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Maruti Suzuki India

® Reiterated guidance of 12-15% domestic volume growth in FY12
® Focused on maintaining market share; rural focus, RIll to help

" Expect margin to improve or at least be maintained

" No impact of JP earthquake; no progress on VW-Suzuki alliance

Management meet takeaways

Joseph George ) . ) . .
+91 22 33704383 We hosted Maruti Suzuki's management for a series of meetings with

joseph.george@asia.bnpparibas.com

investors. Here are the takeaways.

Tapan Joshi . L. )
4912233704351 Any change in volume outlook on rising rates, fuel price?
tapan joshi@asia.bnpparibas.com Despite the increasing interest rates and rising fuel prices, management

remains confident of 12-15% volume growth in the domestic market.
While growth may be slightly subdued in 1QFY12, management expects
a pick-up in 2HFY12 as consumer sentiment improves. Management
believes that higher interest rates and fuel prices will only push back car
purchases slightly. As long as income levels remain strong, demand is
unlikely to see a permanent impact.

Is there a shift to diesel vehicles after petrol price hike?
In models with diesel variants (Swift, Ritz, SX4), diesel to petrol ratio has
increased from 60:40 to 80:20. However, management believes that, if
diesel prices are de-regulated by the government, the trend will start to
reverse. Maruti currently has a diesel engine capacity of 300,000 units (it
sold around 200,000 diesel cars in FY11) and is looking at the possibility
of increasing diesel capacity further.

How significant is rural demand?

Rural India continues to grow much faster than urban India, due to
increase in income levels as well as wealth effect (higher land prices).
Management expects rural to urban volume split to move from the current
20:80 to 30:70 in five years and 40:60 in 10 years. We note that this
implies rural demand will grow at 2x the growth rate for urban demand.

Where does Maruti see its market share trending?
Maruti is very focused on maintaining market share. It will rely on a
strong product pipeline and higher sales/service penetration to protect
market share.

Maruti plans to double its sales/service network in six to seven years. It
targets to have a sales/service outlet within a 25km radius of every
customer. Maruti should find it easier to expand sales/service network
than its peers, as Maruti dealers have a significantly shorter investment
payback period compared to peers’ dealers.

Faster volume growth in rural India favours Maruti due to its deeper
sales/service penetration compared to peers. In addition, entry into the
utility vehicles segment (with Rl model) will help offset market share
losses in the small car segment, if any.
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Have Maruti’'s margins bottomed out?

Maruti expects EBITDA margin to improve or at least be maintained at current levels
(10%). Over the medium term, Maruti targets improving margins from the current 10%
to 12%.

What margin levers does Maruti have?

Aggressive localization plans: Maruti plans to cut down on import content of vendors
(14% of sales) by half over the next three years. The company is also looking at
alternative sources (Asia and Europe) for inputs/components (currently 90% of imports
are from Japan). This will help it cut down JPY exposure significantly.

Margins to start improving as models mature: Maruti has had an aggressive new
launch pipeline over the past 5-6 years. As new models mature, margins will start
improving with higher localization (new models have higher import content when
launched), economies of scale on sourcing, lower amortization of toolings etc.

Softening commodity prices is good news: The recent fall in commaodity prices will
benefit Maruti starting 2QFY12. The company is already looking to hedge certain
commodities at these lower prices.

Export margins set to improve: Although the company expects export volumes to
remain flat y-y, it expects export margins to be better on favourable exchange rates.

Will price-competition in the industry continue?

Management highlighted that Maruti’s peers in India are operating at significantly lower
profitability than Maruti. Some players (such as Ford India and General Motors India)
made EBITDA level losses in FY10. Management believes that price-led competition is
not sustainable.

Is Maruti seeing any impact from Japan earthquake?

Management reiterated that Maruti's production has not been impacted (nor does it
foresee any impact) because of the Japan earthquake. The only impact had been that
some critical components had to be air-lifted from vendors.

Will Maruti see any impact from VW-Suzuki global alliance?
Management says there has been no new development on the global alliance between
Volkswagen (VOW GR, not rated) and Suzuki (7269 JP, not rated). Therefore, it
foresees no implication for Maruti in the near future.
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HISTORY OF CHANGE IN INVESTMENT RATING AND/OR TARGET PRICE

M India (MSIL IN)

(INR) e |\ 21Ut SUZUKI India e==Target Price Date Reco ™
1.800 - 19-Mar-08 BUY 1,160

’ 16-Jan-09 HOLD 636
1,600 1 31-Aug-09 BUY 1,615
1,400 - 27-Jul-10 HOLD 1,250
1200 4 31-Jan-11 BUY 1,465
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Joseph George started covering this stock from 19 March 2008
Price and TP are in local currency

Valuation and risks: Key risks to our PE-based TP for Maruti include any unexpected rise in competition, especially in the small-car segment, and an increase in commodity prices
Sources: Bloomberg, BNP Paribas
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DISCLAIMERS & DISCLOSURES

ANALYST(S)
Joseph George, BNP Paribas Securities India Pvt Ltd, +91 22 33704383, joseph.george@asia.bnpparibas.com.
Tapan Joshi, BNP Paribas Securities India Pvt Ltd, +91 22 33704351, tapan.joshi@asia.bnpparibas.com.

The analyst(s) or strategist(s) herein each referred to as analyst(s) named in this report certifies that (i) all views expressed in this report accurately
reflect the personal view of the analyst(s) with regard to any and all of the subject securities, companies, or issuers mentioned in this report; (ii) no
part of the compensation of the analyst(s) was, is, or will be, directly or indirectly, relate to the specific recommendation or views expressed herein;
and (iii) is not aware of any other actual or material conflicts of interest concerning any of the subject securities companies, or issuers referenced
herein as of the time of this certification.

GENERAL DISCLAIMER

This report was produced by BNP Paribas Securities India Pvt Ltd, a member company of the BNP Paribas Group. "BNP Paribas” is the marketing
name for the global banking and markets business of BNP Paribas Group®. This report is for the use of intended recipients only and may not be
reproduced (in whole or in part) or delivered or transmitted to any other person without our prior written consent. By accepting this report, the
recipient agrees to be bound by the terms and limitations set forth herein.

BNP Paribas analysts prudently perform analysis and create quantitative models and estimates derived from their own review of publicly available
data without any assistance from any represented company. BNP Paribas analyst estimates and models reflect the analysts’ current judgment only;
they are neither all-inclusive nor can they be guaranteed. “The analysts’ analysis and models are subject to change based on various other factors.
Valuations are based on internal quantitative models and qualitative interpretation. No representation or warranty, express or implied, is made that
such information or analysis is accurate, complete or verified and it should not be relied upon as such.

Analysts' compensation is not linked to investment banking or capital markets transactions performed by BNP Paribas or the profitability or
revenues of particular trading desks.

BNP Paribas analysts may participate in company events such as site visits and are prohibited from accepting payment by the company of
associated expenses unless pre-approved by authorized members of Research management.

This report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Customers are advised to use the information contained herein as just one of many inputs and considerations prior to engaging in
any trading activity. This report does not constitute a prospectus or other offering document or an offer or solicitation to buy or sell any securities or
other investments. This report is not intended to provide the sole basis of any evaluation of the subject securities and companies mentioned in this
report. Information and opinions contained in this report are published for reference of the recipients and are not to be relied upon as authoritative or
without the recipient’s own independent verification, or taken in substitution for the exercise of judgment by the recipient. Additionally, the products
mentioned in this report may not be available for sale in certain jurisdictions.

BNP Paribas is not aware of any other actual or material conflicts of interest concerning any of the subject securities and companies referenced
herein as of the time of publication of the research report.

This report is prepared for professional investors and is being distributed in Hong Kong by BNP Paribas Securities (Asia) Limited to persons whose
business involves the acquisition, disposal or holding of securities, whether as principal or agent. BNP Paribas Securities (Asia) Limited, a
subsidiary of BNP Paribas, is regulated by the Securities and Futures Commission for the conduct of dealing in securities, advising on securities
and providing automated trading services.

This report is being distributed in the United Kingdom by BNP Paribas London Branch to persons who are not private customers as defined under
U.K. securities regulations. BNP Paribas London Branch, a branch of BNP Paribas, is regulated by the Financial Services Authority for the conduct
of its designated investment business in the U.K. This report may be distributed in the United States by BNP PARIBAS SECURITIES ASIA or by
BNP Paribas Securities Corp.

This report may be distributed in the United States only to “major institutional investors” (as such term is defined in Rule 15a-6 under the Securities
Exchange Act of 1934, as amended) and is not intended for the use of any person or entity that is not a major institutional investor. Where this
report has been distributed in the United States it will have been reviewed by a FINRA S16 qualified registered supervisory analyst or a S24
qualified and authorized person, in accordance with FINRA requirements concerning third party affiliated research. All U.S. institutional investors
receiving this report should effect transactions in securities discussed in the report through BNP Paribas Securities Corp. BNP Paribas Securities
Corp. is a member of the New York Stock Exchange, the Financial Industry Regulatory Authority and the Securities Investor Protection Corporation.
Reproduction, distribution or publication of this report in any other places or to persons to whom such distribution or publication is not permitted
under the applicable laws or regulations of such places is strictly prohibited.

This report is distributed in Singapore by BNP Paribas Securities (Singapore) Limited ("BNPPSSL") and may be distributed in Singapore only to an
accredited investor or an expert investor, each as defined under the Financial Advisers Regulations ("FAR") and the Securities and Futures Act
(Chapter 289) of Singapore, as amended from time to time. In relation to the distribution to such categories of investors, BNPPSSL and its
representatives are exempted under Regulation 35 of the FAR from the requirements in Section 36 of the Financial Advisers Act of Singapore,
regarding the disclosure of certain interests in, or certain interests in the acquisition or disposal of, securities referred to in this report.

This report is being distributed in Australia by BNP Paribas Sydney Branch, registered in Australia as ABN 23 000 000 117 at 60 Castlereagh Street
Sydney NSW 2000. BNP Paribas Sydney Branch is licensed under the Banking Act 1959 and the holder of Australian Financial Services Licence
no. 238043 and therefore subject to regulation by the Australian Securities & Investments Commission in relation to delivery of financial services. By
accepting this document you agree to be bound by the foregoing limitations, and acknowledge that information and opinions in this document relate
to financial products or financial services which are delivered solely to wholesale clients (in terms of the Corporations Act 2001, sections 761G and
761GA; Corporations Regulations 2001, division 2, reg. 7.1.18 & 7.1.19) and/or professional investors (as defined in section 9 of the Corporations
Act 2001).

To our readers in Taiwan: Information on securities that trade in Taiwan is distributed by BNP Paribas Securities (Taiwan) Co., Ltd. Such
information is for your reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment
decision. Information on securities that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or
a solicitation to trade in such securities. BNP Paribas Securities (Taiwan) Co., Ltd. may not execute transactions for clients in these securities. This
publication may not be distributed to the public media or quoted or used by the public media without the express written consent of BNP Paribas.

The distribution of this report in other jurisdictions or to residents of other jurisdictions may also be restricted by law, and persons into whose
possession this report comes should inform themselves about, and observe, any such restrictions. By accepting this report you agree to be bound
by the foregoing instructions. This report is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of
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or located in any locality, state, country, or other jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation.

All research reports are disseminated and available to all clients simultaneously through our internal client websites. For all research available on a
particular stock, please contact the relevant BNP Paribas research team or the author(s) of this report.

' No portion of this report was prepared by BNP Paribas Securities Corp. personnel, and references to “BNP Paribas” in this General Disclaimer section and in the
immediately following Important Disclosures section refer to BNP Paribas Securities India Pvt Ltd only.

IMPORTANT DISCLOSURES

The disclosure column in the following table lists the important disclosures applicable to each company that has been rated and/or recommended in
this report:

Company Disclosure (as applicable)
Maruti Suzuki NA

BNP Paribas represents that:

Within the past year, it has managed or co-managed a public offering for this company, for which it received fees.

It had an investment banking relationship with this company in the last 12 months.

It received compensation for investment banking services from this company in the last 12 months.

It beneficially owns 1% or more or the market capitalization of this company.

It makes a market in securities issued by this company.

The analyst(s) or an individual who assisted in the preparation of this report (or a member of his/her household) has a financial interest position
in securities issued by this company or derivatives thereof.

7. The analyst (or a member of his/her household) is an officer, director, or advisory board member of this company.

Additional Disclosures
Within the next three months, BNP Paribas may receive or seek compensation in connection with an investment banking relationship with one or
more of the companies referenced herein.

Target price history, stock price charts, valuation and risk details, and equity rating histories applicable to each company rated in this report is
available in our most recently published reports available on our website: http://equities.bnpparibas.com, or you can contact the analyst named on
the front of this note or your BNP Paribas representative.

All share prices are as at market close on 26 May 2011 unless otherwise stated.
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RECOMMENDATION STRUCTURE

Stock Ratings

Stock ratings are based on absolute upside or downside, which we define as (target price* - current price) / current price.
BUY (B). The upside is 10% or more.

HOLD (H). The upside or downside is less than 10%.

REDUCE (R). The downside is 10% or more.

Unless otherwise specified, these recommendations are set with a 12-month horizon. Thus, it is possible that future price volatility may cause a
temporary mismatch between upside/downside for a stock based on market price and the formal recommendation.

* In most cases, the target price will equal the analyst's assessment of the current fair value of the stock. However, if the analyst doesn't think the market will
reassess the stock over the specified time horizon due to a lack of events or catalysts, then the target price may differ from fair value. In most cases, therefore, our
recommendation is an assessment of the mismatch between current market price and our assessment of current fair value.

Industry Recommendations

Improving (A\): The analyst expects the fundamental conditions of the sector to be positive over the next 12 months.
Neutral (€=> ): The analyst expects the fundamental conditions of the sector to be maintained over the next 12 months.
Deteriorating (W): The analyst expects the fundamental conditions of the sector to be negative over the next 12 months.

Country (Strategy) Recommendations

Overweight (O). Over the next 12 months, the analyst expects the market to score positively on two or more of the criteria used to determine
market recommendations: index returns relative to the regional benchmark, index sharpe ratio relative to the regional benchmark and index
returns relative to the market cost of equity.

Neutral (N). Over the next 12 months, the analyst expects the market to score positively on one of the criteria used to determine market
recommendations: index returns relative to the regional benchmark, index sharpe ratio relative to the regional benchmark and index returns
relative to the market cost of equity.

Underweight (U). Over the next 12 months, the analyst does not expect the market to score positively on any of the criteria used to determine
market recommendations: index returns relative to the regional benchmark, index sharpe ratio relative to the regional benchmark and index
returns relative to the market cost of equity.

RATING DISTRIBUTION (as at 25 May 2011)

Total BNP Paribas coverage universe 559 Investment Banking Relationship (%)
Buy 367 Buy 5.18
Hold 140 Hold 3.57
Reduce 52 Reduce 1.92

Should you require additional information concerning this report please contact the relevant BNP Paribas research team or the author(s) of
this report.

© 2011 BNP Paribas Group
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