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Whose money is it anyway? We have observed a peculiar phenomenon of large Fll
inflows into the Indian market in the last 5-6 trading sessions of quarter-ending
months. The flows (always positive inflows and disproportionately large compared to
the rest of the month) are significantly higher than during similar periods in other
‘normal’ months. We do not have an answer to this phenomenon but would be curious
to understand the reasons for the disproportionate flows.

Those last five days of a quarter
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Over the past six quarters, the Indian market has seen average inflows of US$1.1 bn in the last five
trading session of the quarter-ending months (June, September, December and March). This
compares with about US$400 mn of average monthly inflows over the past 18 months and only
US$58 mn of net inflows excluding the quarter-ending months. Exhibit 1 gives details of Fil flows
into the Indian market for the last five days of the past 18 months.

There must be a reason for this but it escapes us for the time being

It would be too much to expect that our observation is just mere coincidence. However, we do not
have an explanation for this currently. Flows associated with F&O expiry period towards the end of
the month may not be a valid reason since the expiry takes place every month. Also, we note that
the flows are largely back-ended in the quarter-ending months compared to other months. Exhibit
2 compares Fll flows in the last five trading sessions with the flows during the month for the past
18 months.

Valuations seem to be quite similar across months for those last five days

We rule out valuations as a reason for the sudden large inflows during the last five days of any
quarter-ending month. Valuations seem to be quite similar around that period for the 18 months
that we have analyzed the data. The only exception is June 2011 when valuations had dipped
below ‘normal’ levels, sufficiently enough for the market to attract some inflows. Exhibit 3 gives
12-month forward valuation of the BSE-30 Index five days prior to the end of the month. Of
course, the large inflows do result in positive market performance and may be the secret lies
therein.
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Quarter-end months see larger inflows in the last five days versus in other months
Fll net inflows in the last five trading days of the month since January 2010 (US$ mn)

Amount (US$ mn)

January 29, 2010 (1,480)
February 26, 2010 487

|[March 30, 2010 1,000 |
April 30, 2010 455

May 31, 2010 (215)

[June 29, 2010 439 |
July 30, 2010 1,434

August 31, 2010 137
|September 30, 2010 1,969 |
October 29, 2010 527
November 30, 2010 443
|December 31, 2010 888 |
January 31, 2011 (495)
February 28, 2011 (610)

|[March 30, 2011 1,094 |
April 29, 2011 (531)

May 31, 2011 540

[June 29, 2011 1,129 |
Average monthly 401
Average 'other' months 58

Average quarter-ending months 1,087

Notes:

(@) Net FIl flows for June 30, 2011 were consolidated with July 1, 2011 as per SEBI and hence excluded.

Source: Bloomberg, Kotak Institutional Equities

Quarter-ending flows high even for quarter-ending months
Fll net inflows in the last five trading days as a proportion of the total monthly inflow (US$ mn)

Net Fll flows (US$mn)

Last 5 days of a month (A) Month (B) (A/(B) (%)

January-10 (1,480) (230) 643
February-10 487 464 105
|March-10 1,000 4,135 24 |
April-10 455 2,220 20
May-10 (215) (1,989) 11
|June-10 439 2,099 21 |
July-10 1,434 3,777 38
August-10 137 2,404 6
|September-10 1,969 6,373 31 |
October-10 527 5,579 9
November-10 443 4,159 11
[December-10 888 329 270 |
January-11 (495) (1,387) 36
February-11 (610) (826) 74
[March-11 1,094 1,556 70 |
April-11 (531) 1,574 (34)
May-11 540 (1,156) (47)
[June-11 1,129 734 54 |
Average monthly 401 1,656 24
Average ‘other’ months 58 1,216 5
Average quarter-ending months 1,087 2,538 43

Notes:
(a) Net Fll flows for June 30, 2011 were consolidated with July 1, 2011 as per SEBI and hence excluded.

Source: Bloomberg, Kotak Institutional Equities
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Apart from the recent quarter, valuations need not have triggered inflows
Comparison of BSE-30 Index P/E five trading days before month-end and the subsequent BSE-30 Index change

in %
Last five trading days of a month
Net Fll flows (US$ mn) Sensex change (%) P/E at T-5d

January-10 (1,480) (3.0) 16.8
February-10 487 1.5 15.8
|March-10 1,000 0.8 16.7 |
April-10 455 (0.8) 16.9
May-10 (215) 2.9 15.4
[June-10 439 (1.2) 164 |
July-10 1,434 (1.4) 16.3
August-10 137 (1.9 15.8
|September-10 1,969 1.0 173 |
October-10 527 (0.7) 17.3
November-10 443 (0.9) 16.6
|December-10 888 2.2 16.7 |
January-11 (495) (4.3) 15.8
February-11 (610) (3.3) 15.0
[March-11 1,094 6.0 14.6 |
April-11 (531) (2.4) 15.5
May-11 540 2.7 14.2
[June-11 1,129 6.5 13.8 |
Average monthly 401 0.2 15.9
Average 'other' months 58 (1) 15.9
Average quarter-ending months 1,087 2.5 15.9
Notes:

(a) T= Last trading day of the month.
(b) P/E is based on12-month forward consensus EPS estimates.
(c) Net Fil flows for June 30, 2011 were consolidated with July 1, 2011 as per SEBI and hence excluded.

Source: Bloomberg, Kotak Institutional Equities
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Disclosures

"], Sanjeev Prasad, hereby certify that all of the views expressed in this report accurately reflect my personal views about the
subject company or companies and its or their securities. | also certify that no part of my compensation was, is or will be,
directly or indirectly, related to the specific recommendations or views expressed in this report. "

Kotak Institutional Equities Research coverage universe
Distribution of ratings/investment banking relationships

70% - I:l Percentage of companies covered by Kotak Institutional Equities,
° within the specified category.
60% -
|:| Percentage of companies within each category for which Kotak
50% 4 Institutional Equities and or its affiliates has provided investment
banking services within the previous 12 months.
40% - * The above categories are defined as follows: Buy = We expect
32.3% this stock to outperform the BSE Sensex by 10% over the next 12
30% - 26.8% 28.0% months; Add = We expect this stock to outperform the BSE Sensex
by 0-10% over the next 12 months; Reduce = We expect this stock
20% | to underperform the BSE Sensex by 0-10% over the next 12

months; Sell = We expect this stock to underperform the BSE

o
128% Sensex by more then 10% over the next 12 months. These ratings
10% - o are used illustratively to comply with applicable regulations. As of
4.3% 4.3% 3.0% 31/03/2011 Kotak Institutional Equities Investment Research had
0% 0.0% investment ratings on 164 equity securities.
o T T T 1
BUY ADD REDUCE SELL
Source: Kotak Institutional Equities As of March 31, 2011

Ratings and other definitions/identifiers

Definitions of ratings

BUY. We expect this stock to outperform the BSE Sensex by 10% over the next 12 months.

ADD. We expect this stock to outperform the BSE Sensex by 0-10% over the next 12 months.

REDUCE. We expect this stock to underperform the BSE Sensex by 0-10% over the next 12 months.
SELL. We expect this stock to underperform the BSE Sensex by more than 10% over the next 12 months.

Our target price are also on 12-month horizon basis.

Other definitions

Coverage view. The coverage view represents each analyst's overall fundamental outlook on the Sector. The coverage view will consist of one of the following
designations: Attractive, Neutral, Cautious.

Other ratings/identifiers

NR = Not Rated. The investment rating and target price, if any, have been suspended temporarily. Such suspension is in compliance with applicable
regulation(s) and/or Kotak Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or strategic
transaction involving this company and in certain other circumstances.

CS = Coverage Suspended. Kotak Securities has suspended coverage of this company.
NC = Not Covered. Kotak Securities does not cover this company.

RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and price target, if any, for this stock, because there is not a sufficient
fundamental basis for determining an investment rating or target. The previous investment rating and price target, if any, are no longer in effect for this stock
and should not be relied upon.

NA = Not Available or Not Applicable. The information is not available for display or is not applicable.

NM = Not Meaningful. The information is not meaningful and is therefore excluded.
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Copyright 2011 Kotak Institutional Equities (Kotak Securities Limited). All rights reserved.
1. Note that the research analysts contributing to this report may not be registered/qualified as research analysts with FINRA; and

2. Such research analysts may not be associated persons of Kotak Mahindra Inc and therefore, may not be subject to NASD Rule 2711 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.

Kotak Securities Limited and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group. We along with
our affiliates are leading underwriter of securities and participants in virtually all securities trading markets in India. We and our affiliates have investment banking
and other business relationships with a significant percentage of the companies covered by our Investment Research Department. Our research professionals
provide important input into our investment banking and other business selection processes. Investors should assume that Kotak Securities Limited and/or its
affiliates are seeking or will seek investment banking or other business from the company or companies that are the subject of this material and that the research
professionals who were involved in preparing this material may participate in the solicitation of such business. Our research professionals are paid in part based on
the profitability of Kotak Securities Limited, which include earnings from investment banking and other business. Kotak Securities Limited generally prohibits its
analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any companies that
the analysts cover. Additionally, Kotak Securities Limited generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover. Our salespeople, traders, and other professionals may provide oral or written market commentary
or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may
make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of
the foregoing, among other things, may give rise to real or potential conflicts of interest. Additionally, other important information regarding our relationships with
the company or companies that are the subject of this material is provided herein.

This material should not 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. We are not soliciting any action based on this material. It is for the general information of clients of Kotak Securities Limited. It does not constitute a
personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice
or recommendation in this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The
price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. Kotak Securities
Limited does not provide tax advise to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment.

Certain transactions -including those involving futures, options, and other derivatives as well as non-investment-grade securities - give rise to substantial risk and are
not suitable for all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should
not be relied on as such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavor to update on a reasonable basis
the information discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so. We and our affiliates, officers, directors, and
employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or “short” positions in, act as principal in,
and buy or sell the securities or derivatives thereof of companies mentioned herein. For the purpose of calculating whether Kotak Securities Limited and its affiliates
holds beneficially owns or controls, including the right to vote for directors, 1% of more of the equity shares of the subject issuer of a research report, the holdings
does not include accounts managed by Kotak Mahindra Mutual Fund. Kotak Securities Limited and its non US affiliates may, to the extent permissible under
applicable laws, have acted on or used this research to the extent that it relates to non US issuers, prior to or immediately following its publication. Foreign currency
denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the
investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign currencies affectively assume currency risk. In addition
options involve risks and are not suitable for all investors. Please ensure that you have read and understood the current derivatives risk disclosure document before
entering into any derivative transactions.

This report has not been prepared by Kotak Mahindra Inc. (KMInc). However KMInc has reviewed the report and, in so far as it includes current or historical
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. Any reference to Kotak Securities Limited shall also be
deemed to mean and include Kotak Mahindra Inc.



