India Alternative Research

HINDALCO RIGHTS ARBITRAGE @ Fdelweiss

Ideas create, values protect

Hindalco Industries had issued the right equity $ares at INR 96. The allotment was made on December 21. 2006
February 15", 2006 by making a payment of INR 24 per share (i.e. 25%) as application money. As per
the terms of the offer, further 25% of the issue price i.e. INR 24 per share would be payable any time St

between 9 to 12 months from the date of Allotment and remaining 50% i.e. INR 48 in 18 to 24 = +91-22-2286 4308
months from date of allotment. CTEIEE G e
The payment of first call of INR 24 has just been concluded and the partly paid up shares got listed = Yogesh Radke

. ) . . . . +91-22-2286 4328
yesterday. The total amount left to be paid for converting the partly paid-up shares into fully paid-up is yogesh.radke @edelcap.com
INR 48. Hence the theoretical spread between Hindalco shares and partly paid-up shares should be

INR 48. The closing price of the partly paid up yesterday was INR 115 while the futures closed at INR

171.

Strategy Hindalco

We recommend buying partly paid up shares and selling Hindalco futures. Reverse the trade when ~ bloomberg Code NHNDL

the spread narrows down. The strategy would yield a return of 7%. Cash Price 170.2
Futures Price 1712

Partly Paid-up (27-Nov)  114.8

nght_s Is§ue Price _ INR 96 Market Cap 206,297

Application Money paid on 15th Feb INR 24 :

First call on 6th Nov INR 24 52 Week High/Low  251/106

Total money remaining to be paid i.e. * Mkt. Cap & Volume in INR mn

theoretical spread between Hindalco &

Hindalco Partly paid-up INR 48

Current Price of Hindalco Futures INR 171

Therotical Hindalco Partly Paid share price INR 123

Hindalco Partly Paid close price INR 115

% arbitrage 7.0%

The chart shows the historical spread between Hindalco and Hindalco Partly Raid-up after the

payment of application money i.e. INR 24 implying a theoretical spread of INR 72.

110 Spread: Hindalco & Hindalco partly paid-up
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RATING INTERPRETATION
Buy Expected to appreciate more than 20% over a 12-month period Reduce Expected to depreciate up to 10% over a 12-month period
Accumulate Expected to appreciate up to 20% over a 12-month period Sell Expected to depreciate more than 10% over a 12-month period
Trading Buy Expected to appreciate more than 10% over a 45-day period Trading Sell Expected to depreciate more than 10% over a 45-day period

This document has been prepared by Edelweiss Securities Private Limited (Edelweiss). Edelweiss and its holding company and associate companies are a full service, integrated investment
banking, portfolio management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities. This document does not
constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction.. The information contained herein is from publicly available
data or other sources believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. Edelweiss or any of its affiliates 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. This document is provided for assistance only and
is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this
document should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including
the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The investment discussed or views expressed may not be suitable for
all investors. We and our affiliates, officers, directors, and employees may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies)
mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as advisor or lender / borrower to such company (ies)
or have other potential conflict of interest with respect to any recommendation and related information and opinions. This information is strictly confidential and is being furnished to you solely
for your information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for
any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction,
where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Edelweiss and affiliates to any registration or licensing requirements within
such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform themselves about
and observe, any such restrictions. The information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with
this information. This information is subject to change without any prior notice. Edelweiss reserves the right to make modifications and alterations to this statement as may be required from
time to time. However, Edelweiss is under no obligation to update or keep the information current. Nevertheless, Edelweiss is committed to providing independent and transparent
recommendation to its client and would be happy to provide any information in response to specific client queries. Neither Edelweiss nor any of its affiliates, directors, employees, agents or
representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the
information. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their
securities, and no part of his or her compensationwas, is or will be, directly or indirectly related to specific recommendations orviews expressed in this report.



