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Strong 1Q12 results imply better earnings for FY12: COAL reported a 63% yoy net profit 

increase, 11% ahead of our estimate and 14% ahead of consensus, reflecting: 1) 20% higher 

realisation (to INR1,365/ton, 3% ahead of our estimate); and 2) improved offtake by 5% to 

106.2MT (4% ahead of our estimate), despite modest growth in production (1.2% yoy). COAL 

liquidated c10MT of its inventory in Q1 (a further 4.6MT in July 2011), implying strong 

demand-side pressure and better logistics. 

Strong offtake of inventory likely to continue in FY13-14: We are now confident of 

COAL’s ability to meet its offtake target of 454MT for FY12 through liquidation of inventory. 

Consequently, we increase our offtake estimates by 38MT for FY12-14. While our demand 

analysis suggests that upcoming power projects solely dependent on COAL will require 

c150MT pa of additional coal over FY12-17 (from c347MT pa to over 500MT by FY17), we 

continue to take a conservative approach towards production increases (incremental 130MT pa 

by FY17) limiting offtake volumes. See our 8 July 2011 report, Coal India: N (V): Huge 

demand; will supply keep pace?, for our detailed analysis on demand and supply. 

Pricing not a factor for COAL customers: We believe the better than expected realisation in 

1Q is a result of higher price realisation under e-auction on demand-side pressure. We expect 

this to continue and convergence with landed costs to occur earlier. We now build in a decline 

in the discount on e-auction prices to landed imported coal (20% by FY14 from 25% earlier). 

Further, we believe if the MMDR Bill were to become operational, COAL would have the 

flexibility to pass on the costs to its customers (requires a price hike of 8-9% to offset the cost). 

Upgrade to OW(V): We raise EPS by 10-12% for FY12e-14e (now expect 27% EPS CAGR) 

on the back of increased offtake and realisation. Consequently, our target price rises to INR472 

(from INR425). We upgrade COAL to OW(V) from Neutral (V) on the strong outlook and our 

increased confidence in its earnings visibility. At our new target price, the stock implies a PE 

of 14.5x 24M EPS (currently trading at PE of 13.2x 12M forward EPS) and 9.0x 

EV/EBITDA. Downside risks are lower-than-expected offtake from logistics constraints and 

implementation of the MMDR Bill, with COAL unable to pass on the cost to its customers. 
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Upgrade to OW(V): Beats expectations 

 Q1 results indicate COAL should significantly increase its 
offtake in FY12-14, despite modest production growth, as 
demand pressure builds 

 We expect e-auction prices to converge with imported coal 
costs faster and improve average realisation for COAL 

 Upgrade rating to OW(V) from N(V) and target to INR472 
(from INR425) as we lift our EPS estimates by 10-12% for 
FY12-14 (now expect 27% EPS CAGR) 
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Financials & valuation 
Financial statements 

Year to 03/2011a 03/2012e 03/2013e 03/2014e

Profit & loss summary (INRm) 

Revenue 528,958 675,651 740,945 791,041
EBITDA 161,410 250,490 276,142 302,627
Depreciation & amortisation -16,729 -18,226 -19,844 -21,256
Operating profit/EBIT 144,681 232,264 256,298 281,371
Net interest 18,963 32,169 40,628 52,345
PBT 164,626 266,018 298,510 335,300
HSBC PBT 165,228 266,018 298,510 335,300
Taxation -55,954 -87,516 -98,294 -110,491
Net profit 108,673 178,502 200,216 224,809
HSBC net profit 109,275 178,502 200,216 224,809

Cash flow summary (INRm) 

Cash flow from operations 128,224 203,974 249,251 276,734
Capex -24,750 -40,000 -30,000 -31,094
Cash flow from investment -22,566 -38,000 -28,000 -29,094
Dividends -33,995 -42,712 -51,428 -60,145
Change in net debt -73,178 -123,262 -169,822 -187,494
FCF equity 76,306 134,207 186,299 209,604

Balance sheet summary (INRm) 

Intangible fixed assets 0 0 0 0
Tangible fixed assets 150,611 172,385 182,541 192,379
Current assets 643,960 777,357 956,480 1,151,111
Cash & others 458,623 581,885 751,707 939,202
Total assets 813,973 967,144 1,154,423 1,356,891
Operating liabilities 408,178 430,558 474,050 511,854
Gross debt 15,536 15,536 15,536 15,536
Net debt -443,087 -566,349 -736,172 -923,666
Shareholders funds 333,172 468,963 617,750 782,415
Invested capital -72,230 -62,701 -86,736 -107,566

 
Ratio, growth and per share analysis 

Year to 03/2011a 03/2012e 03/2013e 03/2014e

Y-o-y % change    

Revenue 12.6 27.7 9.7 6.8
EBITDA 23.5 55.2 10.2 9.6
Operating profit 23.2 60.5 10.3 9.8
PBT 14.1 61.6 12.2 12.3
HSBC EPS 11.2 63.4 12.2 12.3

Ratios (%)    

Revenue/IC (x) -8.6 -10.0 -9.9 -8.1
ROIC -154.7 -231.0 -230.1 -194.2
ROE 36.9 44.5 36.8 32.1
ROA 14.3 20.1 18.9 17.9
EBITDA margin 30.5 37.1 37.3 38.3
Operating profit margin 27.4 34.4 34.6 35.6
EBITDA/net interest (x)    
Net debt/equity -132.9 -120.7 -119.1 -118.0
Net debt/EBITDA (x) -2.7 -2.3 -2.7 -3.1
CF from operations/net debt    

Per share data (INR)    

EPS reported (fully diluted) 17.20 28.26 31.70 35.59
HSBC EPS (fully diluted) 17.30 28.26 31.70 35.59
DPS 3.90 4.90 5.90 6.90
Book value 52.75 74.25 97.80 123.87
 

 
 
Key forecast drivers 

Year to 03/2011a 03/2012e 03/2013e 03/2014e

Production (MT) 431 442 469 490
Sales (MT) 424 453 471 490
ASP (INR/t) 1,178 1,410 1,487 1,525
   
   
   

 
   
Valuation data 

Year to 03/2011a 03/2012e 03/2013e 03/2014e

EV/sales 3.7 2.8 2.3 1.9
EV/EBITDA 12.3 7.4 6.1 5.0
EV/IC  
PE* 22.3 13.6 12.2 10.8
P/Book value 7.3 5.2 3.9 3.1
FCF yield (%) 3.1 5.5 7.7 8.6
Dividend yield (%) 1.0 1.3 1.5 1.8

Note: * = Based on HSBC EPS (fully diluted) 
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Strong 1Q12 results imply better earnings for FY12 

1Q results highlights: Coal India reported net profit of INR41.3bn (up 63% yoy ), 11% ahead of our estimate 

and 14% ahead of consensus, driven by 1) increased realisation by 20% yoy to INR1,365/ton (3% ahead of our 

estimate) and 2) increase in offtake by 5% yoy to 106.2MT (4% ahead of our estimate). Offtake was better 

despite only modest growth in production of 1.2% yoy (to 96.3MT) as COAL liquidated c10MT of its 

inventory in 1Q. EBITDA margins grew to 36.4% (700bp improvement), driven by better realisation and lower 

employee cost to sales (34% to sales in 1Q versus 40% last year), which is in line with our estimates. A lower 

than expected effective tax rate at 30.5% (versus our estimate of 33.9%) further boosted net profit growth. 

Exhibit 1 provides a summary of COAL’s quarterly earnings. 

Exhibit 1: Coal India consolidated quarterly earnings summary 

(INRm) 1QFY12 yoy%  HSBC 
1QFY12

% Var 1QFY11 2QFY11 3QFY11 4QFY11 

Production (MT) 96.3 1.2%  97.0 -0.7% 95.2 90.5 113.9 131.8 
Offtake (MT) 106.3 5.1%  102.0 4.2% 101.1 98.4 110.5 115.3 
Realisation (INR/ton) 1,365 20.6%  1,330 2.6% 1,132 1,127 1,148 1,302 
Sales* 152,181 27.9%  142,850 6.5% 118,985 114,863 132,919 162,193 
EBITDA* 55,429 58.7%  52,580 5.4% 34,936 22,553 39,804 64,122 
Margin % 36.4%            706  36.8%           (38) 29% 20% 30% 40% 
PBT 59,423 58.9%  56,177 5.8% 37,406 26,289 42,214 59,325 
Tax -18,115 50.0%  -19,035 -4.8% -12,077 -9,377 -15,796 -18,710 
Tax % 30.5%   33.9% 32.3% 35.7% 37.4% 31.5% 
Net profit (adjusted) 41,308 63.1%  37,142 11.2% 25,329 16,912 26,419 40,616 
Net profit (reported) 41,439 64.3%  25,218 14,944 26,261 40,786 

Note: *HSBC reclassifies Sales and EBITDA to include income from recovery of transportation and loading charges from customers which COAL reports as other income. 
Source: Company data, HSBC estimates 
 

Strong offtake of inventory likely to continue in FY13-14 

COAL liquidated c14.6MT of its inventory in April-July 2011 of the 69.2MT inventory at end March 2011;  

we expect this to continue given the demand-side pressures. Consequently, we increase our offtake estimates 

by 38MT for FY12-14 and expect COAL to meet its target of 454MT for FY12. 

Our demand analysis for incremental power projects over FY12-17 depending solely on COAL supplies 

suggests c150MT pa of additional demand (from c347MT pa to over 500MT by FY17). But we continue to 

take a conservative approach towards long-term production increases (incremental 130MT pa by FY17), thus 

limiting offtake volumes. See our 8 July 2011 report, Coal India: N(V): Huge demand; will supply keep pace?, 

for our detailed analysis on demand and supply. 

Pricing is not a factor for COAL customers 

We believe the better than expected realisation in 1Q is a result of higher price realisation under E-Auction. 

COAL currently sells 11.6% of its coal through e-auctions. While we expect the proportion of e-auction sales 

to remain stable over the next few years, prices should increase and ultimately converge with the landed cost 

(which is the opportunity cost of acquiring coal through alternate sources). We now build in a faster decline in 

the discount on e-auction prices to landed cost of imported coal (from 47% in FY11e to 20% by FY14e). 

Exhibit 2 shows our analysis of the discount on e-auction prices to the landed price of imported coal. 

Further, we believe if the Metals and Mining (Development and Regulation), or MMDR, Bill were to 

become operational, COAL should have the flexibility to pass on the additional burden to its customers 

(COAL would require price hikes of 8-9% to compensate for the additional cost burden from the MMDR 

http://www.research.hsbc.com/midas/Res/RDV?p=pdf&key=eSsHAWljV0&n=302620.PDF
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bill). See our 8 July 2011 report, Coal India: N (V): Huge demand; will supply keep pace?, for our 

detailed analysis of the impact of the MMDR bill. 

Exhibit 2: Coal prices under e-auction are at a discount to international coal prices, but we now expect the discount to fall faster 

E-auction FY10 FY11e FY12e FY13e FY14e 

Thermal coal (Newcastle) 
Landed cost (USD/ton)      92    121    145   138     124 
GCV (Kcal/kg) 6,672 6,672 6,672 6,672 6,672 
Landed Cost (INR/ton) 4,140 5,465 6,655 6,331 5,722 
COAL’s e-auction Coal 
GCV (Kcal/kg) 4,361 4,361 4,361 4,361 4,361 
Landed Cost (INR/ton) 1,583 1,899 2,610 2,897 2,992 
  
Cost of Indian coal (GCV adjusted basis) 2,706 3,572 4,349 4,138 3,740 
% Discount -42% -47% -40% -30% -20% 

Source: HSBC estimates 
 

E-auction quantity could be lower, but not likely in our view: There are investor concerns that the 

government could reduce the proportion of coal production allowed to be sold under e-auction since COAL is 

unable to meet its contractual supply obligations mainly to the power sector (Ministry of Power is already 

putting on pressure). However, we believe this concern is untenable as there are large numbers of small 

customers (other than power with no linkages) dependent purely on e-auction coal. On our analysis, even if we 

assume the absolute quantity of coal under e-auction remains stagnant at c48MT (FY11 level) over the next 2-3 

years, which is unlikely, this would lower our FY13e EPS by 2.5%, target price by 1.6% and average selling 

price by INR15-20/ton for FY13-14. 

Raise our EPS estimates by 10-12% for FY12-14 

We raise our EPS estimates by 10-12% for FY12-14 on the back of a) increase in offtake for FY12-14 by 

c38MT, by 2-3% of volumes, and b) increase in average selling prices by c2% over FY12-14 from higher 

prices realised through e-auction. See Exhibit 3 for summary of changes to our estimates for FY12-14.  

We now expect COAL EPS to grow at 27% CAGR over FY12-14 (from 23% CAGR earlier), driven by 

volume growth (5%), price hike (9%) and EBITDA margin improvement of 775bp (from 30.5% in FY11 to 

c38% by FY14) based on a reduction in employee cost as a percentage of sales (major cost for COAL). 

We expect employee costs as % of sales to fall from 38.6% in FY11 to 34.3% in FY14e, despite our 

Exhibit 3: Coal India – changes to HSBC estimates  

INRm ____________ New _____________ _____________ Old _____________ ____________ Diff _________
 FY12e FY13e FY14e FY12e FY13e FY14e FY12e FY13e FY14e 

Production (MT) 442 469 490 440 466 490 0% 0% 0% 

Offtake (MT) 453 471 490 440 458 478 3% 3% 2% 
Average selling price (INR/ton) 1,410 1,487 1,525 1,387 1,465 1,505 2% 2% 1% 
Revenue 675,651 740,945 791,041 645,965 709,214 761,774 5% 4% 4% 
EBITDA 250,490 276,142 302,627 225,738 249,820 278,310 11% 11% 9% 
Margin % 37.1% 37.3% 38.3% 34.9% 35.2% 36.5% 213  204  172 
PBT 266,018 298,510 335,300 241,266 271,128 308,458 10% 10% 9% 
Tax 87,516 98,294 110,491 81,752 91,963 104,713 7% 7% 6% 
% tax rate 32.9% 32.9% 33.0% 33.9% 33.9% 33.9%  -99 -99 -99 
Net profit 178,502 200,216 224,809 159,514 179,165 203,745 12% 12% 10% 
EPS (INR)  28.3  31.7  35.6 25.3 28.4 32.3 12% 12% 10% 

Source: HSBC estimates 
 

http://www.research.hsbc.com/midas/Res/RDV?p=pdf&key=eSsHAWljV0&n=302620.PDF
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expectation of a 30% wage hike in 2QFY12. We continue to expect COAL to revise prices of D, E & F 

category coal by 10% in 2HFY12 to compensate for the wage cost increase. See Exhibit 4 for a summary of 

our earnings reconciliation of net income for FY12-14. Our EPS estimates for FY12-14 are 18-20% above 

consensus, which we expect to move upwards post the factoring in of 1Q results. 

Exhibit 4: Reconciliation between net income of FY11 and FY14e (INRbn) 
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Source: HSBC estimates 

 

Raise target price to INR472 and upgrade to Overweight (V) 

We value COAL based on a combination of a DCF and an earnings multiple based valuation (see Exhibits 5-

5C). For our DCF, we discount the cash flows assuming an unchanged WACC of 11.3% (cost of equity of 

11.8%, cost of debt of 7.5% and beta of 0.95) to arrive at our value of INR462 per share. We value COAL at 

15x 24M forward EPS and 9x 24M forward EV/EBITDA. Our new target price of INR472 is based on an 

unchanged weighted-average of DCF, PE and EV/EBITDA, to which we assign a weight of 50%, 25% and 

25%, respectively. 

Our target price rises to INR472 (from INR425) based on the increase in our EPS estimates for FY12-14 (by 

10-12%) and the rolling forward of our valuation to the June quarter. At our new target price, the stock implies 

a PE of 14.5x 24M EPS (currently trading at PE of 13.2x 12M forward EPS) and 9.0x EV/EBITDA. 

Under our research model, for stocks with a volatility indicator, the Neutral band is 10 percentage points above 

and below the hurdle rate for Indian stocks of 11%. COAL is classified as a volatile stock in our research 

model, which implies a Neutral band of 1-21%. We upgrade to Overweight (V) rating as the potential return of 

23.8% (including the dividend yield) falls above the Neutral band. 
 
Exhibit 5: Calculation of 12-month target price 

Method Weight INR/Share 

DCF 0.50 462 
PE 0.25 490 
EV/EBITDA 0.25 472 
Target price  472 

Source: HSBC estimates 
 

Exhibit 5A: COAL India – DCF summary table 

Particulars INRm INR/Share 

Enterprise value 2,485,463 393 
Less: Gross Debt 15,536 2 
Add: Cash & Bank excluding OBR 
provision 

441,990 70 

Add: Investments 8,137 1 
Less: Minorities 326 0 
Equity value 2,919,728 462 
Source: HSBC estimates, OBR= Overburden Removal 
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Exhibit 5B: COAL India – PE-based valuation 

 INR 

PE multiple (x) 15.0 
EPS (24M fwd) – June 2013 32.7 
Value per share  490 

Source: HSBC estimates 
 

 

 

 

We upgrade COAL to Overweight (V) from Neutral (V) given its strong outlook and our increased confidence 

in its earnings visibility (EPS CAGR of 27% over FY12-14). COAL is likely to benefit from a surge in coal 

demand in India, but we would watch its ability to increase production, which could limit volume growth in the 

long term. Despite the strong price movement since its IPO (up c58% while the Sensex is down 18%), we 

believe the stock is still reasonably valued at a PE of 13.2x (12M forward EPS) and EV/EBITDA of 7.1x  

(12M forward EBITDA) supported by the strong earnings outlook.  

Key risks 

Key downside risks to our rating are 1) lower-than-expected offtake because of logistics constraints, and 

2) implementation of the MMDR Bill. In our view, COAL would have to raise product prices by 8-9% to offset 

the costs from implementation of the MMDR Bill. Exhibit 6 sets out some of the downside risks to our 

forecasts and likely upside factors. 

Exhibit 6: Summary of sensitivity to various factors not accounted for in our valuation and earnings forecast 

Factor Base case Potential upside/ 
(downside) 

Probability Impact on 
FY13e EPS

Impact on 12M 
target price 

Upside     
Production for FY13e is higher than anticipated if 
classification of No-Go area is dispensed off 

469MT Incremental 20MT  Very low 7.6% 7.4% 

Downside     
Price hike for DEFG coal in 2HFY12 is less than we 
expect 

10% hike in 
Q3FY12 

No hike Low to 
Medium 

-13.6% -14.2% 

Wage cost increase is higher than expected +30% in 2QFY12 Hiked by another 10% Low -6.8% -6.5% 

Government lowers proportion of coal production sold 
through e-auction and fixes the quantity at current 
levels of c48MT over next 2-3 years 

51 to 54MT over 
FY12-14 

Lower by 3-6MT over 
FY12-14 

Low to 
Medium 

-2.5% -1.6% 

Source: HSBC estimates 
 

 

Exhibit 5C: COAL India – EV/EBITDA-based valuation 

 INRm INR/Share 

EV/EBITDA multiple (x) 9.0  
EBITDA (24M fwd) 282,763  
Enterprise value 2,544,867 403 
Less: Gross Debt 15,536 2 
Add: Cash & bank adj for OBR 441,990 70 
Add: Investments 8,137 1 
Less: Minorities 326 0 
Equity value 2,979,133 472 
Source: HSBC estimates 
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stocks which we do not consider volatile may in fact also behave in such a way.  Historical volatility is defined as the past 
month's average of the daily 365-day moving average volatilities.  In order to avoid misleadingly frequent changes in rating, 
however, volatility has to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to change. 
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Share price and rating changes for long-term investment opportunities 

Coal India Limited (COAL.BO) Share Price performance INR Vs HSBC rating 

history 
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7 As of 30 June 2011, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of non-securities services. 
8 A covering analyst/s has received compensation from this company in the past 12 months. 
9 A covering analyst/s or a member of his/her household has a financial interest in the securities of this company, as 

detailed below. 
10 A covering analyst/s or a member of his/her household is an officer, director or supervisory board member of this 

company, as detailed below. 
11 At the time of publication of this report, HSBC is a non-US Market Maker in securities issued by this company and/or in 

securities in respect of this company 
  

292
312
332
352
372
392
412

Au
g-

06

Fe
b-

07

Au
g-

07

Fe
b-

08

Au
g-

08

Fe
b-

09

Au
g-

09

Fe
b-

10

Au
g-

10

Fe
b-

11

Au
g-

11



 
 

 9 

Coal India Limited 
Metals & Mining 
17 August 2011 

abc

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment 
banking revenues. 

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that 
company available at www.hsbcnet.com/research. 

* HSBC Legal Entities are listed in the Disclaimer below. 

Additional disclosures 
1 This report is dated as at 17 August 2011. 
2 All market data included in this report are dated as at close 15 August 2011, unless otherwise indicated in the report. 
3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of Research 
operate and have a management reporting line independent of HSBC's Investment Banking business. Information Barrier 
procedures are in place between the Investment Banking and Research businesses to ensure that any confidential and/or 
price sensitive information is handled in an appropriate manner. 
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Disclaimer 
* Legal entities as at 04 March 2011 
‘UAE’ HSBC Bank Middle East Limited, Dubai; ‘HK’ The Hongkong and Shanghai Banking Corporation 
Limited, Hong Kong; ‘TW’ HSBC Securities (Taiwan) Corporation Limited; ‘CA’ HSBC Securities (Canada) 
Inc, Toronto; HSBC Bank, Paris Branch; HSBC France; ‘DE’ HSBC Trinkaus & Burkhardt AG, Düsseldorf; 
000 HSBC Bank (RR), Moscow; ‘IN’ HSBC Securities and Capital Markets (India) Private Limited, Mumbai; 
‘JP’ HSBC Securities (Japan) Limited, Tokyo; ‘EG’ HSBC Securities Egypt SAE, Cairo; ‘CN’ HSBC 
Investment Bank Asia Limited, Beijing Representative Office; The Hongkong and Shanghai Banking 
Corporation Limited, Singapore Branch; The Hongkong and Shanghai Banking Corporation Limited, Seoul 
Securities Branch; The Hongkong and Shanghai Banking Corporation Limited, Seoul Branch; HSBC 
Securities (South Africa) (Pty) Ltd, Johannesburg; ‘GR’ HSBC Securities SA, Athens; HSBC Bank plc, 
London, Madrid, Milan, Stockholm, Tel Aviv; ‘US’ HSBC Securities (USA) Inc, New York; HSBC Yatirim 
Menkul Degerler AS, Istanbul; HSBC México, SA, Institución de Banca Múltiple, Grupo Financiero HSBC; 
HSBC Bank Brasil SA – Banco Múltiplo; HSBC Bank Australia Limited; HSBC Bank Argentina SA; HSBC 
Saudi Arabia Limited; The Hongkong and Shanghai Banking Corporation Limited, New Zealand Branch 

Issuer of report 
HSBC Securities and Capital Markets 
(India) Private Limited 
Registered Office 
52/60 Mahatma Gandhi Road 

Fort, Mumbai 400 001, India 

Telephone: +91 22 2267 4921 
Fax: +91 22 2263 1983 

Website: www.research.hsbc.com 

This document has been issued by HSBC Securities and Capital Markets (India) Private Limited ("HSBC") for the information of its customers only. HSBC 
Securities and Capital Markets (India) Private Limited is regulated by the Securities and Exchange Board of India. If it is received by a customer of an affiliate 
of HSBC, its provision to the recipient is subject to the terms of business in place between the recipient and such affiliate. This document is not and should not 
be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. HSBC has based this document on information 
obtained from sources it believes to be reliable but which it has not independently verified; HSBC makes no guarantee, representation or warranty and accepts 
no responsibility or liability as to its accuracy or completeness. Expressions of opinion are those of the Research Division of HSBC only and are subject to 
change without notice. HSBC and its affiliates and/or their officers, directors and employees may have positions in any securities mentioned in this document 
(or in any related investment) and may from time to time add to or dispose of any such securities (or investment). HSBC and its affiliates may act as market 
maker or have assumed an underwriting commitment in the securities of companies discussed in this document (or in related investments), may sell them to or 
buy them from customers on a principal basis and may also perform or seek to perform investment banking or underwriting services for or relating to those 
companies and may also be represented in the supervisory board or any other committee of those companies. The information and opinions contained within the 
research reports are based upon publicly available information and rates of taxation applicable at the time of publication which are subject to change from time 
to time. Past performance is not necessarily a guide to future performance. The value of any investment or income may go down as well as up and you may not 
get back the full amount invested. Where an investment is denominated in a currency other than the local currency of the recipient of the research report, 
changes in the exchange rates may have an adverse effect on the value, price or income of that investment. In case of investments for which there is no 
recognised market it may be difficult for investors to sell their investments or to obtain reliable information about its value or the extent of the risk to which it is 
exposed.  
HSBC Securities (USA) Inc. accepts responsibility for the content of this research report prepared by its non-US foreign affiliate. All U.S. persons receiving 
and/or accessing this report and wishing to effect transactions in any security discussed herein should do so with HSBC Securities (USA) Inc. in the United 
States and not with its non-US foreign affiliate, the issuer of this report. 
In the UK this report may only be distributed to persons of a kind described in Article 19(5) of the Financial Services and Markets Act 2000 (Financial 
Promotion) Order 2001. The protections afforded by the UK regulatory regime are available only to those dealing with a representative of HSBC Bank plc in 
the UK. In Singapore, this publication is distributed by The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch for the general 
information of institutional investors or other persons specified in Sections 274 and 304 of the Securities and Futures Act (Chapter 289) (“SFA”) and accredited 
investors and other persons in accordance with the conditions specified in Sections 275 and 305 of the SFA. This publication is not a prospectus as defined in 
the SFA. It may not be further distributed in whole or in part for any purpose. The Hongkong and Shanghai Banking Corporation Limited Singapore Branch is 
regulated by the Monetary Authority of Singapore. Recipients in Singapore should contact a "Hongkong and Shanghai Banking Corporation Limited, Singapore 
Branch" representative in respect of any matters arising from, or in connection with this report. In Australia, this publication has been distributed by The 
Hongkong and Shanghai Banking Corporation Limited (ABN 65 117 925 970, AFSL 301737) for the general information of its “wholesale” customers (as 
defined in the Corporations Act 2001).  Where distributed to retail customers, this research is distributed by HSBC Bank Australia Limited (AFSL No. 232595). 
These respective entities make no representations that the products or services mentioned in this document are available to persons in Australia or are 
necessarily suitable for any particular person or appropriate in accordance with local law. No consideration has been given to the particular investment 
objectives, financial situation or particular needs of any recipient. This publication is distributed in New Zealand by The Hongkong and Shanghai Banking 
Corporation Limited, New Zealand Branch. 
In Japan, this publication has been distributed by HSBC Securities (Japan) Limited. In Hong Kong, this document has been distributed by The Hongkong and 
Shanghai Banking Corporation Limited in the conduct of its Hong Kong regulated business for the information of its institutional and professional customers; it 
is not intended for and should not be distributed to retail customers in Hong Kong. The Hongkong and Shanghai Banking Corporation Limited makes no 
representations that the products or services mentioned in this document are available to persons in Hong Kong or are necessarily suitable for any particular 
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Limited. In Korea, this publication is distributed by The Hongkong and Shanghai Banking Corporation Limited, Seoul Securities Branch ("HBAP SLS") for the 
general information of professional investors specified in Article 9 of the Financial Investment Services and Capital Markets Act (“FSCMA”). This publication 
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Services Commission and the Financial Supervisory Service of Korea. 
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