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India Strategy: Dec-09 Results Review

m Aggregates in line with estimates
Sales up 25% (est 22%), EBITDA up 34% (est 31%), PAT up 26% (est 26%); Key
sectors driving growth were Autos, Metals and FMCG. Banking PAT grew only 2%.

m Sensex performance has been in line
Sensex PAT aggregate is in line, with growth of 18% vs estimate of 22%. EBIDTA growth
is 29% vs estimated 27%. ONGC was the key disappointment.

m Breadth of earnings performance is positive

47 companies in our Universe reported PAT higher than estimate while 41 reported
below. On the EBIDTA, 42 companies reported above estimate while 31 were below.

m Several large caps outperform

Maruti, Jaiprakash, TCS, Bharti, Bank of Baroda were among key stocks that reported
better than estimate. Disappointments came from ONGC, SBI, L&T, HUL.

Also refer our Dec-09 Qtr Preview
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Dec-09 Quarter Results Review

A) Aggregate performance in line with estimates

m 109 companies in our Universe have reported results for the Dec-2009 quarter. Sales are up 25% (vs
est of 22%), EBIDTA up 34% (vs est 31%) and PAT up 26% (vs est 26%).

m 47 companies in our Universe reported PAT higher than estimate while 41 have reported below. On
the EBIDTA front, 42 companies reported above estimate while 31 were below.

B) Sector performance: Telecom above estimates; Oil & Gas, Pharma, Utilities below estimates
m Autos, Telecom, Metals and Real Estate performed better than estimates.

m Sectors where PAT growth is disappointing include Oil & Gas (16% growth vs est 100%, led by ONGC
& RMs), Pharma (entirely led by Dr Reddy’s), and Utilities (2% growth vs est of 8%).

C) Sensex performance: ONGC drags down aggregates

m The aggregate performance of Sensex has been in line (29 Sensex companies have reported Dec-09
guarter results).

m Sensex PAT aggregate is in line, with growth of 18% vs estimate of 22%. EBIDTA growth is 29% vs
estimated 27%. Sensex performance has been dragged down by ONGC'’s unexpectedly high write-off
for dry wells. Excluding ONGC, Sensex PAT growth is 17% vs estimated 15%.

m 10 companies reported PAT above estimates while 10 reported below estimates.

D) Best and worst performing companies

m Several large-cap companies reported significantly better than our estimates: Maruti (222% PAT
growth vs est of 171%), Jaiprakash (49% PAT growth vs est of 19%), Grasim (81% PAT growth vs
est 69%), TCS (33% PAT growth vs est 21%) and Bharti Airtel (2% PAT growth vs 12% decline).
Few others with strong performance are BoB, Idea, Asian Paints, Crompton, Shree Cements and Zee.

m Large-caps that reported below estimates were ONGC, HUL, L&T, SBI, Dr Reddy’s and Tata Power.
Other disappointments were from HCC, IVRCL, Tech Mahindra, UltraTech and Sintex.

February 2010 2
MoTiLAL OSWAL




Dec-09 Quarter Results Review

Key sectoral highlights

» AUTOS: Two-wheelers segment profits were in line with estimates. Outperformance of Maruti and
Tata Motors was dragged down by M&M, leading to sector aggregate PAT in line. Maruti’'s margins
expanded 240bps QoQ while M&M'’s margins fell 190bps.

» BANKS: Banking sector PAT performance was in line. Of the large banks, Canara Bank and Bank of
Baroda outperformed significantly, whereas Bank of India and State Bank underperformed.
Sequentially, core operating profits improved across banks as the contribution from NIl increased
and trading profits declined. Private banks continued to improve on their cost income ratios.

» CEMENT: Surprise volume growth of 9.4% YoY was offset by Rs15/bag QoQ price decline. Overall
sector PAT performance was in line. Indian Cements and Ultratech underperformed estimates
whereas Shree Cement and Grasim outperformed.

» ENGINEERING: Sector turnover growth at 5% was one of the lowest ever, and significantly below
estimate of 19%. However, EBITDA and PAT were in line driven by superior margins led by lower
commodity prices. Siemens hugely outperformed estimates followed by Crompton; L&T and Thermax
underperformed.

» FMCG: Volume growth remained robust in 3QFY10; however, impact of carry-over pricing waned.
Estimates were in line at all levels, Sales, EBITDA and PAT. Asian Paints, Colgate and Dabur
outperformed estimates, while GSK Consumer, Britannia and HUL were the major underperformers.
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Dec-09 Quarter Results Review

Key sectoral highlights (contd.)

» INFRASTRUCTURE: Execution hit most companies badly. Most players - HCC, NCC, IVRCL and
Simplex - significantly underperformed estimates. Jaiprakash Associates has single-handedly pulled
sector aggregates in line, with a massive 49% PAT growth vs estimate of 19%.

» IT: The sector showed early signs of broad-based growth and pick-up in discretionary demand.
Infosys and TCS outperformed estimates, but aggregates were in line dragged down by Tech
Mahindra and HCL Tech. Earnings upgrades were 7-8% for Infosys and TCS for FY11 and FY12.

» METALS: The steel pack (except Jindal Steel) outperformed profit estimates, led by SAIL, JSW
Steel and Tata Steel. The non-ferrous pack (except Hindustan Zinc) underperformed, led by Nalco,
Sterlite and Hindalco.

» OIL & GAS: Sector PAT was significantly below estimates due to (1) Huge dry well write-off by
ONCG and (2) Significant under-recoveries of oil marketing companies, not yet compensated by the
government of India. Reliance performance was in line led by higher GRMs that offset lower E&P
profits.

» PHARMA: Dr Reddy's huge write off in its German operations dragged down sector aggregate PAT,
which was other wise in line with estimates. Cadila, Piramal and Glenmark were significant
outperformers.

» TELECOM: All leading players - Bharti, RCom, Idea - outperformed estimates with EBITDA margin
dropping much less than expected. Bharti reported 2% PAT growth vs estimated 12% de-growth
while Idea's PAT fell by only 23% vs estimated 75%.
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MOSL Universe: Dec-09 Quarter Performance (Rs b)

QUARTERLY PERFORMANCE - MOSL UNIVERSE (RS B)

SALES EBITDA MET PROFIT
SECTOR DEC CHG. CHG. VAR OVER DEGC CHG. CHG. VAR. OVER DEC GHG. CHG. VAROVER
(NO OF COMPAMIES) 2008 % QDG % YOV EXP (%) 2000 %% QOQ % YOY EXP. (%) 2008 % QOG % YOV EXP (%)
Automobiles (5) 280 5.7 G2.6 49 43 56 2047 GG 26 0.8 2947 43
Banking (22) 267 125 126 22 223 a1 15 26 121 74 22 07
Cement (4) G 0.3 12.7 25 18 -16.9 36.3 -4.4 10 -27.1 29.0 -0.9
Engineering (5) 180 0.3 49 -11.8 o 25.0 23.0 26 21 226 209 1.8
FMCG (11) 176 47 156 1.1 a8 6.7 273 -0.9 26 8.3 272 1.2
Infrastructure (5) T2 207 273 23 12 381 80.8 115 5 71.0 280 20
IT (5) 245 1.9 s 2.2 65 31 10.3 6.2 50 47 103 45
Media (5) 16 48 107 1.6 7 12.8 67.3 5.2 4 38 657 23
Metals (3) 387 7.8 32 12.2 109 18.7 b4 5 9.4 G4 109 835 20
Qil & Gas (11) 2,249 14.8 15.3 0.2 205 11.5 46.8 -31.8 a8 -5.0 16.4 419
Pharma (10) 83 0.0 104 1.4 23 5.6 459 54 9 -41.5 -16.7 -29.1
Real Estate (2) 28 2359 509 271 10 -15.1 12 -2.2 6 4.3 -20.2 107
Retail (2} 32 11.0 273 28 3 4.2 55 7.7 1 6.3 705 iTa
Telecom {3) 182 -1.6 0.1 -1.2 65 -6.2 -6.5 5.4 35 6.0 -T5 309
Textiles {4) 27 20 115 -3.8 G 1.0 r 8.7 1 22 o698 499
Litilities (5) 175 -5.7 6.2 -14.6 41 -1.4 459 -5.3 26 -3.9 1.8 -56
Cthers (2) 20 6.9 438 -1.7 3 0.2 24 -3.0 1 -20.5 0.a -125
MOSL Universe [109) 4.510 9.4 15.9 0.6 902 6.2 259 (8.3) 505 2.2 18.6 (10.6)
MOSL Excl RM= (106) 3,215 71 24.9 2.7 801 6.3 341 27 494 (0.1) 259 (0. 4)
MOSL Excl RMs & OMNGC (105) 3,062 7.4 25.0 2.9 800 5.3 30.1 2.5 463 4.5 26.1 3.5
Sensex (29) 2107 8.6 29.1 3.2 582 4.9 29.0 1.5 325 (0.8) 17.7 (3.5)
Sensex Excl ONGC (28) 1,954 9.2 29.6 35 491 4.9 22.4 0.9 294 6.7 17.2 2.0
Nofe: Tata Steel Standalons Source;, MOSL
____________________________________________________________________________________________________________________________________________________________________________________________________________________|
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A Quarter Of The Consumer

» All consumer facing sectors performed extremely well
— FMCQG, Auto, Telecom, Retail, Media

» Industrials saw a tough quarter
— Engineering, Infrastructure, Cement
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A Quarter Of The Consumer (contd.)

WIRELESS TRAFFIC (B MIHUTES)
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Sensex Performance: Actual v/s Estimates

TREND IN SENSEX SALES GROWTH (%): ACTUAL V/S ESTIMATES
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3QFY10 sales growth has
been in line with estimates.
Sectors with strong
growth were Autos, Global
Commodities and Real Estate
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Sensex Performance: Actual v/s Estimates

TREND IN SENSEX PAT GROWTH (%): ACTUAL V/S ESTIMATES
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3QFY10 performance was in line. On the PAT front, 10 companies beat estimates,
while 10 lagged estimates. Companies that reported significantly better numbers
than our estimates were Maruti, Jaiprakash, TCS, DLF, Grasim and Bharti.
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Sensex Companies’ Performance

QUARTERLY PERFORMANCE OF SENSEX STOCKS (RS B)
SALES EBITDA MNET PROFIT
COMPANY HAME DEC CHEG. CHG. VAR, OVER DEC CHE. CHG. VAR OVER DEC CHG. CHG. VAR. OVER
009 % @08 % YOY ENP (%) 2008 % ©@0Q % YOY ENP (%) 2009 % QO % YOY EXP (%)
Bharti Airtel 977 -0.7 14 0.a 351 -5.8 -0.9 T.0 221 -4.8 23 16.7
BHEL 71.0 T2 175 -T.B 14.3 269 27.0 -1.8 11.1 283 250 26
DOLF 203 157 482 4.4 84 7T g2 18.3 47 6.4 -30.2 269
Grazim Industries 305 23 14.8 4.8 9.9 -3.0 ar.a 6.9 6.0 -11.8 80.58 6.9
HOFC 5.0 14.1 9.7 34 9.7 5.0 225 1.5 8.7 1.1 228 -1.0
HOFZ Bank 222 137 12.4 -22 16.2 15 1.4 -10.2 82 19.1 318 -0.5
Hero Honda K -5.6 27 32 6.5 -10.6 Se2 0.3 54 -10.2 78.3 19
Hind. Unilsver 457 TA 4.4 -3.3 7.9 20.8 31 -10.9 6.0 199 -1.8 -11.3
Hindalco 547 114 33.0 131 8.0 285 33 -2.0 48 3549 -11.1 -6.3
ICIC| Bank 206 1.1 34 -2.0 237 27 -14.5 -4.3 11.0 58 -13.4 22
Infozys 574 28 -0.8 28 204 54 0.3 15 15.8 28 01 T4
mZ 4535 54 187 23 17.1 T4 239 04 114 133 28.7 39
Jaiprakash Associates 285 56.4 115.8 395 7.7 69.8 2130 40.5 31 1705 452 258
Larzen & Toubro 0.7 28 -6.1 -17.5 9.8 215 14 -7.8 £.1 104 4.7 -17.8
Mahindra & Mahindra 445 0.3 56.3 25 6.9 107 1572 =37 42 -2B.3 1592 -1086
Maruti Suzuki 750 42 60.3 0.a 113 238 2223 205 6.9 206 22186 18.6
MNTPC 111.8 37 -0.8 -10.3 33.7 47 449 -0.9 204 30 0.3 -20
OMGC 1531 18 231 -0.3 91.3 5.2 827 51 205 -40.0 234 -36.5
Reliance Comm 531 -5.9 9.2 -7.8 18.1 -10.2 -229 -2.9 11.9 441 -18.7 528
Reliance Inds. 5686 214 801 131 T84 a7 463 29 401 4.0 14.5 -30
Reliance Infrastructurs 229 -13.7 -15.8 -252 24 -24.8 -24 6 26 28 -247 -1.5 -5.8
State Bank 632 126 9.7 -0.4 452 -4.5 3.0 -11.2 248 -0.4 0.0 -T5
Sterlite Inds. B7.5 101 487 7.5 17.7 298 2135 7.5 10.0 23 1070 -140
Sun Pharma 102 -5.3 11.2 518 37 -4.59 -10.9 29 34 4.7 -17 A1 5.7
Tata Motors 293 12.7 254 14.4 115 2.1 1156.9 10.0 42 16.3 LP 8.0
Tata Power 153 -11.2 -1£4.0 -12.3 33 -21.5 271 =356 1.5 -18.3 51.2 -31.8
Tata Steel 637 12.0 328 106 231 202 563 43 11.8 302 98.2 A
TCS TE.S 25 5.1 25 27 G4 16.7 7.9 18.0 10.7 329 95
Wipro 69 4 0.8 5.3 14 131 1.5 202 -0.9 12.0 28 19.2 -0.4
Sensex Universe 2,407 8.6 291 3.2 582 49 29.0 1.5 325 -0.6 17.7 -3.5
Sensex Excl ONGC 1,954 9.2 29.6 3.5 491 4.9 22.4 0.9 294 6.7 17.2 2.0
MNofe: Tata Sfeel Standaione; LP: Loss fo Profif Source: MOSL
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Dec-09 Quarter Results: Large-cap best and worst

TOP 10 POSITIVE SURPRISES

Company EBITDA PAT

Actual QoQ Yoy War. Over Actual QoQ Yoy Var. Ower

(Rs mj Chg (%) Chy (%) Exp. (") (Rs m) Chy (%) Chyg (%) Exp. (%)
Idea Cellular 8,141 1 17 20 1,701 -23 -21 205
Asgian Paints 3,181 -1 1491 a2 1,585 -4 233 J6
Bank of Baroda 12,650 23 -11 12 8,025 Ky 18 27
CLF 2,433 -a 9 18 4,674 B -30 27
Jaiprakash Ascociates 7,739 T 213 41 314 170 49 26
Maruti Suzuki 11,339 24 222 21 6,875 21 222 10
Bharti Airtal 39,112 -G -1 7 22,0494 -5 2 17
Crompton Greaves 2,036 -3 47 11 1,254 0 G0 17
TCS 22717 G 17 a 17,975 11 a3 L
Infosys 20,380 a 1] 12 16,820 3 1] i

TOP 10 NEGATIVE SURPRISES

Company EBITDA PAT
Actual QoQ Yoy War. Over Actual QoQ Yoy Var. Ower
(Rs m) Chiy (%) Chy (%) Exp. (%) {Rs m) Chy (%) Chy (%) Exp. (%)
Dr Reddy's Labs 2,860 4 -32 B -5,217 PL FL -246
QMG 41,348 4] a3 5 30,536 -40 23 37
Tata Power 3,254 -2 27 -36 1,479 -14 51 -32
Bank of India 11,2494 -6 -36 -17 4,055 24 -54 -3
Ultratech Cement 3,836 -18 -11 -18 1,960 =27 -18 -18
Larsen & Toubro 9 AF1 22 1 -8 03 10 -5 -18
Unitech 1,847 -38 -4 -45 1,760 -1 28 17
Hind. Unilever 7,874 21 3 -11 5,990 20 -2 -11
Mahindra & Mahindra B854 -11 157 -4 4,243 -2 154 -1
State Bank 46,181 -4 3 -11 24,791 1] 1] -8
___________________________________________________________________________________________________________________________________________________________________________________________________________|
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Dec-09 Quarter Results: Mid-cap best and worst

TOP 5 POSITIVE SURPRISES

Compamy EBITDA PAT

Actual CloQ YooY Var. Owver Actual CloQ YooY \ar. Cwer

{Rs m) Chy (%) Chigy (%) Exp. (%) {Rs m) Chugg (%) Chigy (%) Exp. (%)
Titan Industries 1,073 -1 44 22 7ad 1 a6 61
Yardhman Textiles 1,380 2 48 27 478 -5 1848 53
Colgate 1,212 110 33 12 1,164 an a0 32
Indian Bank 6,907 28 11 10 4414 14 20 16
w]=]e: 6,228 23 5} 32 2,894 T 15 13

TOP 5 NEGATIVE SURPRISES

Company EBITDA PAT
Actual Cod) Yoy War. Ower Actual Cod) Yoy War. Ower
{Rs mj) Cha (%) Chy (%) Exp. (%) {Rs mj) Chi (%) Chy (%) Exp. (%)
India Cements 1,164 -h1 -348 -34 271 -80 -1 -55
Hindustan Canstruction 1,017 14 -4 -21 218 =22 =27 -31
Federal Bank 3,314 ] -14 -3 1,103 ] -46 27
WRCL Infra. 1,156 1 T -12 4453 -G -2 -16
Divis Labs G549 =37 -39 -29 673 -20 -15 -0
___________________________________________________________________________________________________________________________________________________________________________________________________________|
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Highest earnings upgrade/downgrade

TOP 10 EARNINGS UPGRADES

Company EPS - Pre-30Fv09 (Rs) EP% - Post-3OFYDD (Rs) 4 Upgrade
FY10E Fr11E FY12E FY10E Fr11E FY12E FY11E FY12E

Idea Cellular 21 1.4 2.4 27 1.7 249 24 20
Crompton Greaves 19.2 21.6 27.0 22.3 26.6 J32.2 23 14
Tata Steel -8B G001 g849.0 -26 6 T36 H94 1 22 5]
Pantaloon Retail 9.2 13.0 16.6 9.9 143 18.8 10 13
Maruti Suzuki 786 ar.e 1049 aa.2 85,2 113.0 a g
Bank of Baroda T2 867 1042 822 934 1086 g 4
Infosys 1087 113.8 136.0 109.7 1224 147 2 g a
IDFC 8.2 8.5 11.2 3.5 10.2 12.0 g 7
TS 333 367 3491 348 392 42 4 7 g
Bharti Airtel 228 223 241 2410 2348 258 A T

TOP 10 EARNINGS DOWNGRADES

Company EPS - Pre-30FY09 {Rs) EP% - Post-3OFYD9 (Rs) % Downgrade
FY10E FY11E FY12E FY10E FY11E FY12E FY11E FY12E
India Cements 14.9 10.0 12.3 1249 G.8 6.0 -32 -51
Simplex Infra. 332 43.8 5149 26.4 5.3 a7 .4 -19 -4
State Bank Mav 26491 a0z2.0 200.0 2277 287.0 -15 -5
Tech Mahindra G4 f 724 754 44 1 fd.7 714 -11 -fi
Divis Labs 248 284 358.2 238 26.5 32.2 -10 -4
Jaiprakash Assoc 4.2 41 3.2 44 3.8 31 -8 -1
HCC 438 f.9 8.6 4.4 f.4 8.3 -8 -4
Hindustan Unilever 10.2 11.4 13.3 9.7 10.8 12.3 -7 -7
Reliance Inds. a7.4 81.6 974 534 75.8 5149 -7 -f
Union Bank 40.3 52.4 60.4 408 458.0 58.2 -7 -4
___________________________________________________________________________________________________________________________________________________________________________________________________________|
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Sensex companies’ EPS upgrade/downgrade

(R=) PRE-JQOFY10 EPS POST-30FY10 EPS EPS UPGRADE !
DOWHGRADE (%)
FY10E FY11E FY12E F™MOE FY1E FYM2E FYO0E FYMM1E FYM2E

Tata Motors 42 250 470 31 258 432 268 32 26
Maruti Suzuki 78E 875 10449 852 952 1130 5.4 o8 b=
Tata Steel -288  B0A4 ga.0 -2BE V36 941 TE 225 5.8
Jaiprakazh Azzociates 42 4.1 3.2 4.4 3.8 3.1 54 -2 =11
Bharti Airtel 229 223 241 20 235 258 419 54 70
TC= 333 36T 394 38 D92 424 45 67 s
Reliance Comim 201 1841 232 a9 172 M2 43 -4 B -3
Hero Honda 1054 121 1389 1099 1220 1394 43 0.8 1.8
Infozys 1057 1139 1380 1097 1225 1472 37 TE 82
BHEL BEY 1147 15249 89y 1142 1518 35 -04 07
ITC 105 123 144 08 128 150 27 3T 4.3
Graszim Industries 3347 2695 3084  33¥1 2654 30549 07 15 -na
Hindalco 33 52 140 33 B8 127 0E 172 -ay
Wyipro M3 35 B2 M4 B3I 396 0.3 5.3 92
Mahindra & Mahindra 954 1088 1246 957 1090 12449 0.3 0z 0z
AT 903 T4 #E ans T4 816 0.0 oo oo
MTPC 105 114 130 05 114 130 0.0 oo oo
HOFC 947 1100 1287 945 1098 1285 03 -0z -04a
ICIC] Bank Y 488 B13 35 505 BR22 DA 35 16
HOFC Bank E=9 86859 11049 Es2 833 10y 12 17 -0z
Sterlite Inds. 479 T24 1042 467 E93 944 25 -42 -4
Larsen & Toukro SF3 BT Catatts] 555 700 &R2 32 4.3 28
DLF 139 189 14949 133 181 1948 -389 -4.3 04
Hind. Unilewer 102 114 133 97 108 123  -41 -7 -7
Sun Pharma 82 EBBZ  TRAY %51 E44 EBBEO 53 -2B -5.2
Reliance Inds. 4 ®ME 975 s34 758 9148 TO -7 57
State Bank M57 2691 3020 2000 2277 M¥O0 73 154 -5.0
Tata Poweer E¥0 933 12149 B0E 967 11941 -92 -1.7 -2.3
ORGC 1005 1183 1333 ang 1133 1298 95 -42 -2B
Reliance Infrastructure S48 E25 B9 450 S5SB3 EBEE 178 100 -0.4
Sensex 814 1,076 1,308 801 1,064 1,301 1.7 11 -0.5
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Sensex EPS Trend

EARNINGS GROWTH REVIVAL FROM FY11 AFTER FY08-10 GROWTH HOLIDAY

FY10-12: 27% CAGR
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290|206 |205 239 06 |23
1,103
l,i7|3 1,299 1,309 - 1,076 1,064
1,25
g 1,028 -
980
970
886 883 874
IRmEe
I Y |

Dec-07 Mar-08 Jun-08 Sep-08 Dec-08 Mar-09 June Sep09 Dec 09 Jan 10
09 Mar-09 June 09 Sep 09 Dec 09 Jan 10

|| Eps growth YoY (%) '] eps growth Yoy (%)
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Dec-09 Quarter Results: Deviation from Est. (Companies)

EBITDA DEVIATION (109 COMPANIES)

PAT DEVIATION (109 COMPANIES)

Below
Estim ate
28%

In Line
33%

Below
Estimate
38%

Above
Estimate
43%

In Line
19%

= On the EBIDTA front, 42 companies reported above estimates while 31 reported below estimates.

® On the PAT front, 47 companies reported higher than estimates while 41 reported below estimates.

February 2010
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Dec-09 Quarter Results: Deviation from Est. (Sectors)

EBITDA DEVIATION (SECTORS) — VARIANCE (%)

Infrastructure /12
Metals 19
Textiles /19
Retail /18
Automobiles /7
m 16
Telecom 5
Pharma 15
Media 15
Engineering 3
FMCG
Real Estate
Banking
Cement
Utilities
Oil & Gas (32)
-45 15

February 2010

PAT DEVIATION

(SECTORS) — VARIANCE (%)

Textiles ] 50
Retail 138
Telecom 131
Real Estate 11
m 04
Automobiles 4
Media 02
Metals 02
Infrastructure 02
Engineering 02
FMCG 1
Banking 11
Cement (@)
Utilities
Pharma  (29)
Oil & Gag42
-50 -25 0 25 50

75
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Comparison of Earnings Based on Growth Rates

» Breadth of earnings positive; Several PAT GROWTH DISTRIBUTION OF MOSL UNIVERSE
Cuarter PAT Distribution of Companies (Ex RMs) (%)
large-caps outperform. ending  Growth (%)  >15% 0-15% <0%
" 63% of the companies in MOSL Universe Mar 05 334 54 13 <8
. June 05 264 13 19 15
reported earnings growth of over 15% Sep 05 205 3 13 13
in 3QFY10, as against 36% in 3QFY09. Dec 05 9.3 72 10 18
" Proportion of companies with negative Mar 08 el 24 1 28
June 06 33.9 71 13 16
earnings growth has decreased from Sep 06 6.9 7H 12 12
42% to 27% during this period. LAl e i 1 1
_ _ _ Mar 07 6.4 73 11 17
" 63% of companies in MOSL Universe June 07 240 75 11 14
with Earnings contribution of 57% have Sep 07 25.1 [ 13 14
_ Dec 07 15.4 57 12 21
reported earnings growth of 15%-+. Mar 09 243 = 13 4
" Another 9% of the MOSL Universe with June 08 256 53 24 23
. I Sep 08 107 43 26 26
0

earnings  contribution of 28%  have Dot 08 Y a5 -3 47
reported earnings growth of under 15%. Mar 03 -16.2 41 15 41
" 27% of the MOSL Universe with earnings June 0 151 54 14 32
o Sep 09 -11.2 51 14 35
contribution of 15% have reported Dec 00 26.0 63 g 27

earnings de-growth.
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3QFY10 Results Review: Sectoral Contribution

SECTORAL CONTRIBUTION TO EBIDTA (%) — 3QFY10

Telecom, 7.2 T, 7.2

Auto, 4.8 - FMCG, 4.2
Metals, 12.1 Utilities, 4.6

Engg, 3.4
Pharma, 2.5

Infra, 1.3
Real Estate, 1.1

Media, 0.8

Oil & Gas, 22.7 Textiles, 0.6

Banking, 24.7 Retail, 0.3

SECTORAL CONTRIBUTION TO PAT (%) — 3QFY10

Telecom, 7.1 FMCG, 5.2  Utilities, 5.1 Aduto, 5.1

Metals, 12.6 IT, 9.9
Engg, 4.3

Cement, 2.0

Pharma, 1.7

Real Estate, 1.3
Infra, 0.9

Banking (25% contribution) and
Oil & Gas (23% contribution)
are the biggest contributors to

EBIDTA earnings for 3QFY10.

Banking (24% contribution) and
Oil & Gas (19% contribution)
are the biggest contributors to
PAT earnings for 3QFY10.

: Media, 0.8
0il & Gas, 19.4 Banking, 23.9
Retail, 0.3 Textiles, 0.3
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Sep-09 Quarter Sector Margins: Actual v/s Estimates

GUARTERLY PERFORMAMCE - EEITDA AND PAT MARGIM (%)
EBDITA MARGIN PAT MARGIN

ACTUAL ACTUAL EST. ACTUAL ACTUAL ACTUAL EST. BCTUAL
SECTOR DEC 08 DEC 08 CHG CHE DEC 08 DEC 0% CHG CHG
Automohiles a3 15.5 7.0 7.2 2.8 8.2 2.5 54
Banking 921 834 -4.8 8.7 497 451 -39 -4
Cement 234 28.3 69 458 124 153 24 1.4
Engineering 127 16.0 0.1 24 o8 113 0.0 1.5
FACGE 18.7 216 24 2.0 125 14.8 1.3 14
Infrastruciure 11.7 16.7 35 48 62 6.3 01 0.0
m 204 26.6 02 1.1 194 203 0.4 045
Media 28.5 43.1 13.1 146 170 254 a3 5.4
Metals 19.3 28.1 = 859 120 16.5 6.2 4.5
Oil & Gas 71 9.1 6.2 20 43 4.4 iz 0.0
Pharma 244 23.2 -2.1 -1.2 115 8.0 04 -248
Real Eztate 4.8 36.7 -7.0 -18.0 435 23.0 -17 1 -20.5
Fetail 9.0 9.6 01 0.6 20 4.0 0.0 1.0
Telecom 354 309 -4.8 -2.5 212 1596 6.4 -1.6
Textiles 17.2 21.2 1.8 40 0s 5.3 25 4.4
Uilities 211 236 02 25 136 14.8 0.3 1.2
Others 16.9 16.5 -0.2 -04 7.1 B8 o0& -0.3
MOSL Univerze 16.4 20.0 3.5 1.6 10.9 11.2 1.7 0.3
MOSL Excl RMs 25.8 27.7 1.9 1.9 15.2 15.4 0.6 0.1
Sensex Universe 271.6 27.6 0.4 0.0 16.9 15.4 -0.4 1.5
Maote: Tata Steel Standalons Source: MOSL
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MOSL Model Portfolio

SECTORWEIGHT / BSE-100 MOSL WEIGHT EFFECTIVE SECTOR WEIGHT ! BSE-100 MOSL WEIGHT EFFECTIVE

PORTFOLIO PICKS WEIGHT RELATIVE SECTOR PORTFOLIO PICKS WEIGHT RELATIVE SECTOR
TO BSE-100 STANCE TO BSE-100 STANCE

Banks 1.5 23.0 1.5 Ouerweight Auto 5.4 6.0 0.6 Ouerweight

PsuU 5.8 10.0 4.2 Ouerweight Mahindra & Mahindra 1.2 2 ns Buy

=HI 33 4 o7 Buy Hero Honda nAa 2 11 By

Bank of Baroda g 4 34 Buy Mt 1.1 2 nAa By

PHE nr 2 1.3 Buy Telecom 3.5 6.0 2.5 Ouerweight

Private 15.5 13.0 -25 Underweight Bharti &irtel 23 4 1.7 Buy

[CICI Bank 52 3 0.2 Buy Idea Cellular 0.3 2 1.7 By

HDFC Bank 36 5 14 Buy Pharmaceuticals 3.6 5.0 1.4 Overweight

Lz Bank 14 3 15 Buy Cipla na 3 21 By

Infrastructure & surrogate 14.0 15.0 1.0 Ouerweight =un Pharma 0.7 2 1.3 Buy

BHEL 23 4 17 By FMCG 7.2 5.0 -2.2 Underweight

DLF nag K] 22 By ITC ar an 0.7 By

Jaiprakaszh Aszociates nAa 3 2.1 Buy United Spirits ne 20 1.4 By

Larzen & Toubro 4.3 3 13 Meutral Hilities 6.6 4.0 -2.6 Underweight

traTech Cement oo 2 20 Buy MTPC 15 2 (I Meutral

Qil & Gas 15.6 11.0 -6 Underweight Jindal Steel & Poweer 1.4 05 Buy

Reliance Inds. a6 G -36 Buy Others 44 8.0 3.6 -

GAIL 11 3 14 Buy G Powwer n.a 1 1.0 By

BPCL 04 2 16 Buy Firamal Healthcare nn 1 1.0 Buy

Information Technology 11.2 9.0 -2.2 Underweight Magarjuna Construction nn 1 1.0 Buy

Infosys Tech 68 3 14 Meutral Sintex Industries nn 1 1.0 By

TCS 24 2 -0.4 Buy Birla Corp n.a 1 1.0 Buy

HCL Tech ns 2 15 Buy Deccan Chronicle n.a 1 1.0 By

Metals i.0 8.0 1.0 Ouerweight Anart Raj Industries nn 1 1.0 Buy

=terlte 16 4 24 Buy Dewwan Housing nn 1 1.0 Buy

Sesa Goa nr 2 1.3 Buy Cash 0.0 0.0 0.00

Tata =teel 20 2 0.0 Meutral TOTAL 100.0 100.0

February 2010 21
MoTIiLAL OSWAL




Sector Snapshots
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Auto: Divergent margin trend

Summary VERY STRONG OPERATING PERFORMANCE

= Volumes grew 36.7% YoY and 2.1% QoQ for the EBDITA (RSM) _ [EBITDA Margins (bp) PAT (RS M)
industry, it grovvth across all segments. _ Actual Yo¥ (%) QoQ (%) |Actual Yo¥ QoQ| Actual Yo (5u) QoQ (%)

, ; , Bsjsj Ao 7,235 1366 137 220 740 10| 5073 1436 167

® Divergent margin trend, with overall 40bp QoQ Hero Honda 6483 582  -106| 17.0 270 -690| 5358 783  -103
improvement in EBITDA margins. Maruti Suzuki 11,338 2223 238| 151 760 240| 6875 2216 206

® Margins from peak in 2Q/3QFY10 are expected to W& 6835 1572 -107| 152 600 -190| 4243 1592 283
moderate as RM cost hardens. Tata Motors 11,519 11569 g1 125 1090  -50( 4176 LtaP 165

® Qur estimates are upgraded by 0-9% to factor in for Aggregate 43,432 2047 ZdE| U Gl | S A L
strong volume growth and increase in selling prices, REVISED EPS ESTIMATES (RS)
with 8.8% upgrade in Maruti Suzuki, but 6.5% F¥10E FY11E FY12E
downgrade in M&M. Hew Chg (%) PE(x)| Hew Chg (%)} PE(x})| Hew Chg (%) PE(x)

® Short term headwinds exist in form of excise duty cut ~ Bajsifute 1170 07 152 | 1323 07 134 | 1510 -04 17
rollback, increase in selling price (fOI’ RM & emission Hero Hnnda 10889 43 142 1220 04 1245 1384 18 1.2
norm change) and hardening interest rates. ﬂ;::“ ::z 2; 1:2 13153 22 ::g ES ;; 1122

" Top Picks: M&M, Maruti and Hero Honda. TataMotors  -31 268 316 258 32 277 482 26 148

VOLUME GROWTH REMAINED ROBUST PEAK MARGINS IN 2Q/3QFY10
4,000 1 Volumes (‘000 units) Growth (%) 45% 19 ——EBITDA Margin (%) ~#—RM Cost (% of sales) 75
3,500 — A1 30% 17 Y 74

3,000

T 15% 14 & 72

V—‘ )
H r F
2,500 H ﬂ W 0% 12 71
2’000

‘ -15% 9 69

1QFY08 3QFY08 1QFY09 3QFY09 1QFY10 3QFY10 1QFY08 3QFY08 1QFY09 3QFY09 1QFY10 3QFY10
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Banks: NIMs improve QoQ, Asset quality deteriorates

Summary
=" NIM improved QoQ across all the banks backed by significant decline in cost of deposits and improving CD ratio (as
loan growth picked up and proportion of bulk deposits continue to decline)

" For large banks (except for ICICI Bank), loans grew above industry growth of ~14% YoY. 7% QoQ growth for Union
Bank and ~20% YTD for HDFC Bank is impressive. Axis Bank moderated loan growth in 9MFY10.

= Sequentially core operating profits improved across all the banks as contribution from NIl increased and trading profits
declined.

=  While the GNPA increased ~10% QoQ for PSU bank, it declined ~3% QoQ to private banks. PNB and BoB has
already recognized the debt relief scheme o/s amount as NPA whereas, other large PSU banks are yet to do so.

® Qverall results were inline with our estimate. On the NIl front, positive surprise came from BoB, Indian Bank, OBC and
Yes Bank. While SBI, BOI and Federal surprised us negatively on PAT front; BoB, Indian, Andhra, OBC and Dena
surprised us positively (led by strong core operating performance).

KEY PARAMETERS
NIl Fee Income PAT Deposits Loans Gross NPA NIM %
% Growth QoQ YoY QoQ YoY QoQ YoY QoQ YoY QoQ YoY QoQ YoY 3QFY09 2QFY10 3QFY10
PSU banks

SBI 12.6 9.7 -3.8 34.7 -04 0.0 -0.2 11.3 4.6 19.0 8.5 41.7 3.15 2.55 2.82
PNB 11.2 18.6 -1.5 -4.1 9.1 0.6 1.4 18.7 4.2 204 205 -3.3 3.85 3.64 3.84
Canara* 12.5 18.8 -1.3 9.1 15.6 50.0 2.3 19.5 0.7 14.3 11.6 4.1 2.75 2.66 271
BoB 15.3 9.5 10.3 26.9 31.3 175 3.7 27.6 4.9 235 155 17.6 3.30 2.63 2.95
Bol 6.1 -1.8 -3.8 -7.8 254 -53.5 3.7 20.0 4.5 15.3 6.8 89.2 3.40 2.57 2.60
UBol 233 -5.4 -1.6 31.6 5.7 -20.5 1.4 16.5 7.1 14.6 9.1 25.7 3.68 2.34 271

Private Bank

ICICI Bk 11 3.4 25 5.6 59 -13.5 -0.1 -5.5 -6.1 -15.6 -4.2 -5.9 2.40 2.50 2.60
HDFC Bk 13.7 124 11 8.8 19.1 31.6 3.3 6.9 52 211 -2.6 3.3 4.30 4.20 4.30
Axis 17.3 451 12.3 28.6 234 31.0 -1.5 7.7 4.6 125 3.7 48.9 3.12 3.52 4.00

Note: Fee income is non-interest income (ex trading profits, recoveries and forex), * NIM on cumulative basis, rest on quarterly basis
- ________________________________________________________________________________________________________________________________________]
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Banks: Strong oEerating Eerformance

SHARP DROP IN CREDIT COST (%) FOR HDFC BANK ICICI BANK - CORE OPERATING PROFITS CONTINUE TO
IMPROVE LED BY OPEX CUT (RS B)

4 24 24 24.4 23.9
24 R 231 — -
2.1 22 213 [ 21.4
— ] 19.8 — 19.4 —
19 1.9 '
' 18.0 18.2
1.7 17.1
1.6
1.5
14 13.3
o] o] [ee} [ee) (o)} o)) [e)) o)) o o o o] [ee] [0} [0} (2] (e} (e} (e} o o o
o o o o o o o o — — — o o o o o o o o — — —
L &L oL & &L &t & &t & g L L & & & & & & &t
¢S ¢ 8 ¢ 9 8 8 ¢ 9 g ¢ ¢S ¢ %8 ¢ % 8 8 ¢ 9 g ¢
STRONG RISE IN MARGINS QOQ FOR LARGE PSU BANKS (BP) OBC - STRONG IMPROVEMENT IN MARGINS
37 3.0
32 _
2.7
27 -
24 24 23 24 24
20 21 2.2
2.0
1.8
5 | H
3
[0} o0} [e0] [e0) (@)} (e} (e} o)) o o o
S 2 2 2 2 S £ 9 S s
: ST TR T L T
Bol Canara PNB SBI BoB UBol o I =2 S T 2 O o 9
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Cement: Severe price decline despite strong volumes

Summary

Volume surprises positively with 9.4% YoY growth in
3QFY10 and 10.8% FY10YTD.

R513/BAG PRICE DROP DRAGS

DOWN EBITDATON

Yolumes (MT)

Realization {RsXon}

EBITDA (R=/Ton)

Actual Yo (%) 0o (%)

Actual YoY (%) 0ol (%)

Actual Yo (%) Qo0 (%)

= Cement price decline was higher than estimated, with Sr:as;m - ;E 1;2 241'22 ::22 21 1:; 1?;1':' 122; "3:2
. raTec i . . . -8. -1, -19. -32)
~Rs15/bag QoQ. As aresult, EBITDA/Ton declined India Cemert 28 381 11 | 3028 166 118 422 532 604
28.5% QoQ (flat QoQ) to Rs923/ton. Shree Cemert 26 217 32 | 3213 55 68| 1195 185 211
® Qur EPS estimates have seen downgrade of 0-32%, Aggregate 151 243 104 | 3,261 54 94| 923 36 285
with India Cement witnessing 32% downgrade in FY11
and Shree Cement witnessing 8% upgrade (due to CHANGE IN EPS ESTIMATES (RS)
lower depreciation). In 4QFY10, we factor in Rs5/bag FY10E FY11E FY11E
higher prices QoQ; in FY11 Rs10/bag average lower. Hew Chg (%) P/E(x)] Hew Chg (%) P/E (x)) Hew Chg (%) P/E (x)
= Volume growth is estimated to remain strong at 10- 3;33:" - 3:: g; 1;2 2?:2 193 ;‘22 33:2 3§ 13;
12%, with price recovery in 4QFY10. However, FY11 Rl = : 2 : & :
14 witness hiah volatility in oricin Biirla Corp FI2 -45 51 566 -59 6.3 547 67 G5
. bl g y In pricing. India Cement 129 135 8.8 fE -39 167 81 -34.3 140
Top Picks: ACC, UltraTech and Birla Corp Shree Cemert 2674 25 75 | 2104 82 95 | 2356 136 85
TREND IN VOLUMES (INDUSTRY) TREND IN REALIZATIONS AND EBITDA (AGGREGATE)
56 Despatches (MT) Growth (%) 14% 1,400 3972 4,200
50.3 498 490 3,851
. 1,250 3,635 | 3,900
48 46.1 44 447 % 46.1 12% 3611
416 01 409 41.6 0.1 1,100 3,600
38.8 % 1,292
40 01 01 pa | 1167
0.1 950 3,300
32 | 01 0.1 7% 958 923
0.1 e 800 3,000
s &8 8 8 8 8 g8 g 8 & =2
24 4% @ & & & & & & & & & &
1QFY08 3QFY08 1QFY09 3QFY09 1QFY10 3QFY10 ° < 9 9 9 <92 9 9 9o o g

Volume growth remained strong at 9.4%, despite brief slowdown in

Sep-Oct 2009

Realizations drop by Rs17/bag QoQ, translating into similar drop in

EBITDA/Ton
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Engineering: Revenues growth disappoints

L&T DISAPPOINTS; SIEMENS, CROMPTON OUTPERFORM (RS M)

SUTIITER) Sales EBITDA Net Profit

® Order intake stable; improvement for L&T driven by Actual  YoY  Var Actual  YoY  Var Actual YoY Var
power sector BTG orders. Excl power segment, L&T’s Chy ) oy Gl Ch)  Ca)
order book down 13% YoY. Also, industrial segment BHEL 71003 179 76 14328 270 18 11095 290 26
shows initial improvements. Crompton 12,238 133 20 2036 469 105 1354 595 166

LaT 80,714 61 175 9551 14 78 6103 47 178

= EBIDTA margin expansion for most companies on back Siemens 18666 138 -11 3633 1134 815 2385 882 1172
of lower commaodity prices. Margins improved especially ~ Thermax 7483 59 -206 634 76 17 565 -8 61
for Crompton, Siemens, and BHEL.

® Revenue growth at 5.4% YoY, lowest in 23 quarters
now. L&T revised revenue growth guidance to 10%
YoY, vs 15% previously. Crompton continues to deliver
better than estimates for another quarter.

® Top Picks: BHEL, Crompton

ORDER INTAKE (RS B): INITIAL IMPROVEMENTS LOWEST REVENUE GROWTH IN 23 QTRS NOW (% YoY)

450 1@ BHEL @ Crompton Greaves O Larsen & Toubro @ Siemens 45% -

400 - N 40% [

350 - 35% - q M

300 30% || _ T[] nm M B - N -

250 - 25% - 00N

200 - 20% -

150 - 15% -

100 - 10% -

9QOAdOY I
80A-HOy =
60A4Ds EEmm
0TAdOT ——4

Q1
T
<
o
O -

50 - 5% - HD

O’ . 0% r—r..Tr T T T T T T T T T T T T T 1T T T T 1T T 1

BN wos 2N W oA e Wi B2 N Wi BN WA NW BN W ORI W Y » N W

o o0 O O O O O O O Q: 0 O O O ey o oNoNooRoNoloNooNoRoNoReoNoNoNeNoNoNoNe
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FMCG: Volume growth steady, higher ad spends curtail margin expansion

Summary HUL DISAPPOINTS; COLGATE, ASIAN PAINTS SURPRISE (RS M)
= \/olume growth momentum continued in 3QFY10 as Het Sales EBITDA PAT
Actual Yo¥ *Var | Actual Yo¥ *War | Actual Yo¥ *Var
well, however value growth was muted for most G ) G () G Ch)
companies as the impact of carryover pricing waned in HUL 45,732 4 3 7875 3 11 5990 2 A1
3QFY10. T 45802 19 2 | 17076 2 o | 11442 27 4

= Companies remained cautious of near term volume Asian Paints 16,200 23 13 | 3481 191 32 | 1,086 232 36

growth due to high food inflation. E”Eﬂd SEHE 13:22 1319 j 12??; 12: : 1 2?: 212; z
9 o =]alk] i o i :

" HUL's \{olume growth mcregsed to 5% (1% volume Colgate 4906 17 0 1212 35 12 | 1164 50 32
growth in 2QFY10); ITC’s cigarette volume growth of 5K Cong 4181 25 y 68 9 .37 357 3 o4
~8.5% came as a positive surprise. Marico 6EE 8 6 388 25 F 522 22 2

® Qur FMCG universe sales grew 16%; EBITDA grew Godrej Cons. 3180 16 -2 22 BO -4 SE2 43 7
27% as increased in ad spends partly neutralized the * Wariance over estimate
gains from lower input costs.

® We continue to prefer players with niche presence in
categories with low competitive intensity. ITC, United VOLUME GROWTH REMAINS ROBUST (YOY, %)

Spirits and Nestle are our preferred bets. Dec-08 Mar09 JunD9 Sep-09 Dec-09

Hindustan Unilever 23 -4.2 20 1.0 a.0

ITC (cigarette) -35 -3.0 5.0 7.4 8.5

HIGHER AD SPENDS CURT{&IL EBIDTA I.'u'lﬂF.:GIH E_)(FﬂHSIDH e P T 20 130 115 175 2510

Expansion/Contraction in basis points_ United Spirits 19.0 240 17.0 111 123

Gross Margin_ Adspend EBITDA Margin Colgate (Toothpaste)  14.0 152 140 18.0 15.0

B il silb =l GSK Cansurmer 13.0 20.0 12.0 9.0 10.0

ITC -G LA 170 Marico

Aszian Paints 7an M4 1,140 FParachute a0 M 140 10.0 o0

United Spirits 450 -100 610 Hair Qil 14.0 MLA 9.0 17.0 10.0

Colgate 130 410 285 Saffola 3.0 M.A 13.0 22.0 18.0
Daburs a60 330 260 Godrej Consumer

Godrej Consumer 1,620 20 a40 Soaps 19.0 4.0 15.0 ~16 ~11

GEK Consumer -140 870 -330 Hair Colar 7.0 13.0 14.0 ~35 ~11

Marico® 780 260 200 Dabur 14.0 13.0 16.0 13.0 145

* Consolidated
|
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IT: Broad-based growth, discretionary pick-up & historical high margins

Summary IT: ACTUALS WS ESTIMATES
- - " US$ Rev growth (%)  EBITDA margin (% PAT (Rs b
" Revenue and earnings surprise positively. Above nf:tualg = Sﬁm'l[ atL tual Egim{atl Y '[E Sﬂ": —
expectation margin performance at Infosys and TCS, infosys 58 37 %5 26 158 147
despite wage hikes at Infosys and rupee appreciation. TCo 5.3 15 257 25 2 180 164
Revenues ahead on broad-basing of growth and pickup Wipro A0 50 189 104 120 121
in discretionary demand. HCL Tech 3.4 2.3 20.3 207 27 24
® USS$ revenue growth of 3.4-6.8% across top 4 IT
companies, with Infosys showing the highest growth. 30FY10 Q00 GROWTH BREAK UP (%)
Volume growth of 2.9-6.6% with TCS posting the highest Revenue olume Realization
volume growth at 6.6%. Infosys 6.8 5.3 1.4
= EBITDA margins improved by 90bp and 100bp at Infosys L?pam 2; E? '1':'_'12
and TCS respectively and dipped by 180bp at HCL HeL Tech 14 2 g 11

Tech. IT EBIT margins were flat at Wipro. Operating

Mate: Realization is in reported currency
margins were at historical highs for Infosys and TCS.

US$ REVENUE GROWTH ACCELERATES HISTORICAL HIGH EBITDA MARGIN AT TCS & INFOSYS

—a—Infosys ~—a—TCS —=—Wipro —e—HCLT —8—Infosys —8—TCS Wipro (overall) —@—HCLT
16

38%
12

4

28%

23%

 — f’\

(o]
L 4
L 4

N~ N~ N~ o] [e0] [e0] [e] (2] @] (o)} [e2]

o o o o o e} o o o o o 18%

c o Q < c o Q < c o [&]

3 % 8 s = % 8 s = % 8 1QFY09 20FY09 3QFY09 4QFYO09 IQFY10 20FYD 3QFYDD
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IT: Outlook —Wipro & TCS more confident

Infosys: Conservative guidance, positive outlook

INFOSYS GUIDANCE

" 4QFY10 revenue growth of 1.5% at the top end of the o= a3 ﬁg_gg;g 2;:1']22?; 21;12:;'_:
guidance. Sequential Growth (%)  11%1t0-03% 36%t038% 12%tol 7%
" We believe that Infosys’ guidance is conservative |NREPS 266258  106.9-107.1 99.5-100
considering the broad basing of growth and pick up in
discretionary segments seen in 3Q. ST Rewvenue () 1,240-1,250  4,750-4,760  4,600-4,620
= Return of large deals (US$100-300m), increase in hiring  Sequential Growth (%)  0.6%t01.46% 1.8%t020% -1.3%t0-1%
targets (20,000 to 24,000 in FY10 and 15,000 freshers  YS$ EFS 0.56 2.3 2.09-21

in FY11), coupled with improvement in demand in

telecom and manufacturing indicate positive traction.
HCL Tech: Early FY11 recovery indicated

Wipro: Guidance above expectations, more realistic = Positive on IMS demand after 14% QoQ and 25% QoQ
= Expects revenue growth of 3%-5% in 4QFY10 (v/s O- and 7% QoQ growth in last 3 quarters
1.5% for Infosys). -

Discretionary demand (EAS and Engg. services) to

= US$ revenue of 1161-1183m. pick-up in 1QFY11, on back of manufacturing recovery.

: . ® Strong deal flow seen in JFM quarter
TCS: Continuation of broad-based recovery

® Strong deal traction with 10 large deals won. 20 in
pipeline.

®  Continued hiring with ~11,500 people to be added in
4QFY10, including ~3000 laterals, after similar adds in
3QFY10.

®" Broad-based growth with improvement in
verticals like telecom/manufacturing

® Pick-up in discretionary services
implementation.

® 100bp of margin declines to be recouped over next 2
quarters

Earnings Upgrades

= 5-7% for FY11l and 8-9% for FY12, across top-3 IT
players on better volume growth and higher margin

lagging sustenance expectations.

like Bl/package
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Infrastructure: Execution impacted, margins stable

LOW EXECUTION HITS MOST PLAYERS (RS M)
Summary Sales EBITDA Net Profit
= |nitial order intake improvement for most companies; Actual ':;: ‘:’;; Actual ";'::; "::u; Actual "'{';:; ‘:’;;
plus robust L1 pipeline: NJCC Rs35b, IVRCL Rs45b, - T s 0T 1o 4T 915 36 573 s
Patel Engg RSBOb’ HCC R855b’ 2 WRCL Infra. 11,8340 -05 -138 1,156 o 124 458 15 162
= EBIDTA margin expanded given lower commodity Jaiprakash 28,524 1155 395 7739 2130 405 314 492 258
prices. Political issues in Andhra Pradesh impacted MNCC ME70 156 23 1181 314 56 479 3E 1141
execution and working capital / debt, which increased =implex 10668 -1680 -229 963 162 -323 231 237 -376
for IVRCL, HCC and Patel Engg. Revenue growth was
disappointing for the sector with IVRCL and Simplex
even reporting decline in revenues.
® Despite poor execution, interest cost as % of revenues
declined 83bp YoY; and stood at 3.6% in 3QFY10.
" Top Picks: NCC, Simplex
ORDER INTAKE (RS B): INITIAL SIGNS OF IMPROVEMENT EXECUTION IMPACTED REVENUE GROWTH (% YoY)
120 O A] Order Intake m HCC O VRCL O NCC m Patel m Simplex 60% -
100 - 50% | _ ]
80 | . 40% - IR [ _
60 - 30% -
] H: I HE
NE AN E % |
20 I AN HE HH [
1 | 19 B e e o 8 I e e
% » A fola P 5888088508 85808888838
= N w = N (O8] = Ne W = Ne W
0.9 8889884855888 ¢gg 1327272232273 322TTT3TT
ééééééééééi_éjéggi"gj > 5663333330 0 0 o o
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Media: Advertising bounces back

MEDIA 30FY10: SUN TV IS THE SOLE OUTPERFORMER (RS M)

Summary Net Sales EBITDA
® Advertising inventory utilization picked up across Actual Estimate Var (%) Actual Estimate Var (%)
genres, ZEE Ent. reported 0.9% ad revenue growth. ?;EI‘*’ ggg; g;;g 1{?-?) 13;2 fggg 1{2-;}
" |n 3QFY10, MOSL universe advertising revenue grew Jagran Prakashan 2,260 2.376 (45 653  Bo9 (5.7)
by 9.4% YoY and 1% QoQ. Deccan Chronicle 2,334 2,340 (0.7 1,266 1,340 (5.5
HT Media 3,661 3,475 5 4 746 747 (0.1)

® Regional players continue to out perform national as
regional advertising revenue grew by 28.6% YoY and
2.7% QoQ v/s national ad revenue growth of 1.4%

30 AD REVENUE GROWTH (%)

YOY and 0.1% QoQ ror_ 804
0 0 0 .
_ _ _ _ SUni, DR Regional players out
®" Print media companies posted a strong margin ZEEL 0.9 9.0 perform national
expansion due to lower newsprint cost. Raw material ~ adran Prakashan 90 -1i.6
cost declined by 30% YoY Deccan Chronicle 8.0 -7
_ y . HT Media 10 10
®" Top Pick: Deccan Chronicle
LOWER NEWSPRINT COST BOOST EBITDA (RS M) TRACTION IN DTH REVENUE CONTINUES (RS M)
3QFY09 4QFY09 1QFY10 m2QFY10  m3QFY10 o sun TV o ZEEL 8
1,387 s —
N~ n
< ] g
] o <
— o —
38 5| | 5
Y oy QA
g K o8
© N &
¢ & .
a —
1B {8
Jagran Prakashan Deccan Chronicle HT Media 3QFY08 1QFY09 3QFY09 1QFY 10 3QFY 10
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Metals: Steel margin up tick, Aluminium costs rising

Summary

Steel price realization increased marginally QoQ. Steel
sales volumes grew very strongly in December though
October and November sales were sluggish.

Margins of steel producers are expanding on account of
price improvement and raw material cost reduction.

Revenues and margins of non-ferrous companies were
boosted by stronger LME; however power and fuel
costs continue to impact margins of Aluminium
producers.

Mid cap steel companies’ performance was better QoQ
on the back of higher volumes, increasing RM
integration, better Ferro alloy prices.

STEEL: EBITDA PER TON IMPROVING (QoQ; USD/ton)

600

500

400

300

200

100

0

—8— TATA —o— SAIL —— JSW

1QFY09 2QFY09 3QFY09 4QFY09 1QFY10 2QFY10 3QFY10

February 2010

JOFY10 PERFORMANCE SNAPSHOT

Net Sales EBITDA Adj PAT
Rsh Yo (%) Rsh Yo (%) Rsh Yoy (%)
Tata Steel 637 a3 231 ] 11.8 48
JEW Steel 461 GE 11.2 186 4.0 261
SAIL 100.4 13 258 128 16.8 e
JEPL 17.7 -1 6.2 -10 a3 -14
Malco 142 ar 3.0 12 1.6 -29
Hindalco 547 33 8.0 3 4.4 -1
Sterlite 67.5 44 17.7 214 10.0 107

Mate: Tata steel, JZPL and Hindalco results are standalone

COST OF ALUMINIUM PRODUCTION RISING AGAIN (US$/ TON)

—&— Nalco Hindalco
2,500
2,000
/\.\-\
1,500 \-/
1,000
1QFY09 2QFY09 3QFY09 4QFY09 1QFY10 2QFY10 3QFY10
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Oil & Gas: GRM at 6-yr low; Eyes on policy decisions

® GRM at 6-yr low: Benchmark Singapore GRM at SINGAPORE GRM AT$1.9/BBL; RIL PREMIUM A SURPRISE

$1.9/bbl was at 6 year low. RIL Premium (RHS) —e— Singapore GRM ~ —a— RIL
. . =t HPCL —&— BPCL —8— [OC
® Petchem margins decline, volumes strong: Petchem 20 10.0
margins under pressure on QoQ basis as price naphtha
was up 7% while polymer/polyester prices were down 15 7.5
~2%. 9mFY10 demand was up 23% for polymers and
17% for polyesters leading to ~100% utilization levels. 10 5.0

®" Non-operating items catch limelight: GAIL’s subsidy

was provisional; expect Rs0.6b write-back in 4Q. 5 2:5
ONGC’'s PAT was impacted by dry well write-off of
Rs25b v/s avg. Rs7b in last 8 quarters. i \/ ~ -

® RIL — GRM surprise; low profits in E&P: QoQ jump in (5) (2.5)
premium to $4/bbl (vs. $2.8 in 2Q); despite 9% drop in IQF08 2QF08 3QF08 4QF08 IQF09 2QF09 3QF09 4QF09 IQFD 2QFD 3QFD

Light-Heavy differentials can be due to KG-D6 gas use
and contribution from new high complexity refinery.  3QFy10: ACTUAL ¥S ESTIMATE (RS M)

Since KG-D6 started from April-09, E&P EBIT margin EBITDA, PAT
declined to 42% from 64% eatrlier led by higher D,D&A Dec09 Var YoY QoQ Dec09 Var YOY QoQ
costs. Expect to increase as production ramps up. Reliance Inds. 78,440 3% 4B% 9% 40080 -3%  14% 4%
. , . i ) 0 QMG 91,348 % B3% A% 30536 -37%  23%  nm
. ’ Cairn India 3473 13% Z66% 161% 2910 272% 23% 45%
domestic fuel losses by the government. Indraprastha Gas 1,031 5%  53% 3% 586 0%  53% 3%
® Shades of contribution from mega projects: G3PL 2931 -B% 149% 4% 1,34 -B%O317% 4%
Contribution from RIL's KG-D6 and Cairn’s Rajasthan  Pure Refiners - Inventory gains helped to report higher GRMs
block have begun and their share to increase ChennaiPetra 1,204 110% nom nmo 1783 nm ..nm 15%
significantly in future. MRPL 2,840 T9% i T 12370 131% nim nim
OMC's - Lower than expected govt support; partially compensated by forex gains
® Near term triggers: To watch out for Parikh committee fols 9457 -05% nmo R BOBE  -DB3% nm 145%
recommendations and likely policy decisions and BFCL 6,228 -T5% A A 3791 -73% nm A
pending hike in APM gas price. HPCL 1,420 -94% nm  nm M4 -98% nm  nm
___________________________________________________________________________________________________________________________________________________________________________________________________________|
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Oil & Gas: Mega projects contribution begins; non-operating items catch limelight

9MFY10: UPSTREAM SHARED 100% OF AUTO FUEL LOSSES; GOVT. PARTLY SHARES DOMESTIC LOSSES

FYO7 FY08 FY09 1QFY10  2QFY10 JOFY10 IMFY10
Fx Rate (R=AUS$) 45 2 403 4610 455 45 5 45 5 4510
Brent (US$:bbl) B4 .4 823 54.5 59.2 65.2 745 E7.3 Govt. partly compensated
Gross Under recoveries (Rsb) for domestic fuel losses
Auto Fuels 205 426 575 g 34 44 54
Domestic Fuels 286 347 458 49 70 90 209 :
Total 494 773 1,033 54 104 134 293 l’gg;?;gi{g?&fgi;i
Sharing (R=b)
il Bond=Cash 241 353 713 = = 120 120
Uipstream 305 357 325 B 34 44 24 We expect Govt. to
OMC's sharing 45 163 ) 43 70 0 119 compensate OMC'’s for
Total 1494 T73 1,033 54 104 164 323 first 9 months as well as
Sharing (%) 4QFY10 losses fully.
il Bonds 49 46 £9 = = 73 57
Ipstresm 42 33 32 10 33 27 26
OMC's sharing 10 29 1) a0 67 0 37
Total 100 T00 100 00 100 100 T00

RIL'S KG-D6 & CAIRN'S RAJASTHAN RAMP-UP BEGINS

ONGC: DRY WELL WRITE-OFFS IMPACTS PAT

- Depletion  m Depreciation Dry Wells Survey
PMT. Yemen KG-D6 Ravva/Cambay m Rajasthan oa
n7
B8 JPEN
, 1
432 72 96 9 8.6 > 2.8 i 24;651
354 49 34 ' ro
2.9 6.1 107
268 42 32 23 B9 55 ﬂ = ,'6'6,"-
191 a [34] [3.0] 42| 1261 -
L o | 56 ge D4 U8 E 98 15 18 g9 p3 w4 23
42 43 41 38 39 39 39 19 17 16 14 14 14 14
FYo8 | FYos | 1 ‘ 20 ‘ 30 ‘4QE FYLE Q ‘ 2Q ‘ 3Q ‘ Q | R ‘ 2Q ‘ 3Q ‘ Q| W ‘ 2Q ‘ 3Q
2007 FY09 1Q 2Q 3Q 4QE FYIE
Ev D EVD FY08 FY09 FYD
* Production in kboepd; net basis
|
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Pharmaceuticals: In-line

Summary KEY PLAYERS — ESTIMATE VS ACTUALS _ (RS M}
= Topline growth above estimate or in-line except Cipla EBITDA Adj PAT
PHL & Divi Il Us & . lesiie (i Actual Estimate  Var (%) Actual Estimate Var (%)
VIS, India, U €Merging markets Key o inany 2,427 715 239 1,198 193 520
growth drivers for generics. De-stocking continues to |y 2 4R 1 8R4 37 1G06 1850 1
impact CRAMS revenues. Cadila 2,100 1,655 27 1,207 aa3 33
® Lupin, Cadila & Jubilant reported higher EBITDA .Juhiliant 2,251 1,920 17 1,008 1,238 {19y
while Glenmark, PHL & Divi’'s disappointed. DEL 2,860 2,704 B 5217 (1,509
" Generics - Adj PAT (ex-DRL) in-line partly aided by ©SkFPharma 1,888 1,775 5 1.410 1,415 (o
licensing/technology income & lower taxes. DRL PAT g'“ir; ;égi 13?9 ; 5 233 5 ;Sg ;
impacted by Betapharma impairment write-offs. ALl : : : : (8)
" CRAMS - Adj PAT below estimate for Divi's & <ola 3049 3.598 1 2.690 2879 )
. | . Glenmark 1,534 1,665 £ 441 240 12
Jupﬂant (forex losses) while above est. for PHL (tax gy 1774 1,045 @ 1,362 1195 14
write-back). Divis Labs 59 926 {29y 578 747 iy
®" Top Picks: Cipla, Lupin, PHL & Divi's Labs
PHARMA 3QFY10 REVIEW - EARNINGS IMPACT
Company EBITDA Adj PAT EPS Chg (%) Reason for upgrade/downgrade
vs.Est Reason vs.Est Reason FY11/CY10 FY12/CY11
Biocon In line EBITDA in-line despite higher topline Above  Lower interest cost & taxes 8.4 7.7 Higher topline grow th
due to adverse product-mix
Cadila Above Higher formulations exports Above  Better operational performance 10.1 7.5 Better operational performance
Cipla In line Boosted by better product-mix In line Partly impacted by forex losses 17 12 NA
Divis Labs Below Low er sales & higher other exp Below Low er operational performance -9.6 -85 Low er topline grow th
DRL In line EBITDA in-line despite higher topline Below Significantly higher impairment 5.0 2.3 Higher topline grow th & higher Ol
due to temporary slow -dow n in US charges for Betapharm
Glenmark Below Muted topline grow th & adverse Above  One-time licensing income & low er 2.4 2.8 Higher topline grow th
product-mix taxes
Jubiliant Above Better product-mix & Op forex gains Below Forex losses 9.6 10.0 Better operational performance
Lupin Above Better product-mix In line Partly impacted by higher taxes 5.2 3.6 Better Op perf & low er interest costs
PHL Below Delayed recovery in GCC & CRAMS Above  Tax-write back boosted PAT -8.7 -7.0 Low er topline grow th & higher interest
costs
Sun Pharma In line EBITDA in-line despite higher topline Below Low er other income & higher tax -2.6 -5.2 Low er other income & higher tax
due to higher RM & SGA exp
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Real Estate: low base impact, steady pick up in sales

KEY RE COMPANIES RECORDED 30-50% YOY INCREASE

Summary
IN 3QFY10 REVENUES

® During 3QFY10, key RE companies recorded a 30-40%

YoY increase in revenues and around ~40% YoY ]

increase in net profit. EBITDA margins continued to

decline on a YoY basis. The improved performance was %

on account of (i) low base impact and (ii) steady pick up 70 58 H

in residential sales. ’3_7‘ ’5‘

® While the mid income residential vertical witnessed
strong sales momentum since August 2009, the
premium luxury vertical also started witnessing swift

A
4
Brigade =

recovery from December 2009 onwards. Transaction 5 g S EL é 3 F E g
q 0 o 0 0 0 = = X

also started picking up in the commercial office vertical. p= A < X * = 2 5
- - - - © >

We expect the commercial and retail vertical to witness = 8 = g
o s

swift recovery over the next 3 months, led by the strong

domestic economic revival and improvement in v pe COMPANIES RECORDED ~40% YOY INCREASE IN
consumer sentiments. 3QFY10 PROFIT

®" Though real estate companies achieved high sales
volumes, the same was not fully reflected in the ]
3QFY10 results as most companies follow the
percentage of completion method for revenue
recognition (POCM) and for most of the newly launched
projects (i) construction is in preliminary stages or (i)
construction has not yet commenced.

" Results were also buoyed by decrease in interest
expenditure as most companies have recapitalized their
balance sheets over the past few months by (i) raising
funds through QIP issue, warrants issue, asset sales
and (ii) debt restructuring.

358

2]
[ & ]
[E]
El

g
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Unitech
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Real Estate: low base impact, steady pick up in sales

EBITDA MARGINS TREND (%)

7069 0O 3QFY09 O2QFY10 m3QFY10
S 58
= 52 50 51
— __46
2 39
30 28
26
P4 N 23 120
1
65
[T
0 5 < = © * © o)
= = g & £ 35 & B
X 5 S = ) =
5 5 g =
o e =
< >
o a

GROSS DEBT EQUITY IS DOWN TO ~0.6X VS ~1.2X IN 3QFY09

O Unitech O HDIL @ DLF @ Puravankara
2.4
1.8
1.2
0.9 0.9 1.0
6 7 0.7 0.7
0.6 0.6 0.60.6 |—’0_5F|0_6‘ 0.60. 0.6
3QFY09 4QFY09 1QFY 10 2QFY 10 3QFY 10

KEY RE COMPANIES REVENUE GREW ~25% QoQ IN 3QFY10

183

IBREL

Mah Life *

Unitech

Sobha

DLF

HDIL

Phoenix Mills
*

Anant Raj
Puravankara

KEY RE COMPANIES’ 3QFY10 PAT WAS FLAT ON A QOQ BASIS
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Telecom: Positive surprise led by relatively resilient margins

Summary

= Divergent traffic growth trends with Idea and TTML
clocking 15-19% QoQ while Bharti/RCOM at 5-7%

= RPM declined ~8% QoQ for Bharti/ldea; 5% for RCOM

" |dea reported a QoQ revenue growth of 6% driven by
robust traffic growth; wireless revenue was largely flat

QoQ for Bharti and RCOM

® Enterprise business remained soft for Bharti and RCOM
® Consolidated EBITDA margin declined 130-200bp QoQ

vs our expectation of 300-450 bp decline

® Earnings supported by forex gains and treasury income

® We have upgraded EBITDA by 2-4% for Bharti and 6-
8% for Idea. Also upgraded rating on Idea to Buy.

QOQ WIRELESS TRAFFIC GROWTH (%)

O Bharti mldea ORCOM @O TTML

11.5

18.8

14.9

4QFY09 1QFY10

2QFY10

3QFY 10

KEY FINANCIALS
20FY09 20FYM10 JOFYM0 YoY% Qo0 % J0FY10E VS EST (%)
Revenue (Rs b)

Bharti 02 935 977 1 07 a7 o 1
Idea 230 297 35 15 59 300 5
RCOM 554 570 531 4 54 576 5
EBITDA (Rs b)

Bharti 370 #4391 A 56 36 5 7
Idea B.0 8.4 g1 17 06 B3 20
RCOM 230 202 181 23 102 167 3
EBITDA Margin (%)

Bharti 410 421 400 -93bp -204bp  30bp  233bp
Idea 262 272 258 38bp  13Thp  23bp  328bp
RCOM 405 354 341 -GO07kp 128kp  aZbp  172bp
PAT (Rs m}

Bharti 05 232 221 2 45 159 17
Idea 1.4 2.2 17 22 228 06 205
RCOM 16.5 2 118 20 441 7.5 53

WIRELESS RPM (RS)

—o—Bharti —#&—Idea —#4—RCOM —¢— TTML
0.64
0.58
0.52 ~p
0.46 \\
0.40

4QFY09 1QFY 10 2QFY 10 3QFY 10
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Utilities: Below estimates due to lower merchant rates

Summary

" For 3QFY10, the net profit of companies under our
universe were lower than estimates due to lower
other income, merchant rates, etc.

= Earnings for Tata Power was impacted due to lower
merchant sales from Trombay Unit 8 at 71IMU and
lower interest cost

®" For Reliance Infrastructure, lower other income on
account of lower cash surplus (debt repayment)

JOFY10 BRESULTS WERE BELOW ESTIMATES (RS M)

EBIDTA PAT
Estimate Actual lvar Estimate Actual U4 War
CESC 2,141 1,880 -12.2 1,188 1,020 -14.1
MNTPC 33,857 33,653 -0.8 20,855 20,448 -20
PTZ India a3 103 a1 264 158 -40.2
Reliance Infra 2,293 2,354 27 2,853 2,78 -5.8
Tata Power 5,050 3,254 -356 2,168 1,474 -31.8

MERCHANT REALIZATION {(RS/UNIT)

JOFY10  30FYD9

Adani Power 3.86 M8,
impacted earnings. Godavati Power and [spat 5.2 6.9
. . . Jindal Powear 5.1 B.Y
®" Top Picks: Powergrid, Reliance Infrastructure JEW Energy 45 787
Sarda Energy 4.6 38
ANALYSIS OF REVENUE, EBIDTA GROWTH (% YOY) Sterite B NA

Tata Power

O Revenue Gr. (%) 0O EBIDTA Gr. (%) O PAT Gr. (%) - Trormbay 50-6.0
_ 51 - Haldia 4.5-50 A
Most companies reported flat
to negative grow th in PAT.
Grow th in PAT for Tata Pow er
24 w as due to low base effect. 21
6
4 -1 ° 0 1
[ R
O E
B -14
20 16
-25
-43
CESC NTPC PTC India Reliance Infra  Tata Pow er
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This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or
taxation advice to you. Motilal Oswal Securities Limited (hereinafter referred as MOSt) is not soliciting any action based
upon it. This report is not for public distribution and has been furnished to you solely for your information and should not be
reproduced or redistributed to any other person in any form.

The report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and
it should not be relied upon such. MOSt or any of its affiliates or employees shall not be in any way responsible for any loss
or damage that may arise to any person from any inadvertent error in the information contained in this report. MOSt or any
of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter
pertaining to this report, including without limitation the implied warranties of merchantabllity, fitness for a particular
purpose, and non-infringement. The recipients of this report should rely on their own investigations.

MOSt and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned
in this report. To enhance transparency, MOSt has incorporated a Disclosure of Interest Statement in this document. This
should, however, not be treated as endorsement of the views expressed in the report.

This information is subject to change without any prior notice. MOSt reserves the right to make modifications and
alternations to this statement as may be required from time to time. Nevertheless, MOSt is committed to providing
independent and transparent recommendations to its clients, and would be happy to provide information in response to
specific client queries.

Thank You
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