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India News
Economy
m The rupee strengthened by 19 paise on Wednesday closing at 40.78 a dollar against
the previous close of 40.97 (Business Line).
Industry
m The Department of Telecom has sought the views of the Telecom Regulatory
Authority of India on allowing mobile operators to offer services using a combination
of GSM and CDMA technologies. The move assumes significance in the light of an
application from Reliance Communications seeking spectrum for rolling out GSM
services (Business Line).
Companies
m Reliance Industries: Reliance Industries plans to generate 5,000mw of electricity
with an investment of Rs.130bn (Economic Times).
m Wockhardt: Wockhardt has completed the acquisition of Negma Laboratories,
France's fourth largest integrated pharmaceutical group, for $265m (Business
Standard).
m VSNL: VSNL plans to expand its Wi-Fi network to 1,000 hot spots from 250 at
present but no time-frame has been specified (Economic Times).
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Reliance Energy (RLEN.BO)

Downgrade to Sell: Deconstructing the Enigma

Sell/Low Risk

from Buy/High Risk
Price (16 May 07)
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Expected share price return
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United Spirits (UNSP.BO)
Buy: Whyte & Mackay Acquisition - Positive Surprises Galore
Buy/Low Risk 1L
Price (16 May 07) Rs895.20
Target price Rs1,250.00
from Rs1,114.00
Expected share price return 39.6%
Expected dividend yield 0.0%
Expected total return 39.7%
Market Cap Rs84,580M
US$2,086M
2007  2008E 2009E
EPS new(Rs) 25.59 41.49 58.48
EPS Growth(%) 246.9 62.1 40.9
P/E 35.0 21.6 15.3
EV/EBITDA 18.6 14.2 11.2
Consensus Data 25.72 34.87 42.51
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Venkatesh Balasubramaniam
+91-22-6631-9864
venkatesh.balasubramaniam@citigroup.com

Disappointing — We are downgrading RELE to Sell (3L) from Buy (1H) and cutting
our target price to Rs510 given its 1) lack of delivery —four years after EAO3, RELE
has only 941 MW of capacity and distribution licenses in three circles; 2) inefficient
capital deployment — its RoCE is in the 2-4 % range, the lowest in our electric utilities
universe; and 3) modest long-term earnings growth of ~15%.

Lack of delivery — Many of RELE’s announced projects have hit 1) fuel supply
issues; 2) land allocation problems; or 3) regulatory snags leading to cash and cash
equivalents not being allocated in productive assets.

Inefficient capital deployment — RELE’s 2-4% RoCE is the lowest in our rated
electric utilities universe because 74% of its assets are in cash and cash equivalents,
a clear case of inefficient capital deployment.

Not the time to bottom fish — RELE’s stock underperformance versus the BSE
Sensex over the past six years and its expected 35% YoY earnings growth in FYOSE
(from a low base) might seem like a good opportunity to bottom fish. We believe this
approach ignores the business realities as RoCE will be low and long-term earnings
growth will likely be a modest ~15%.

Positive ATE ruling to spur earnings growth — RELE should grow earnings at 20%
CAGR over FYO7E-10E driven by positive ATE rulings on the Mumbai business.
Despite higher interim growth from a low base, long-term steady state earnings
growth should remain a modest ~ 15%.

Princy Singh
+91-22-6631-9871
princy.singh@citigroup.com

Positive surprises galore — UNSP’s Whyte & Mackay acquisition is full of positive
surprises 1) deal value of US$1.2m lower than our estimate of US$1.4bn 2)
inventory valuation at US$800m higher than estimates 3) EPS accretive from year-1
and 4) put options on inventory, securing future profits.

Good strategic fit at reasonable valuations — W&M provides access to secure long-
term scotch inventory and fits UNSP’s aspiration to cater to high-end segments in
India, China and Russia. More important, it has been acquired at reasonable
valuations at 11.8x FYO8E EV/EBITDA, at a significant discount to peer group
average and cheaper than recent deals in the liquor space.

Over 60% of W&M'’s future profits underwritten — W&M has put options for the next
4-5 years on large scotch players for selling its bulk scotch. This will underwrite over
60% of W&M budgeted profits over next 4-5 years and de-risks cash flow profile.
Management expects W&M to be debt free over next 4 years.

Bullish outlook on scotch — UNSP management has a bullish outlook on scotch
prices. Rising emerging market demand (22% yoy) and resurgence in US markets is
fuelling 10% global scotch volume growth and has resulted in 75%-120% increase
in bulk scotch prices over the last few months.

Incorporating W&M, raising target price — We are incorporating Whyte & Mackay
into our EPS estimates and raise FYO8E-FY10E EPS estimates by 13.6%-37%. We
raise our target price to Rs1250, not as aggressive as our EPS upgrades, as we now
discount for dilution on potential sale of treasury stock.
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Bombay Dyeing (BDYN.BO)

Hitesh Chotalia

Technical Research — Short-Term Buy (1B): CMP:581 +91-22-6611-2664

India Technical Research Daily
Matching High At 4151

hitesh.chotalia@citigroup.com

Chart pattern — Bombay Dyeing has seen a “Bullish” breakout from an Inverse
Head and Shoulder Pattern.The construction of “H&S” is: Left Shoulder at 519 (low
of 16 March 2007), Head at 481 (low of 2 April 2007), and Right Shoulder at 520
(low of 19 April 2007). Breakout at Neckline was at 561.

Price objective — The minimum price objective has been calculated using the
"Maximum Depth" technique. "Maximum depth" is the distance between the
Neckline (575) and Head (481) [i.e., 575 — 481 = 94. Adding 94 to the breakout
point at the neckline at 561 gives us the minimum price objective of 655. [561 + 94
=655]

Moving averages — Prices are trading above the 10 dma (558), 20 dma (553), 50
dma (535). The moving average crossover is bullish. The 10 dma has cut the 20
dma and 50 dma from below.

Target Price - Stop Loss Price — Target Price 655. Stop Loss 545.

Recommendation— Short-Term Buy (1B) with Target Price of 655 and Stop
loss price of 545.

Recommendation expires on 17 August 2007.

Hitesh Chotalia
+91-22-6611-2664
hitesh.chotalia@citigroup.com

Nifty — The index opened on a flat note and posted an intra-day high at 4150 in the
opening trades, after which it drifted down for the day's trading session. The index
closed with a loss of 14 points.

Resistance — The index has seen a matching high at 4151 (last two trading session’s
intra day high at 4151).The index will face resistance around 4151 and 4181 (high
of 4 May 2007).

Support — The index has support at 4102 (10dma), a break of 10dma (4102)
should see the Nifty dip towards 4088 (20dma) or 4067 (38% retracement level on
its rise from a low of 3981 to the high of 4151).

Conclusion — Intra day rise should face resistance around 4151, the index can dip
towards the 4088 level.

Figure 1: India Technical Research — Index Snapshot

Indices Last Close Current Close Daily

Change(Points)
Sensex 13966 13929 -37
Nifty 4134 4120 -14
Nifty Futures: 4141 4131 -10

Current Month

Source: Citigroup Investment Research

Figure 2: India Technical Research — Support and Resistance (Daily)

Indices Support Resistance
Sensex 13864-13695-13555 14024-14190-14384
Nifty 4102-4088-4030 4151-4181-4217
Nifty Futures: Current Month 4101-4084-4025 4160-4187-4218

Source: Citigroup Investment Research estimates
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Analyst Certification Appendix A-1

I, Ratnesh Kumar, research analyst and the author of this report, hereby certify that all of the views expressed in this research report
accurately reflect my personal views about any and all of the subject issuer(s) or securities. | also certify that no part of my compensation
was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

IMPORTANT DISCLOSURES

United Spirits (UNSP.BO)

Ratings and Target Price History - Fundamental Research Target Closing

Analyst: Princy Singh (covered since July 19 2006) INR #  Date Rating Price Price

: : : 1:18 Jul 06 1L 694.00 486.65

2: 1 Dec06 1L *1,080.00 807.65
3:15May 07 1L *1,114.00 837.60
4:.16 May 07 1L *1,250.00 NA

*Indicates change.
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A member of Ratnesh Kumar's household holds a long position in the shares of Reliance Energy.

Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of Reliance Energy. This position reflects information
available as of the prior business day.

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from Reliance Energy.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Reliance Energy in the past 12
months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as investment banking client(s): Reliance Energy and United
Spirits.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as clients, and the services provided were
non-investment-banking, securities-related: Reliance Energy.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as clients, and the services provided were
non-investment-banking, non-securities-related: Reliance Energy.

Citigroup Global Markets Inc. or an affiliate received compensation in the past 12 months from United Spirits.

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability, which includes revenues from, among other business units, the
Private Client Division, Institutional Sales and Trading, and Investment Banking.
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For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citigroup Investment Research product ("the
Product"), please contact Citigroup Investment Research, 388 Greenwich Street, 29th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the same
important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at
www.citigroupgeo.com. Private Client Division clients should refer to www.smithbarney.com/research. Valuation and Risk assessments can be found in the text of the most
recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citigroup Investment Research Ratings Distribution

Data current as of 31 March 2007 Buy Hold Sell
Citigroup Investment Research Global Fundamental Coverage (3215) 45% 40% 15%
% of companies in each rating category that are investment banking clients 45% 42% 32%
India -- Asia Pacific (130) 58% 14% 28%
% of companies in each rating category that are investment banking clients 42% 50% 42%
Citigroup Investment Research India Technical Equity Research Coverage (0) 0% 0% 0%
% of companies in each rating category that are investment banking clients 0% 0% 0%

Guide to Fundamental Research Investment Ratings:

Citigroup Investment Research's stock recommendations include a risk rating and an investment rating.

Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S).

Investment ratings are a function of Citigroup Investment Research's expectation of total return (forecast price appreciation and dividend yield within the next 12 months)
and risk rating.

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are: Buy (1) (expected total return of 15% or
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks,
10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management.
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected
performance and risk.

Guide to Corporate Bond Research Credit Opinions and Investment Ratings:

Citigroup Investment Research's corporate bond research issuer publications include a fundamental credit opinion of Improving, Stable or Deteriorating and a
complementary risk rating of Low (L), Medium (M), High (H) or Speculative (S) regarding the credit risk of the company featured in the report. The fundamental credit
opinion reflects the CIR analyst's opinion of the direction of credit fundamentals of the issuer without respect to securities market vagaries. The fundamental credit
opinion is not geared to, but should be viewed in the context of debt ratings issued by major public debt ratings companies such as Moody's Investors Service, Standard
and Poor's, and Fitch Ratings. CBR risk ratings are approximately equivalent to the following matrix: Low Risk Triple A to Low Double A; Low to Medium Risk High Single
A through High Triple B; Medium to High Risk Mid Triple B through High Double B; High to Speculative Risk Mid Double B and Below. The risk rating element illustrates
the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a company is held to maturity, based upon both fundamental and
market risk factors. Certain reports published by Citigroup Investment Research will also include investment ratings on specific issues of companies under coverage which
have been assigned fundamental credit opinions and risk ratings. Investment ratings are a function of Citigroup Investment Research's expectations for total return,
relative return (to publicly available Citigroup bond indices performance), and risk rating. These investment ratings are: Buy/Overweight the bond is expected to
outperform the relevant Citigroup bond market sector index (Broad Investment Grade, High Yield Market or Emerging Market), performances of which are updated monthly
and can be viewed at http://www.sd.ny.ssmb.com/ using the "Indexes" tab; Hold/Neutral Weight the bond is expected to perform in line with the relevant Citigroup bond
market sector index; or Sell/Underweight the bond is expected to underperform the relevant sector of the Citigroup indexes.

Guide to India Technical Research Investment Ratings:

Citigroup Investment Research Technical Research in India is based on an analysis of the potential stock price performance of a stock (not an analysis of the company), as
compared to its historical price performance, over the next three (3) to twelve (12) months. The recommendation may take into account, in addition to the technical position
of the stock, the overall position of the equity market based on stocks traded on the National Stock Exchange (NSE) and the Mumbai Stock Exchange (BSE). Technical stock
recommendations are based on common stock prices and not futures prices.

Technical stock recommendations are: Short Term Buy (1B) (upside of 5%-20% over the 3 month period from the recommendation date); Short Term Sell (2B) (downside of
5%-20% over the three month period from the recommendation date); LongTerm Buy (1L) (upside of 20% or more over the 12 month period from the recommendation
date); Long Term Sell (2S) (downside of 20% or more over the 12 month period from the recommendation date).

OTHER DISCLOSURES

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Reliance Energy. (For an explanation of the determination of significant
financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citigroupgeo.com.)

Citigroup Global Markets Inc. or its affiliates beneficially owns 2% or more of any class of common equity securities of Reliance Energy.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the
Product. The Firm regularly trades in the securities of the subject company(ies) discussed in the Product. The Firm may engage in securities transactions in a manner
inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although
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information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to,
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. However, it should
be presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citigroup Investment Research does not set
a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citigroup Investment Research to provide research coverage
of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The Product is for
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the
Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not
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