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Adhunik Metaliks — Company Update

Capex programme progressing well CMP: Rs 215 Target: Rs 246 BUY

Today'’s top picks Buy: Adlabs, IndiaBulls Real Estate, RCOM

Sell: Bharti Airtel, GMR Infra

News track

Tata Teleservices has decided to invest ~Rs 3bn to roll out its services in Assam
and the northeast by April-May 2008. (ET)

Lanco Infratech, which is in the process of setting up a 2,640MW coal-fired power
plant at Talcher in Orissa, has secured a mandate for the supply of 390MW of
power to Haryana and 600MW to Madhya Pradesh. The company had already
tied up with the Orissa government for supply of 25% of its output. (BL)

Praj Industries has signed an agreement to form a joint venture with Brazilian
engineering company Jaragua Equipamentos Industriais to foray into Brazil's
ethanol manufacturing sector. The JV, Praj Jaragua Bioenergia SA, will supply
solutions for sugarcane juice-to-ethanol production. (BS)

Suzlon Gujarat Wind Park, a wholly-owned subsidiary of Suzlon Energy, today
signed two MoUs with the Punjab Energy Development Agency (PEDA) for
setting up two wind power projects of 50MW each in the Hoshiarpur and Muktsar
districts at an estimated cost of Rs 5bn. (BS)

Swedish commercial vehicle manufacturer Scania AB is close to finalising a JV
with Gurgaon-based auto component manufacturer, Jay Bharat Maruti which
ended 2006-07 with Rs 5.2bn in revenue and Rs120mn in net profit. (LiveMint)

Canara Bank has hiked its offer price to Rs 63 from Rs 58 per share to Can Fin
Homes. (BS)

SIDBI is planning for a joint venture asset reconstruction company to buy NPAs in
the small and medium enterprise (SME) sectors. (BS)

Source: BL: Business Line, BS: Business Standard, ET: Economic Times, FE: Financial Express

Volume shockers

Delivery toppers

Equity % Chg

13-Dec  1-day 1-mth 3-mth
India
Sensex 20,104 (1.3) 0.9 28.8
Nifty 6,058  (1.6) 20 3441
Global/Regional markets
Dow Jones 13,518 0.3 2.2 0.6
Nasdaq 2,668 (0.1) 0.9 25
FTSE 6,364 (3.0)  (1.1) 1.2
Nikkei 15,633 0.6 0.9 (3.1)
Hang Seng 27646  (04) (52) 11.0
Value traded (Rs bn) BSE NSE
Cash 101.8 217.8
Derivatives 15.1 701.6
Total 116.9 919.4
Net inflows Recent trends (days)
(Rs bn) 12-Dec -7d -15d -30d
Fll 1.9 311 246 (11.5)
MF 0.4 0.2 26.1 25.8

% Chg
Forex / Crude
13-Dec  1-day 1-mth 3-mth

Rs/US$ 394 0.0 (0.3) 2.6
Euro/US$ 15  (0.0) (0.2) 5.4
Crude($/bbl) 92.7 05 (1.5) 17.2
Mkt movers (Rs) Close Pr. Cl. % Chg
Top gainers
City Union Bank 423.6 353.0 20.0
GTL Infrastructure 69.9 62.3 12.0
Southern Iron 56.7 51.1 11.0
Top losers
Essar Steel 51.8 57.2 (9.4)
Bharti Airtel 987.8  1,053.5 (6.2)
Rico Auto Ind 42.4 45.0 (6.0)

Max India 4458846 165549 26.9 Marksans Pharma 100.0 530,642 3
Berger Paints 2,202,142 143,278 154 Max India 99.1 4,590,495 4
Jagran Prakashan 101,435 7,963 12.7 Dr Reddy’s Lab 75.0 1,028,905
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Capex programme progressing well

BSE code 532727
NSE code ADHUNIK
Company data
Market cap (Rs bn / US$ mn) 19.6/496.4
Outstanding equity shares (mn) 91.2
52-week high/low (Rs) 232/29
6-month average daily volume 436,952
Financial snapshot
Sales (Rs mn) 7,357.5 9,968.4 15,023.8
Growth (%) 73.6 35.5 50.7
Adj net profit (Rs mn) 7747 8514 1304.3
Growth (%) 129.8 9.9 53.2
FDEPS (Rs) 8.3 8.6 11.8
Growth (%) 125.2 3.0 37.8
P/E (x) 19.4 18.5 13.3
ROE (%) 31.5 24.8 23.0
Risk-return profile
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Shareholding pattern
Promoters 64.0 64.0
Flls 9.3 4.2
Banks & Fls 15.6 20.4
Public 111 11.4
Stock performance
Adhunik 215 31.0 1745 330.0
Sensex 20,104 0.9 28.8 41.5
BSE Metal 19,768 11.2 65.0 87.1
Company website www.adhunikgroup.com

In order to finance its business integration plans, Adhunik Metaliks (AML) has allotted
8.2mn fully convertible debentures at Rs 122.6 each, aggregating Rs 1bn, to
Clearwater Capital Partners. The company has also issued 1.1mn warrants to
promoters at Rs 118 each, raising Rs 1.3bn. The funds will be utilised towards
meeting its three-year capex plan totalling Rs 8.5bn, of which ~Rs 4bn is expected to
be incurred in FY08.

We have already considered the FCCB and warrant issues into our estimates. This
fundraising will increase borrowings to Rs 6.6bn in FY08 from Rs 4.6bn. Equity would
be diluted from Rs 912.3mn to Rs 1.1bn in FY09 assuming conversion of FCCBs in
this fiscal. AML may consider adopting this route to raise further funds for its proposed
capex in the core steel business and other ventures like iron ore, forging, power and
towers. We have currently valued the steel and ore businesses, but await details
regarding other segments. We maintain our Buy recommendation with a target price
of Rs 246.

FCCB issue of Rs 1bn

AML has raised Rs 1bn via an FCCB issue to Clearwater Capital at a conversion price
of Rs 122.6 each. The funds have been received and will be deployed as follows:
Rs 400mn towards its steel capex, Rs 300mn towards the proposed thermal power
plant and Rs 300mn towards the repayment of earlier loans. We have assumed that
the FCCB conversion takes place in FY09, which will dilute equity by 8.2mn shares.

Warrants issue at Rs 118 raising Rs 1.3bn

AML has issued warrants to the promoters at a substantial discount to the current
market price of Rs 215. The total funding would be Rs 1.3bn, of which Rs 13.1mn has
been received and would be utilised towards its proposed thermal plant in Orissa.

Capex programme progressing smoothly

AML’s capex programme is moving in line with our expectations. At the current pace,
we expect the company to conclude its scheduled plans of increasing steel production
capacity at Rourkela, Orissa by March 2008. The new funds raised by the company
will also go towards expansion of its captive power plant.

Mining business gathering steam

Work towards commercial exploitation of AML’s iron ore and manganese mines is
progressing well and we reiterate our belief that the mining business will contribute
handsomely to the company’s bottomline. AML, through its subsidiary Orissa
Manganese and Mineral (OMM), possesses proven reserves of 35mn tonnes of
manganese ore and 15mn tonnes of iron ore.

Forging and galvanising businesses present further upside

AML is improving the facilities at V-Cube Forging, the company it acquired to offer
further value added products to its customers in the automotive industry. Subsidiary
company, Unistar Galvaniser and Fabricator is also experiencing growth due to the
robust growth in the power sector. We have not valued these two businesses at
present.
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Value accretion due to capex programme and mining business

We reiterate our view that AML will experience substantial growth as a result of the
capex programme that is nearing completion and from its mining business, which is
expected to contribute significantly to the consolidated bottomline in FY09 and FY10.

We thus reiterate our sum-of-the-parts (SOTP) target price of Rs 246 for the stock
comprising Rs 65/share for the core business (5.5x FYO9E EV/EBITDA) and Rs
181/share for the mining business (using a conservative figure of Rs 400/per tonne as
a benchmark, which is the same valuation given to Sesa Goa in the recent past). We
reiterate our Buy recommendation on the stock.

Recommendation history Stock performance

270
21-Nov-07 Initiating Coverage 165 246 Buy
14-Dec-07 Company Update 215 246 Buy 220
Source: Religare Research 170 -

120

® Buy
70 \
Sep-07 Oct-07 Nov-07 Dec-07

Source: Religare Research

Morning Buzz 3



Consolidated financials

Profit and Loss statement

Balance sheet

Revenues 4,237.8 7,357.5 9,968.4 15,023.8
Growth (%) 225.8 73.6 35.5 50.7
EBITDA 707.0 1149.7 1565.0 2478.9
Growth (%) 354.2 62.6 36.1 58.4
Depreciation 68.8 113.4 231.4 417.5
EBIT 638.2 1036.3 1333.6 2061.4
Growth (%) 377.8 62.4 28.7 54.6
Interest 114.8 261.8 520.0 750.0
Other income 27.7 83.3 149.5 187.8
EBT 551.0 857.7 963.2 1499.2
Growth (%) 418.1 55.7 12.3 55.7
Tax 213.9 83.0 111.7 194.9
Effective tax rate 38.8 9.7 11.6 13.0
Adj net income 337.1 774.7 851.4 1304.3
Growth (%) 374.9 129.8 9.9 53.2
Shares outstanding (mn) 91.2 91.2 99.4 110.5
FDEPS (Rs) 3.7 8.3 8.6 11.8
DPS (Rs) 0.0 0.2 0.3 0.7
CEPS (Rs) 44 9.7 10.9 15.6
Source: Company, Religare Research

Cash flow statement

Net income 337.1 774.7 851.4 1304.3
Depreciation 68.8 113.4 2314 417.5
Other adjustments 179.6 215.8 (149.5) (187.8)
Changes in WC (693.7) (785.4) (366.4) (746.9)
Operating cash flow (108.2) 318.4 566.9 787.1
Capital expenditure (1,084.9) (3,087.7) (2,841.1) (2,410.3)
Investments - (79.9) (750.0) -
Other investing inc/(exp) 12.9 (72.8) 149.5 187.8
Investing cash flow (1,072.0)  (3,240.4) (3,441.6) (2,222.5)
Free cash flow (1,180.2)  (2,922.0) (2,874.7) (1,435.4)
Issue of equity 331.6 (0.0) 1,130.0 1,169.9
Issue/repay debt 1,219.5 2,452.3 2,000.0 1,000.0
Dividends paid (28.2) (63.4) (85.1) (130.4)
Others 777.3 (317.1) - -
Financing cash flow 2,300.3 2,071.9 3,044.9 2,039.5
Beg. cash & cash eq 58.7 1,178.8 328.7 498.9
Chg in cash & cash eq 1,120.1 (850.1) 170.2 604.1
Closing cash & cash eq 1,178.8 328.7 498.9 1,102.9

Source: Company, Religare Research

Cash and cash eq 1,178.8 328.7 498.9 1,102.9
Accounts receivable 964.3 829.6 969.1 1,335.4
Inventories 786.0 2,021.1 2,685.9 3,964.6
Others current assets 335.9 678.8 969.1 1,544 1
Current assets 3,264.9 3,858.2 5,123.1 7,947 .1
LT investments 0.8 80.6 830.6 830.6
Net fixed assets 2,015.3 3,566.0 7,649.2 7,506.7
CWIP 500.0 2,034.3 560.8 2,696.1
Total assets 5,780.9 9,539.1 14,163.6 18,980.4
Payables 1,142.8 1,732.8 2,409.0 3,755.9
Others 69.4 137.3 189.4 315.5
Current liabilities 1,212.2 1,870.1 2,598.4 4,071.4
LT debt 2,378.4 5,038.7 7,038.7 8,038.7
Other liabilities - - - -
Equity capital 912.3 912.3 1,123.8 1,104.9
Reserves 1,278.8 1,718.3 3,403.1 5,765.7
Net worth 2,190.3 2,630.2 4,526.5 6,870.3
Total liabilities 5,780.9 9,539.1 14,163.6 18,980.4
BVPS (Rs) 24.0 28.8 40.3 62.2
Source: Company, Religare Research

Financial ratios

EBITDA margin (%) 16.7 15.6 15.7 16.5
EBIT margin (%) 15.1 141 13.4 13.7
Net profit margin (%) 8.0 10.5 8.5 8.7
FDEPS growth (%) 202.3 125.2 3.0 37.8
Receivables (days) 75.2 36.8 35.0 32.0
Inventory (days) 61.3 89.7 97.0 95.0
Payables (days) 89.2 76.9 87.0 90.0
Current ratio (x) 27 2.1 2.0 2.0
Interest coverage (x) 5.6 4.0 2.6 2.7
Debt/equity ratio (x) 1.1 1.9 1.6 1.2
ROE (%) 20.0 315 24.8 23.0
ROCE (%) 14.3 16.9 14.3 15.5
ROAE (%) 11.6 13.5 11.6 12.4
EV/Sales (x) 4.0 2.6 23 1.7
EV/EBITDA (x) 24.0 171 14.7 10.4
P/E (x) 36.5 19.4 18.5 13.3
P/BV (x) 6.9 5.7 4.1 27
P/CEPS (x) 371 16.9 15.1 10.6

Source: Company, Religare Research
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Market trends

BSE sectoral indices

13-Dec 1-day 1-mth 3-mth Constituent performance
Automobiles 5,766 (0.1) 10.1 18.0 [ D e |
Banks 11,495 (1.9) 1.7 41.3 _:l
Capital Goods 20062 (12)  (39) 464 I |
Comm. & Tech. 3,880 (2.1) 5.6 9.9 (T s B
Consumer Durables 6,052 (1.3) 16.8 32.5 _
FMCG 2,232 1.9 6.2 7.7 _:
Healthcare 4,202 0.7 7.5 14.6 T/ " "I =
m 4264 (18 03 @) [— ——
Metal 19,768 0.7 11.2 65.0 _:-
o1& Gas 2867 (3 85 5 [ —
Mid-caps 9,376 0.4 13.1 35.9 _:-
Small-caps 12,007 1.0 19.7 40.1 _:-

Number of companies: B down 5% O down 2-5% @ down 0-2% | up 0-2% Oup 2-5% W up 5%

Emerging markets

Country

Brazil 62,861 (2.9) (2.7) 15.0 17.0
Shanghai 4,902 (1.1) (9.4) (7.7) 19.1
Hong Kong 27,646 (0.4) (5.2) 11.0 325
India 20,104 (1.3) 0.9 28.8 415
South Korea 1,904 (0.6) (3.5) 1.8 7.6
Taiwan 8,123 (0.8) (9.2) (10.1) (3.9
FIl statistics

(US$ mn) 1-day WTD MTD YTD
India 171.0 245.5 752.0 16,898.6
South Korea (10.2) (658.8) (651.0) (27,146.5)
Taiwan (324.7) (507.6) 462.2 89.2
Thailand (761.6) (61.7) (99.8) 2,267.3
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Events calendar

Board meetings

December 14 15 16
MRF DS Kulkarni Developers -
Pearl Global Century Extrusions — Right issue
Simbhaoli Sugars GTC Industries
BCL Forgings Ashirwad Steels & Industries
Cinevistaas India Glycols
Kaashyap Technologies Ritesh Properties

17 18 19

SB&T International

SRF

Modern India — Subdivision

Mahalaxmi Rubtech

Gwalior Chemical Ind — Capital
SSI - Quarterly Results
Century Plyboards — Stock split

Hazoor Multi Projects — Quarterly results

Dhampur Sugar Mills — Dividend

Guijarat Fluorochem — Stock split

Morning Buzz




Trade data

Institutional bulk deals

Adhunik Metaliks BSMA S 500,000 215.0
Esab India Fidelity Tax Advantage Fund B 131,937 470.0
Esab India Prudential ICICI Mutual Fund S 243,300 470.0
Everonn Systems India Merrill Lynch Capital Markets Espana SA Svb B 107,000 737.6
Gopala Polyp IDBI S 100,000 7.4
Harya Capfin Kotak PMS S 55,000 95.9
HFCL Infotel Landmark Capital Markets S 100,000 52.1
Ind-Swift Morgan Stanley Mauritius Company S 205,873 40.1
JD Orgochem Arcil Cps 002 VII Trust S 100,000 5.1
Kalpana Indu Melchior Indian Oppertunities Fund B 200,000 149.6
Kalpana Indu Citigroup Global Markets Mauritius B 200,000 149.6
Kohinoor Foods BSMA S 99,468 70.0
Marksans Pharma UTI India Technology Venture Unit Scheme S 500,000 192.8
Netwo St Bro UBS Securities Asia B 124,365 192.4
Phillips Carbon Black GMO Emerging Market B 139,898 279.0
Shiv-Vani Oil & Gas Explo Fortis Investment Mgt Asia A/C Fortis S 200,030 612.2
Sujana Towers Citigroup Global Markets Mauritius P S 500,000 182.6
Visaka Industries Deutsche Securities Mauritius S 180,000 106.2
Source: BSE

Insider trading

Ambuja Cements Ajay Kapur S 7,500 - - -
Ambuja Cements Ajay Kapur S 10,000 - - -
Ambuja Cements Ajay Kapur S 2,000 - 72,500 -
Ambuja Cements NP Ghuwalewala S 7,500 - 420,000 -
Celebrity Fashions AM Gopinath B 1,000 - 1,000 -
Celebrity Fashions JVJosiah Franklin B 4,000 - 4,000 -
Comp-U-Learn Tech India Mukeshkumar Agarwal S 13,000 - - -
Comp-U-Learn Tech India Sreenivasa Rao Donepudi S 301,500 3.0 1,751,733 17.5
Compulink Systems Achyut Godbole B 1,280 - 47,876 0.5
Compulink Systems Achyut Godbole B 12,132 - 60,008 0.6
Duroflex Engineering Hardeep Crefinlease S 248,070 24.9 - -
Duroflex Engineering Adp Investments S 234,000 23.5 - -
Emmessar Biotech & Nutrition MS Raghavan Ayyangar B 275 - 17,375 0.4
Entertainment Network (India) AP Parigi S 7,000 - 237,500 0.5
Granules India Citi Group Global Mkts(Mauritius) P S 65,788 0.3 587,109 29
Gremach Infrastructure & Projects Swiss Finance Corporation(Mauritius) B 110,000 0.7 860,000 5.7
Hi-Tech Gears Hitech Portfolio Investments B 2,000 - 984,788 10.5
Hi-Tech Gears Anuj Kapuria B 1,000 - - -
Hi-Tech Gears Anuj Kapuria B 500 - 317,519 3.4
Hi-Tech Gears Pranav Kapuria B 1,780 - 311,842 3.3
HDFC BS Mehta B 7,500 - 65,000 -
HDFC S Venkitaramanan B 7,500 - 48,738 -
India Infoline Dhiraj Choudhary S 50 - - -
Lakshmi Overseas Industries Goldman Sachs Invests(Mauritius) B 312,281 0.5 - -
Lakshmi Overseas Industries Goldman Sachs Invests(Mauritius) S 1,475,759 25 3,372,475 5.6
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Shares transacted

Post-transaction holding

Scrip Acquirer/Seller Buy/Sell

Qty % Qty %
Liberty Phosphate Shakil Zakaria Memon S 20,000 0.3 - -
Milkfood Roshni Jaiswal N 500,000 10.2 700,060 14.3
Navin Fluorent International Thekkekara Meloth Mohan B 10,000 - 30,000 0.3
Nicholas Piramal India AK Bhat S 500 - 12,620 -
Reliable Ventures India Garnet International B 303,000 3.0 582,516 5.8
Simplex Projects JM Financial Mutual Fund B 20,000 0.2 1,132,081 9.4
Surana Telecom Bhagyanagar India B 29,427 - 1,735,783 7.7
Source: BSE
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Recommendation parameters

Large-caps* > 10% <-5% o >
(0]

BUY SELL £ 8

3 £

Mid-caps** > 25% <10% ¢

*Market cap over US$ 1bn  **Market cap less than US$ 1bn
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(Religare Research). Religare Institutional Equity Research is aimed to service the institutional clients of Religare Securities Limited including the Portfolio Management
Services of Religare whereas Religare Research is published with a view to service all segments of clients including Retail, HNIs and Institutional clients and PMS.

This document has been prepared by Religare Securities Limited — Priority Client Group. Affiliates of Religare-PCG may have issued other reports that are contrary with
and reach different conclusion from the information presented in this report. The views and opinions expressed in this document may or may not match or may be
contrary with the views, estimates, rating and target price of the Institutional Equities Research Group of Religare Securities Limited.

We are not soliciting any action based upon this material. This report is not to be construed as an offer to sell or the solicitation of an offer to buy any security in any
jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Religare-PCG. It does not constitute a personal
recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. Religare-PCG will not treat recipients as customers by virtue of their receiving this report. We
have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable. It should be noted that the information contained herein
is from publicly available data or other sources believed to be reliable. Neither Religare, nor any person connected with it, accepts any liability arising from the use of this
document.

This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The investment discussed
or views expressed may not be suitable for all investors. The user assumes the entire risk of any use made of this information. The recipients of this material should rely
on their own investigations and take their own professional advice. Each recipient of this document should make such investigations 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 its
own advisors to determine the merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past
performance is not a guide for future performance. Certain transactions -including those involving futures, options and other derivatives as well as non investment grade
securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centers on studying charts of a stock's price movement and
trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

Opinions expressed are our current opinions as of the date appearing on this material only. We do not undertake to advise you as to any change of our views expressed
in this document. While we would endeavor to update the information herein on a reasonable basis, Religare, its subsidiaries and associated companies, their directors
and employees are under no obligation to update or keep the information current. Also there may be regulatory, compliance, or other reasons that may prevent Religare
and affiliates from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change
without notice.

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 Religare and affiliates to any registration or
licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors.
Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

Religare and its 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 a market maker in the
financial instruments of the company (ies) discussed herein 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. Without limiting any of the foregoing, in no event shall Religare, any of its affiliates or any third
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind.

Copyright in this document vests exclusively with Religare. 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, without prior written permission from Religare. We do not guarantee the integrity of any e-
mails or attached files and are not responsible for any changes made to them by any other person.

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 compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.
Analyst’s holding in the stocks mentioned in the report: NIL.
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