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EQUITY MARKETS

Change, %

India 6-Feb 1-day 1-mo 3-mo

Sensex 18,139  (2.8)    (12.3)  (6.5)    

Nifty 5,323    (2.9)    (15.2)  (8.0)    

Global/Regional indices

Dow Jones 12,200  (0.5)    (4.7)    (10.7)  

Nasdaq Composite 2,279    (1.3)    (9.0)    (19.3)  

FTSE 5,875    0.1     (7.5)    (9.3)    

Nikkie 13,007  (0.7)    (10.3)  (19.2)  

Hang Seng 23,469  (5.4)    (13.7)  (21.0)  

KOSPI 1,697    0.4     (9.0)    (17.4)  

Value traded - India

Moving avg, Rs bn

6-Feb 1-mo 3-mo

Cash (NSE+BSE) 199.9    253.7 108.1 

Derivatives (NSE) 422.3    671.8 830    

Deri. open interest 705.7    1,231 921    

Forex/money market

Change, basis points

6-Feb 1-day 1-mo 3-mo

Rs/US$ 39.5       0 22       18       

6mo fwd prem, % 0.7         (25)      71       24       

10yr govt bond, % 7.5         (1)        (25)      (40)      

Net investment (US$mn)

5-Feb MTD CYTD

FIIs 143        1,249  (4,271)

MFs (75)         (70)      1,923  

Top movers -3mo basis

Change, %

Best performers 6-Feb 1-day 1-mo 3-mo

Rashtriya Chem 96          5.0      (32.1)   66.2    

Punjab Tractors 269        0.4      (22.4)   43.6    

Apollo Tyres 48          (3.3)     (15.9)   34.2    

Thomas Cook 76          (1.4)     (28.9)   37.4    

Gujarat Narm Vly 205        1.4      (5.7)     30.4    

Worst performers

Titan Inds 1,144     (8.1)     (31.3)   (32.2)   

Crompton Greaves 301        (4.4)     (22.8)   (26.2)   

MRF 4,964     (0.4)     (29.1)   (23.6)   

Thermax 634        0.2      (22.9)   (28.5)   

Tvs Motor 41          -     (47.4)   (26.5)   

News Roundup

Corporate

• Kohlberg Kravis Roberts & Co (KKR) has picked up a 2-2.5% stake in Bharti Infratel
for US$250 mn. (ET)

• Aditya Birla Group, the US$24 bn diversified conglomerate, intends to scale up its
shareholding in its cement flagship Grasim Industries to at least 40%, although it
did not set a timeframe for the same. (ET)

• A nine-company consortium that includes Bharti Airtel and Tata-owned Videsh
Sanchar Nigam Ltd signed a formal construction and maintenance agreement in
Rome to build a high-capacity fibre-optic submarine cable from India to France via
Egypt and Italy. (BS)

• Boeing Co, which is at last eight months behind schedule on delivering the 787
Dreamliner commercial jet, said it will partner a Tata group company to build
structural components for the aircraft. (FE)

Economic and political

• A WTO dispute settlement panel has dismissed the United States' complaint against
India over the excise duties levied on foreign wines and spirits. In an interim ruling,
the panel vidicated India's stand that excise duties levied by states on foreign wines
and spiritis do not constitute as border measures. (BS)

• Media reports suggest the finance ministry is considering a proposal to bring sports
people  under the ambit of TDS (Tax Deducted at Source). This could mean that
professional sportspeople may soon have to pay at least 10.3% as tax on their
match fees and money for endorsing corporate logos on their apparel and other
gear. (BS)

Source: ET = Economic Times, BS = Business Standard, FE = Financial Express, BL = Business Line.
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Expect insurance companies’ investments in equities to remain high
despite recent volatility

Tabassum Inamdar : tabassum.inamdar@kotak.com, +91-22-6634-1252

• Insurance companies typically collect 40% of full year premium in 4Q

• Insurance companies to continue to invest at least US$1 bn in equities per month,
in our view

Insurance companies typically collect 40% of their full year premium in the last quarter of
the financial year. Assuming this trend sustains, companies will likely garner close to Rs350
bn in the last quarter alone. Based on our interaction with insurance companies, we
believe that close to 95% of the retail policies sold are ULIPs and within this, 80% of the
funds are garnered in equity-linked products.

We estimate that insurance companies have been investing around US$700-800 mn on a
monthly basis in equities from new premiums collected (around US$300-350 mn by
private players and US$400-450 mn by LIC). This assumes around 50% of the overall
collection—both retail and group premium is invested in equities.

Even if we assume that the proportion of investment in equities comes off in the last
quarter to about 30%, we believe insurance companies would nevertheless invest around
US$1 bn or more in equities per month. If the proportion remains at 50%, the investment
could be closer to US$1.4 bn.

Our analysis does not include renewal premiums received. Including this, the premium
investment in equities will likely be higher. Our numbers could carry risk in case investors
actively move out of equity and switch to debt funds.

Insurance

Close to 40% of the business is contracted in the 4Q

4QFY06 4QFY07
Bajaj Allianz 49.7           54.0             
SBI Life 69.1           52.1             
HDFC Standard Life 40.2           38.8             
ICICI Prudential 41.6           42.0             
Birla Sunlife 41.9           40.4             
Max NY 36.0           31.3             
Reliance Life 56.4           52.6             
Private sector 45.1           44.8             
LIC 46.9           29.8             
Total 46.3           35.0             

Source: IRDA.

Proportion of full year's business contracted during the 
period mentioned (%)
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Ratings and other definitions/identifiers

New 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.

Old rating system
Definitions of ratings

OP = Outperform. We expect this stock to outperform the BSE Sensex over the next 12 months.
IL = In-Line.  We expect this stock to perform in line with the BSE Sensex over the next 12 months.
U = Underperform. We expect this stock to underperform the BSE Sensex 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: Tabassum Inamdar."

"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 September 30, 2007

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.

* The above categories are defined as follows: Buy = OP; 
Hold = IL; Sell = U. Buy, Hold and Sell are not defined 
Kotak Institutional Equities ratings and should not be 
constructed as investment opinions. Rather, these ratings 
are used illustratively to comply with applicable regulations. 
As of 09/30/07 Kotak Institutional Equities Investment 
Research had investment ratings on 144 equity 
securities.
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Copyright 2008 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
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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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