SECTOR UPDATE

INFRA SCAPE

National Infra Pipeline: Aggressive intent, but funding key

India Equity Research | Infrastructure - Construction

The government ended 2019 with a bang by rolling out the National
Infrastructure Pipeline (NIP). With a vision to spend INR100tn on infra
over FY20-25 (~2x FY14-19 investments), NIP sets the ball rolling to
achieve the objectives of: (a) improving India’s global competitiveness by
creating new & upgrading existing infra; and (b) initiating a virtuous cycle
of higher investments, growth & employment generation in the economy.
We view this as a positive step since a structured approach with active
participation of all stakeholders is paramount to achieve substantial scale-
up in infra spending. That’s said, we believe, funding the mammoth plan
in light of the current economic headwinds will be a key monitorable.

Genesis of the NIP

Prime Minister Narendra Modi had earlier highlighted that INR100tn will be invested on
infra over the next five years. To achieve this goal, a task force was set up to:
(a) identify infra projects that can be initiated over FY20-25; (b) estimate annual infra
investments; (c) guide ministries in identifying financing sources; and (d) suggest
measures for monitoring projects to minimise cost/time overruns. Over the past four
months, 70 meetings have resulted in the NIP which aims to: (a) provide inclusive
growth & create jobs; (b) enhance the level of economic activity & improve the
government’s revenue base; (c) boost developers’ confidence by providing project
pipeline; and (d) build investor confidence through better project preparation & active
project monitoring.

Deep dive into NIP

NIP projects a peaking of investment over FY20-22 (~60% of overall investments), post
which the capex trajectory will taper; however, there may be some spillage to FY23-25.
Power remains the biggest sector with 22% share in investments, though it is a marked
decline from 32% over FY08-19. Other major sectors are roads (19% versus 18%),
railways (13%/10%), urban infra (16%/13%) and irrigation (8%/9%). Funding will be a
key monitorable since the plan assumes an increase in budgetary support (as a % of
GDP) from 0.73% in FY19 to 1.11% in FY25, along with nominal GDP growth of ~12.5%
over FY22-25.

Outlook: Well begun, now on to execution

At a time when muted economic growth and sluggish infra spending have cast a pall of
gloom on infra companies, NIP is a much needed saviour to change the narrative on
infra investments in India. While the intent is right, the government now needs to focus
attention on resource mobilisation, getting requisite clearances and enhancing
coordination between various stakeholders. Potential beneficiaries of this
opportunity include KNR Constructions (BUY), PNC Infratech (BUY) and NCC (BUY).
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NIP: Vision to build world-class infra

The PM had earlier highlighted that INR100tn will be invested on infra over the next
five years. To achieve this goal, a task force was set up to develop a vision for infra in
2025 towards improving the ease of living or the physical quality of life for each
individual in the country. This has culminated into the development of a five-year plan
of infra in key sectors with an objective to create a fast-track institutional, regulatory
and implementation framework for infra.

Task force for infra development

In his Independence Day speech 2019, the PM had highlighted that INR100tn will be
invested on infra over the next five years. To achieve this goal, a task force was set up to:
(a) identify infra projects that can be initiated over FY20-25; (b) estimate annual infra
investment; (c) guide ministries in identifying financing sources; and (d) suggest measures
for monitoring projects to minimise cost/time overruns.

The underlying vision for the exercise is to develop infra services that raise the quality of life
and ease of living in India to global standards. Major goals in this regards are: (a) providing a
positive & enabling environment for significant private investment in infra; (b) designing,
delivering & maintaining public infra projects to meet efficiency, equity & inclusiveness
goals; (c) creating a fast-track institutional, regulatory & implementation framework for
Infra; and (d) benchmarking infra performance to global best practices & standards.

The goals by sector are given below:

o Affordable and clean energy: 24x7 power availability for all —reliable transmission and
distribution infra.

e Digital services access for all: (a) 100% population coverage for telecom & high quality
broadband services for socio-economic empowerment of every citizen; and (b) digital
payments & e-governance infra for delivery of banking & public services.

e Convenient and efficient transport and logistics: (a) Enhanced road connectivity to
remotest areas with extensive charging & on-road traction infrastructure for electric
vehicles; (b) world-class stations & fully integrated rail network with connectivity to
remote regions with focus on safety; (c) airport & related infra to enable international &
regional connectivity to achieve passenger & cargo traffic on the vision of NCAP 2016;
(d) port & waterway infra focused on reducing logistics time & cost for foreign and
domestic trade as per the Sagarmala National Perspective Plan 2016; and (e) urban
mobility — MRTS and bus connectivity within 800metres of homes in more than 50 cities

e Housing and water supply: (a) Housing for all by 2022 — PMAY; negligible slum
population; and (b) all households to have piped water meeting national standards by
2024.

e Doubling farmer income: (a) Increased irrigation & micro-irrigation coverage;
and (b) integrated agro-logistics systems from farm-gate to end consumers —storage,
processing and packing, transportation, market and digital infra for agriculture produce
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Quality education: World-class educational institutes for teaching and research,
technology driven learning meeting GER target of 35% by 2025 as per the draft National
Education Policy, 2019.

Healthcare: (a) Superior accessible primary, secondary and tertiary healthcare infra
facilities across India to meet NHP 2017 goals; (b) medical, para-medical education in
infra meeting manpower needs by 2020 & CHVs by 2025 as per IPHS norms.

Sustainable and smart cities: (a) Waste water collection, treatment/recycling to national
standards in all towns across India; and (b) Smart City infra for mobility, entertainment,
business, high quality river-front, safety & resilience.

Key benefits of developing NIP will be:

Economy: Well-planned NIP will enable more infra projects, grow businesses, create jobs,
improve ease of living and provide equitable access to infrastructure for all, making
growth more inclusive.

Government: Well-developed infrastructure enhances level of economic activity, creates
additional fiscal space by improving revenue base of the government and ensures quality
of expenditure focused in productive areas.

Developers: Provides better view of project supply, provides time to be better prepared
for a project, reduces aggressive bids/ failure in project delivery, ensures enhanced
access to sources of finance as result of increased investor confidence.

Banks/ financial institutions (Fls)/ investors: Builds investor confidence as identified
projects are likely to be better prepared, exposures less likely to suffer stress given
active project monitoring, thereby less likelihood of NPAs.

The NIP was developed by:

A best-effort basis by aggregating information provided by various stakeholders
including line ministries, departments, state governments and the private sector across
infrastructure sub-sectors.

A bottom-up approach was adopted wherein all projects under construction, proposed
greenfield projects, brownfield projects and those at the conceptualisation stage were
sought to be captured. Investment details of FY19-20 are estimates, while those for FY21
to FY25 are projections.
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Deep dive into NIP

NIP envisages INR100tn expenditure on infra over FY20-25 (~2x investment over FY14-
19). The plan is front-ended with investment peaking over FY20-22 (~60% of overall
investments), post which it will taper. Power remains the biggest sector, followed by
roads. Funding will be key monitorable since the plan assumes not only increase in
budgetary support (as % of GDP) from the current level, but also a significant ramp up
in nominal GDP growth rate.

A look at previous decade

Investments in infra during FY08-17 were estimated at “UNR60tn; of this, ~INR24tn was
spent during FY08-12 (11th Five-Year Plan), while the balance ~INR36tn happened over FY13-
17 (12th Five-Year Plan). However, infra investments as a proportion of GDP fell from ~7.0%
during the 11" Five-Year plan to ~5.8% during the 12" plan.

Infra investments for FY18 and FY19 are estimated at ~INR10.2tn and ~INR10tn, respectively.

Chart 1: Infra investments over FY13-19 along with their source
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Source: Government documents, Edelweiss research
Note: investments mentioned are at current prices

Over this entire time frame, while the public sector (Centre and states governments)
contributed ~65% of investments, the share of private sector was ~35%.

4 Edelweiss Securities Limited



Sector Update

Chart 2: Power and roads dominated infra investments over FY08-19
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Note: investments mentioned are at current prices

Power and roads and bridges cornered bulk of investments (~50%) over FY08-19. These,
along with urban, digital infra and railways sub-sectors, constituted ~85% of total infra
investment during the period.

The Centre and states were major funding sources for sectors such as power and roads &
bridges, with moderate participation from private sector. Digital sector investments were
largely driven by the private sector, while investments in irrigation were predominantly
made by state governments.

NIP debuts with promise of sizeable ramp up in investments

As per NIP, total project capital expenditure in infra sectors in India during FY20-25 is
estimated at ~INR102tn. Being ~2x investments over the FY14-19, this represents a
guantum jump in infra outlay.
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Table 1: FY21 and FY22 to witness peak of investments (INR bn)
Ministry/Department FY20 FY21 FY22 FY23 FY24 FY25 No phasing FY20 -25
Energy 173 335 322 326 346 325 626 2,454

Powerll 104 120 101 82 74 69 626 1,176
Renewable energyl 31 151 144 170 217 217 0 930
Atomic energyl 11 21 28 33 33 28 0 154
Petroleum and natural gasl 28 44 48 42 23 11 0 195

Roads 324 370 344 237 229 325 135 1,964
Railways 133 263 309 274 221 168 0 1,369
Ports 12 16 19 15 7 9 22 101
Airport 19 22 25 21 25 5 26 143
Urban - AMRUT, SMART Cities, MRTS, 295 414 327 161 146 109 177 1,629
Irrigation 102 169 158 108 93 64 80 773
Total rural infrastructure 140 177 211 111 107 27 0 773
Water and sanitation 36 61 101 84 80 0 0 362

Rural infrastructure 104 116 110 27 27 27 0 411
Digital infrastructure 84 64 55 40 39 39 0 320
Total agriculture and food processing infra 9 8 7 6 6 5 19 61
Agriculture infrastructure 8 8 7 6 6 5 14 54

Food processing industries 0 1 0 0 0 0 0 1

Food and public distribution 0 0 0 0 0 0 5 5

Social infrastructure 55 72 77 46 35 19 0 357
Higher education 13 18 23 19 17 5 23 118
School education 5 7 7 6 7 6 0 38
Health and family welfare 34 44 43 18 9 6 14 169
Sports 1 1 1 1 1 1 1 8
Tourism 2 2 3 2 1 1 0 24

Total industrial infra 17 41 43 34 23 10 139 307
Industries and internal trade 16 38 41 33 22 10 139 299

Steel 2 2 2 2 0 0 0 8
Grand Total 1,364 1,950 1,896 1,380 1,278 1,106 1,222 10,251

Source: Government documents, Edelweiss research
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Chart 3: Urban infra and railways share improved, power and digital infra’s fell
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Roads, urban infra & housing, railways, power (renewable and conventional) and irrigation
comprise ~80% of NIP.

While power still remains the biggest sector as far as share of investments is concerned, its
share has declined from 32% during FY08-19 to 22% now (including renewable and atomic
energy). Roads still remains the second biggest segment even as its share has increased
marginally from 18% to 19%.

Urban infra (now at 16%) and railways (now at 13%) have posted 3% increase in their share
compared to FY08-19.

The biggest decline has been in telecom/digital infra where the share of investments has
plunged from 13% to 3%; irrigation segment’s share has fallen marginally from 9% to 8%.

NIP is front-ended, though some slippage likely

Of the total ~INR102tn, year-wise phasing of ~INR12tn has not been provided. For the
balance ~INR9Otn, the first three years i.e., FY20-22 contribute bulk of investments at
~INR52tn; this amounts to ~60% of overall investments. However, there are chances of
some spillage to FY23-25.

The balance ~INR38bn investments accrue over FY23-25.
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Chart 4: FY21 and FY22 to witness peak of investments
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Source: Government documents, Edelweiss research
Note: Excludes the power sector and some states with phasing not provided
Note: Large states yet to provide adequate data are Gujarat, West Bengal, Rajasthan and Bihar

Chart 5: Public sector contributes bulk of investments
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Source: Government documents, Edelweiss research

Stressed balance sheets of the private sector means that the public sector is expected to
pick up bulk of the tab as far as infra investments in India are concerned.
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Chart 6: Significant quantum of projects already under implementation
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Note: Power sector data has no classification provided

NIP can be sub-divided as per implementation status of projects:

Significant quantum of projects at ~¥42% is already under implementation; these include
expressways, national gas grid and PMAY-G.

Projects under development at ~19% include urban infra, roads, and renewable energy.
Key projects include those in renewable energy under the 175GW by 2022 mission.

Around a third of the projects are at concept stage; key projects include renewable
energy beyond 2022 and river inter-linking projects.

The balance ~8% of projects belongs to the unclassified category; major sector here is
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Interesting inferences from sectoral anaylsis

The roads sector is likely to witness significant private sector participation. As far as
the railways are concerned, achieving the projected surge in investments in FY21 will
be a difficult task. Similarly, the almost 5x YoY jump in capex in renewable energy in
FY21 may be difficult to achieve. Considering negligible private sector participation,
achievements of targets in rural and urban infra segments will depend on government
funding.

Roads

In the roads sector, the NIP plans to achieve the following objectives:

e Improvement in total length of National Highways from ~0.13mn km to ~0.2mn km.

e Improvement in length of expressways from ~1,600km to ~20, 0000km.

e Improving share of private sector participation with asset ownership to tilt in favour of

financial institutions.

Chart 7: Investments to decline post FY21
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Source: Government documents, Edelweiss research

Major projects include the Delhi-Mumbai Expressway and Chennai-Bengaluru Expressway.
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Chart 8: Private sector contributes largest chunk of investments
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The well established PPP mode means that private sector participation is high in roads.

Chart 9: A third of the projects at conceptual stage
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Around a third of the projects are at conceptual stage.
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Railways
In the railways sector, the NIP plans to achieve the following objectives:
e Increase in share of railways in freight traffic from 33% to >40%.

e Healthy private sector participation with 30% of net cargo volumes and 500 passenger
trains privatized, 30% of 750 stations privatized and rolling stock to come from the
private sector.

e EDFC and WDFC fully operational with construction underway of planned DFCs:East-
West, North-South, East-coast and South-West.

e  Mumbai-Ahmadabad HSR to be operational; other identified HSRs at advanced stage of
implementation.

e 100% of existing railway network electrified.

In the railways sector, the NIP envisages a sharp jump in investments. We believe the
almost 2x YoY jump in capex in FY21 will be difficult to achieve.

Chart 10: Surge in investments post FY20
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Source: Government documents, Edelweiss research

Major projects include the Dedicated Freight Corridor and High Speed Rail.
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Chart 11: Bulk of funding to come from Center
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Private sector participation in railway projects is negligible as of now.

Chart 12: More than half of the projects already underway
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Considering the long gestation of railway projects, around 60% of the projects are already
under implementation.
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Power

In the power (conventional and renewable energy), the NIP plans to achieve the following
objectives:

e  Ensuring 24x7 clean and low cost power availability to all households, industry,
commercial businesses and agriculture.

e Increasing total capacity from 356GW to 619GW.

e  Reducing share of thermal power in favour of renewable power.
e  Substantial increase in per-capita electricity consumption.

e Lowering AT&C losses through increased PPP in discoms.

e  Smart metering to be implemented for all categories of customers.

Chart 13: FY20 and FY21 to witness peak of investments
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Note: Excludes the power sector from the MOP as phasing of data has not been provided

Major projects include the Dibang Hydel Power Project and HVDC Bipole Link Project
(transmission).
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Chart 14: States contribute largest chunk of investments
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Renewable energy

In the renewable sector, the NIP envisages a sharp jump in investments going ahead. We
believe the almost 5x YoY jump in capex in FY21 may be difficult to achieve.

Chart 15: Surge in investments post FY20
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The segment has a well-stocked pipeline through to FY25 because of 450GW target visibility.

Chart 16: Private sector to bear the entire burden of investments
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Source: Government documents, Edelweiss research

The well established PPP mode means that private sector participation is high in roads.
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Chart 17: Only a sixth of the projects already underway
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More than 80% of the projects are still at concept stage.
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Urban infra

In the urban infra sector, the NIP plans to achieve the following objectives:
e  Connecting ~100% of urban and rural households to piped-water supply.
e Most of the waste water treated and re-used in rural and urban areas.

e ~100% of municipal solid waste generated is treated with advanced scientific
techniques.

e Low proportion of population living in slums with implementation of PMAY.

e  Metro rail transit system to be available in >25 cities.

Chart 18: FY21 to witness the peak of investments
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Major projects include Surat Metro Rail, Kanpur metro, Affordable Housing and Jal Jeevan
Mission (Urban).

Chart 19: Bulk of the funding to come from states
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Private sector participation in urban infra projects is negligible as of now.

Chart 20: Around half of the projects already underway
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Around 46% of the projects are already under implementation.
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Rural infra

In the rural infra sector, the NIP plans to achieve the following objectives:
e 100% of rural population to have access to pucca houses with basic civic amenities.
e Under Jal Jeevan Mission, all rural households to have piped water supply by 2024.

e 100% of rural households to have access to individual household toilets.

Chart 21: FY22 to witness the peak of investments
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Major projects include Jal Jeevan Abhiyan (Rural), PMGSY and PMAY-G.

Chart 22: Bulk of the funding to come from Center
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Private sector participation in urban infra projects is nil as of now.
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Irrigation

In the irrigation sector, the NIP plans to achieve the following objectives:

e Higher irrigation coverage: Increasing the irrigated land to ~85mn hectares (~61% of
total) from ~68mn hectares (49% of total). Reduced dependence on rains to improve
farmers’ incomes and consumption levels.

e Microirrigation to cover 28% of total NIA, leading to efficient use of scarce water.

e  Priority links identified as per NPP to be taken up. River inter-linking to increase overall
area under irrigation, domestic and industrial water supply.

Chart 23: FY21 to witness the peak of investments
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Major projects include Ken-Betwa, Godavari-Cauvery river linking, Clean Ganga and
reservoir projects.

Chart 24: Bulk of the funding to come from states
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Private sector participation in irrigation projects is nil as of now.
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Chart 25: More than half of the projects at concept stage

Under
Implementation
34%
Atconceptual
stage
55%
Under
Development

11%

Source: Government documents, Edelweiss research

Around 55% of the projects are at concept stage.
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Challenges

We see two broad challenges in achieving the ambitious plans under NIP. These include:

Funding: at a time when economic growth is facing headwinds and liquidity is scarce,
fund availability is a major constraint for infra projects. How the government tackles
these issues and mobilizes resources — from its own budgetary resources, debt funding
from the banking system and equity funding from pension funds and other financial
institutions — will determine the success of NIP, in our view.

Table 2: Financing the NIP — central contribution

Particulars (INR tn)

FY19 (RE) FY20 (BE) FY21P FY22P FY23P FY24p FY25P

Total capital outlay by Centre (infra) A 3.5 3.8 4.6 5.6 6.8 8.2 10.0
Budgetary support (infra) B 14 1.5 1.9 2.3 2.7 33 4.0
C=B/A (%) 393 40.6 40.6 40.5 40.5 40.6 40.5
Budgetary support/GDP (D = B/E) (%) 0.7 0.7 0.8 0.9 1.0 1.0 1.1
Incremental budgetary support/GDP vs FY20 (%) 0.1 0.1 0.2 0.3 0.4

GDP in INR tn (E)
Nominal GDP growth (%)

190.1 205.4 227.0 2543 286.4 3233 365.5
8.0 10.5 12.0 12.6 12.9 131

23

Source: Government documents, Edelweiss research

The government’s own assumptions towards budgetary support for infra projects is
contingent on: (a) increase in budgetary support (as % of GDP) from 0.73% in FY19 to
1.11% in FY25; and (b) improvement in nominal GDP growth rate to ~12.5% over FY22-25.

Co-ordination between various stake holders and capacity building amongst
government departments: As highlighted earlier, achieving a 2x YoY jump in railway
capex and 5x YoY jump in renewable energy capex in FY21 is a difficult tasks. This will
require substantial efforts by the government towards the entire value chain of infra
projects — conceptualization, project preparation, biddings, clearances, financing and
development. This will require immense coordination between various stake holders.
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Conclusion

At a time when muted economic growth and sluggish infra spending have cast a pall of
gloom over infra companies, the NIP is a much needed saviour to change the narrative on
infra investments in India. While the intent is right, the government now needs to focus
attention on towards resource mobilisation, efficient execution and enhancing coordination
between various stakeholders.

Potential beneficiaries of this opportunity include KNR Constructions (BUY), PNC

Infratech (BUY), NCC (BUY), Ashoka Buildcon (BUY), Sadbhav Engineering (BUY),
Ahluwalia Contracts (BUY) and Capacit’e Infra (BUY).
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available on www.edelweissfin.com) are organized around five broad business groups — Credit including Housing and SME
Finance, Commodities, Financial Markets, Asset Management and Life Insurance.

This Report has been prepared by Edelweiss Securities Limited in the capacity of a Research Analyst having SEBI Registration
No.INH200000121 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Securities as
defined in clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency
Derivatives. The information contained herein is from publicly available data or other sources believed to be reliable. This report 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 report should make such investigation as it
deems necessary to arrive at an independent evaluation of an investment in Securities 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.

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 ESL and associates / group companies to any registration or licensing
requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons
in whose possession this report comes, should observe, any such restrictions. The information given in this report 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. ESL reserves the right to make modifications and alterations to this statement as
may be required from time to time. ESL or any of its associates / group companies 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. ESL is committed
to providing independent and transparent recommendation to its clients. Neither ESL nor any of its associates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential
including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary
trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. Past performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in
this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in
the report. The information provided in these reports remains, unless otherwise stated, the copyright of ESL. All layout, design,
original artwork, concepts and other Intellectual Properties, remains the property and copyright of ESL and may not be used in
any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.

ESL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including
network (Internet) reasons or snags in the system, break down of the system or any other equipment, server breakdown,
maintenance shutdown, breakdown of communication services or inability of the ESL to present the data. In no event shall ESL be
liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or
expenses arising in connection with the data presented by the ESL through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of
their receiving this report.

ESL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the Securities, 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
subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other
potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of
publication of research report or at the time of public appearance. ESL may have proprietary long/short position in the above
mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and do not
consider risk appetite or investment objective of any particular investor; readers are requested to take independent professional
advice before investing. This should not be construed as invitation or solicitation to do business with ESL.
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ESL or its associates may have received compensation from the subject company in the past 12 months. ESL or its associates may
have managed or co-managed public offering of securities for the subject company in the past 12 months. ESL or its associates
may have received compensation for investment banking or merchant banking or brokerage services from the subject company in
the past 12 months. ESL or its associates may have received any compensation for products or services other than investment
banking or merchant banking or brokerage services from the subject company in the past 12 months. ESL or its associates have
not received any compensation or other benefits from the Subject Company or third party in connection with the research report.
Research analyst or his/her relative or ESL’s associates may have financial interest in the subject company. ESL and/or its Group
Companies, their Directors, affiliates and/or employees may have interests/ positions, financial or otherwise in the
Securities/Currencies and other investment products mentioned in this report. ESL, its associates, research analyst and his/her
relative may have other potential/material conflict of interest with respect to any recommendation and related information and
opinions at the time of publication of research report or at the time of public appearance.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange
rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by numerous market
factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in
interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the
value of the currency. Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of
an underlying security, effectively assume currency risk.

Research analyst has served as an officer, director or employee of subject Company: No
ESL has financial interest in the subject companies: No

ESL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of research report.

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of
the month immediately preceding the date of publication of research report: No

ESL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of publication of research report: No

Subject company may have been client during twelve months preceding the date of distribution of the research report.

There were no instances of non-compliance by ESL on any matter related to the capital markets, resulting in significant and
material disciplinary action during the last three years except that ESL had submitted an offer of settlement with Securities and
Exchange commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in relation to
their charges of non registration as a broker dealer.

A graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification:

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.

Additional Disclaimers

Disclaimer for U.S. Persons

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has
prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required
to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public
appearances and trading securities held by a research analyst account.

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule
15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and
Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as
specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied,
duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.
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In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC
in order to conduct certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an
agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in
this research report should be effected through Edelweiss Financial Services Inc.

Disclaimer for U.K. Persons

The contents of this research report have not been approved by an authorised person within the meaning of the Financial
Services and Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the
“Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated
associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being
referred to as “relevant persons”).

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment
activity to which this research report relates is available only to relevant persons and will be engaged in only with relevant
persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This
research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other
person.

Disclaimer for Canadian Persons

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have
prepared the research report. The research analysts preparing the research report are resident outside the Canada and are not
associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by
a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario
Securities Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of
Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research
analysts' business or relationship with a subject company or trading of securities by a research analyst.

This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103"))
who are resident in the Province of Ontario, Canada (an "Ontario Permitted Client"). If the recipient of this report is not an
Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the report to
the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person.

ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain
international advisers and/or dealers. Please be advised that (i) ESL is not registered in the Province of Ontario to trade in
securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) ESL's head office or
principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv)
there may be difficulty enforcing legal rights against ESL because of the above; and (v) the name and address of the ESL's agent for
service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada.

Disclaimer for Singapore Persons

In Singapore, this report is being distributed by Edelweiss Investment Advisors Private Limited ("EIAPL") (Co. Reg. No.
201016306H) which is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to
persons who qualify as "institutional investors" or "accredited investors" as defined in section 4A(1) of the Securities and Futures
Act, Chapter 289 of Singapore ("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers Regulations ("FAR"),
sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to EIAPL when providing any
financial advisory services to an accredited investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact
EIAPL in respect of any matter arising from, or in connection with this publication/communication. This report is not suitable for
private investors.

Copyright 2009 Edelweiss Research (Edelweiss Securities Ltd). All rights reserved

Access the entire repository of Edelweiss Research on www.edelresearch.com
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