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Powered to perform. Exide Industries is a leading manufacturer of automotive and
industrial batteries in India. We believe its long-term growth potential is firmly in
place, driven by strong automotive demand and an unparalleled distribution network.
Strong pricing power in the battery industry and low cost advantage (due to sourcing
from in-house lead smelters) will help Exide maintain high EBITDA margins. We
initiate coverage with an ADD rating and a target price of Rs160.
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We expect the automotive battery market size to more than double to Rs201 bn by FY2015
from Rs84 bn in FY2010. We estimate the organized battery segment to grow at a CAGR of
20% over the next five years. We believe Exide Industries would be a key beneficiary of this
strong demand given its strong OEM relationships, unmatched distribution network and
strong brand loyalty.

We expect industrial battery segment revenues to grow at 14% CAGR over FY2011-13

The industrial battery segment contributes 38% to Exide’s revenues. The company
manufactures batteries for power back-up systems (including UPS and inverters), telecom
batteries which are used in base stations of telecom towers, traction batteries to be used in
fork lifts and exports (used in infrastructure). We forecast a 14% CAGR in Industrial battery
segment revenues over FY2011-2013E, slightly higher than 11% CAGR witnessed in the
FY2009-2011 period due to our expectations of strong growth in the UPS segment.

Margins to remain stable as rising smelter proportion offsets material cost pressure

We expect EBITDA margins to improve by 80 bps over the next two years despite a sharp spike
in lead prices driven by (1) strong pricing power due to the duopoly structure of the battery
industry, which we believe is unlikely to be challenged in the near term, (2) increase in
sourcing from captive smelters from 45% in FY2011E to 70% in FY2013E which could lead to
cost savings, and (3) improvement in mix with the replacement battery segment growing at a
faster pace than the OEM battery segment.

Initiate with an ADD rating

We initiate coverage with an ADD rating and a target price of Rs160 based on a sum-of-parts
valuation methodology. We value our standalone business at Rs134/share (based on 16x PE on
our FY2012E EPS) at a 10% premium to historical average due to sustenance of high EBITDA
margins due to strong pricing power and improvement in product mix. We value Exide’s
captive lead smelters at Rs12/share and its 50% stake in ING Vysya Life Insurance at Rs12/share.

Company data and valuation summary

Company Data Stock Data High Low  Price perf ™ 3M 12M
52 week range 180 108 Absolute 11.6 (15.7) 23.8

Current Price (Rs) Yield (%) 0.4  Rel to BSE 30 (%) 8.2 (9.6) 17.1

132 Price at close of March 14, 2011
Capitalization Forecast valuation 2010 2011E 2012E
Market cap (Rs bn) 1,122 EPS (Rs) 6.3 7.1 8.4
Net debt/(cash) (Rs mn) (178)  P/E(X) 19.0 16.9 143
Free float (%) 49 ROAE (%) 31.0 24.1 22.8
Shares outstanding (mn) 850  EV/EBITDA (X) 13.0 10.7 9.2

Source: Company data, Kotak Institutional Equities estimates
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FINANCIAL SNAPSHOT

Exhibit 1: Exide Industries, financial summary, March fiscal year-ends, 2008-2013E

2008 2009 2010 2011E 2012E 2013E
Profit model (Rs mn)
Net sales 28,449 33,930 37,940 44,257 52,089 60,057
EBITDA 4,695 5,448 8,894 8,565 10,351 12,133
Other income 65 65 121 887 1,011 1,145
Interest (374) (479) (103) (65) (51) (56)
Depreciaiton (642) (679) (807) (830) (987) (1,098)
Profit before tax 3,744 4,354 8,106 8,556 10,325 12,124
Tax expense (1,240) (1,510) (2,735) (2,652) (3,201) (3,759)
Adjusted net profit 2,504 2,844 5,371 6,045 7,124 8,366
Adjusted earnings per share (Rs) 3.1 3.6 6.3 7.1 8.4 9.8
Balance sheet (Rs mn)
Equity 10,264 12,504 22,198 27,976 34,505 42,276
Total Borrowings 3,498 3,172 900 500 500 500
Deferred Tax Liability 479 412 590 590 590 590
Current liabilities 5,725 4,866 5,929 6,517 7,332 8,162
Total liabilities 19,965 20,954 29,616 35,582 42,927 51,528
Net fixed assets 6,018 6,853 7,144 10,315 11,828 13,230
Investments 5,183 6,682 13,354 13,986 16,886 20,786
Cash 17 337 29 678 1,663 2,984
Other current assets 8,748 7,082 9,089 10,603 12,550 14,527
Total assets 19,965 20,954 29,616 35,582 42,927 51,528
Free cash flow (Rs mn)
Operating cash flow 1,788 3,944 5,718 5,807 6,980 8,316
Working capital changes (1,390) 488 (637) (926) (1,131) (1,148)
Capital expenditure and strategic investments (1,692) (1,515) (1,098) (4,000) (2,500) (2,500)
Free cash flow (1,294) 2,917 3,983 881 3,349 4,668
Ratios
EBITDA margin (%) 16.5 16.1 23.4 19.4 19.9 20.2
PAT margin (%) 8.8 8.4 14.2 13.7 13.7 13.9
Net debt/equity (X) 0.3 0.2 0.0 (0.0) (0.0 0.1)
Book Value (Rs/share) 12.8 15.6 26.1 329 40.6 49.7
ROAE (%) 29.5 25.0 31.0 24.1 22.8 21.8
ROACE (%) 334 34.3 38.1 32.5 31.9 30.6

Source: Kotak Institutional Equities
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VALUATIONS BACK TO HISTORICAL AVERAGE

We value Exide Industries at 16X PE on our standalone FY2012E EPS estimate—a 10% premium to historical
averages. We believe the stock is likely to trade at a slight premium to its historical average given sustained
high margins due to strong pricing power in a duopoly structure of the automotive battery industry. We
expect cost benefits from increasing in-sourcing from in-house lead smelters and strong distribution networks,
which are a key entry barrier for new players. The stock currently trades at 14.9X PE on our FY2012E EPS
(excluding Rs12/share in ING Vysya Life Insurance), in line with its historical average. We initiate coverage on
the stock with an ADD rating. Our target price of Rs160 is based on a sum-of-parts valuation.

We value the stock according to the sum-of-parts methodology. We value the standalone
business at Rs134/share (based on 16x PE on our FY2012E EPS), smelters at Rs10/share and
50% stake in ING Vyasa Life Insurance at Rs12/share. Our standalone P/E multiple of 16 is
based on a 10% premium to its historical average.

We believe the stock could trade at a premium valuation to historical averages due to:

» We expect robust growth in the high margin replacement automotive battery market
(20% CAGR over FY2011-2013E), which is likely to aid improvement in margins.

» The increase in sourcing from smelters to 70% of the total lead requirement by FY2013E
from 40% in FY2010, which is likely to offset pressure due to increase in lead prices.

» Strong brand loyalty and wide distribution network are the key entry barriers in this
business which is unlikely to be replicated in a short timeframe. We believe the
automotive battery industry will continue to be dominated by two players over the next
five years and hence margins are unlikely to be impacted by the strong pricing power of
organized battery players.

A case for premium valuations

Strong return ratios Exide has consistently generated very high returns (average ROEs of 26%) with its leadership
of the fast-growing duopoly market (Top 2 players dominate >90% of the organized battery
market) leading to superior earnings growth (52% CAGR over FY2006-2010). EBITDA
margins of Exide have increased from mid teens (15-16%) to high teens (~18-20%) driven
by (1) backward integration (acquired lead smelters) which brought down average raw
material price for Exide, (2) strong and stable growth in the high-margin, replacement
automotive battery segment as consumers shifted to branded batteries from unbranded
batteries and (3) very strong growth in the power back up and telecom battery segment
which also has a relatively stable competitive intensity with three major players dominating
~95% of the market.

and sustainability of
high EBITDA margins

Exide has traded at an average PE of 17X since FY2010 after EBITDA margins improved from
~16% in FY2009 to 23% in FY2010, which led to a re-rating of the stock. We expect
margins to remain at ~20% levels and thus expect the stock to trade at close to 15-17X PE
band despite earnings growth moderating to 18% CAGR over FY2011-2013E versus 52%
during the period FY2006-FY2010. Exide’s PE multiple re-rated from 12X to 17X over
FY2006-2010.

Exhibit 2: Exide Industries, sum-of-parts valuation
March fiscal year-ends

PE multiple
EPS (x) Per share value
Standalone FY2012 EPS 8.4 16 134
Smelter FY2012 EPS 1.2 10 12
ING Vyasa (50% stake value) 12
SOTP Based value 159

Source: Kotak Institutional Equities
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Exhibit 3: Exide Industries, stock re-rated in FY2010 and now reverting to historical average valuations
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Source: Bloomberg, Company, Kotak Institutional Equities

Exhibit 4: Exide has underperformed the Sensex over the past six months due to capacity constraints,
which impacted profitability
Price performance chart

1wk 1month 3 month 6 month 12 month 3 year 5 year
Exide (3.5) 11.6 (15.7) (14.0) 23.8 99.9 476.0
Sensex (0.9 3.3 (6.1) (2.6) 6.7 16.2 70.2
Relative to Sensex (2.6) 8.2 (9.6) (11.4) 171 83.6 405.9

Source: Bloomberg, Kotak Institutional Equities

Exhibit 5: Valuation comparison
Global versus Indian auto component manufacturers

Average Average

Price Mcap PE EV/EBITDA EPS CAGR ROE EBITDA margin

Company (Rs) ($ mn) FY2011E FY2012E FY2013E FY2011E FY2012E FY2013E FY2011-2013E (%) (%)
Exide Industries 132 2,543 16.9 14.3 12.2 13.0 10.7 9.2 16.0 26.0 17.3
Amararaja Batteries 172 326 11.0 9.0 7.5 6.3 5.1 4.3 22.0 25.0 13.0
Bosch India 6,032 4,187 22.0 18.5 15.7 13.5 12.0 10.5 17.0 25.0 20.0
Motherson Sumi 194 1,627 21.5 15.5 11.8 9.7 7.4 5.7 35.0 25.0 15.0
Bharat Forge 317 1,655 25.6 16.1 13.9 114 7.9 7.2 36.0 12.3 14.0
Indian average 2,068 19.4 14.7 12.2 10.8 8.6 7.4 25.2 22.7 15.9
Johnson Controls (US) 37 27,609 20.7 15.8 12.9 12.6 10.0 8.4 27.0 16.0 7.0
Exide Technologies (US) 11 862 13.9 10.9 8.9 6.3 5.2 4.7 25.0 na 6.0
GS Yuasa (Japan) 520 2,628 27.3 17.3 14.0 8.7 7.5 6.0 26.0 7.0 6.0
Global average 10,366 20.6 14.7 11.9 9.2 7.6 6.4 26.0 11.5 6.3
Note:

(1) Johnson Controls is September fiscal year ending company
(2) Bosch India and Exide Technologies are December fiscal year ending company.

(3) Our valuation excludes Rs22/share of Insurance and smelter business value from Exide and Rs27/share of Alstom value from Bharat Forge. Price
are in local currencies. Prices as of close of 15th March 2011

Source: Kotak Institutional Equities.
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We value Exide's 50% stake in ING Vysya Life Insurance at Rs12/share

Nischint Chawathe, KIE's insurance analyst, values ING Vysya Life Insurance at Rs20,496 mn
(1.4X Rs14,640 mn capital invested in the business). Exide has a 50% stake in ING Vyasa Life
Insurance and we value this at Rs12/share based on our insurance analyst's valuation.

Exhibit 6: ING Vyasa Life Insurance APE has been declining since FY2009
Trends in adjusted premium equivalent (APE): FY2004-FY2011E

APE YoY Market share

Year (Rs mn) (%) (%)
2004 726 0.4
2005 2,678 269 1.7
2006 2,475 (8) 1.2
2007 4,229 71 1.0
2008 6,629 57 1.2
2009 6,399 3) 1.3
2010 6,281 2) 1.1
2011E 5,967 (5) 1.1
Source: IRDA

We value Exide’s 100% stake in lead smelters at Rs12/share

We value the lead smelter based on a price-to-earnings valuation methodology. The
company owns a 100% stake in two lead smelters, Chloride Metals and Leadage Alloys.
Exide has been increasing its sourcing from these smelters from 23% of their total lead
requirement in FY2009 to 45% by end of FY2011. Exide plans to increase the sourcing of
lead from these smelters to 60% by FY2012 and 70% by the end of FY2013E. Lead smelters
covert scrap lead into usable lead which leads to 7-8% cost savings versus procuring
imported lead primarily due to two main factors (1) decline in the inventory holding period
versus imported lead and (2) cheaper price of lead due to a discount between scrap lead
prices and lead prices. Smelter profits are expected to increase significantly as Exide invests in
increasing capacities at these smelters. Capacity at the end of FY2010 was 96,000 tonnes
and is expected to increase to 140,000 tonnes by end of FY2012E. We value these lead
smelters at T0X PE FY2012E EPS and ascribe Rs12/share value to the smelters.
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COMPETITIVE LANDSCAPE

The organized automotive battery industry is a duopoly with Exide leading with ~70% market share in both
OEM and replacement market. Unorganized battery players also form a significant chunk of the market with
a market share of 45% by volumes. The industrial battery segment is also concentrated among three major
players: Exide Industries, Amararaja and Hyderabad Power Systems. Exide is less exposed to the lower margin
industrial battery segment than Amararaja Batteries.

The organized automotive battery segment (65% revenue share in the total battery segment)
is dominated by two players — Exide Industries (68% of the replacement battery market
share) and Amararaja Batteries (forms 26% of the replacement battery segment).
Unorganized battery players account for 45% share of the replacement automotive battery
market by volumes and 35% share of the replacement market by revenues as the batteries
are sold at a 25-30% discount to the organized battery manufacturers. Exide dominates the
OEM battery segment with a 70% market share while Amararaja has a 26% market share.
Amco is also an established player in the two-wheeler OEM battery segment with a 15%
market share.

The industrial battery segment is dominated by three players — Exide Industries, Amararaja
Batteries and Hyderabad Industries. Industrial battery segment primarily comprises of UPS,
inverter, telecom, construction (used in fork lifts) and railways segment. The power back up
segment (including UPS and inverter segments) and telecom segment are the major
segments in industrial batteries. Exide dominates the power back-up systems segment with a
70% market share while HBL batteries’ dominates the telecom battery segment with a 41%
market share.

Amararaja revenue mix is more exposed to the industrial segment (53% of revenues, of
which 30% of revenues comes from telecom segment) than Exide Industries. Exide
Industries’ industrial segment accounts for 39% of overall revenues (of which telecom
segment comprises only 8% of overall revenues).

Exhibit 7: Industrial battery segment
Market size, segments, market shares based on FY2010 revenues, Rs mn

Size Exide Amararaja HBL
Segment
UPS/inverter/power back up 17,267 12,565 2,706 1,996
Telecom 14,495 3,478 5,073 5,944
Others (infrastructure, exports, traction, railways etc) 5,681 1,348 1,184 3,150
Total industrial 37,443 17,391 8,963 11,090
Market share (%)
UPS/inverter 46 73 16 12
Telecom 39 24 35 41
Others 15 24 21 55
Note:

(1) UPS/inverter segment also has imports and local players which has been excluded and above market shares
are based on relative market size addressed by Exide Industries, Amararaja Batteries and HBL Power Systems

Source: Kotak Institutional Equities
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Chasm between #1 and #2

Exide Industries has » Exide Industries’ capacity (both in automotive and industrial batteries) is more than twice
a wide lead over that of Amararaja Batteries
Amararaja Batteries
» Exide has 38,500 retail outlets versus 18,000 of Amararaja—a key reason for a
significantly higher market share of Exide versus Amararaja

» Exide has lower dependence on the telecom segment (which is facing pricing pressure
due to surplus capacities) versus Amararaja Batteries

P Exide sources 45% of its lead requirements from its own smelters while Amararaja
sources 20% of its lead requirements from outsourced smelters

Exhibit 8: Exide Industries has a long lead over Amararaja Batteries
Key differentiating factors

Exide Amararaja
Market share (%)
OEM auto 70 26
Replacement auto 68 26
Telecom 24 35
UPS 70 15
Revenue Mix (%), FY2010
OEM 16 13
Replacement 45 34
Exports 2 4
Telecom 8 30
UPS/inverter 25 16
Infrastructure 4 3
Capacities (%), FY2011E
4 wheeler batteries 10.6 5.1
2 wheeler batteries 10.0 3.6
Industrial capacity (amp hour) 1,750 900
Retail outlets 38,500 18,000
) ) Yes, 45% of lead No, 20% of requirement met
Backward integration
procurement from smelters through outsourced smelters
Technological Tie up Shin Kobe Electrical Machinery Johson Controls Limited

Source: Kotak Institutional Equities
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AUTOMOTIVE BATTERY MARKET TO MORE THAN DOUBLE BY FY2015E

We expect the automotive battery market to more than double in size to Rs201 bn by FY2015E from Rs84 bn
in FY2010. We believe the passenger vehicle battery segment will post higher growth than the two-wheeler
and commercial vehicle battery segment. We expect the organized battery segment to grow at a CAGR of
20% over the next five years and we believe Exide Industries would be a key beneficiary given its unmatched
distribution network and strong brand loyalty. We believe organized battery manufacturers will continue to
gain market share from unorganized players (forms ~35% of replacement battery market in terms of revenue
and 45% in terms of volumes in FY2010) due to a consumer shift towards branded batteries as they are
perceived to be much more reliable and have a longer life cycle.

Key assumptions in forecasting automotive battery size

»

We forecast 15% CAGR in OEM battery volumes in the period FY2010-2015E driven by
(1) 17% CAGR in passenger vehicle volumes, (2) 15% CAGR in two-wheeler vehicle
volumes and (3) 11% CAGR in commercial vehicle volumes.

We expect 17% CAGR in replacement volumes in the period FY2010-2015E driven by
high vehicle population base created due to strong growth in automobile industry over
the past five years. We assume a replacement cycle of three years for passenger vehicles,
four years for two-wheelers and 1.5 years for commercial vehicles.

We estimate battery prices to increase by 2% per annum as we expect stable competitive
intensity in the battery industry over the next few years. Global players like GS Yuasa and
Exide Technologies also have tie-ups with Tata Auto comp and Tudor India but they have
not been able to gain any significant market share. Hence, we expect pricing to remain
stable in the automotive battery industry.

Exhibit 9: Automotive battery volume forecasts, 2010-2015E
March fiscal year-ends, in mn units

2010 2015E CAGR
PVs
OEM 2.3 5.1 16.7
Replacement 6.3 16.1 20.5
Total PV 8.7 21.2 19.5
2 wheelers
OEM 10.5 20.9 14.7
Replacement 20.0 41.1 15.4
Total 2 wheelers 30.6 61.9 15.2
CVs
OEM 0.6 0.9 10.7
Replacement 2.8 5.7 14.9
Total CVs 3.4 6.6 14.2
OEM 13.4 26.9 14.9
Replacement 29.2 62.9 16.5
Total volumes 42.6 89.7 16.0

Source: Company, Kotak Institutional Equities
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Exhibit 10: Automotive battery size to more than double by FY2015E
Automobile battery revenues (Rs bn): FY2010-2015, March fiscal year-ends

2010 2015E CAGR
Segment
PVs 32 88 22%
2Whs 25 57 18%
CVs 26 56 17%
Total Size 84 201 19%
Unorganized players 23 46 15%
Organized players 61 155 20%
OEM 18 40 17%
Replacement 66 161 20%
Revenue mkt shr of organized players (%)
OEM 100 100
Replacement 65 71
Note:

(1) PVs: passenger vahicles, CVs: commercial vehicles. We assume a replacement cycle of 2 years for PVs, 4
years for two-wheelers and 1.5 years for CVs.

Source: Kotak Institutional Equities

We estimate Exide’s automotive battery segment revenues to grow at 18% CAGR over
FY2011-2013E driven by 15% CAGR in volumes and 3% increase in pricing/mix. We expect
the share of replacement battery revenues in the overall automotive revenues to increase
from 67.9% in FY2011E t0 69.2% in FY2013E.

The company is operating at peak capacity utilization and hence was not able to supply to
the replacement automotive segment in 3QFY2011. During this time, Exide faced capacity
constraints as it utilized existing capacities for the OEM segment due to long standing
relationships with OEM manufacturers. The replacement battery segment has close to >25%
EBITDA margins while the OEM battery segment has ~5-7% EBITDA margins, which we
attribute to premium pricing in the replacement segment. Exide has 38,500 retailers versus
18,000 for its nearest competitor Amararaja Batteries, a key strength of Exide Industries.

Exide has also gained market share in the replacement automotive battery segment as a
result of several developments: (1) The company started collecting used batteries from its
distribution channel which led to a decline in availability of lead for the unorganized battery
players, in turn making it difficult for the latter to compete with Exide on pricing, (2)
customers, especially in the passenger vehicle segment, have also become brand conscious
and shifted to organized battery manufacturers from unorganized players.

Exhibit 11: Exide Industries, automotive battery revenue mix, March fiscal year-ends, 2008-2013E

2008 2009 2010 2011E 2012E 2013E

4 wheeler battery volumes (000s) 6,000 6,600 7,392 8,501 9,946 11,239
YoY change (%) 15.4 10.0 12.0 15.0 17.0 13.0
2 wheeler battery volumes (000s) 7,200 8,300 9,278 10,855 12,483 14,356
YoY change (%) 7.5 15.3 11.8 17.0 15.0 15.0
Automotive battery volumes (000s) 13,200 14,900 16,670 19,356 22,429 25,595
YoY change (%) 10.9 12.9 11.9 16.1 15.9 14.1
OEM battery gross revenues (Rs mn) 6,741 7,433 10,034 11,740 13,501
Replacement battery gross revenues (Rs mn) 18,873 19,646 22,397 27,324 31,969
Others (Rs mn) 311 450 540 626 727
Total automotive gross revenues (Rs mn) 25,925 27,529 32,971 39,690 46,197
YoY change (%) 6.2 19.8 20.4 16.4
Revenue Mix (%)

OEM 26.0 27.0 30.4 29.6 29.2
Replacement 72.8 71.4 67.9 68.8 69.2
Others 1.2 1.6 1.6 1.6 1.6

Source: Company, Kotak Institutional Equities
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INDUSTRIAL BATTERY SEGMENT TO GROW AT 14% CAGR OVER FY2011-2013E

The industrial battery segment contributes 38% of Exide’s revenues. The company manufactures batteries for
power back-up systems (including UPS and inverters), telecom batteries which are used in base stations of
telecom towers, traction batteries to be used in fork lifts and exports (used in infrastructure). We estimate a
14% CAGR in industrial battery segment revenues over FY2011-2013E, slightly higher than the 11% CAGR
seen during the FY2009-2011E period due to strong growth in the UPS segment.

Industrial battery demand comes from UPS/inverter, telecom, railways and power systems
segments. Batteries are used in telecom base stations for supporting switching and
transmission networks. In railways, these are used for train lighting and signaling systems. In
the power sector, batteries are put to use to support generation, transmissions and distribution
networks. Over the period FY2006-2010, industrial battery demand for Exide grew at a
robust 25% CAGR driven by aggressive rollout of telecom base stations, addition of power
capacity, strong business confidence which led to strong demand for UPS/inverter systems.

However, over the period FY2009-2011E, industrial battery demand (CAGR of 10%) has
been impacted by a decline in telecom battery revenues due to (1) slower addition of
telecom base stations, (2) aggressive price competition and (3) a decline in export revenues.
We expect the growth rate to improve slightly to 14% CAGR over the next two years driven
by 15% revenue CAGR in UPS/inverter systems, 5% CAGR in telecom revenues (driven by
replacement demand of batteries at telecom towers), 15% CAGR in revenues in traction
batteries (pick-up in infrastructure activities) and export revenues.

Exhibit 12: Industrial segment revenue forecasts, March fiscal year-ends, 2009-2013E (Rs mn)

2009 2010 2011E 2012E 2013E
Segment
Power back up 9,486 12,565 14,701 16,906 19,442
Infrastructure 4,111 3,083 2,775 2,913 3,059
Traction 348 473 544 626 719
Exports 1,107 620 682 784 902
Others 759 650 748 837 938
Total Industrial 15,810 17,391 19,449 22,067 25,060
% YoY change 10.0 11.8 13.5 13.6
Revenue Mix (%)
Power back up 60.0 72.3 75.6 76.6 77.6
Infrastructure 26.0 17.7 14.3 13.2 12.2
Traction 2.2 2.7 2.8 2.8 2.9
Exports 7.0 3.6 3.5 3.6 3.6
Others 4.8 3.7 3.8 3.8 3.7

Source: Company, Kotak Institutional Equities

Telecom segment under pressure due to excess capacities

Telecom battery volumes have declined by about 30% from peak demand of 2,000 mn
ampere hour in FY2009 to 1,400 mn ampere hour currently. Pricing pressure has been quite
severe in the telecom segment due to excess capacities as industry capacities are at about
2,500 mn ampere hours. This resulted in a 36% decline in telecom battery revenues of Exide
Industries in FY2010.

KOTAK INSTITUTIONAL EQUITIES RESEARCH "
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Telecom battery demand was boosted by a significant increase in telecom tower rollouts by
telecom companies in the past. Given regulatory pressures and intense competition in the
telecom space, telecom tower rollouts have slowed down considerably. Kotak’s telecom
analyst expects new telecom tower additions of 20,000 per year over the next two years. He
also believes that over the next two years, 60,000-70,000 towers would require replacement
of their batteries assuming a three-year replacement cycle for batteries. We believe telecom
tower demand could increase from 1,400 mn ampere hours at present to 2,000 amp hours
by FY2012E if the telecom replacement cycle kicks—leading to a potential 17% CAGR
increase in telecom battery size assuming pricing remains stable. However, we believe
pricing could be under further pressure given excess capacities with players. We estimate a
modest 5% increase in telecom battery revenues for Exide Industries over FY2011-2013E as
(1) we assume a slower ramp-up in telecom replacement demand and (1) we expect pricing
to remain under pressure.

Hyderabad Power Systems (~54% of its revenues comes from telecom segment) EBITDA
margins have declined from 20.6% in 1QFYQ09 to 2.7% in 3QFY 11 indicating severe price
competition in the telecom segment.

Exhibit 13: New telecom tower addition to slow down to 5% CAGR over 2011-2013E
Telecom tower rollout, units, March fiscal year-ends
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Exhibit 14: Hyderabad Industries, quarterly trend, Exhibit 15: Amararaja Batteries, quarterly trend,
March fiscal year-ends March fiscal year-ends
Net sales (LHS) =———EBITDA margins (RHS) Net sales (LHS) == EBITDA margins (RHS)
4,000 - r 25 5,000 - r 30
3,500 A 1 L
L 20 4,250 25
3,000 1 3,500 - 20
2,500 - r15
2,750 1 r 15
2,000 A L 10
2,000 - F 10
1,500 A
1,000 - E 1,250 - -5
500 0 500 0
[e)} (o)) [} [} o o o o — — — ()] ()] ()] (o)) o (@] o o — — —
O O O O = = = = — «— <« O O O O = = = = = — <
o o o o o o o (@] o o o o (@] o o o o o o o o o
o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~
A W A A S W A R A WY T L X kT oz
o o o o o o o o o o oo o o o o o o o o o o o
— o~ m < — o~ m < ~— o~ m — [a\} m < — [a\} m < — o~ m
Source: Company Source: Company

12 KOTAK INSTITUTIONAL EQUITIES RESEARCH



Exide Industries Automobiles

STRONG PRICING POWER TO OFFSET SHARP SPIKES IN LEAD PRICES

Lead accounts for 80% of the total raw material costs of Exide while plastic resins (polypropylene and
polyethylene) account for 18% of the total raw materials. The company has lead price escalation clauses built
into its contracts with OEMs, which helps them pass on the rising input costs to the OEMs. Exide's sustained
profitability in the automotive battery segment is underpinned by its strong branding power in the
replacement segment and market dominance. However, rapidly escalating competition in the industrial
segment is likely to constrain margins significantly over the next few years.

We believe an increase in sourcing from lead smelters to 70% by FY2013E from 45%
currently would be key to maintaining EBITDA margins. We estimate an increase in sourcing
from lead smelters would increase EBITDA margins by 1.6-2.7% over FY2011-2013E,
offsetting the impact of increasing lead prices and slower growth of industrial battery
segment. We expect automotive EBITDA margins to increase by 1.5% over FY2011E-
FY2013E, driven by the benefit of sourcing from smelters and a marginal improvement in
replacement batteries share in overall product mix.

We estimate industrial EBITDA margins to decline by 1.1% over the next two years driven by
pricing pressure in both telecom and UPS segments.

Exhibit 16: Increase in lead from smelters will be key to maintaining EBITDA margins
March fiscal year-ends

2009 2010 2011E 2012E 2013E
Captive lead consumption 23 40 45 60 70
Lead consumed (tonnes) 154,908 174,519 203,286 232,622 263,160
Captive lead procurement (tonnes) 35,629 69,808 91,479 139,573 184,212
Imported/domestic lead procured (tonnes) 119,279 104,711 111,807 93,049 78,948
Average imported/domestic lead price (Rs/tonne) 114,250 103,967 111,245 120,144 126,152
Average captive lead price (Rs/tonne) 106,252 96,689 103,458 111,734 117,321
Average lead cost/tonne 112,410 101,056 107,741 115,098 119,970
Captive lead sourcing benefit 285 508 712 1,174 1,627
Net sales (Rs mn) 33,930 37,940 44,257 52,089 60,057
Positive impact on EBITDA margins (bps) 0.8 1.3 1.6 2.3 2.7
EBITDA margins without captive smelter benefit 15.3 22.1 17.8 17.6 17.5
EBITDA margins after captive smelter benefit 16.1 234 19.4 19.9 20.2

Source: Company, Kotak Institutional Equities

Exhibit 17: Smelter contribution is increasing in lead raw material sourcing
March fiscal year-ends, 2009-2013E
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FINANCIALS

We expect revenue CAGR of 16% over FY2011-2013E driven by 18% CAGR in the automobile battery segment.
We expect the replacement segment to grow at 20% CAGR versus 16% CAGR for the OEM segment, driven

by an increase in the market share of Exide from unorganized players as capacity constraints ease. We
estimate revenue CAGR for the industrial battery segment to increase at 14% over the same period.

Exhibit 18: Revenues have grown at 29% CAGR over FY2006-2010
March fiscal year-ends
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Source: Company, Kotak Institutional Equities

Ramp-up in smelter production could ease raw material cost pressures

Exide has increased lead sourcing from its smelters to 45% from 23% in FY2009. The
company plans to increase sourcing from these smelters to 70% by FY2013E, which would
reduce the volatility of earnings due to a lower reliance on imports and aid EBITDA margins
given that lead sourced from smelters is 7-8% cheaper than imported lead. We estimate the
increase in sourcing from lead smelters would help improve EBITDA margins by 1.6-2.7%
over FY2011-2013E, offsetting the impact of increasing lead prices and slower growth of the
industrial battery segment.

14 KOTAK INSTITUTIONAL EQUITIES RESEARCH
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Exhibit 19: Exide Industries, profit and loss statement for smelters, March fiscal year-ends, 2009-2013E

2009 2010 2011E 2012E 2013E
Capacity (MT) 96,000 96,000 122,400 140,000 185,000
Tonnage sold (MT) 52,187 75,347 91,479 139,573 184,212
Utilization (%) 54.4 78.5 74.7 99.7 99.6
Lead sales (Rs million) 6,561 8,331 10,874 17,842 25,038
Avg lead price (R/MT) 125,728 110,573 118,867 127,832 135,918
YoY chg (%) (12.1) 7.5 7.5 6.3
Gross sales 6,872 8,731 11,578 18,896 26,483
Sales tax, VAT 959 940 1,238 2,060 2,912
Net sales 5,913 7,791 10,340 16,836 23,571
% YoY 31.8 30.4 60.9 39.1
Raw Materials 5,413 6,609 8,787 14,442 20,270
Employee cost 66 97 114 139 169
Manufacturing exp 161 233 273 342 426
SG&A 69 142 172 273 378
less: withdrawn from RVS (6) (10) — — —
Total expenses 5,702 7,071 9,346 15,195 21,243
EBITDA 211 721 994 1,641 2,328
Other income 56 74 85 90 95
Interest exp 95 49 40 37 34
Depreciation 23 58 59 66 74
PBT 148 688 980 1,628 2,315
Tax 54 237 343 570 810
PAT 924 452 637 1,058 1,505
EPS 0.1 0.5 0.7 1.2 1.8
Raw material to net sales (%) 91.5 84.8 85.0 85.8 86.0
Gross margins (%) 8.5 15.2 15.0 14.2 14.0
Employee cost to net sales (%) 1.1 1.2 1.1 0.8 0.7
Other exp to net sales (%) 3.8 4.7 4.3 3.7 3.4
EBITDA margins (%) 3.6 9.2 9.6 9.7 9.9
Source: Company, Kotak Institutional Equities
Exhibit 20: Contribution of smelters in total lead requirement Exhibit 21: EBITDA margins expected to improve with better
March fiscal year-ends automotive battery mix
March fiscal year-ends
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Source: Company, Kotak Institutional Equities
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We expect earnings to grow at 18% CAGR over FY2011-2013E

We forecast earnings to grow at 18% CAGR over FY2011-2013E driven by 16% revenue
CAGR and 80 bps improvement in EBITDA margins. We expect depreciation expenses to
increase as new capacities come on stream.

Exhibit 22: 52% CAGR in profits reported over FY2006-2010
March fiscal year-ends
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Margins have declined sharply in 3QFY 11 driven by capacity constraints

Exide’s EBITDA margins declined to 15% in 3QFY 11 versus 23% in TQFY11. This sharp drop
in EBITDA margins was due to several factors (1) the company faced capacity constraints and
hence could not supply batteries to high margin replacement automotive segment, (2) margins
of the industrial segment declined due to a sharp dip in telecom battery demand and fall in
margins in UPS segment. However, we expect EBITDA margins to increase over the next few
quarters driven by (1) a 3% increase in prices in the replacement automotive battery segment
in January 2011 and increase in capacities, which has improved supplies to the replacement
segment, and (2) uptick in inverter demand in the summer seasons which has higher margin.

Exide plans to increase 4-wheeler battery capacity to 10.6 mn from April 2011 and 12 mn by
October 2011 from its current 9.6 mn. Two wheeler battery capacity will be expanded to 21

mn by end of FY2013from 10 mn currently. The company plans to spend Rs4 bn to increase

capacity including a new plant at Ahmednagar in FY2012.

Strong return ratios and free cash flow yield should support valuations

Exide has generated ROEs in excess of 20% over the past five years, driven by healthy
revenue growth and increase in EBITDA margins. The company has also generated excess
free cash to fund its capital expenditure plans and also invest in loss making ING Vyasa Life
insurance company. We expect healthy return ratios to continue and generate strong free
cash flow yield of 4-5% over FY2012-2013E.
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Exhibit 23: Exide Industries, profit and loss statement, March fiscal year-ends, 2008-2013E (Rs mn)

2008 2009 2010 2011E 2012E 2013E
Gross Sales 36,060 42,334 45,417 53,321 62,758 72,358
Excise Duty 4,491 4,644 3,283 4,266 5,021 5,789
Sales tax and Octroi 3,119 3,759 4,195 4,799 5,648 6,512
Net Sales 28,449 33,930 37,940 44,257 52,089 60,057
Raw Materials 18,741 22,484 21,807 27,172 32,396 37,705
Employee Cost 1,510 1,709 2,252 2,635 2,898 3,188
Power & Fuel Cost 1,007 1,189 1,358 1,589 1,716 1,853
Freight and forwarding 599 859 1,052 1,262 1,388 1,527
Publicity, sales promotion 361 290 431 517 569 626
Other expenses 1,537 1,952 2,146 2,517 2,770 3,025
Total expenses 23,754 28,483 29,046 35,692 41,738 47,924
EBITDA 4,695 5,448 8,894 8,565 10,351 12,133
Other Income 65 65 121 887 1,011 1,145
Depreciation 642 679 807 830 987 1,098
Interest Expense 374 479 103 65 51 56
Profit Before Tax 3,744 4,354 8,106 8,556 10,325 12,124
Tax Provisioning 1,240 1,510 2,735 2,652 3,201 3,759
Exceptional Expenses / (Income) — — — 469 — —
PAT (Reported) 2,504 2,844 5,371 6,373 7,124 8,366
Pre - exceptional PAT 2,504 2,844 5,371 6,045 7124 8,366
EPS FD (Rs) 3.1 3.6 6.3 7.1 8.4 9.8
DPS FD 0.4 0.6 1.0 0.6 0.6 0.6
Excise duty as a % of gross sales 12.5 11.0 7.2 8.0 8.0 8.0
Sales tax as a % of gross sales 8.7 8.9 9.2 9.0 9.0 9.0
Raw material as a % of net sales 65.9 66.3 57.5 61.4 62.2 62.8
Employee cost as a % of net sales 5.3 5.0 5.9 6.0 5.6 5.3
Power cost as a % of net sales 3.5 3.5 3.6 3.6 3.3 3.1
Freight exp as a % of sales 2.1 2.5 2.8 2.9 2.7 2.5
Sales promotion as a % of sales 1.3 0.9 1.1 1.2 1.1 1.0
Other expenses as a % of net sales 5.4 5.8 5.7 5.7 5.3 5.0
EBITDA margin (%) 16.5 16.1 234 19.4 19.9 20.2

Source: Company, Kotak Institutional Equities
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Exhibit 24: Exide Industries, balance sheet, March fiscal year-ends, 2008-2013E (Rs mn)

2008 2009 2010 2011E 2012E 2013E
Sources of Funds
Share Capital 800 800 850 850 850 850
Reserves & Surplus 9,464 11,704 21,348 27,126 33,655 41,426
Total Shareholders Funds 10,264 12,504 22,198 27,976 34,505 42,276
Secured Loans 2,724 1,796 2 — — —
Unsecured Loans 774 1,376 898 500 500 500
Total Debt 3,498 3,172 900 500 500 500
Deferred Tax Liability 479 412 590 590 590 590
Total sources of funds 14,241 16,087 23,687 29,066 35,595 43,366
Application of funds:
Gross Block 10,975 12,567 13,365 17,365 19,865 22,365
Less: Accum. Depreciation 5,424 5,887 6,598 7,427 8,414 9,512
Net Block 5,551 6,680 6,767 9,937 11,451 12,853
Capital Work in Progress 467 173 378 378 378 378
Net Fixed Assets 6,018 6,853 7,144 10,315 11,828 13,230
Total Investments 5,183 6,682 13,354 13,986 16,886 20,786
Current Assets
Inventories 5,707 4,385 6,068 7,072 8,432 9,814
Sundry Debtors 2,592 2,310 2,546 3,031 3,568 4114
Cash and Bank Balance 17 337 29 678 1,663 2,984
Loans and Advances & Other CA 448 387 476 500 550 600
Total current assets 8,765 7,419 9,118 11,281 14,213 17,511
Current Liabilities 4,671 3,807 4,943 5,415 6,230 7,060
Provisions 1,054 1,059 985 1,102 1,102 1,102
Total current liabilities and provisions 5,725 4,866 5,929 6,517 7,332 8,162
Net Current Assets 3,040 2,552 3,189 4,765 6,381 9,349
Total Application of Funds 14,241 16,087 23,687 29,066 35,595 43,366
Net debt/equity (x) 0.34 0.23 0.04 (0.01) (0.03) (0.06)
Book value per share (x) 12.8 15.6 26.1 329 40.6 49.7
ROAE (%) 29.5 25.0 31.0 241 22.8 21.8
ROACE (%) 33.4 34.3 38.1 32.5 31.9 30.6
Debtor days 33 25 24 25 25 25
Creditor days 48 32 38 38 38 38
Inventory days 111 71 102 95 95 95

Source: Company, Kotak Institutional Equities
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Exhibit 25: Exide Industries, cash flow statement, March fiscal year-ends, 2008-2013E (Rs mn)

2008 2009 2010 2011E 2012E 2013E
Profit before tax 3,744 4,354 8,106 8,556 10,325 12,124
Tax Paid (1,240) (1,510) (2,735) (2,652) (3,201) (3,759)
Change in DTL 33 (67) 178 — — —
Add: D&A 642 679 807 830 987 1,098
Miscellaneous expenditure written off — — — — — —
Chg in Debtors (1,108) 282 (236) (485) (536) (546)
Chg in Loans & Advances (160) 62 (89) (24) (50) (50)
Chg in other CA (1,744) 1,002 (1,375) (1,004) (1,360) (1,382)
Chgin CL 1,440 (863) 1,136 471 815 830
Chg in Provisions 183 5 (74) 117 — —
Change in Working Capital (1,390) 488 (637) (926) (1,131) (1,148)
Cash Flow from Operations 1,788 3,944 5,718 5,807 6,980 8,316
Capex (1,692) (1,515) (1,098) (4,000) (2,500) (2,500)
Change in Investments/Assets including goodwill (1,403) (1,499) (6,672) (633) (2,900) (3,900)
Cash Flow from Investing Activities (3,095) (3,014) (7,770) (4,633) (5,400) (6,400)
Change in Debt 251 (326) (2,272) (400) — —
Change in Equity 50 — 50 — — —
Change in Reserves 1,379 (43) 5,175 — (0) 0
Dividend and Dividend Tax (374) (561) (902) (595) (595) (595)
Cash Flow from Financing Activities 1,306 (930) 2,052 (995) (595) (595)
Extraordinary ltems + Tax Adjustments + others 3 320 (308) 469 — —
Increase/(Decrease) in Cash 3 320 (308) 649 985 1,321
Opening Cash and Bank Balance 14 17 337 29 678 1,663
Closing Cash and Bank Balance 17 337 29 678 1,663 2,984

Source: Company, Kotak Institutional Equities
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RISKS

We believe key downside risks for Exide would be slower-than-expected ramp-up in the capacity of lead
smelters and unforeseen levels of competition in the automotive replacement battery market and industrial
battery market.

Industry-specific downside risks
» Slower-than-expected growth in the automotive replacement battery market due to an
increase in competition from unorganized players resulting in a decline in revenues and

EBITDA margins for Exide Industries

» Increase in replacement cycle of batteries due to improvement in battery life which could
lead to lower-than-expected growth in replacement volumes

» Longer-than-expected improvement in telecom replacement battery market which could
lead to decline in telecom battery volume growth

» Delay in ordering by railways for signaling systems

» Greater than expected increase in lead prices which could lead to decline in EBITDA
margins

Company-specific downside risks

» Lower-than-expected ramp-up in smelter capacities could result in decline in EBITDA
margins as Exide will have to rely more on outside lead which is expensive than the lead
produced from smelters

» Inability of Exide to increase market share from unorganized players, especially in two-
wheeler batteries

» Delays in capacity ramp-up could pose risks on account of a decline in market share
which would impact revenues

» Greater-than-envisaged increase in losses in ING Vyasa Life Insurance business, which
could lead to higher contribution from Exide to fund those losses
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COMPANY PROFILE

Exide Industries is the leading automobile and industrial battery manufacturer in India. The company’s edge
comes from its unparalleled distribution network, excellent customer relationships and strong brand loyalty.
It is well positioned to benefit from strong auto demand in India as its vast distribution network is a key entry
barrier for the new players, in our view.

Exide Industries is the leading battery manufacturer in India with an installed capacity of 9.6
mn four-wheeler batteries, 10 mn two-wheeler batteries and 1,750 mn ampere hour
industrial batteries in FY2010. Exide commands a ~70% market share in OEM battery
segment, ~68% market share in the organized replacement battery segment and ~70%
market share in UPS/power back up systems. The company manufacturers a wide range of
storage batteries ranging from 2.5 ampere hour to 15,000 ampere hour capacity from its six
manufacturing plants across India. Exide Industries has established an extensive sales and
distribution network that includes a dedicated in-house sales force for OEMs and
approximately 38,500 retail outlets for aftermarket sales that include 12,500 dealers spread
across 202 cities in India. Exide’s automotive segment accounts for 61% of total revenues
while the industrial segment accounts for 38% of total revenues.

The replacement automotive segment is the key contributor to revenues and earnings for
Exide due to its high profitability versus sales to OEM customers. The replacement auto
segment contributes ~73% of auto revenues and ~91% of automotive segment EBITDA. In
the industrial segment, UPS/power back up segment is the key to industrial segment
revenues (contributes 72% of industrial revenues) and is likely the highest profitable
segment in the industrial segment as well.

Exhibit 26: Automotive segment contributes 61% of gross revenues
Revenue mix, FY2010, March fiscal year-ends
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Source: Company
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Exhibit 27: Replacement auto segment forms 73% of
automotive gross revenues
Automotive revenue mix, FY2010, March fiscal year-ends
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Exhibit 28: Power back-up segment forms 72% of industrial
gross revenues
Industrial revenue mix, FY2010, March fiscal year-ends
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Exhibit 29: Industrial battery segment summary
March fiscal year-ends

Revenue contribution
to overall industrial
segment revenues

Revenue
contribution to
overall revenues

Industrial Segment Type of battery used Major customers Application (FY2010) (FY2010)
Flooded flat pasted, flooded ) P back t
UPS systems, power coded Tiat paste 000e American Power . oweT ack up systems
back up and inverters tubular and valve regulated Corporation. NTPC in offices, malls, power 72.0 27.7
P lead acid batteries (VRLA) P ' stations
Tel t b.
Telecom Tubular batteries and VRLA Telecom companies © gcom ower base 20.0 8.0
stations
. ) ) Signalling, coach and
Railways VRLA Indian Railways track lighting 1.7 0.4
Traction batteries Tubular batteries Godrej, Mcneil, Voltas, Maini  In Fork Lifts 2.7 1.0
Flooded Plant d tubul t in Australia, imarily tracti
Exports ooded Plante and tubular customers in Australia primarily traction 36 13

batteries

Japan, Korea, Germany etc

batteries

Source: Company, Kotak Institutional Equities
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The company also has a 50% stake in ING Vysya Insurance Limited (IVL), a joint venture with
ING Group, Netherlands, a significant player in the global life insurance industry. Under the
terms of the joint venture agreement, Exide could not divest its stake in IVL until October
2010. IVL began its operations in September 2001 and currently services more than 1 mn
customers. Exide has invested Rs6.3 bn in ING Vysya Insurance Limited and the business has
been making losses since its inception.
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Exhibit 30: Exide Industries, shareholding pattern
As of December 31, 2010
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Source: Bombay Stock Exchange
Exhibit 31: Key management personnel
Person Designation Key achievements
Mr. Rajesh Gordhandas Chairman and Non Executive He is a practicing Chartered Accountant and Senior Partner at G.M.Kapadia
Kapadia Independent Director and Company. He has been with the company since June 1991
Vice Chairman and Non He has wide range of experience in industry and business. He has been in the

Mr. Rajan B. Raheja Executive Independent Director company since December 1991

He is a Chartered Accountant and has 41 years experience in different
Mr. T.V.Ramanathan Managing Director and CEO organisations including World Bank and United Breweries group. He has been
in the company's board since May 1996

He holds a engineering and a MBA degree from IIM A. He has been with the

Mr. Gautam Chatterjee Director- Industrial company since May 1996

He has a engineering degree and has been with the company since March
2005. He has more than 20 years experience in battery business

Mr. A.K.Mukherjee Chief Financial Officer He is a CA and a cost accountant. He has been with the company since 1998

Mr. Paban Kumar Kataky Director - Automotive

Source: Company

"|, Hitesh Goel, hereby certify that all of the views expressed in this report accurately reflect
my personal views about the subject company or companies and its or their securities. | also
certify that no part of my compensation was, is or will be, directly or indirectly, related to the
specific recommendations or views expressed in this report."
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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, Neutral, Cautious.

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.
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2. Such research analysts may not be associated persons of Kotak Mahindra Inc and therefore, may not be subject to NASD Rule 2711 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.

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.
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