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The notable feature of Q4FY20 results of Aarti Industries (AIL) is the
termination of a large contract—annual revenue of INR4bn for ten years
(40% EBITDA margin)—by a customer. This may affect medium-term
profitability, but we do not see it as having major impact on AlL’s growth
visibility. On the contrary, AIL may use this as an opportunity to forward-
integrate into Al (active ingredient) manufacturing driven by its technical
capability as well as strong tie-ups with customers. The compensation of
USD120-130mn will defend our FY21/22 estimates; moreover, it
provides a windfall of INR5-6bn, which could be utilised for additional
capex. Keeping our estimates unchanged and not factoring in cash flows
on account of termination, we believe the recent correction in the stock
is an opportunity; we reiterate ‘BUY’ with a TP of INR1088 (25xFY22 EPS).
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Benefits from termination? Forward integration and windfall &
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Since AlL is likely to receive a compensation of USD120-130mn from the customer Inaex Stock naex
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impact profitability for the next two years. We believe the cash flows thus received are ST (24.) il 15
higher than the expected NPV (post tax cash profit for ten years) and that the windfall
. oo . . - . 12 months (24.6) 7.3 32.0
of “INR5bn in FY23 is likely to be used for future capex. AIL will continue to utilise this
asset and may exploit this opportunity to forward-integrate into manufacturing Al.
Outlook and valuation: correction is opportunity; maintain ‘BUY’
We continue to repose our faith in AIL’s chemical manufacturing capability. Hence, we
believe the correction in the stock offers an investment opportunity; we reiterate
‘BUY’ with a TP of INR1088 (25xFY22 PE). The stock is trading at 19.5xFY22E EPS.
Financials (INR mn)
Year to March FY19 FY20 FY21E FY22E
Net revenue 47,055 46,207 42,087 52,121 Rohan Gupta
+91 22 4040 7416
EBITDA 9,651 9,773 10,913 14,199 rohan gupta@edelweissfin.com
Adjusted Profit 4,917 5,361 5,379 7,527
Diluted EPS (INR) 28.4 30.9 31.0 Ry | -nehalsiieja
. +91 22 4040 7417
Diluted P/E (X) 30.6 28.1 28.0 20.0 sneha.talreja@edelweissfin.com
EV/EBITDA (x) 17.4 17.1 15.6 11.5
ROAE (%) 23.1 18.9 16.9 20.4  june 15,2020
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Conference call: Key highlights

AIL to evaluate various opportunities for plant asset utilisation
AIL has multiple options to use this plant:

e  For the next two years, there is still a contractual arrangement to manufacture this
product and supply it to the customer. However, the customer has an option to not
take delivery, but it will have to compensate USD20mn EBITDA each for FY21 and FY22.

e  On termination after two years, AlL will have the option to sell this intermediate in the
open market. Since there are many global manufacturers for this Al, AlL is confident of
ramping up plant utilisation and find customers for this intermediate. However,
profitability may be lower than the current contract.

e AlL is exploring forward integration opportunity to get into manufacturing of Al by
utilising this intermediate. AIL has adequate capability and customer connect to
manufacture Al. With low cost manufacturing capability, we believe that AIL will be
able to garner market share in this product.

e |f there is no demand for this product, AIL has an option to use these assets for
manufacturing other chemicals with modification to the plant.

Windfall of INR5—-6bn to be used for future capex

AlL is likely to use final compensation of USD80mn due in Q1FY23 towards additional capex.
Given strong growth opportunity in chemical manufacturing, this additional cash flow would
help AIL drive future growth. AIL will receive USD20mn in FY21 and USD20mn in FY22 as in
lieu of supplies to this customer.

Dicamba global demand remains strong

AlL is of the view that recent re-registration issues faced by Dicamba for particular uses are
unlikely to have overall impact on demand for this molecule globally. Overall uses of
Dicambais likely to remain stable. This is important as the Al for which AIL was making the
intermediate is Al for Dicamba. There were concerns that demand for Al may also come
down with the fall in demand for Dicamba, and that AIL’s contract with its global customer
may come under question. Now, with this contract terminated, this risk has been put to rest
once and for all. AIL will now be able to sell the product to other customers globally or may
utilise this plant for making other chemicals.
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Company Description

AIL incorporated in 1975, is a well-diversified chemicals company headquartered in
Mumbai. It is one of the largest producers of Benzene-based basic and intermediate
chemicals in India and manufactures 125 products with chemistry of benzene, aniline,
sulphuric acid, toluene and methanol. AIL is one of the leading global suppliers of dyes,
pigments, agrochemicals, pharmaceuticals and rubber chemicals. Benzene accounts for
~60% of the company’s revenues, while aniline and sulphuric acid compounds contribute
~12% to revenues. With start of the Dahej facility, AIL will also enter toluene chemistry.
AIl's manufacturing units are located in Gujarat and Maharashtra. It has three different
business segments:

e Specialty chemicals — largest manufacturer of specialized pigment & paint
Intermediates in India and leading player globally. Also, manufactures intermediates for
agrochemicals and produces Single Super Phosphate fertilizer. Earlier part of two
segments

1. Performance chemicals - accounts for ~65% of total revenues
2. Agri-intermediates & Fertilizers segment - accounts for ~20% of total revenues
e (2) Pharmaceuticals - has backward integrated facilities for most APIs

e (3) Home & personal care — currently at low margins, AlL plans to alter mix and explore
new markets

Investment Theme

Integrated, flexible, diversified operations: Superior R&D, process flexibility and integration
operations equips AlL to offer more than 125 products with applications and customer base
across multiple industries.

Cost competitiveness: Backward and forward integration and commercial viability of by-
products enables AlL to enjoy cost competitiveness.

Preferred supplier for global customers, MNCs: AIL is a preferred supplier for global
customers, as exports contribute ~50% to revenue with incremental capex on anvil to
enhance standing in the export market.

Key Risks

Benzene Prices: AlL’s passes on the cost changes with one quarter lag to customers, any
increase in Benzene prices may lead to lower earnings temporarily. We however see lower
risks over a longer period as the same is passed on to customers.

Environmental Regulations: Environment regulations in India are becoming stringent and
there are risks of further tightening of these laws, which will lead to increased costs for
chemical companies. Aarti has invested in having zero-discharge facilities for Jhagadia and a
unit in Vapi.
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Financial Statements

Key Assumptions

Year to March FY19 FY20 FY21E  FY22E
Macro

GDP(Y-0-Y %) 6.1 4.8 - 6.0
Inflation (Avg) 3.4 4.3 3.5 4.0
Repo rate (exit rate) 6.3 4.4 3.0 4.0
USD/INR (Avg) 70.0 70.7 75.0 73.0
Company

Financial assumptions

Spec chem rev gwth(%) 33.3 (2.9) (20.0) 10.0
Pharma chem rev gwth(%) 30.5 4.1 18.0 10.0
Spec chem EBIT margin(%) 20.6 21.1 24.5 24.7
Pharma EBIT margin(%) 15.5 18.2 21.0 21.0
Interest(% of Avg loans) 7.1 - 8.5 7.9
Tax rate (%) 18.9 19.1 19.0 19.0
Capex (INR mn) 6,702 11,305 14,000 7,000
Trade payables days 74.4 181.4 75.0 75.0
Inventory days 104.5 122.5 120.0 100.0
Receivables days 60.2 59.5 70.0 60.0

Income statement (INR mn)
Year to March FY19 FY20 FY21E FY22E
Net revenue 47,055 46,207 42,087 52,121
Cost of mat. Consumed 26,946 24,907 20,202 26,061
Employee costs 2,428 3,052 3,510 4,212
Other Expenses 8,030 8,474 7,463 7,649
Total operating expenses 37,404 36,434 31,175 37,922
EBITDA 9,651 9,773 10,913 14,199
Depreciation 1,627 1,852 2,402 2,948
EBIT 8,024 7,921 8,511 11,251
Less: Interest Expense 1,825 1,248 1,793 1,859
Add: Other income 21.00 88.4 75.00 75.00
Profit Before Tax 6,220 6,762 6,792 9,466
Less: Provision for Tax 1,178 1,294 1,291 1,799
Less: Minority Interest 124 107 123 141
Reported Profit 4,917 5,361 5,379 7,527
Adjusted Profit 4,917 5,361 5,379 7,527
Shares o /s (mn) 173 173 173 173
Basic EPS (INR) 28.4 30.9 31.0 43.4
Diluted shares o/s (mn) 173 173 173 173
Adj. Diluted EPS (INR) 28.4 30.9 31.0 43.4
Adjusted Cash EPS 38.5 42.2 45.6 61.2
Dividend per share (DPS) 5.0 5.0 8.0 8.0
Dividend Payout Ratio(%) 21.3 19.6 31.2 22.3
Common size metrics

Year to March FY19 FY20 FY21E FY22E
Cost of revenues 57.3 53.9 48.0 50.0
EBITDA margins 20.5 21.2 25.9 27.2
EBIT margins 17.1 17.1 20.2 21.6
Net Profit margins 10.7 11.8 13.1 14.7
Growth ratios (%)

Year to March FY19 FY20 FY21E FY22E
Revenues 23.6 (1.8) (8.9) 23.8
EBITDA 38.0 1.3 11.7 30.1
EBIT 45.1 (1.3) 7.4 32.2
PBT 45.0 8.7 0.5 39.4
Adjusted Profit 47.7 9.0 0.3 39.9
EPS 38.5 9.0 0.3 39.9
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Balance sheet (INR mn) Cash flow metrics
As on 31st March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Share capital 433 871 871 871 Operating cash flow 7,298 15,152 10,774 17,474
Reserves & Surplus 25,872 28,917 32,618 38,466 Financing cash flow 6,959  (9,470) 529  (3,537)
Shareholders' funds 26,306 29,788 33,489 39,338 Investing cash flow (6,537) (11,251) (9,749) (6,925)
Minority Interest 840 946 1,069 1,210 Net cash Flow 7,721 (5,569) 1,555 7,012
Long term borrowings 8,148 5,808 5,808 5,808 Capex (6,698) (11,301) (9,824)  (7,000)
Short term borrowings 15,863 12,297 16,297 16,297 Dividend paid (1,049) (1,049) (1,678) (1,678)
Total Borrowings 24,011 18,105 22,105 22,105
Long Term Liabilities 2,032 5,509 5,509 5,509 Profitability and efficiency ratios
Def. Tax Liability (net) 1,930 2,110 2,348 2,679 Year to March FY19 FY20 FY21E FY22E
Sources of funds 55,118 56,458 64,520 70,841 ROAE (%) 23.1 18.9 16.9 20.4
Tangible assets 21,454 24,676 36,273 40,325 ROACE (%) 18.2 16.0 16.3 19.0
Intangible Assets 13 9 9 9 Inventory Days 103 118 144 78
CWIP (incl. intangible) 7,946 14,176 10,000 10,000 Debtors Days 55 60 68 58
Non current investments 332 370 370 370 Payable Days 43 46 69 67
Cash and Equivalents 8,042 2,473 4,028 11,039 Cash Conversion Cycle 115 132 143 70
Inventories 7,718 8,357 7,605 3,570 Current Ratio 8.3 3.5 3.4 33
Sundry Debtors 7,760 7,534 8,072 8,568 Gross Debt/EBITDA 2.5 1.9 2.0 1.6
Loans & Advances 4,971 5,402 5,402 5,402 Gross Debt/Equity 0.9 0.6 0.6 0.5
Other Current Assets 344 328 328 328 Adjusted Debt/Equity 0.9 0.6 0.7 0.6
Current Assets (ex cash) 20,793 21,621 21,406 17,867 Net Debt/Equity 0.6 0.5 0.5 0.3
Trade payable 2,793 3,452 4,151 5,355 Interest Coverage Ratio 4.4 6.3 4.7 6.1
Other Current Liab 668 3,415 3,415 3,415
Total Current Liab 3,461 6,867 7,566 8,770 Operating ratios
Net Curr Assets-ex cash 17,332 14,754 13,839 9,097 Year to March FY19 FY20 FY21E FY22E
Uses of funds 55,118 56,458 64,520 70,841 Total Asset Turnover 1.0 0.8 0.7 0.8
BVPS (INR) 151.8 171.8 193.2 226.9 Fixed Asset Turnover 2.3 2.0 1.4 1.4
Equity Turnover 2.2 1.6 13 1.4
Free cash flow (INR mn)
Year to March FY19 FY20 FY21E FY22E Valuation parameters
Reported Profit 4,917 5,361 5,379 7,527 Year to March FY19 FY20 FY21E FY22E
Add: Depreciation 1,627 1,852 2,402 2,948 Adj. Diluted EPS (INR) 28.4 30.9 31.0 43.4
Interest (Net of Tax) 1,480 1,009 1,452 1,506 Y-o0-Y growth (%) 38.5 9.0 0.3 39.9
Others 552 873 626 751  Adjusted Cash EPS (INR) 38.5 42.2 45.6 61.2
Gross cash flow 7,298 15,152 10,774 17,474 Diluted P/E (x) 30.6 28.1 28.0 20.0
Less: Changes in WC 1,278 (6,057) (914) (4,742) P/B (x) 5.7 5.1 4.5 3.8
Less: Capex 6,698 11,301 9,824 7,000 EV / Sales (x) 3.5 3.6 4.0 31
Free Cash Flow 600 3,851 951 10,474 EV / EBITDA (x) 17.4 17.1 15.6 11.5
Dividend Yield (%) 0.6 0.6 0.9 0.9
EV 167,005 166,775 169,343 162,473
Peer comparison valuation
Market cap Diluted P/E (X) EV / EBITDA (X) ROAE (%)
Name (USD mn) FY21E FY22E FY21E FY22E FY21E FY22E
Aarti Industries 150,708,000 28.0 20.0 15.6 11.5 16.9 20.4
Fine Organic Industries Ltd 60,305,107 33.6 26.0 21.8 17.1 26.3 28.2
Galaxy Surfactants Ltd 46,785,138 23.0 21.3 13.7 12.2 21.2 19.4
SRF 207,504,396 29.4 21.9 14.8 12.0 13.5 15.8
Median - 28.7 21.6 15.2 12.1 19.0 19.9
AVERAGE - 28.5 22.3 16.5 13.2 19.5 20.9
Source: Edelweiss research
s
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Additional Data

Directors Data

Chandrakant V. Gogri Chairman Emeritus Rajendra V. Gogri Chairman & Managing Director
Rashesh C. Gogri Vice Chairman & Managing Director Shantilal T. Shah Vice Chairman

Parimal H. Desai Whole Time Director Manoj M. Chheda Whole Time Director

Hetal Gogri Gala Whole Time Director Renil R. Gogri Whole Time Director

Kirit R. Mehta Whole Time Director Ramdas M. Gandhi Independent Director
Laxmichand K. Jain Independent Director Vijay H. Patil Independent Director

K.V.S. Shyam Sunder Independent Director P.A. Sethi Independent Director

Bhavesh R. Vora Independent Director Prof. Ganapati D. Yadav Independent Director

Priti P. Savla Independent Director

Auditors - Gokhale & Sathe

Holding — Top10

Perc. Holding Perc. Holding
HDFC Asset management 7.94 L&T Mutual Fund 1.62
Axis AMC 1.61 DSP Investment Managers 0.95
Franklin Templeton Asset Management 0.86 Sundaram mutual fund 0.81
Vanguard Group Inc/The 0.63 Dimensional Fund Advisors 0.58
Morgan Stanley 0.54 Blackrock 0.36

*as per last available data

Bulk Deals
Data Acquired / Seller B/S Qty Traded Price

No Data Available

*as per last available data

Insider Trades

Reporting Data Acquired / Seller B/S Qty Traded
03 Jul 2019 Chandrakant Vallabhaji Gogri Sell 121000.00

25 Jun 2019 Chandrakant Vallabhaji Gogri Sell 16500.00

18 Jun 2019 Nikhil Holdings Private Limited Sell 40000.00

*as per last available data
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Coverage group(s) of stocks by primary analyst(s): Midcap Chemicals

Aarti Industries, Fine Organic Industries Ltd, Galaxy Surfactants Ltd, Solar Industries, SRF

Recent Research

Date Company Title Price (INR) Recos
26-May-20 Aarti Weak show, but sector 1,010 Buy
Industries  tailwind intact;
Result Update
14-Feb-20 Fine

Commissioning of new plant 2,228 Hold
Organics  drags profitability;

Result Update
13-Feb-20 Aarti Growth visibility to continue 971 Buy
Industries  to drive valuations;
Result Update
Distribution of Ratings / Market Cap
Edelweiss Research Coverage Universe Rating Interpretation
Buy Hold Reduce Total Rating Expected to
Rating Distribution* 161 67 11 240 Buy appreciate more than 15% over a 12-month period
* 1stocks under review
Hold appreciate up to 15% over a 12-month period
> 50bn Between 10bn and 50 bn < 10bn
Reduce depreciate more than 5% over a 12-month period
Market Cap (INR) 156 62 11
One year price chart
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DISCLAIMER

Edelweiss Securities Limited (“ESL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is
licensed to carry on the business of broking, depository services and related activities. The business of ESL and its Associates (list
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.

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.
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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.

Disclaimer for Hong Kong persons

This report is distributed in Hong Kong by Edelweiss Securities (Hong Kong) Private Limited (ESHK), a licensed corporation (BOM -874)
licensed and regulated by the Hong Kong Securities and Futures Commission (SFC) pursuant to Section 116(1) of the Securities and
Futures Ordinance “SFO”. This report is intended for distribution only to “Professional Investors” as defined in Part | of Schedule 1 to
SFO. Any investment or investment activity to which this document relates is only available to professional investor and will be engaged
only with professional investors.” Nothing here is an offer or solicitation of these securities, products and services in any jurisdiction
where their offer or sale is not qualified or exempt from registration. The report also does not constitute a personal recommendation or
take into account the particular investment objectives, financial situations, or needs of any individual recipients. The Indian Analyst(s)
who compile this report is/are not located in Hong Kong and is/are not licensed to carry on regulated activities in Hong Kong and does
not / do not hold themselves out as being able to do so.
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