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NIIT: Initiating at Buy: Structural Upturn, Play the Leader in IT Training — India’s
retail IT training business is undergoing structural changes, which are being driven
by two factors: (1) IT companies are looking for cheaper non-engineering talent; and
(2) new non-IT engineers from less known colleges are enrolling in IT training
institutes to improve their job prospects. NIIT, the leader in IT training, is a key
beneficiary of these trends. We forecast that NIIT’s revenues, EBITDA and EPS will
rise at CAGRs of 34-38% over FY06-09. Initiating coverage at Buy/Medium Risk with
ETR of 35%. Hitesh Shah +91 22 6631 9872 Click on
www.citigroupgeo.com/pdf/SAP01076.pdf for the report.

India Downstream R&M: Sell: Oil Price Cut Negative for Sentiment — The
government's decision to cut prices underlines continued political interference in
retail fuel pricing and reinforces our view that introduction of pricing reform is
unlikely in the near future. While a token cut in petrol prices was expected, the cut in
diesel prices came as a surprise and will have a big negative impact on the marketing
margins of the OMCs. Based on the constrained profitability of the OMCs, coupled
with the recent waiver of subsidy sharing for pure refiners and the likely reduction of
oil bonds in 2H, we reiterate our Sell on BPCL, HPCL, and I0C. Rahul Singh +91 22
6631 9863 Click on www.citigroupgeo.com/pdf/SAP01077.pdf for the report.
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Economy

The government has decided to cut petrol price by Rs2 per litre (approx. 4%)
and diesel by Rs 1 per litre (approx.3%). This reduction in fuel prices has
come after a gap of 2 years (The Economic Times)

Industry

The steel ministry has decided to maintain status quo with respect to iron ore
exports. The present system of canalization of exports of high grade ore
above 64% iron content and free exports below this grade to continue (The
Economic Times)

Company News

The Government has cleared Essar group’s proposal to increase foreign
holding in Hutchison Essar by 5.85%, which takes the total foreign equity to
the permissible limit of 74% (The Economic Times)

The board of directors of Indian Qil Corporation Ltd and Bongaigaon Refinery
and Petrochemicals Ltd has approved their merger. The swap ratio is pegged
at 4:37 - 4 shares of I0C for every 37 shares of BRPL (The Hindu Business
Line)

Unitech has announced plans to raise over Rs 31 billion (£ 360 million)
through the listing of a newly floated company, Unitech Corporate Parks Plc.
on the Alternative Investment Market of the LSE ( Business Standard)

Dr. Reddy’s Laboratories has entered into an agreement with Torrent
Pharmaceuticals for exclusive commercialization of two of Torrent’s brands in
Russia, Listril and Listril Plus, both cardiovascular drugs (The Hindu
Business Line)
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Market Snapshot
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Hitesh Shah

NIIT (NIIT.BO) +91-22-6631-9872

Initiating at Buy: Structural Upturn, Play the Leader in IT Training hitesh.b.shah@citigroup.com

Buv/Medium Risk M m Target price Rs520 — We forecast that NIIT's revenues, EBITDA and EPS will rise at

u ium Ri o oo .

Priie (28 Nov 06) Rs390.00 CAGR; of 34-38% over FY06-09. Our target price is derived from a sum-of-the-parts

Target price Rs520.00 analysis.

Expected share price return 33.3%

Expected dividend yield 1.8% m Structural upturn — India’s retail IT training business is undergoing structural

Expected total return 35.1% changes, which are being driven by two factors: (1) IT companies are looking for

Market Cap RS7$:579'V| cheaper non-engineering talent; and (2) new non-IT engineers from less known
US$170M

colleges are enrolling in IT training institutes to improve their job prospects. NIIT,
the leader in IT training, is a key beneficiary of these trends.

2006  2007E 2008E

EPS new 1929 2128 31.07 m Corporate business lowers risk — Healthy orders over the past few quarters should
EPS Growth 101 103 146.0 help the business grow steadily with stable margins. We view NIIT's recent ElementK
P/E 20.2 18.3 12.6 acquisition as positive, because it brings with it a large online content library and
EV/EBITDA 10.6 11.1 9.0 marquee client relationships.

Consensus Data 21.40 24.64 30.72

m Restructuring of institutional business until FYO8E — We expect the restructuring in
the business to extend beyond management’s timeline. Our estimates for FYO7 and

Price Performance (RIC: NIIT.BO, BB: NIIT IN) FYO8 factor in declines in the international business.

INR

380 m Near-term correction cannot be ruled out — While we remain positive on the long-

360 term prospects for the business, the stock could decline in the near term because it

ggg has run up about 30% since its 2Q FYO7 results and a seasonally weak 3Q for the

300 retail segment could possibly lead to a quarterly loss.

280

gi’g m Key risks — Slowdown in the Indian IT industry, disappointments in new orders,
"0 31 30 29 integration of ElementK, and high receivables.

Dec Mar Jun Sep
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Indian Downstream R&M
Sell: il Price Cut Negative for Sentiment

Rahul Singh
+91-22-6631-9863
rahul.r.singh@citigroup.com

QOil prices cut — The government has announced a cut of 3-4% on auto fuels
(Rs2/liter on petrol, Rel/litre on diesel ex-Delhi) following the decline in crude prices
(-16% since the price hike in June). The decision to cut prices underlines continued
political interference in retail fuel pricing and reinforces our view that introduction of
pricing reform is unlikely in the near future.

Cut in diesel prices not expected — In the past, the government had allowed OMCs
to recoup their losses in a declining crude environment. In this light, while a token
cut in petrol prices was expected, the cut in diesel prices came as a surprise and will
have a big negative impact on the marketing margins of the OMCs, given the much
higher proportion of diesel sales vis-a-vis petrol.

Blended margins down to ~US$2/bbl — Margins on the marketing of auto fuels had
turned positive following the cool-off in crude over the last few months — ~Rs4/liter on
petrol and ~Rel/liter on diesel in November (blended margins of ~US$5/bbl).
Marketing margins will now likely decline to ~US$2/bbl, with diesel margins likely to
reduce to near break even levels.

Reiterate Sell — Constrained profitability of the oil marketing companies will
continue to put pressure on oil sector earnings and impact market sentiment
towards the public sector oil companies. Coupled with the recent waiver of subsidy
sharing for pure refiners and the likely reduction in oil bonds in 2HFYQ7, we reiterate
our Sell on BPCL, HPCL, and 10C.
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