong has signed with its unions, mgmt said. (Economic Times) 

 Munjals to buy Honda stake in JV — Honda might exit its 25-year-old joint venture 
with the Munjals in Hero Honda with the entire deal likely to be wrapped up in the 
next six months. The deal, which will be executed in two phases, will see the 
Munjal family - led by Brijmohan Lal Munjal group - form a special purpose 
vehicle (SPV) to buy out Honda's entire 26% stake in the venture. This would 
eventually be thrown open for private equity participation. However, Hero Honda 
mgmt has denied the report. (Economic Times) 

 Spicing up the two-minute market — Nestle’s Maggi has faced fierce competition 
from two key rivals — Hindustan Unilever (HUL) and GlaxoSmithKline (GSK) 
Consumer. Their brands: Knorr and Foodles, respectively. Maggi still has ~85%of 
the instant noodle category  where GSK with Foodles and HUL with Soupy Noodles 
have got 5 per cent and 2 per cent share, respectively. But Maggi is feeling 
reduced market share in new categories, mainly from Knorr. (Business Standard)  

 Marks & Spencer India plans domestic sourcing to cut costs — M&S was earlier a 
super-premium brand with high-end product range since all the products were 
imported with 45% import duty. However, the firm has gradually reduced its 
dependence on imports and began to source from the domestic market in order to 
save on import costs. With this, it has also been able to bring down the average 
prices of its merchandise. M&S India currently operates 18 stores in India and 
plans to increase its store count to 50 by March 2013. (Financial Express) 
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Company News 

 

The Nano goes upmarket  

According to Tata dealers in various cities and towns, 60-80% of Nano buyers 
already own one or even two cars, but still prefer to purchase another small 
car. The fact that, in most cases, it is not a first-time car buyer moving up from 
a two-wheeler to a Nano is reflected in the fact that just 20% of the 100,000 
Nanos booked so far were the standard, no-frills version. (Business Standard)  

Audi plans second shift to double sales  

Audi plans to churn out more from its existing plant in India through a second 
production shift as it aims to more than double its sales by 2015. Company 
may start a second shift at its factory in Aurangabad to take the production to 
3,000 units by next year from 2000 units at present. It has already surpassed 
last year’s total sales of 1,658 cars by selling 1,876 cars in the first eight 
months of this year and is targeting to end 2010 with sales of 2,700 cars. The 
mgmt said that the brand is not desperately chasing bigger rivals BMW and 
Mercedes and would prefer to be the most aspirational brand rather than a 
market leader in volumes. (Economic Times)  

GM to open engine plant at Talegaon  

General Motors India (GMI) will inaugurate its brand-new engine plant at 
Talegaon near Pune on November 12. This is GM’s first flexi-engine plant 
anywhere in the world that will produce both petrol and diesel engines. 
Commercial production at the $230-mn, 160,000 capacity plant begins from 
November 1. The plant is capable of manufacturing four engine variants and 
will start off with the 1 litre engine, which goes on the Beat. (Economic Times)  

Atul Auto looking to acquire majority stake in Scooters India  

Three-wheeler maker, Atul Auto, is interested in acquiring a majority (not less 
than 51%) stake in Scooters India, a public sector undertaking in which the 
Government is mulling a divestment. Heavy Industries and Public Enterprises 
Minister, Vilasrao Deshmukh, had earlier said the Government was scouting for 
a joint venture partner to revive Scooters India. Apart from Atul Auto, there is 
speculation that other majors such Bajaj Auto, M&M and Piaggio are also 
eyeing a stake acquisition in the Lucknow-based company.  (Economic Times)  

Decision on reinstating Hyundai workers deferred to Sep 13   

A decision on reinstating 35 dismissed workers of Hyundai Motor India was 
deferred for the third time to Sep 13, with Tamil Nadu Labour Minister T M 
Anbarasan seeking more time to prepare a report on the issue. The Hyundai 
management and Hyundai Motor India Employees Union (HMIEU), which is 
affiliated to CITU,  had signed a memorandum of understanding (MoU) in 
June. As per the MoU, a review committee was constituted to prepare a report 
on the reinstatement of the dismissed employees. But the committee has failed 
to come up with a solution in its two meetings earlier. (Economic Times)  
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Marks & Spencer won't source from Gurgaon   

After a British weekly's revelation that a Gurgaon-based factory used by British 
retail major Marks & Spencer was abusing its workers, the company has 
stopped placing orders with the factory. However, M&S said it had stopped 
placing order with Viva Global in Gurgaon for commercial reasons. (Economic 

Times)  

Acquisitions to drive Tata Global's foods foray   

Tata Global Beverages’ foods foray will happen via acquisitions, said Peter 
Unsworth, chief executive officer. Tea accounts for 67% of FY10 turnover, 
down from over 90% five years earlier. The company’s plan is to continue 
building the firm's non-tea portfolio. (Business Standard)  

Reckitt sues Bharti, Wal-Mart JV 

Reckitt Benckiser India, the maker of Dettol antiseptic soap and Cherry 
Blossom shoe polish, has served a legal notice to Bharti Walmart demanding 
that the cash-and-carry joint company withdraw its Great Value toilet cleaner, 
as it infringes upon the ‘bottle design and cap’ of Reckitt’s Harpic brand, the 
domestic market leader in this category. (Economic Times)  

Britannia to invest Rs 1bn in 2 new plants    

Britannia Industries  will invest around Rs 1bn to set up a plant each in Bihar 
and Orissa to scale up production to cater to the growing market. The company 
has a plant with less than 1,000-tonne capacity in Myurbhanj district of Orissa 
through franchise agreement. However, it now wants to set up its own unit. 
(Economic Times) 

Industry News 

Whiskies: Indian brands in high spirits   

One more whisky brand from the country has made it to the list of 10 largest 
selling spirit brands in the world. Officer's Choice Whisky, the single brand 
from the Kishore Chhabria-headed Allied Blenders and Distillers (ABD), is now 
the tenth-largest selling spirit brand in the world, with sales crossing 12 million 
cases. The other two Indian brands already in the list are Bagpiper and 
McDowell No.1, the flagship brands of United Spirits Ltd (USL).  (Economic 

Times) 

Copra shortage to keep coconut oil prices high    

A lower copra output this year due to unseasonal rains in Tamil Nadu and 
Kerala has hit coconut oil production. Copra production is estimated to be 
down by 15-20%. The total milling copra production in India is around 900,000 
tonnes, of which Tamil Nadu and Kerala together account for 70%. The rest is 
produced by Andhra Pradesh and Karnataka. The total coconut oil production 
in the country is around 500,000 tonnes, of which over a half is consumed by 
Kerala. (Business Standard) 

Hike in fodder prices bleeds Tamil Nadu cattle farmers     

Sharp spike in feed prices for the past few months has left cattle farmers in 
Tamil Nadu high and dry. According to the Tamil Nadu Milk Producers Welfare 
Association, unless the procurement price of both cow and buffalo milk is 
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increased by Rs 5 per litre by the state-run procurer Tamilnadu Co-operative 
Milk Producers' Federation, cattle farmers would have to look elsewhere for 
greener pastures. The procurement price of cow milk with 4.3% fat and 8.2% 
solid not fat (SNF) is currently at Rs 15.54 per litre while it is Rs 23 per litre for 
buffalo milk with 7% fat and 8.8% SNF content. The last revision in prices was 
made in September 2009. Though there has been only a Rs 5.50 per litre 
increase in procurement prices in the last five years, the retail price increase to 
the end customer has risen to nearly Rs 11 per litre, association members said. 
If the procurement price is at Rs 15.54 per litre, the welfare association gives 
away Rs 15.04 per litre to the farmer and retains 0.50 paise to meet overheads. 
(Financial Express) 
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Appendix A-1 
Analyst Certification 

The research analyst(s) primarily responsible for the preparation and content of all or any identified portion of this research report hereby certifies 
that, with respect to each issuer or security or any identified portion of the report with respect to an issuer or security that the research analyst covers 
in this research report, all of the views expressed in this research report accurately reflect their personal views about those issuer(s) or securities. The 
research analyst(s) also certify that no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or 
view(s) expressed by that research analyst in this research report. 

IMPORTANT DISCLOSURES 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the 
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking revenues. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis product 
("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the 
same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at 
www.citigroupgeo.com.   Valuation and Risk assessments can be found in the text of the most recent research note/report regarding the subject company. Historical 
disclosures (for up to the past three years) will be provided upon request. 

Citi Investment Research & Analysis Ratings Distribution    
Data current as of 30 Jun 2010 Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 54% 35% 12%

% of companies in each rating category that are investment banking clients 47% 45% 40%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings: 
CIRA's stock recommendations include a risk rating and an investment rating. 
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S). 
Investment ratings are a function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. 

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are:Buy (1) (expected total return of 10% or more for Low-Risk 
stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15% 
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). 

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are:Buy (1) (expected total return of 15% or 
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for Low-
Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10% 
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target 
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or 
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management. 
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected 
performance and risk. 
Guide to Citi Investment Research & Analysis (CIRA) Corporate Bond Research Credit Opinions and Investment Ratings: CIRA's corporate bond research issuer publications 
include a fundamental credit opinion of Improving, Stable or Deteriorating and a complementary risk rating of Low (L), Medium (M), High (H) or Speculative (S) regarding 
the credit risk of the company featured in the report. The fundamental credit opinion reflects the CIRA analyst's opinion of the direction of credit fundamentals of the issuer 
without respect to securities market vagaries. The fundamental credit opinion is not geared to, but should be viewed in the context of debt ratings issued by major public 
debt ratings companies such as Moody's Investors Service, Standard and Poor's, and Fitch Ratings. CBR risk ratings are approximately equivalent to the following matrix: 
Low Risk Triple A to Low Double A; Low to Medium Risk High Single A through High Triple B; Medium to High Risk Mid Triple B through High Double B; High to Speculative 
Risk Mid Double B and Below. The risk rating element illustrates the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a 
company is held to maturity, based upon both fundamental and market risk factors. Certain reports published by CIRA will also include investment ratings on specific 
issues of companies under coverage which have been assigned fundamental credit opinions and risk ratings. Investment ratings are a function of CIRA's expectations for 
total return, relative return (to publicly available Citigroup bond indices performance), and risk rating. These investment ratings are: Buy/Overweight the bond is expected 
to outperform the relevant Citigroup bond market sector index (Broad Investment Grade, High Yield Market or Emerging Market), performances of which are updated 
monthly and can be viewed at https://fidirect.citigroup.com/ using the "Indexes" tab; Hold/Neutral Weight the bond is expected to perform in line with the relevant Citigroup 
bond market sector index; or Sell/Underweight the bond is expected to underperform the relevant sector of the Citigroup indexes. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global Markets Inc.) 
are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member organization and therefore may not be 
subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public appearances and trading securities held by a research 
analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets India Private Limited Jamshed Dadabhoy,Arvind Sharma,Aditya Mathur 

OTHER DISCLOSURES 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the 
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Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities transactions in a manner inconsistent with 
the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any 
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although 
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and 
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures 
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to, 
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. However, it should be 
presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and 
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without 
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the 
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The Product is for 
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the 
Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting 
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not 
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and 
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in 
a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed 
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in 
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. 
Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product 
may be placed only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may be available about the 
companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use smithbarney.com to view any available 
Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney LLC and its 
affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
The required disclosures provided by Morgan Stanley and Citigroup Global Markets, Inc. on Morgan Stanley and CIRA research relate in part to the separate businesses of 
Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley Smith Barney LLC in its entirety. For 
Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by the same person who 
reviewed this research report on behalf of CIRA. This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by.  The Product is made available 
in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of the ASX Group and regulated by the Australian 
Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Australia to Private Banking wholesale clients 
through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private Banking wholesale clients 
through bankers and relationship managers.  If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the 
Citigroup Private Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is 
made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
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Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, Paris, France.  The Product may not be distributed to private clients in 
Germany. The Product is distributed in Germany by Citigroup Global Markets Deutschland AG & Co. KGaA, which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht 
(BaFin).  Frankfurt am Main, Reuterweg 16, 60323 Frankfurt am Main.  If the Product is made available in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Ltd., it is 
attributable to Citigroup Global Markets Asia Ltd., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.  Citigroup Global Markets Asia Ltd. is regulated by Hong Kong 
Securities and Futures Commission.  If the Product is made available in Hong Kong by The Citigroup Private Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, 
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Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services 
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