% UBS Global Equity Research

India

UBS Investment Research

India Retail Sector Retal .

Sector Comment

Performance indicators in retail sector
1 April 2011
B Focuson key performance metrics
We study the historical financial data of eight retail companies (Jubilant Foodwork,
Provogue, Pantaloon, Shopper's Stop, Trend, Vishal retail, Titan Industries and
Bata India.)) in India. The companies include both rated and non-rated companies. )
Financial data that we focus on includes sales growth, Inventory turns, free cash Sunita Sachdev
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flow, leverage and profit margins: _ Analyst

sunita.sachdev@ubs.com
B Pantaloon Retail — compelling fundamentals +91-22-6155 6062
PRIL’'s complicated holding structure, high working capital regquirements and Deepa Mirchandani
highly levered balance sheet are reasons for concern but current valuations are hard Associate Analyst
to ignore. Pantaloon is trading at 18x FY 12E earnings, and at a~42% discount to deepa.mirchandani@ubs.com

sector valuation at 30x FY 12E PE- despite being the dominant retailer. +91-22-6155 6051
B Titan —quality at aprice

Titan has outperformed Sensex by 90% and 8% in last 12/one month. The near

term catalysts for stock price movement include 1) better than expected Q4FY 11E

results, 2) successful product launches and 3) turnaround in loss-making operations

B Valuation: Retail sector trading at 30x FY 12 earnings

Retail sector istrading at a valuation of ~30x FY 12E PE. While sector valuation is
steep we believe faster consumption growth, improved sentiment and FDI catalysts
should maintain the premium over the staples space.

Table 1: Retail companies under coverage

Company Price PT Rating Upside Mcap ($b) PE EBITDA Growth PAT growth
Covered Rs. (31st Mar'11) % 30/03/11 FY12E FY13E FY12E FY12E
Titan 3,810.8 4,100.0 Buy 8% 3.8 348 26.9 17% 22%
Pantaloon 259.2 350.0 Buy 35% 13 18 128 28% 42%

Source: UBS estimates
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sSummary

We study the historical financial data of eight retail companies in India. The
companies include both rated and non-rated companies. Financial data that we
focus on includes sales growth, Inventory turns, free cash flow, leverage and
profit margins.

Indian retail industry including organised retail has potential to be one of the
sunrise industries given strong growth aided by rising income levels. Increasing
proportion of women at work is a key driver of out-of-home consumption and
growth in organized retail.

We expect Indian retail industry to double in the next 7-8 years, with organised
retail growing at a faster pace. Mom & Pop stores however will continue to
dominate the retail spacefor avery long time.

We believe the most important catalyst for the sector is the potential opening up
of FDI (Foreign Direct Investment) in multi-brand retail. We expect this will
change the dynamics in sector. While long overdue, the Finance Minister failed
to provide any details on the opening up of FDI on multi-brand retail in the
Union Budget FY12. Recently, The Deputy Chairman of the Planning
Commission Dr Montek Singh Ahluwalia stated that the Planning Commission
isin favour of FDI in retail and the adverse impact of the same (potential loss of
business of the mom-and-pop retailers) has been exaggerated.

We believe this potential change in policy puts Pantaloon Retail (PRIL) in a
sweet spot. PRIL's management is open to divest. PRIL’s complicated holding
structure, high working capital requirements and highly levered balance sheet is
reason for concern but current valuations are hard to ignore. Pantaloon is trading
at 18x FY12E earnings, and ~42% discount to sector valuation at 30x FY 12E
PE— despite being the dominant retailer.

Titan has outperformed Sensex by 90% and 8% in last 12/one month. The near
term catalysts for stock price movement include 1) better than expected
QA4FY 11E results, 2) successful product launches and 3) turnaround in loss-
making operations

Retail sector valuation

Retail sector istrading at avaluation of ~30x FY 12E PE. While sector valuation
is steep we believe faster consumption growth, improved sentiment and FDI
catalysts should maintain the premium over the staples space. Retail companies
that are trading at significant premium include Jubilant Foodworks, Titan
Industries and Shopper’ s Stop.

We study the historic financial data of

eight retail companies in India

PRIL in sweet spot as we see steady
progress towards opening of FDI in

multi brand retailing

Titan is amongst the strongest retailer;

deserves premium valuation
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Table 2: Retail sector comparables

Company Price PT Rating Upside Mcap ($b) PE EBITDA Growth Earnings growth
Covered Rs. (315t Mr'2011) % FY12E FY13E FY12E FY12E
Titan 3,810.8 4,100.0 Buy 8% 3.8 34.8 26.9 17% 22%
Pantaloon 259.2 350.0 Buy 35% 13 18 12.8 28% 42%
Not-covered

Jubilant Foodworks 539.4 0.8 368 26.1 45% 29%
Shoppers Stop 345.3 0.6 321 248 33% 56%
Bata India 3904 0.6 174 22% 40%
Provogue 42 0.1 12.0 18% 30%
Average 301 216 24% 31%

Source: Estimates for non-covered companies is Reuters, UBS estimates

In the chart below we compare the one year price performance of retail sector
(weighted average price performance of Pantaloon, Shoppers Stop, Jubilant
Foodworks, Trent, Bata India, Provogue, Vishal Retail, Titan Industries) vs. the

broader index.

Chart 1: One year price performance of retail sector vs. Sensex
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Retall sector-performance
indicators

We study the historical financial data of eight retail companies in India. The
companies include both rated and non-rated companies. Financial data that we
focus on includes sales growth, Inventory turns, free cash flow, leverage and
profit margins

We give below important financial metrics for following companies -Jubilant
Foodwork, Provogue, Pantaloon, Shopper’'s Stop, Trend, Visha retail, Titan
Industries and Bata India.

Top line growth: Although same store sales growth remains the most
important metric in judging a retailer's performance; however, many of the
Indian retailers don’t report the numbers, hence give quarterly sales growth data
for comparison.

Top line growth also is an indicator of new store opening which is the function
of execution ability of management. Given India is a difficult market, due to
paucity of organised retail hubs, retail space openings are also key barometer of
retailer’ s success.

Pantaloon and Titan Industries have achieved higher than the sector average
sales growth of 7.4% in the last 15 quarters with 9.3% and 8.5% growth
respectively. .

Table 3: Quarterly sales growth trend

Particulars (%) Dec-08 Mar-09 Jun-09 Sep-09 Dec-09 Mar-10 Jun-10 Sep-10 Dec-10
Pantaloon 10.3% 10.5% 11.0% 10.7% 10.6% 10.5% 6.6% 8.2% 8.6%
Shoppers Stop 2.8% 0.9% 3.2% 4.9% 7.9% 3.9% 5.0% 3.3% 4.6%
Trent 0.5% -3.8% 0.8% -4.4% 2.9% -1.3% 1.3% -2.6% 1.2%
Vishal Retail 12.3% -58.8% -11.8% -37.8% -11.8% -68.0% 0.7% -6.3% 0.2%
Titan 5.8% 6.3% 9.0% 9.4% 8.0% 7.7% 8.9% 11.3% 10.0%
Bata India 9.6% 9.2% 10.6% 9.2% 15.5% 9.4% 12.8% 12.0% 15.5%
Provogue 6.9% 11.8% 11.9% 6.9% 10.1% 4.5% 11.2% 13.5% 14.7%
Jubilant 11.2% 15.6% 14.2% 15.7% 16.6% 15.5% 18.5% 18.2% 17.3%
Aggregate Retail 8.2% 3.7% 8.0% 6.0% 8.5% 4.2% 7.2% 8.1% 8.8%

Source: Company data

Inventory turns: Inventory turnsis an indicator of lesser working capita
requirements and improvement in returns. Inventory turns are an important
barometer of the logistics and ability of strong merchandise for a retailer. This
has also an expression of how popular the retailer is with its target audience.
Also important from the capital employed perspective, given most retailers is
strapped of cash.

Pantaloon’ s inventory turns have declined over the past seven years; one of the
major concerns around the company. Titan industries have maintained its
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inventory turns over last few years. In genera, Titan Industries has lower
inventory turns than sector average because jewellery (75% of sales) is category
that has lower inventory turns compared to other categories like Food and

apparel.
Table 4: Inventory turns (FY04-10)

Particulars (times) FY04 FY05 FY06 FY07 FY08 FY09 FY10

Jubilant Foodworks 141 141 151 144 154 153 16.7
Titan Industries 36 2.9 2.7 25 25 24 2.7
Provogue 1.9 2.6 1.8 1.3 14 1.2 15
Pantaloon 4.7 4.8 4.7 4.6 43 4.0 4.0
Shopper's Stop 38 4.2 53 55 4.6 4.7 5.6
Trent 35 35 4.06 3.7 3.0 3.2 3.6
Vishal Retail 4.0 3.6 37 31

Bata India 26 28 2.6 29 29 35 4.0

Source: Company data
Free cash flow

We give below the historical free cash flow generated by each company through
FY10. Barring Titan and Bata India, al the retailers have generated negative
free cash flows over the last 6-7 years. Titan Industries benefits from higher
profitability and lower capex and working capital requirements. They aso
benefit from their old franchise network strength.

The most aggressive retailer in terms of rapid expansion has been Pantaloon
which has generated maximum negative FCF over the period FY04-10. More
than 95% of PRIL’'s capex and working capita has been raised from the
equity/debt markets over this period.

Table 5: Free cash flow

Particulars, Rs.m FY04 FY05 FY06 FYO7 FY08 FY09 FY10
Jubilant Foodworks NA NA (1) (96) (188) (308) 268
Titan Industries 651 1,472 827 543 552 961 2,971
Provogue (353) (455) (723) (1,442) (1,168) (1,259)
Pantaloon 210 (1,140) (4,500) (9,410) (12,437) (6,374) (2,615)
Shopper's Stop (112) (273) (41) (852) (1,290) (113) 189
Trent 130 35 577 (547) (256) (1,054) (874)
Vishal Retail NA NA (547) (1,981) (3127) (1,752) 617
Bata India (372) (130) 177 348 (13) 589 NA

Source: Company data
Leverage

Titan Industries clearly performs very well on both the parameters (FCF and
leverage) given they have managed to reduce their debt to equity from 2.5x in
FY 04 to 0.1x in FY 10 through operating free cash flows and not through equity
dilution like in case of Pantaloon.
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Most of the retailers have managed to reduce their debt to equity levels over

time with the exception of Visha Retail (increased D/E from 0.8 in FYQ7 to

3.9x in FY10)
Table 6: Debt/Equity

Debt/Equity FY04 FY05 FY06 FY07 FY08 FY09 FY10
Jubilant Foodworks 0 0 0 0 0 0 0
Titan Industries 25 1.8 12 0.8 0.6 0.3 0.1
Provogue 038 05 021 05 03 05
Pantaloon 2.5 13 11 1.2 1.2 1.3 0.8
Shopper's Stop 0.7 1.0 0.2 0.5 0.7 11 0.8
Trent 0.00 0.25 0.63 053 0.32 0.34 04
Vishal Retail 038 19 20 40 39
Bata India 05 03 0.4 02 02 01 NA
Source: Company data, UBS
Profit margins
Profit margins are the key indicator to the performance of retailers, since
retailers are generally leveraged and operating margins are not a clear indicator
of profitability accruing to minority shareholders. Profit margins are a indicator
of the profitability of aretailer.
Titan Industries has achieved higher than sector’s average profit margin of last
15 quarters (5% vs. 3% of sector’s average). If we remove Vishal retail from our
sector average calculation, the sector average is at 5%. Vishal retail reported -
16% average profit margin over the last three years. Given sector's average
profit margins of 5% (ex. Vishal Retail), Titan Industries is in line with sector’s
average.
Table 7: PAT margins
Dec-08 Mar-09 Jun-09 Sep-09 Dec-09 Mar-10 Jun-10 Sep-10 Dec-10 Score
Pantaloon 2% 2% 2% 2% 3% 3% 3% 2% 2% 2
Shoppers Stop 0% -8% 0% 2% 4% 3% 3% 2% 3% 1
Trent 5% 8% 4% 4% 3% 10% 5% % % 4
Vishal Retail 1% -49% -34% -34% -33% -51% -6% -11% -6% 1
Titan 3% 2% 5% % 6% 4% 6% 8% % 4
Bata India 8% 4% 6% 5% 9% 6% % % 10% 4
Provogue % 11% 10% % % 2% 8% % % 5
Jubilant Foodworks 2% 5% 4% 8% 10% 8% 11% 9% 8% 5

Aggregate Retail

3%

-1%

1%

2%

2%

1%

4%

4%

4%

Source: Company data
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Pantaloon Retail (India) Ltd. 12-month rating

Valuation hard to ignore

B Compelling valuations

PRIL’s complicated holding structure, high working capital requirements and
highly levered balance sheet is reason for concern but current valuations are hard
toignore. Pantaloon istrading at 18x FY 12E earnings, and ~40% discount to sector
valuation at 30x FY 12E PE- despite being the dominant retailer

B Positive catalystswill warrant re-rating

Inventory days improvement, monetization in few of its investments (we have
assumed that investments worth Rs5bn will be monetized in FY 11) and a demerger
of Future Capital and Future Generali would be key going forward, in our view.

B Strong growth prospects

With India among the most attractive retail destinations, PRIL being the largest
retailer is in a sweet spot.. We expect PRIL’s core retail business to grow
24%/23.6% YoY in FY11/12 with profit growth of 42%/41%. We believe PRIL
will continue store expansion at a lower pace, and shift focus to cash generation
and optimal capital deployment.

B Valuation: trading at 42% discount to sector valuation

Valuation remains attractive for PRIL at 18x FY 12E earnings vs. sector’s 30x. At
our price target, the implied valuation of PRIL is PE of 24x FY 12E; 17% discount
to the sector. We value PRIL through DCF, where we explicitly forecast long-term
valuation drivers using UBS's VCAM tool. We assume a WACC of 12% and a
terminal year growth rate of 5%..

Highlights (Rsm) 06/09 06/10 06/11E 06/12E 06/13E
Revenues 66,614 89,261 110,702 136,807 166,649
EBIT (UBS) 5,284 6,068 6,851 8,851 10,984
Net Income (UBS) 1,406 2,431 2,031 2,891 4,072
EPS (UBS, Rs) 7.39 11.79 10.10 14.38 20.25
Net DPS (UBS, Rs) 0.61 0.70 0.72 0.75 0.80
Profitability & Valuation 5-yr hist av. 06/10 06/11E 06/12E 06/13E
EBIT margin % 6.7 6.8 6.2 6.5 6.6
ROIC (EBIT) % 144 141 140 15.9 176
EV/EBITDA (core) x 179 9.7 73 6.0 5.1
PE (UBS) x 52.7 30.7 25.7 18.0 128
Net dividend yield % 0.2 0.2 0.3 0.3 0.3

Source: Company accounts, Thomson Reuters, UBS estimates. (UBS) valuations are stated before goodwill, exceptionals and other special items.
Valuations: based on an average share price that year, (E): based on a share price of Rs259.20 on 31 Mar 2011 22:32 SGT

Sunita Sachdev
Analyst
sunita.sachdev@ubs.com
+91-22-6155 6062

Deepa Mirchandani
Associate Analyst
deepa.mirchandani@ubs.com
+91-22-6155 6051

* Exception to core rating bands; See page20

Global Equity Research
India

Retailers, Broadline

Buy *

Unchanged

12m price target Rs350.00/US$7.86
Unchanged

Price Rs259.20/US$5.82

RIC: PART.BO BBG: PF IB

Trading data (local/US$)

52-wk range Rs517.40-234.50/US$11.66-5.13
Market cap. Rs56.2bn/US$1.26bn
Shares o/s 217m (ORD)
Free float 60%
Avg. daily volume ('000) 408
Avg. daily value (m) Rs115.8
Balance sheet data 06/11E
Shareholders' equity Rs39.5bn
P/BV (UBS) 1.3x
Net Cash (debt) (Rs27.9bn)
Forecast returns
Forecast price appreciation +35.0%
Forecast dividend yield 0.3%
Forecast stock return +35.3%
Market return assumption 13.1%
Forecast excess return +22.2%
EPS (UBS, Rs)
06/11E 06/10

UBS Cons.  Actual
QIE 213 - 1.38
Q2E 2.35 2.88 3.90
Q3E 2.06 243 271
Q4E 3.56 231 3.90
06/11E 10.10 9.22
06/12E 14.38 14.38

Performance (Rs)

Stock Price (Rs) Rel. Bombay S.E. SENSEX
700 120

8 8 8 8 8 8 8 3 3 3 8 @
g2 5 8§ 8 & 5 8§ 8 &8 5 8 38
Price Target (Rs) (LHS)

—— Rel. Bombay S.E. SENSEX (RHS)

Source: UBS

—— Stock Price (Rs) (LHS)

www.ubs.com/investmentresearch
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Key investment positives which we believe are not priced in the current
valuation

International JV could provide a case for re-rating: We
think a pure hypermarket/convenience store business, which has considerable
scale, would be an appropriate joint venture vehicle for a large international
retailer setting up back-end operations in India. The international retailer could
capitalise on PRIL’s network and also establish its own cash and carry business.

An agreement with aforeign retailer for back-end operations would enable PRIL
to benefit from its partner’s expertise in supply chain management, sourcing
strategies and inventory management. A JV may also give PRIL an edgein price
negotiations with the suppliers, depending on the scale of a partner’s operations
and its own wholesale business.

A JV with an international retailer would aso bring global best practice,
information technology and knowledge for PRIL that could be used to revamp
its exiting assets. We believe this could improve its working capital turns and
returns and potentially result in are-rating of the stock.

From the perspective of a foreign retailer, we think a Jv would also be a good
proposition, as it would have access to the largest front-end operation in India
and the ability to establish a clear needs-based relationship with the Indian
retailer.

Window of opportunity once FDI opens up: Once FDI opens
up; PRIL's value retail arm will emerge as an attractive buyout of Indian retail.

Thereason we believe PRIL svaueretail is attractive to aforeign retail player:

1. Location advantage: Big Bazaar and its offshoots are present in all the most
attractive shopping hubsin the country.

2. Established logistics, own brands and brand equity. Being the longest in the
business, Big Bazaar has established a robust backend and importantly human
capital that is so important to the running of aretail chain.

3. Willingness to divest and partner- PRIL's management is open to divest and
grow using acquired funds, unlike other private retailers that still haven't shown
willingness to do so.

Releasing funds for future growth: Divesting FCH and insurance
business would raise funds for expansion. We estimate the sale of a 49% stake
in the insurance business and the sale of FCH stake (at the current market price)
would raise Rs5-6bn. Though the company has delayed in delivering on this
causing the stock to de-rate, we believe, will prove to be a major catalyst going
forward, in our view.

Our price target does not include value of FCH and insurance business.
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Valuation

Valuation remains attractive for PRIL at 18x FY 12E earnings vs. sector’s 30x.
We believe the discount to sector due to concerns relating to complicated
holding structure and highly levered balance sheet is warranted however not to
such at extent. At our price target, the implied valuation of PRIL is PE of 24x
FY 12E which still is at a 17% discount to the sector.

Table 8: Indian retail sector comparables

Company Price PT Rating Upside Mcap ($b) PE EBITDA growth Earnings growth
Covered Rs. (30th Mar'11) % 30/03/11 FY12E FY13E FY12E FY12E

Titan 3,810.8 4,100.0 Buy 8% 3.8 348 26.9 17% 22%
Pantaloon 259.2 350.0 Buy 35% 1.3 18 128 28% 42%

Not-covered

Jubilant Foodworks 539.4 - - - 0.8 36.8 26.1 45% 29%
Shoppers Stop 3453 - - - 0.6 321 248 33% 56%
Bata India 3904 - - - 0.6 174 22% 40%
Provogue 42 - - - 0.1 12.0 18% 30%
Average 30.1 216 24% 31%

Source: Estimates for non-covered companies is Reuters, UBS estimates

Table 9: UBS-VCAM Valuation Summary for Pantaloon [PART.BO]

Relative year +1E +2E +3E +4E +5E +6E +7E +8E +9E +10E
Fiscal year 2011E 2012E 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E
EBIT 6,851 8,851 10,984 14,221 17,113 21,096 23,373 25,779 28,303 30,932
D&A* 2,596 3,286 3,998 4,812 5,721 6,409 7,146 7,932 8,765 9,641
Capex (5,949) (5,585) (6,728) (6,857) (7,766) (9,346) (10,272) (11,237) (12,234) (13,257)
Chg. in wkg. cap. (2,769) (4,104) (4,791) (5,355) (6,085) (5,241) (5,434) (5,790) (6,129) (6,444)
Tax (operating) (2,230) (3,035) (3,764) (4,873) (5,857) (5,212) (5,774) (6,369) (6,992) (7,642)
Other (643) (783) (895) (1,015) (1,138) (3,030) (3,327) (3,636) (3,955) (4,280)
Free Cash Flow (2,145) (1,370) (1,196) 933 1,989 4,676 5,711 6,679 7,758 8,951
growth NM NM NM 113.1% 135.0% 22.2% 16.9% 16.2% 15.4%
PV of explicit cash flow 28,764 Relative year +10E +15E +25E Risk free rate 8.10%
PV of terminal value (yr. 15) 52,308 Sales growth 10.0% 8.0% 5.0% ERP 5.0%
Enterprise Value 81,071 EBIT margin 1.7% 7.7% 7.0% Beta 1.37
% terminal 65% Capex/sales 3.3% 3.4% 2.4% Debt / equity*** 63.2%
Associates & other 16,286 ROIC 13.9% 14.7% 14.4% Marg. tax rate 35.0%
- Minority interests 0 Cost of equity 14.95%
Surplus cash™ 5303 Costof debt 0.90%
- Debtr+* 36,232 Fiscal year 2011E 2012E 1-yr Fwd. WACC 12.17%
Equity value 66,428 EV/EBITDA 8.6x 6.7x 7.1x
Shares outstanding [m] 217.0 EV/EBIT 11.8x 9.2x 9.7x
Equity per share (Rs/sh) 306.12 FCF Yield NM NM NM VCH (years) 15
Cost of equity 14.95% P/E (PV) 30.3x 21.3x 23.0x Impl. FCF gr. 5.9%
Dividend yield 0.28% P/E (Target) 34.7x 24.4x 26.4x Incr. ROIC 13.3%
1-year Price Target (Rs/sh) 351.02

Figures in Rs m, unless noted otherwise.

* Depreciation and non-goodwill amortization

** The portion of cash not required to maintain operations

** Assumes market value of equity and includes market value/seasonal adjustments for debt and debt-deemed obligations.

Source: UBS-VCAM
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Chart 2: UBS-VCAM Sensitivities for Pantaloon [PART.BO]

Price versus WACC Price versus Sales Growth
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Notes: Sensitivities are derived from assuming Sales Growth, EBIT Margin, or Capex / Sales is flat annually for years 6 through the VCH (year 15).
Explicit estimates in years 1 through 5 do not vary, and always represent the assumptions on the Inputs Page.
For each chart, one parameter is varied while the others are held constant. Those held constant are set as they appear on the Inputs Page.

Source: UBS-VCAM
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Pantaloon Retail (India) Ltd.

Income statement (Rsm) 06/06 06/07 06/08 06/09 06/10 06/11E  %ch 06/12E  %ch 06/13E  %ch
Revenues 19,548 33,928 52,959 66,614 89,261 110,702 240 136,807 236 166,649 218
Operating expenses (ex depn) (18,153) (31,772) (48,354) (59,930) (81,070) (101,255) 249 (124,669) 231 (151,667) 217
EBITDA (UBS) 1,395 2,156 4,605 6,684 8,191 9,447 153 12,138 285 14,982 234
Depreciation (208) (369) (834) (1,401) (2,123) (2,596) 223 (3,286) 26.6 (3,998) 217
Operating income (EBIT, UBS) 1,187 1,787 3,771 5,284 6,068 6,851 129 8,851 292 10,984 241
Other income & associates 30 920 38 61 857 325 -62.1 150 -53.8 150 0.0
Net interest (369) (898) (1,853) (3,182) (3,913) (4,164) 6.4 (4,601) 105 (4,939) 7.3
Abnormal items (pre-tax) 0 0 0 0 0 0 0 - 0 -
Profit before tax 848 1,810 1,956 2,162 3,012 3,012 0.0 4,400 46.1 6,195 40.8
Tax @77 (610) (697) (757) (582) (980) 68.6 (1,509) 53.9 (2,123) 40.7
Profit after tax 570 1,200 1,260 1,406 2,431 2,031 -16.4 2,891 42.3 4,072 40.9
Abnormal items (post-tax) 0 0 0 0 0 0 - 0 - 0 -
Minorities / pref dividends 0 0 0 0 0 0 - 0 - 0 -
Net income (local GAAP) 570 1,200 1,260 1,406 2,431 2,031 -16.4 2,891 42.3 4,072 40.9
Net Income (UBS) 570 1,200 1,260 1,406 2,431 2,031 -16.4 2,891 42.3 4,072 40.9
Tax rate (%) 33 34 36 35 19 33 68.6 34 54 34 -0.1
Pre-abnormal tax rate (%) 34 69 36 36 19 33 68.6 34 5.4 34 0.1
Per share (Rs) 06/06 06/07 06/08 06/09 06/10 06/11E  %ch 06/12E  %ch 06/13E  %ch
EPS (local GAAP) 3.86 7.43 7.19 7.39 11.79 10.10 -14.3 14.38 42.3 20.25 40.9
EPS (UBS) 3.86 7.43 7.19 739 11.79 10.10 -14.3 14.38 42.3 20.25 40.9
Net DPS 0.50 0.51 0.67 0.61 0.70 0.72 2.9 0.75 4.2 0.80 6.7
Cash EPS 5.27 9.72 11.95 14.75 22.09 23.01 42 30.72 335 40.13 30.6
BVPS 35.64 70.57 105.39 119.41 183.63 196.49 7.0 210.12 6.9 229.56 9.3
Balance sheet (Rsm) 06/06 06/07 06/08 06/09 06/10 06/11E  %ch 06/12E %ch 06/13E  %ch
Net tangible fixed assets 3,094 6,746 11,982 15,688 23,292 26,645 144 28,943 8.6 31,673 94
Net intangible fixed assets 0 0 0 0 0 0 - 0 - 0 -
Net working capital (incl. other assets) 6,633 13,580 22,005 26,068 23,322 26,990 15.7 31,094 15.2 35,885 154
Other liabilities (279) (558) (678) (1,161) (1,287) (1,287) 0.0 (1,287) 0.0 (1,287) 0.0
Operating invested capital 9,448 19,768 33,308 40,594 45,326 52,348 155 58,750 12.2 66,270 128
Investments 1,617 2,520 5,865 9,540 20,032 15,024 -25.0 15,024 0.0 15,024 0.0
Total capital employed 11,065 22,288 39,173 50,135 65,358 67,372 3.1 73,774 95 81294 102
Shareholders' equity 5,269 10,922 18,466 2,724 37,846 39,514 44 42,254 6.9 46,165 9.3
Minority interests 0 0 0 0 0 0 - 0 0

Total equity 5,269 10,922 18,466 22,724 37,846 39,514 4.4 42,254 6.9 46,165 9.3
Net debt / (cash) 5,796 11,366 20,707 27,411 27,512 27,858 13 31,520 13.1 35,129 114
Other debt-deemed items 0 0 0 0 0 0 0 - 0 -
Total capital employed 11,065 22,288 39,173 50,135 65,358 67,372 31 73,774 9.5 81,294 10.2
Cash flow (Rsm) 06/06 06/07 06/08 06/09 06/10 06/11E  %ch 06/12E %ch 06/13E %ch
Operating income (EBIT, UBS) 1,187 1,787 3771 5,284 6,068 6,851 12.9 8,851 29.2 10,984 24.1
Depreciation 208 369 834 1,401 2,123 2,596 223 3,286 26.6 3,998 217
Net change in working capital (3,362) (6,474) (6,451) (3,928) 1,484 (2,767) - (4,104) 483 (4,791) 16.7
Other (operating) 30 920 38 61 860 325 -62.2 150 -53.8 150 0.0
Operating cash flow (pre tax/interest) (1,937) (3,398) (1,808) 2,817 10,535 7,004 -335 8,184 16.8 10,341 264
Net interest received / (paid) (369) (898) (1,853) (3,182) (3,913) (4,164) 6.4 (4,601) 105 (4,939) 7.3
Dividends paid (67) (75) (107) (116) (144) (145) 0.4 (151) 4.2 (161) 6.7
Tax paid 77 (610) (697) (757) (582) (980) 68.6 (1,509) 53.9 (2,123) 40.7
Capital expenditure (1,868) (4,471) (8,065) (5,252) (8,656) (5,949) -31.3 (5,585) -6.1 (6,728) 205
Net (acquisitions) / disposals 0 0 0 0 0 0 - 0 0 -
Other (1,293) (905) (3,327) (3,684) (6,395) 4,985 (23) (25) 6.7
Share issues 2,560 4,541 6,410 2,988 13,212 (196) - 23 25 6.7
Cash flow (inc)/dec in net debt (3,251) (5,815) (9,446) (7,186) 4,057 555  -86.3 (3,662) - (3,609) 14
FX /non cash items 102 245 105 483 (4,158) (901) -78.3 0 -100.0 0 -
Balance sheet (inc)/dec in net debt (3,149) (5,570) (9,341) (6,704) (101) (346) 2422 (3,662)  957.3 (3,609) -1.4
Core EBITDA 1,395 2,156 4,605 6,684 8,191 9,447 153 12,138 285 14,982 234
Maintenance capital expenditure (1,868) (4,471) (8,065) (5,252) (8,656) (5,949) -31.3 (5,585) 6.1 (6,728) 205
Maintenance net working capital 0 0 0 0 0 0 0 0

Operating free cash flow, pre-tax (473) (2,315) (3,460) 1,432 (465) 3,497 6,553 874 8,254 26.0

Source: Company accounts, UBS estimates. (UBS) valuations are stated before goodwill, exceptionals and other special items. Note: For some companies, the data represents an extract of the full company accounts.
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Pantaloon Retail (India) Ltd.

12-month rating Buy *
12m price target Rs350.00 Valuation (x) 5YrAvg 06009 06/10 _ OB/LIE  0G/L12E _ O6/L3E
P/E (local GAAP) 52.7 317 30.7 25.7 18.0 12.8
P/E (UBS) 52.7 317 30.7 25.7 18.0 1238
PICEPS 35.7 15.9 16.4 11.3 8.4 6.5
. Net dividend yield (%) 0.2 0.3 0.2 0.3 0.3 0.3
Company profile PIBV 53 20 20 13 12 11
Pantaloon is India's largest listed retailer. It is rapidly building retail EVirevenue (core) 15 0.9 0.9 0.6 0.5 0.5
capacity in its two main retailing formats: lifestyle and value retailing. EV/EBITDA (core) 17.9 8.8 9.7 7.3 6.0 5.1
In the lifestyle segment, its Pantaloon stores and the upcoming EV/EBIT (core) 22.0 112 13.1 10.1 8.2 7.0
Central stores offer apparel and fashion items targeting the middle- EV/OpFCF (core) NM NM NM 19.8 111 9.2
income market. Its Big Bazaar discount stores target the price- EV/op. invested capital 32 16 19 14 13 12
conscious apparel and grocery markets (the latter through the Food
Discount brand). Enterprise value (Rsm) 06/09 06/10  06/11E  06/12E  06/13E
Average market cap 41,074 72,125 56,246 56,246 56,246
+minority interests 0 0 0 0 0
+average net debt (cash) 27,411 27512 27,858 31,520 35,129
+ pension obligations and other 0 0 0 0 0
- non-core asset value (9,540) (20,032) (15,024) (15,024) (15,024)
Core enterprise value 58,944 79,605 69,080 72,742 76,351
Growth (%) 5Yr Avg 06/09 06/10  06/11E  06/12E  06/13E
Value (EV/IOpFCF & PIE) Revenue 57.4 2538 340 2.0 236 218
o o EBITDA (UBS) 64.7 451 25 153 285 234
— - 2000 EBIT (UBS) 61.6 401 14.8 12.9 29.2 24.1
150 25.0¢ EPS (UBS) 275 2.8 59.6 -14.3 423 40.9
00 200x Cash EPS 407 234 4938 4.2 335 306
180 Net DPS 5.0 9.2 15.1 2.9 4.2 6.7
50 o BVPS 65.3 133 538 7.0 6.9 9.3
e 010 ob11E o612 oot Margins (%) 5Yr Avg 06/09  06/10  06/11E  06/12E  06/13E
EVIOpFCF (LHS) —— PIE(RHS) EBITDA / revenue 8.1 10.0 9.2 8.5 8.9 9.0
EBIT / revenue 6.7 7.9 6.8 6.2 6.5 6.6
Profitability Net profit (UBS) / revenue 29 2.1 27 18 2.1 24
8.00% Return on capital (%) 5Yr Avg 06/09 06/10 06/11E 06/12E 06/13E
7.50% EBIT ROIC (UBS) 14.4 14.3 14.1 14.0 15.9 17.6
- ROIC post tax - 9.2 114 9.5 105 115
Net ROE 14.0 6.8 8.0 518 7.1 9.2
6.50%
6.00% B — Coverage ratios (x) 5Yr Avg 06/09 06/10 06/11E 06/12E 06/13E
- EBIT/ net interest 2.6 17 18 17 2.0 2.3
06109 06110 O6111(E) 0G/12(E) 06/13(E) Dividend cover (UBS EPS) 10.1 12.2 16.8 14.0 19.2 253
ST e (L4S) ¢ ROIC (RHS) Div. payout ratio (%, UBS EPS) 111 8.2 59 71 5.2 40
Net debt / EBITDA 43 4.1 34 29 2.6 23
ROE v Price to book value _ _
Efficiency ratios (x) 5Yr Avg 06/09 06/10 06/11E 06/12E 06/13E
1000% 2.0x Revenue / op. invested capital 2.1 18 2.1 23 25 27
0.00% 18 Revenue / fixed assets 5.6 48 4.6 4.4 49 55
8.00% L6 Revenue / net working capital 36 3.2 41 5.0 5.2 5.4
7.00%: 14x
6.00% 12¢ Investment ratios (x) 5Yr Avg 06/09 06/10 06/11E 06/12E 06/13E
5,00 1.0x OpFCF /EBIT NM 0.3 NM 0.5 0.7 0.8
4.00% 08x Capex / revenue (%) 1.1 79 9.7 54 41 4.0
06/09 06/10 06/11 E) 06/12(E) 06/13(E) L
—ROE (LHS) - prce o bookvalse (RHS) Capex / depreciation 6.9 3.8 4.1 2.3 17 17
Capital structure (%) 5Yr Avg 06/09 06/10 06/11E 06/12E 06/13E
Growth (UBS EPS) Net debt / total equity NM NM 727 705 746 76.1
Net debt / (net debt + equity) 53.3 54.7 421 413 42.7 432
Net debt (core) / EV 24.1 46.5 34.6 403 433 46.0

06/09

mmm Revenue (LHS)

06/10

06/11(E)

—— UBS EPS Growth (RHS)

06/12(E)

06/13(E)

60.0%
200
20.0%

I 0%
200

* Exception to core rating bands; See page20

Source: Company accounts, UBS estimates. (UBS) valuations are stated before goodwill, exceptionals and other special items.

Valuations: based on an average share price that year, (E): based on a share price of Rs259.20 on 31 Mar 2011 22:32 SGT Market cap(E) may include

forecast share issues/buybacks.
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Titan Industries 12-month rating Buy
Unchanged

Quality at a price

B Premium to sector justified

We believe Titan should trade at a premium to other retailers given 1) limited price
competition in Titan's product categories 2) Titan provides the best exposure to
growth in disposable income 3) Titan is the market leader across all its categories
and has 4) strong growth potential across all businesses. Titan is trading at 32x
FY 12E earnings vs. sector at 29x. Titan's implied valuation at our price target of
Rs.4,100 is 37x FY 12E earnings.

B Q-seriesfindings

Based on our Q-Series “ Are staples a good inflation hedge?’ Titan emerges as one
of the survivors in an inflationary cycle because of Strong brand recognition in
India’'s watch segment coupled with a very strong distribution network. Its
jewellery segment which dominates the branded jewellery market we believe will
remain immune to the inflationary cycle in terms of volumes as Indian culture of
buying jewellery on many occasions irrespective of prices will drive volumes. We
expect Titan to grow volumes at 10% in FY 12E

B Near term positive catalysts

Titan has outperformed Sensex by 90% and 8% in last 12/one month. We believe
the upside from current levels is limited. The near term catalysts for stock price
movement include 1) Q4FY 11 results, 2) new product launches and 3) gold price
fluctuation.

B Valuation: Buy rating with pricetarget of Rs. 4,100

We derive our price target from a DCF-based methodology and explicitly forecast
long-term valuation drivers using UBS's VCAM tool, assuming WACC of
~12%....

Highlights (Rsm) 03/09 03/10 03/11E 03/12E 03/13E
Revenues 38,034 46,744 64,233 77,469 91,789
EBIT (UBS) 2,547 3,349 5,159 6,070 7,940
Net Income (UBS) 1,590 2,503 3,967 4,857 6,296
EPS (UBS, Rs) 35.81 56.39 89.37 109.43 141.83
Net DPS (UBS, Rs) 10.00 15.00 26.81 32.83 42.55
Profitability & Valuation 5-yr hist av. 03/10 03/11E 03/12E 03/13E
EBIT margin % 8.1 7.2 8.0 78 8.7
ROIC (EBIT) % 34.6 52.9 68.9 62.9 72.7
EV/EBITDA (core) x 181 156 30.1 25.8 20.3
PE (UBS) x 25.9 23.0 426 34.8 26.9
Net dividend yield % 0.8 12 0.7 0.9 11

Source: Company accounts, Thomson Reuters, UBS estimates. (UBS) valuations are stated before goodwill, exceptionals and other special items.
Valuations: based on an average share price that year, (E): based on a share price of Rs3,810.85 on 31 Mar 2011 22:32 SGT

Sunita Sachdev
Analyst
sunita.sachdev@ubs.com
+91-22-6155 6062

Deepa Mirchandani
Associate Analyst
deepa.mirchandani@ubs.com
+91-22-6155 6051

12m price target Rs4,100.00/US$92.06
Unchanged
Price Rs3,810.85/US$85.57

RIC: TITN.BO BBG: TTAN IB

Trading data (local/US$)
52-wk range Rs4,149.85-1,871.45/US$93.85-41.88

Market cap. Rs169bn/US$3.80bn
Shares o/s 44.4m (ORD)
Free float 39%
Avg. daily volume ('000) 431
Avg. daily value (m) Rs1,480.0
Balance sheet data 03/11E
Shareholders' equity Rs9.82bn
P/BV (UBS) 17.2x
Net Cash (debt) Rs0.79bn
Forecast returns
Forecast price appreciation +7.6%
Forecast dividend yield 0.7%
Forecast stock return +8.3%
Market return assumption 13.1%
Forecast excess return -4.8%
EPS (UBS, Rs)
03/11E 03/10

UBS Cons.  Actual
QIE 18.31 - 1037
Q2E 28.78 - 1748
Q3E 30.99 1934  16.99
Q4E 11.38 1138 1155
03/11E 89.37 89.37
03/12E 109.43 109.43
Performance (Rs)
s, Sck Prce (Rs) Rel.Bombay S.€. SENSEX__
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Titan Industries

Income statement (Rsm) 03/06 03/07 03/08 03/09 03/10 03/11E  %ch 03/12E %ch 03/13E %ch
Revenues 14,402 20,902 29,937 38,034 46,744 64,233 374 77,469 20.6 91,789 185
Operating expenses (ex depn) (12,862) (18,918) (27,433) (35,069) (42,795) (58,480) 36.7 (70,750) 21.0 (83,239) 17.7
EBITDA (UBS) 1,540 1,984 2,504 2,965 3,950 5,753 45.7 6,720 16.8 8,550 272
Depreciation (197) (256) (297) (418) (601) (594) 1.1 (649) 9.3 (610) -6.0
Operating income (EBIT, UBS) 1,343 1,729 2,207 2,547 3,349 5,159 54.0 6,070 17.7 7,940 30.8
Other income & associates 24 32 18 53 119 401 238.1 481 20.0 529 10.0
Net interest (248) (204) (201) (294) (254) (98)  -614 (75) -237 (75) 0.0
Abnormal items (pre-tax) 0 0 0 0 0 0 - 0 - 0 -
Profit before tax 1,119 1,557 2,023 2,306 3,213 5,461 70.0 6,477 18.6 8,394 29.6
Tax (133) (375) (520) (716) (710) (1,495 1105 (1,619) 83 (2,099) 296
Profit after tax 986 1,181 1,503 1,590 2,503 3,967 58.5 4,857 224 6,296 29.6
Abnormal items (post-tax) 250 240 0 0 0 0 - 0 - 0 -
Minorities / pref dividends (27) 4) 0 0 0 0 - 0 - 0 -
Net income (local GAAP) 1,209 1,417 1,503 1,590 2,503 3,967 58.5 4,857 224 6,296 29.6
Net Income (UBS) 959 1177 1,503 1,590 2,503 3,967 58.5 4,857 224 6,296 29.6
Tax rate (%) 12 24 26 31 22 27 239 25 -8.6 25 0.0
Pre-abnormal tax rate (%) 12 24 26 31 22 27 239 25 -8.6 25 0.0
Per share (Rs) 03/06 03/07 03/08 03/09 03/10 03/11IE  %ch 03/12E %ch 03/13E %ch
EPS (local GAAP) 28.60 31.93 33.85 35.81 56.39 89.37 58.5 109.43 224 141.83 29.6
EPS (UBS) 22.68 26.52 33.85 35.81 56.39 89.37 58.5 109.43 224 141.83 29.6
Net DPS 3.15 5.00 8.00 10.00 15.00 26.81 78.7 32.83 224 4255 29.6
Cash EPS 27.33 3229 40.55 45.22 69.93 102.76 46.9 124.06 20.7 155.58 254
BVPS 55.01 73.77 98.26 124.18 163.19 221.18 355 292.20 321 384.25 315
Balance sheet (Rsm) 03/06 03/07 03/08 03/09 03/10 03/11E  %ch 03/12E %ch 03/13E %ch
Net tangible fixed assets 1,960 2,671 2,825 2,940 2,749 3,655 329 3,755 2.8 3,595 -4.3
Net intangible fixed assets 0 0 0 0 0 0 - 0 - 0 -
Net working capital (incl. other assets) 2,629 2,470 3,366 3,885 3,327 5,346 60.7 6,645 24.3 7,934 19.4
Other liabilities (238) (174) (247) (182) (48) (48) 0.0 (48) 0.0 (48) 0.0
Operating invested capital 4,352 4,967 5,943 6,643 6,028 8,954 48.5 10,353 15.6 11,481 10.9
Investments 270 270 474 7 76 76 0.0 76 0.0 76 0.0
Total capital employed 4,622 5,237 6,417 6,720 6,105 9,030 479 10,429 155 11,558 10.8
Shareholders' equity 2,326 3,274 4,362 5,512 7,244 9,818 355 12,971 321 17,057 315
Minority interests 0 0 0 0 0 0 - 0 - 0 -
Total equity 2,326 3274 4,362 5512 7,244 9,818 355 12,971 321 17,057 315
Net debt / (cash) 2,296 1,963 2,056 1,207 (1,139) (788) -30.8 (2,542) 2224 (5,499) 116.3
Other debt-deemed items 0 0 0 0 0 0 - 0 - 0 -
Total capital employed 4,622 5,237 6,417 6,720 6,105 9,030 479 10,429 155 11,558 10.8
Cash flow (Rsm) 03/06 03/07 03/08 03/09 03/10 03/11E  %ch 03/12E %ch 03/13E  %ch
Operating income (EBIT, UBS) 1,343 1,729 2,207 2,547 3,349 5,159 54.0 6,070 17.7 7,940 308
Depreciation 197 256 297 418 601 594 1.1 649 9.3 610 -6.0
Net change in working capital 56 58 (938) (519) 558 (2,020) - (1,299) -35.7 (1,289) 0.7
Other (operating) (226) (208) 18 53 119 401 2381 481 20.0 529 10.0
Operating cash flow (pre tax/interest) 1,370 1,835 1,584 2,499 4,626 4,134 -10.6 5,903 42.8 7,791 320
Net interest received / (paid) (248) (204) (201) (294) (254) (98) -61.4 (75) 237 (75) 0.0
Dividends paid (133) (222) (355) (444) (666) (1,190 78.7 (1,457) 224 (1,889) 29.6
Tax paid (188) (438) (448) (781) (844) (1,495) 77.0 (1,619) 83 (2,099) 296
Capital expenditure (408) (967) (451) (533) (410) (1,500) 2659 (750)  -50.0 (450)  -40.0
Net (acquisitions) / disposals 0 0 0 0 0 0 - 0 - 0 -
Other 78 63 (222) 322 (110) (202) 835 (248) 224 (321) 29.6
Share issues 0 272 0 80 5 0 - 0 - 0 -
Cash flow (inc)/dec in net debt 444 334 (93) 849 2,346 (351) - 1,753 - 2,957 68.7
FX/non cash items 0 0 0 0 0 0 - 0 - 0 -
Balance sheet (inc)/dec in net debt 444 334 (93) 849 2,346 (351) - 1,753 - 2,957 68.7
Core EBITDA 1,540 1,984 2,504 2,965 3,950 5,753 45.7 6,720 16.8 8,550 272
Maintenance capital expenditure (197) (256) (297) (418) (601) (594) 11 (649) 9.3 (610) -6.0
Maintenance net working capital 0 0 0 0 0 0 - 0 - 0

Operating free cash flow, pre-tax 1,343 1,729 2,207 2,547 3,349 5,159 54.0 6,070 17.7 7,940 30.8

Source: Company accounts, UBS estimates. (UBS) valuations are stated before goodwill, exceptionals and other special items. Note: For some companies, the data represents an extract of the full company accounts.
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Titan Industries

12-month rating Buy
12m price target Rs4,100.00 Valuation (x) 5YrAvg 03009 0310 _ O03/11E  03/12E  O03/L3E
P/E (local GAAP) 23.1 28.0 23.0 426 34.8 26.9
P/E (UBS) 25.9 28.0 23.0 42.6 34.8 26.9
PICEPS 211 22.2 18.6 371 30.7 245
. Net dividend yield (%) 0.8 1.0 1.2 0.7 0.9 11
Company profile PIBV 9.0 8.1 8.0 172 130 9.9
Titan Industries is a diversified specialty retailer in India with exposure EVirevenue (core) 16 13 13 2.7 22 19
to the watch, jewellery and eyewear segments. It began operations as EV/EBITDA (core) 18.1 16.4 15.6 30.1 25.8 20.3
a watch company, diversifying into the jewellery business in 1995, EV/EBIT (core) 20.9 19.1 18.4 NM 285 21.8
and the eyewear business in 2007. Watches contributed 22%, EV/OpFCF (core) 20.9 19.1 18.4 NM 285 21.8
jewellery 75%, and eyewear 2% of its revenue in FY10. The company EViop. invested capital 7.2 7.7 9.7 NM NM NM
operates around 0.7m sqf of retail space. Its brands include Sonata,
Titan, Fastrack, Xylus in watches; Tanishqg, GoldPlus and Zoya in Enterprise value (Rsm) 03/09 03/10  03/11E  03/12E  03/13E
jewellery; and Titan Eye+ in its eyewear division Average market cap 44,542 57,691 169,164 169,164 169,164
+minority interests 0 0 0 0 0
+average net debt (cash) 4,115 4,115 4,115 4,115 4,115
+ pension obligations and other 0 0 0 0 0
- non-core asset value (77) (76) (76) (76) (76)
Core enterprise value 48,580 61,729 173,202 173202 173,202
Growth (%) 5Yr Avg 03/09 03/10  03/11E  03/12E  03/13E
Value (EV/IOpFCF & PIE) Revenue 370 270 229 374 206 185
o oo EBITDA (UBS) 26.7 184 332 457 16.8 212
5o oo EBIT (UBS) 2738 154 315 540 177 3038
00 EPS (UBS) 276 5.8 575 58.5 224 296
sod—— 300 Cash EPS 256 115 54.6 46.9 20.7 254
100 200¢ Net DPS 495 25.0 50.0 787 224 296
50 10.0x BVPS 31.2 264 314 355 321 315
" 0o o310 oat oanze e Margins (%) 5Yr Avg 03/09 0310  03/11E  03/12E  03/13E
EVIOpFCF (LHS) —— PIE(RHS) EBITDA / revenue 9.4 7.8 8.4 9.0 8.7 9.3
EBIT / revenue 8.1 6.7 7.2 8.0 7.8 8.7
Profitability Net profit (UBS) / revenue 5.4 4.2 5.4 6.2 6.3 6.9
9.00% 80.0% Return on capital (%) 5Yr Avg 03/09 03/10 03/11E 03/12E 03/13E
8.50% 70.0% EBIT ROIC (UBS) 34.6 405 52.9 68.9 62.9 72.7
8.00% w05 ROIC post tax - 27.9 412 50.0 472 545
7.50% oo Net ROE 38.8 32.2 39.2 46.5 426 419
7.00%
6.50% 40.0% Coverage ratios (x) 5Yr Avg 03/09 03/10 03/11E 03/12E 03/13E
6.00% 00 EBIT/ net interest 7.4 8.8 13.6 NM NM NM
03109 °3/1° O3M11(E) 0312(E 03/13(E) Dividend cover (UBS EPS) 54 36 3.8 33 33 33
ST e (L4S) ¢ ROIC (RHS) Div. payout ratio (%, UBS EPS) 19.8 279 26.6 30.0 30.0 30.0
Net debt / EBITDA 1.0 04 NM NM NM NM
ROE v Price to book value _ _
Efficiency ratios (x) 5Yr Avg 03/09 03/10 03/11E 03/12E 03/13E
S0 180 Revenue / op. invested capital 45 6.0 74 8.6 8.0 8.4
504 e Revenue / fixed assets 9.9 132 16.4 201 209 25.0
20.0% 1200 Revenue / net working capital 7.9 10.5 13.0 14.8 12.9 12.6
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—ROE (LHS) - prce o bookvalse (RHS) Capex / depreciation 1.9 13 0.7 25 12 0.7
Capital structure (%) 5Yr Avg 03/09 03/10 03/11E 03/12E 03/13E
Growth (UBS EPS) Net debt / total equity 59.5 219 (15.7) (8.0) (19.6) (32.2)
Net debt / (net debt + equity) 373 18.0 (18.7) 8.7) (24.4) (47.6)
— 1 Net debt (core) / EV 11.2 8.5 6.7 24 24 24
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Source: Company accounts, UBS estimates. (UBS) valuations are stated before goodwill, exceptionals and other special items.
Valuations: based on an average share price that year, (E): based on a share price of Rs3,810.85 on 31 Mar 2011 22:32 SGT Market cap(E) may include

forecast share issues/buybacks.
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m Statement of Risk

We believe consumer sentiment, aggressive competition, regulatory change and
high rentals are some of the major macro risks to our sector view. Availability of
funds and therefore high leverage along with execution capability could be risks
to individual company-related growth.

m Analyst Certification

Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect to each security or issuer
that the analyst covered in this report: (1) al of the views expressed accurately
reflect his or her persona views about those securities or issuers and were
prepared in an independent manner, including with respect to UBS, and (2) no
part of his or her compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed by that research analyst in
the research report.
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Required Disclosures

This report has been prepared by UBS Securities India Private Ltd, an affiliate of UBS AG. UBS AG, its subsidiaries,
branches and affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concerning UBS research recommendations,
please visit www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is
not areliable indicator of future results. Additional information will be made available upon request. UBS Securities Co.
Limited is licensed to conduct securities investment consultancy businesses by the China Securities Regulatory
Commission.

UBS Investment Research: Global Equity Rating Allocations

UBS 12-Month Rating Rating Category Coverage1 IB Services?
Buy Buy 49% 40%
Neutral Hold/Neutral 42% 35%
Sell Sell 8% 21%
UBS Short-Term Rating Rating Category Coverage3 IB Services”
Buy Buy less than 1% 14%
Sell Sell less than 1% 0%

1:Percentage of companies under coverage globally within the 12-month rating category.

2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within
the past 12 months.

3:Percentage of companies under coverage globally within the Short-Term rating category.

4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided
within the past 12 months.

Source: UBS. Rating allocations are as of 31 December 2010.
UBS Investment Research: Global Equity Rating Definitions

UBS 12-Month Rating Definition

Buy FSR is > 6% above the MRA.

Neutral FSR is between -6% and 6% of the MRA.

Sell FSR is > 6% below the MRA.

UBS Short-Term Rating Definition

Buy Buy: Stock price expected to rise within three months from the time the rating was assigned

because of a specific catalyst or event.

Sell: Stock price expected to fall within three months from the time the rating was assigned

Sell )
because of a specific catalyst or event.
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KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12
months.

Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a
forecast of, the equity risk premium).

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation.
Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not reflect any
change in the fundamental view or investment case.

Equity Price Targets have an investment horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES

UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management,
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount; Sell:
Negative on factors such as structure, management, performance record, discount.

Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating.
When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece.

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not
registered/qualified as research analysts with the NASD and NYSE and therefore are not subject to the restrictions contained in
the NASD and NYSE rules on communications with a subject company, public appearances, and trading securities held by a
research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if any,
follows.

UBS Securities India Private Ltd: Sunita Sachdev; Deepa Mirchandani.

Company Disclosures

Company Name Reuters  12-mo rating Short-term rating Price Price date
Pantaloon Retail (India) Ltd.” PART.BO Buy (CBE) N/A Rs259.20 31 Mar 2011
Titan Industries TITN.BO Buy N/A Rs3,810.85 31 Mar 2011

Source: UBS. All prices as of local market close.
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock pricing
date

20. Because UBS believes this security presents significantly higher-than-normal risk, its rating is deemed Buy if the FSR
exceeds the MRA by 10% (compared with 6% under the normal rating system).

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.

UBS 20



India Retail Sector 1 April 2011

Pantaloon Retail (India) Ltd. (Rs)

m Price Target (RS) === Stock Price (RS)
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Titan Industries (Rs)
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Source: UBS; as of 31 Mar 2011

Note: On August 4, 2007 UBS revised its rating system. (See 'UBS Investment Research: Global Equity Rating Definitions' table
for details). From September 9, 2006 through August 3, 2007 the UBS ratings and their definitions were: Buy 1 = FSR is > 6%
above the MRA, higher degree of predictability; Buy 2 = FSR is > 6% above the MRA, lower degree of predictability; Neutral 1 =
FSR is between -6% and 6% of the MRA, higher degree of predictability; Neutral 2 = FSR is between -6% and 6% of the MRA,
lower degree of predictability; Reduce 1 = FSR is > 6% below the MRA, higher degree of predictability; Reduce 2 = FSR is > 6%
below the MRA, lower degree of predictability. The predictability level indicates an analyst's conviction in the FSR. A
predictability level of '1' means that the analyst's estimate of FSR is in the middle of a narrower, or smaller, range of possibilities.
A predictability level of '2' means that the analyst's estimate of FSR is in the middle of a broader, or larger, range of possibilities.
From October 13, 2003 through September 8, 2006 the percentage band criteria used in the rating system was 10%.
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Global Disclaimer

This report has been prepared by UBS Securities India Private Ltd, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. In certain countries,
UBS AG is referred to as UBS SA.

This report is for distribution only under such circumstances as may be permitted by applicable law. Nothing in this report constitutes a representation that any investment strategy or
recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation. It is published solely for information
purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments in any jurisdiction. No
representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein, except with respect to information
concerning UBS AG, its subsidiaries and affiliates, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. UBS does not
undertake that investors will obtain profits, nor will it share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should
exercise prudence in making their investment decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgement. Past performance is not
necessarily a guide to future performance. The value of any investment or income may go down as well as up and you may not get back the full amount invested. Any opinions expressed in this
report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of UBS as a result of using different assumptions and criteria.
Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained herein is based on numerous assumptions.
Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other
constituencies for the purpose of gathering, synthesizing and interpreting market information. UBS is under no obligation to update or keep current the information contained herein. UBS relies
on information barriers to control the flow of information contained in one or more areas within UBS, into other areas, units, groups or affiliates of UBS. The compensation of the analyst who
prepared this report is determined exclusively by research management and senior management (not including investment banking). Analyst compensation is not based on investment banking
revenues, however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which investment banking, sales and trading are a part.

The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and
trading in these instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates
and other market conditions. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security
or related instrument mentioned in this report. For investment advice, trade execution or other enquiries, clients should contact their local sales representative. Neither UBS nor any of its
affiliates, nor any of UBS' or any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this report. For financial
instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC and/or UBS Capital Markets LP) acts as a market maker or
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in
accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in this research report. UBS and its affiliates and
employees may have long or short positions, trade as principal and buy and sell in instruments or derivatives identified herein.

Any prices stated in this report are for information purposes only and do not represent valuations for individual securities or other instruments. There is no representation that any transaction
can or could have been effected at those prices and any prices do not necessarily reflect UBS's internal books and records or theoretical model-based valuations and may be based on certain
assumptions. Different assumptions, by UBS or any other source, may yield substantially different results.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is communicated by UBS Limited, a subsidiary of UBS AG, to persons who are eligible
counterparties or professional clients and is only available to such persons. The information contained herein does not apply to, and should not be relied upon by, retail clients. UBS Limited is
authorised and regulated by the Financial Services Authority (FSA). UBS research complies with all the FSA requirements and laws concerning disclosures and these are indicated on the
research where applicable. France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France SA. UBS Securities France S.A. is regulated by the Autorité des
Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this report, the report is also deemed to have been prepared by UBS Securities France S.A.
Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht
(BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities Espafia SV, SA. UBS Securities Espafia SV, SA is regulated by the Comisién Nacional del
Mercado de Valores (CNMV). Turkey: Prepared by UBS Menkul Degerler AS on behalf of and distributed by UBS Limited. Russia: Prepared and distributed by UBS Securities CJSC.
Switzerland: Distributed by UBS AG to persons who are institutional investors only. Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS lItalia Sim S.p.A.. UBS ltalia Sim
S.p.A. is regulated by the Bank of Italy and by the Commissione Nazionale per le Societa e la Borsa (CONSOB). Where an analyst of UBS ltalia Sim S.p.A. has contributed to this report, the
report is also deemed to have been prepared by UBS Italia Sim S.p.A.. South Africa: UBS South Africa (Pty) Limited (Registration No. 1995/011140/07) is a member of the JSE Limited, the
South African Futures Exchange and the Bond Exchange of South Africa. UBS South Africa (Pty) Limited is an authorised Financial Services Provider. Details of its postal and physical address
and a list of its directors are available on request or may be accessed at http:www.ubs.co.za. United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial
Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a 'non-US affiliate'), to major US institutional investors only.
UBS Securities LLC or UBS Financial Services Inc. accepts responsibility for the content of a report prepared by another non-US affiliate when distributed to US persons by UBS Securities LLC
or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this report must be effected through UBS Securities LLC or UBS Financial Services Inc., and not
through a non-US affiliate. Canada: Distributed by UBS Securities Canada Inc., a subsidiary of UBS AG and a member of the principal Canadian stock exchanges & CIPF. A statement of its
financial condition and a list of its directors and senior officers will be provided upon request. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities
Pte. Ltd [mica (p) 039/11/2009 and Co. Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities Pte Ltd, an exempt financial advisor under the Singapore
Financial Advisers Act (Cap. 110); or UBS AG Singapore branch, an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the
Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis or report. The recipient of this
report represent and warrant that they are accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289). Japan: Distributed by UBS Securities Japan Ltd to
institutional investors only. Where this report has been prepared by UBS Securities Japan Ltd, UBS Securities Japan Ltd is the author, publisher and distributor of the report. Australia:
Distributed by UBS AG (Holder of Australian Financial Services License No. 231087) and UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098) only to
‘Wholesale' clients as defined by s761G of the Corporations Act 2001. New Zealand: Distributed by UBS New Zealand Ltd. An investment adviser and investment broker disclosure statement
is available on request and free of charge by writing to PO Box 45, Auckland, NZ. Dubai: The research prepared and distributed by UBS AG Dubai Branch, is intended for Professional Clients
only and is not for further distribution within the United Arab Emirates. Korea: Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch. This report may have been edited or contributed
to from time to time by affiliates of UBS Securities Pte. Ltd., Seoul Branch. Malaysia: This material is authorized to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (253825-
x).India : Prepared by UBS Securities India Private Ltd. 2/F,2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone: +912261556000 SEBI
Registration Numbers: NSE (Capital Market Segment): INB230951431 , NSE (F&O Segment) INF230951431, BSE (Capital Market Segment) INB010951437.

The disclosures contained in research reports produced by UBS Limited shall be governed by and construed in accordance with English law.

UBS specifically prohibits the redistribution of this material in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the actions of third parties in this
respect. Images may depict objects or elements which are protected by third party copyright, trademarks and other intellectual property rights. © UBS 2011. The key symbol and UBS are
among the registered and unregistered trademarks of UBS. All rights reserved.
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