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Institutional Equities Strategy

Market

(C)Rude awakening. The risks to India’s macro have increased with the OPEC+'s
decision (so far) to maintain oil production despite a likely curtailment of a significant
portion of oil exports from Iran over the next few weeks. We hope that the US can
influence OPEC+ to increase oil production to rebalance global oil markets. The recent
ructions in India’s bond and equity markets appear to be under control but bond yields
and INR may stay under pressure on a weaker macro.

Crude awakening—nhigher oil prices likely without Iran oil exports

India’s external challenges (high CAD and large BoP deficit in FY2019) may increase further if oil
prices were to spike US$10-15/bbl on possible large imbalance in global oil markets led by likely
further cut in Iran oil exports (possibly around 1 mn b/d versus August 2018 level of 1.9 mn b/d;
see Exhibit 1). We doubt current importers such as Europe, India, Japan and South Korea (other
than China) would defy US sanctions; they are among the biggest importers of Iran oil currently
(see Exhibit 2). In fact, India has already reduced oil imports from Iran significantly in August
2018 and has not placed any contracts for November 2018 as per press reports.

Rude awakening—more of it if oil prices spike

India may go through an extended period of weak macro in the form of high/higher CAD and
high/higher bond yields and interest rates, led largely by high global crude oil prices. Weak
global sentiment may curtail FPI debt and equity flows leading to a large BoP deficit and its
related pressure on reserve money, external debt among others. The equity market only partly
reflects the deterioration in the macro given its still-rich valuations and is certainly not factoring
in a US$10-20/bbl spike in oil prices. We doubt the equity market will perform against this
backdrop, especially as overall market valuations are still on the higher side relative to (1) history
(see Exhibit 3), (2) bond yields (see Exhibit 4) and (3) other markets (see Exhibit 5) and so are the
valuations of the ‘growth’ stocks (see Exhibit 6).

Few hiding places other than cash and bonds (risk of higher yields versus some interest income)

We do not find much value in the ‘growth’/'quality’ stocks despite the recent correction in
many such stocks. In most cases, valuations are well above our comfort levels and current stock
prices still discounting FY2020E EPS/BV fully or even FY2021E EPS/BV in certain cases (see
Exhibit 7). Certain ‘value’ stocks have held up better in the recent market correction resulting in
some convergence of multiples between ‘growth’ and ‘value’ stocks, as discussed in our
1QFY19 results review report (Slow Boil, August 14, 2018).

Making the best of a bad situation

In our view, IT and commodity stocks offer better reward-risk balance versus pharmaceutical
stocks for investors looking to ‘hedge’ their portfolios against possible further deterioration in
India’s macro and INR depreciation. We doubt global demand of basic commodities (aluminum,
plastics) will be impacted meaningfully despite higher import tariffs being imposed by China
and the US on each other’s exports; presumably people will still drink beer and drive cars
(though hopefully not at the same time). Exhibit 8 gives the sensitivity of FY2019E and FY2020E
EPS to 5% depreciation in the INR versus our base-case assumptions.
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Changes to recommended large-cap. and mid-cap. portfolios
We stick to our stance of favoring stocks that offer (1) the most palatable valuations among
the large-cap. ‘growth’ stocks or (2) large value among ‘value’ stocks on a bottom-up basis.
We remove BOB (our thesis of recovery in NPL cycle has been undone by the government’s
restructuring plan for the PSU banks) from the large-cap. Model Portfolio and distribute the
small weight of 150 bps to ICICI Prudential Life and Indusind Bank equally (see Exhibit 9).
We add Balkrishna Tyres (BIL), Cholamandalam Finance (CIFC) and Jubilant Foodworks (JUBI)
to our recommended mid-cap. Model Portfolio (see Exhibit 10). We have struggled with
p 99
valuations of mid-caps. stocks for a while and only introduced a mid-cap. portfolio in end-
June 2018 after the first round of severe price correction in the mid-cap. stocks. In hindsight,
we could have waited for a few more months and watched the spectacle for free for some
more time from the sidelines.
Exhibit 1: Iran’s oil exports have declined over the past few months but still stood at a meaningful
1.9 mn b/d in August 2018
Monthly production of and exports from Iran, calendar year-ends, 2015-18 (mn b/d)
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Exhibit 2: China, Europe, India, Japan and South Korea account for the bulk of Iran's oil exports
Trend of monthly imports of crude oil from Iran, calendar year-ends, 2017-18 (mn b/d)
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Exhibit 3: Valuation of the Indian market is quite high versus historical averages despite the recent

market correction
12-m rolling forward PE of Nifty-50 Index, March fiscal year-ends, 2004-19 (X)
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Source: Bloomberg, Companies, Kotak Institutional Equities estimates

Exhibit 4: Earnings yields have been broadly stable over the past few months despite a sharp increase

in bond yields
Nifty earnings yield and bond yield, March fiscal year-ends, 2004-19 (%)

Yield gap (%) Earnings yields (%) India 10-y G-Sec yields (%)
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Source: Bloomberg, Kotak Institutional Equities estimates
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Exhibit 5: The Indian market trades at a large premium to most other EMs

P/E, earnings growth, P/B of global indices, calendar year-ends, 2017-19E

Index

IBOV Index
CAC Index
DAX Index

HSI Index

Nifty Index

JCI index

NKY Index
KOSPI Index
FBMKLCI Index
MEXBOL Index
PCOMP Index
SHCOMP Index
FSSTI Index
TWSE Index
SET Index
UKX Index
SPX Index
MXEF INDEX
MXMS INDEX

Notes:

(a) Data for India is as per KIE estimates.

Brazil
France
Germany
Hong Kong
India
Indonesia
Japan
Korea
Malaysia
Mexico
Philippines
Shanghai
Singapore
Taiwan
Thailand
UK

USA

EM

EM Asia

Earnings growth (%)

2017
5.3
17.6
22.4
34.0

(2.1)
18.2
47.0
28.2
6.3
28.0
9.7
6.1
26.6
11.2
5.1
107.3
9.0
20.6
23.8

2018E
41.7
12.1
2.6
0.8
19.4
12.4
2.9
10.2
(1.0)
15.3
11.2
19.2
(19.6)
5.6
1.7
(0.4)
30.1
10.5
9.9

2019E

15.9
9.4
11.6
11.1
23.9
13.0
12.2
2.3
7.3
14.8
13.0
13.3
8.0
4.8
9.4
7.8
10.3
10.2
10.2

2017
15.9
16.5
13.8
11.5
24.7
16.9
17.4
9.8
17.2
19.5
18.8
13.2
10.6
14.7
16.4
13.4
23.5
13.1
13.4

(b) 2017 column refers FY2018 for India. For other countries, numbers are on CY basis.

Source: Bloomberg, Kotak Institutional Equities estimates

P/E (X)

2018E

11.2
14.7
13.4
11.4
21.1
15.0
16.9

8.9
17.4
16.9
16.9
1.1
13.1
13.9
16.1
13.5
18.1
11.8
12.2

2019E

9.7
13.5
12.0
10.2
16.5
13.3
15.0

8.7
16.2
14.7
14.9

9.8
12.2
13.3
14.7
12.5
16.4
10.7
11.0

2017

1.8
1.7
1.7
1.3
3.0
2.3
1.9
1.0
1.8
2.5
2.1
1.5
1.1
1.8
2.0
1.8
3.6
1.6
1.6

P/B (X)
2018E
1.6
1.6
1.6
1.3
2.7
2.3
1.8
1.0
1.8
2.3
1.9
1.2
1.1
1.8
2.0
1.8
3.4
1.6
1.6

2019E
1.4
1.5
1.5
1.2
2.5
2.1
1.7
0.9
1.7
2.1
1.7
1.1
1.1
1.7
1.9
1.7
3.1
1.4
1.4
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Exhibit 6: Most ‘growth’ stocks in our universe have seen some de-rating of late but still trade at high multiples
12-m forward PE multiple and earnings growth of growth stocks in KIE universe, March fiscal year-ends, 2011-20

Company

Bharat Forge

Hero Motocorp
Eicher Motors
Maruti Suzuki

Bajaj Finance
Cholamandalam
HDFC Bank
Indusind Bank

Yes Bank

ACC

Ambuja Cements
Shree Cement
UltraTech Cement
Asian Paints
Colgate-Palmolive (India)
Dabur India
Glaxosmithkline Consumer
Hindustan Unilever
Jubilant Foodworks
Marico

Nestle India

Page Industries
United Breweries
United Spirits

ABB

BHEL

L&T

Siemens

Thermax

Cipla

Dr Reddy's Laboratories
Lupin

Sun Pharmaceuticals

Sector
Automobiles
Automobiles
Automobiles
Automobiles
Banks/NBFCs
Banks/NBFCs
Banks/NBFCs
Banks/NBFCs
Banks/NBFCs
Cement

Cement

Cement

Cement

Consumer Products
Consumer Products
Consumer Products
Consumer Products
Consumer Products
Consumer Products
Consumer Products
Consumer Products
Consumer Products
Consumer Products
Consumer Products
Industrials
Industrials
Industrials
Industrials
Industrials
Pharmaceuticals
Pharmaceuticals
Pharmaceuticals
Pharmaceuticals

Mar-11
18
14
15
14

1.6
1.6
3.8
2.8
2.3
21
19
NA
14
26
23
25
30
25
37
25
35
24
47
22
25
15
20
35
17
20
23
19
22

Source: Companies, Kotak Institutional Equities estimates

Mar-12

16
16
14
15
1.4
1.6
3.5
2.8
2.2
22
20
29
17
30
29
24
31
29
49
26
33
26
54
14
32
10
18
30
14
17
16
19
22

Mar-13

15
15
16
15
1.5
1.8
3.5
2.5
2.0
14
13
14
15
35
28
26
35
28
38
28
36
26
58
29
35
8
17
22
17
19
16
21
23

12-m forward PB/PE multiple (X)

Mar-14

19
17
25
17
1.9
1.6
3.5
2.6
1.7
24
21
21
26
37
33
29
29
32
39
24
38
35
68
56
35
19
22
41
23
20
18
21
22

Mar-15

31
17
70
S
3.5
2.6
3.6
3.8
2.5
23
27
52
28
39
40
34
37
41
58
33
42
61
74
58
86
21
31
69
33
30
25
32
30

Mar-16

24
17
33
19

4.2

2.8

3.2

2.9

2.2
22
26
39
30

40
34
31
31
40
53
35
46
45
55
68
56
23
23
53
31
19
24
22
26

Mar-17
29
16
33
20

5.6
3.2
3.8
3.7
3.1
39
33
32
32
49
38
35
30
41
53
42
63
47
55
46
44
27
20
47
31
22
22
20
21

Mar-18
35
20
36
32

6.5
4.8
4.0
4.6
2.9
30
31
37
42
52
43
42
38
56
77
49
63
75
65
79
63
31
23
41
41
25
32
24
43

Current
25
16
23
24

6.2
3.0
3.5
3.4
1.7
24
24
33
28
43
37
45
34
52
43
45
53
71
61
45
52
16
20
29
29
25
25
27
32
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Exhibit 7: Value still not visible in the ‘growth’/'quality’ stocks despite the recent correction in many such stocks
Valuation summary of Nifty-50 Index stocks, March fiscal year-ends, 2019-21E

P/E (X) EV/EBITDA (X) Price Target price Upside Performance

2019E 2020E 2021E 2019E 2020E 2021E (Rs) (Rs) (%) 1-mo 3-mo 1-Year YTD
Ultratech Cement 323 251 20.2 16.9 14.0 11.6 4,068 2,950 (27) (6) 6 4 (6)
Reliance Industries 18.0 16.0 14.3 12.1 10.3 8.8 1,251 985 (21) (2) 28 53 36
Dr Reddy's Laboratories 29.3 221 18.5 14.7 10.5 8.8 2,601 2,150 17) 6 15 10 8
Sun Pharmaceuticals 39.2 27.0 22.2 21.2 15.3 12.7 640 540 (16) 2 12 26 12
Bajaj Finance 34.1 25.8 20.3 — — — 2,316 2,000 (14) (21) (2) 26 32
Yes Bank 12.8 11.5 9.0 — — — 224 200 1) (40) (33) (38) (29)
Lupin 32.9 22.8 17.9 15.4 1.1 9.0 892 800 (10) (2) Q)] 1) 1
TCS 25.4 22.8 21.2 18.7 16.8 15.6 2,142 1,950 9) 5 16 73 59
UPL 14.3 12.7 11.6 9.6 8.2 7.1 698 660 (5) 7 9 (10) 9)
Eicher Motors 253 21.3 19.3 18.1 15.1 131 25,181 24,000 (5) (13) (13) (18) 17)
Hero Motocorp 16.9 15.2 13.8 10.0 8.8 7.8 3,100 3,000 (3) (3) (13) (18) (18)
I0CL 8.5 8.8 8.6 4.9 4.8 4.7 154 150 (3) 0 (7) (23) (20)
Axis Bank 34.3 15.4 13.7 — — — 617 600 (3) (4) 20 21 9
Bajaj Auto 17.8 16.0 15.0 12.1 10.5 9.5 2,773 2,700 3) 3 Q)] (9) 17)
Hindustan Unilever 55.0 48.5 431 38.0 334 29.6 1,611 1,570 3) (10) Q)] 32 18
Bajaj Finserv 253 20.2 16.5 — — — 6,213 6,100 2) 12) 2 20 19
HCL Technologies 15.3 14.0 13.4 10.0 8.8 8.2 1,090 1,100 1 7 20 25 22
Cipla 28.6 21.8 16.8 16.1 12.8 10.0 673 680 1 3 12 16 11
HDFC Bank 25.2 21.0 17.6 — — — 1,968 2,000 2 (5 (6) 10 5
BPCL 9.8 9.5 9.4 7.1 6.7 6.6 369 375 2 (11) (21) (29)
Wipro 16.7 14.0 13.0 10.7 9.0 8.2 319 325 2 9 24 10 2
Titan Company 50.7 41.7 34.9 33.6 26.8 22.0 815 840 3 (8) @ 38 (5)
Asian Paints 47.3 39.3 33.2 29.6 245 20.7 1,282 1,325 B (8) 1 9 11
Infosys 19.7 17.4 15.9 13.5 11.7 10.5 718 770 7 4 12 60 39
Tata Steel 8.0 7.2 6.5 6.0 6.3 6.0 609 660 8 6 11 (1) (12)
Bharti Infratel 20.0 21.8 20.3 7.4 7.8 7.3 262 285 9 (8) 1) (31) (31)
ONGC 8.9 8.9 9.4 4.2 4.0 3.9 181 200 11 3 14 5 (7)
Indusind Bank 241 19.5 16.7 — — — 1,702 1,900 12 (12) (14) 0 3
Grasim Industries 22.6 19.0 14.9 7.6 7.1 6.7 1,045 1,170 12 (1) 1 (8) (10)
ITC 30.4 271 24.2 19.6 17.3 15.4 293 330 13 (6) 11 12 11
NTPC 1.3 10.8 9.3 9.0 8.3 7.0 168 190 13 2 8 1 (5)
HDFC 32.2 271 22.4 — — — 1,767 2,020 14 (8) (8) 2 3
HPCL 7.7 7.8 7.8 6.9 7.3 7.6 248 285 15 (4) 17) (40) (41)
Tech Mahindra 16.2 13.2 1.7 9.7 7.6 6.5 749 865 16 4 9 67 49
GAIL (India) 14.4 13.1 11.9 9.0 8.2 7.5 375 440 17 (1) 10 25 0
Maruti Suzuki 26.3 21.7 19.2 14.5 11.6 9.8 7,843 9,200 17 (14) (12) (1) (19)
Coal India 10.9 10.7 10.0 8.3 7.0 6.5 273 320 17 (6) 3 5 4
Kotak Mahindra Bank 29.2 23.1 17.8 = = = 1,169 1,400 20 (7) (12) 18 16
L&T 201 19.7 16.8 18.0 17.4 14.5 1,333 1,600 20 (1) 5 15 6
Hindalco Industries 9.1 8.0 7.2 5.8 5.0 4.5 248 305 23 12 11 6 9)
Bharti Airtel (62.8) (88.3) 76.7 9.5 8.0 6.4 361 445 23 (2) (5) (7) (32)
Mahindra & Mahindra 19.8 16.6 16.0 12.9 10.7 10.0 893 1,125 26 (8) (1) 43 19
ICICI Bank 36.9 12.0 10.0 — — — 313 400 28 (5 9 1 (0)
Power Grid 10.3 9.0 8.4 7.3 6.7 6.4 193 250 30 1 1 (8) (4)
Zee Entertainment Enterprises 26.8 22.9 20.1 16.5 13.9 12.0 449 600 34 (12) (20) (15) (23)
Adani Ports and SEZ 18.1 14.9 11.5 12.5 10.4 9.1 339 460 36 (10) @ (13) 17)
State Bank of India 34.3 7.1 5.0 — — — 264 370 40 (12) ) 2 (15)
Vedanta 7.5 6.3 6.3 4.9 4.0 3.7 242 370 53 8 4 (24) (27)
Indiabulls Housing Finance 9.5 7.9 6.5 — — — 1,000 1,550 55 (21) (16) (20) (16)
Tata Motors 10.6 6.5 6.0 3.3 2.8 2.6 233 425 82 9) (16) (43) (46)
Nifty-50 Index 211 16.5 14.3 10.2 9.1 8.2 11,054 11,850 7 4) 3 12 5

Source: Bloomberg, Kotak Institutional Equities estimates
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Exhibit 8: Energy, metals and technology stocks will see benefits to their earnings from rupee depreciation
Earnings sensitivity to currency of Nifty-50 companies, March fiscal year-ends, 2018-20E

FY2019E FY2020E
FY2018 EPS EPS (Rs) Incremental EPS (%) EPS (Rs) Incremental EPS (%)
Company Sector 64.50 Base-case 73.4 76.8 73.4 76.8 Base-case 73.4 76.8 73.4 76.8
Bajaj Auto Automobiles 140 156 165 170 6 9 174 189 193 9 11
BPCL Energy 40 38 39 41 5 8 39 40 42 4 8
GAIL (India) Energy 20 26 28 29 5 10 29 30 31 4 8
HPCL Energy 42 32 33 34 3 6 32 33 33 3 5
10CL Energy 21 18 20 22 11 18 17 19 20 10 17
ONGC Energy 17 20 23 26 15 27 20 23 25 13 25
Reliance Industries Energy 59 69 76 81 9 17 78 83 88 6 12
Hindalco Industries Metals & Mining 22 27 34 38 23 41 31 37 41 18 34
Tata Steel Metals & Mining 67 76 92 103 21 36 85 99 112 17 32
Vedanta Metals & Mining 22 32 37 41 16 28 39 43 47 12 23
Cipla Pharmaceuticals 18 24 24 24 2 4 31 32 33 4 8
Dr Reddy's Laboratories  Pharmaceuticals 59 89 95 102 8 16 118 127 136 8 16
Lupin Pharmaceuticals 38 27 29 31 7 14 39 42 45 7 14
Sun Pharmaceuticals Pharmaceuticals 15 16 18 18 8 13 24 25 27 7 14
UPL Others 43 49 54 59 10 21 55 62 69 12 27
HCL Technologies Technology 62 71 79 86 10 20 78 86 93 10 20
Infosys Technology 32 36 40 43 10 19 41 45 49 10 19
TCS Technology 67 84 92 99 9 18 94 103 RN 9 18
Tech Mahindra Technology 43 46 51 56 11 22 57 63 69 11 22
Wipro Technology 17 19 21 23 10 19 23 25 27 10 19
Source: Companies, Kotak Institutional Equities estimates
Exhibit 9: 'Barbell' portfolio of 'growth' and 'value' stocks
KIE large-cap. Model Portfolio
Price (Rs) KIE weight Price (Rs) KIE weight
Company 26-Sep-18 (%) 26-Sep-18 (%)
Automobiles Reliance Industries 1,251 6.4
Mahindra & Mahindra 893 4.9 Energy 13.6
Maruti Suzuki 7,843 2.8 Industrials/Construction
Tata Motors 233 2.0 L&T 1,333 5.6
Automobiles 9.6 Industrials/Construction 5.6
Private Banks and NBFCs Metals & Mining
HDFC 1,767 7.6 Hindalco Industries 248 3.0
HDFC Bank 1,968 9.9 Vedanta 242 2.2
ICICI Bank 313 8.4 Tata Steel 609 2.8
ICICI Prudential Life 344 2.4 Metals & Mining 8.0
IndusInd Bank 1,702 2.8 Others
LIC Housing finance 433 1.6 InterGlobe Aviation 853 1.3
Private Banks and NBFCs 32.7 Others 1.3
PSU Banks Pharmaceuticals
State Bank of India 264 5.1 Cipla 673 3.1
PSU Banks 5.1 Pharmaceuticals 3.1
Consumers Technology
Colgate-Palmolive (India) 1,097 2.1 Infosys 718 9.7
Marico 340 2.1 Tech Mahindra 749 2.3
Consumers 4.2 Technology 12.0
Energy Utilities
GAIL (India) 375 3.1 NTPC 168 2.1
ONGC 181 2.2 Power Grid 193 2.6
Petronet LNG 225 1.9 Utilities 4.8
BSE-30 36,542 100.0

Source: Kotak Institutional Equities estimates
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Exhibit 10: More mid-cap. ideas after the recent correction in stock prices
KIE mid-cap. Model Portfolio

Target
Price price Upside Mkt cap. EPS (Rs) PER (X) PBR (X) ROE (%)
Company Sector Rating (Rs) (Rs) (%) (Rs mn) (US$ mn)  2019E 2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E
Balkrishna Industries Automobiles REDUCE 1,105 1,300 17.7 213,538 2,940 50.3 62.5 70.5 220 17.7 157 43 36 3.0 216 221 20.7
CESC Utilities BUY 906 1,180 30.2 120,070 1,653 114.8 128.1 141.0 7.9 7.1 6.4 0.8 0.7 0.6 10.0 10.4 10.5
Cholamandalam NBFCs ADD 1,216 1,425 17.2 190,049 2,616 74.3 ez 1133 16.4 132 10.7 33 27 AR 20.6 21.3 21.7
Escorts Automobiles BUY 663 1,200 81.1 56,496 1,118 59.0 70.8 78.3 11.2 9.4 8.5 2.0 1.7 1.4 17.6 18.0 17.1
Federal Bank Banks BUY 72 130 81.8 141,619 1,950 5.7 7.9 9.7 12.6 9.1 7.4 1.2 1.1 09 88 114 128
Jubilant Foodworks Consumer Products BUY 1,292 1,650 27.7 170,504 2,347 25.4 350 46.3 50.8 36.9 279 127 9.6 7.3 29.0 29.7 299
Jyothy Laboratories Consumer Products ADD 200 240 19.9 72,754 1,002 5.6 6.6 7.6 356 30.5 26.4 55 4.8 4.2 16.6 16.8 16.9
Kalpataru Power Transmission  Industrials BUY 325 560 72.3 49,875 687 23.0 321 41.0 14.1 10.1 7.9 1.7 1.4 1.2 125 152 16.7
Laurus Labs Pharmaceuticals ADD 435 500 14.9 46,134 635 16.2 29.2 34.3 26.8 149 127 2.8 23 20 10.9 17.1 15.6
Max Financial Services NBFCs ADD 443 650 46.7 118,948 1,638 6.3 6.4 6.5 70.6 69.4 68.2 — — — 83 8.0 7.8
Prestige Estates Projects Real Estate ADD 220 315 435 82,313 1,133 19.0 20.6 10.7 11.5 10.6 20.6 0.8 0.3 1.5 14.6 14.9 7.3
Sadbhav Engineering Infrastructure BUY 239 435 81.7 41,065 565 17.0 222 228 14.1 10.8 105 1.9 1.7 15 14.5 16.5 14.7
Shriram City Union Finance NBFCs ADD 1,725 2,120 229 113,822 1,567 139.1 170.6 205.5 124 10.1 8.4 2.0 1.7 1.5 155 16.7 17.4
Source: Companies, Kotak Institutional Equities estimates
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Spike in short run. We see near-term upside to crude prices given a tightening global
oil market amid (1) expected reduction in oil exports from Iran due to the US sanctions,
(2) persisting decline in Venezuelan production and (3) slowdown of growth in the US
liquids production due to mid-stream bottlenecks. We reiterate our positive stance on
GAIL and ONGC, both being beneficiaries of elevated crude prices (and a weaker
rupee), while maintain our cautious stance on OMCs, which are adversely impacted.

Falling oil supplies from Iran/Venezuela and slower growth in the US to keep the market tight

We expect global oil markets to remain tight in the near term due to (1) imminent impact on
crude exports from Iran post the US sanctions, (2) persisting decline in Venezuelan production
and (3) slowdown of growth in the US liquids production due to mid-stream bottlenecks. We
raise our assumption for Dated Brent crude price to US$80/bbl for FY2019 and US$72.5/bbl for
FY2020 from US$72.5/bbl and US$67.5/bbl earlier accordingly.

» lIran crude exports have declined by nearly 0.5 mn b/d to 1.9 mn b/d in August from a peak of
2.4 mn b/d achieved in April-May 2018; it is likely to fall further as the US sanctions on crude
imports become effective from November 4. The rising rhetoric from the US government may
result in sharp reduction in off-take of Iran crude by all key importers other than China;
Europe, India, Japan and South Korea import ~1.4 mn b/d of oil from Iran currently.

» Venezuela crude production has declined to 1.2 mn b/d currently from 1.9 mn b/d a year ago
and it is expected to reduce further to 1 mn b/d by end of this year given the continued
turmoil.

» The growth in the US liquids production is also expected to slow down to 1.2 mn b/d in
CY2019 as compared to a sharp increase of 1.7 mn b/d in CY2018 due to rising logistical
challenges in Permian basin, which are unlikely to ease out before mid-CY2019. Overall
drilling rig count in the US has already stopped increasing over the past 3-4 months.

» Further, OECD’s reported oil and petroleum inventories have fallen well below five-year
range, in terms of forward demand cover, in the recent months.

Potential weakness in crude demand next year could be a savior post the near-term tightness

We find IEA’s forecast of 1.5 mn b/d of growth in global oil demand for CY2019 optimistic
noting risks from recent sharp rally in crude prices and exacerbation of its impact on emerging
economies due to depreciation of respective currencies against the US dollar; we note that
effective crude prices have increased quite sharply in local currency terms over the past 1-2
years for several countries including China, India, Russia, Brazil and others, all of which
contribute a decent proportion of incremental global oil demand. We highlight that I[EA’s
demand estimate is predicated on world GDP growth of 3.9% for CY2019, which seems
optimistic and could be at risk from scale-up in global trade disputes, especially between the US
and China. Potential slowdown of growth in oil demand may help in providing a desirable
balance to global crude markets during later part of CY2019.

Reiterate positive stance on GAILZONGC and caution on OMCs given upside risks to crude

We reiterate our positive stance on GAIL and ONGC, both being beneficiaries of elevated crude
prices and weaker rupee and can act as good hedge against any spike in crude and/or further
weakening of rupee; we note that ONGC stock is already discounting net realization below
US$45/bbl implying that the government may put entire incremental subsidy burden beyond
budget provision on upstream companies. We believe it is safer to avoid OMCs (BPCL, HPCL
and IOCL) in the near term, even as valuations have become somewhat reasonable, given any
spike in crude may put pressure on refining as well as marketing margins, while increasing
uncertainty on the subsidy-sharing mechanism.
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Energy India

Exhibit 1: Restoration of sanctions on Iran may curtail crude supplies yet again
Monthly production of crude oil in Iran, January 2011 onwards (mn b/d)
(mn b/d) = Iran oil production
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Source: OPEC, Kotak institutional Equities
Exhibit 2: Sharp decline in crude imports by key countries since April-May 2018
Crude imports from Iran, January 2017 onwards (mn b/d)
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Exhibit 3: Venezuelan production continues to decline

Monthly production of crude oil in Venezuela, January 2016 onwards (mn b/d)
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Kotak Institutional Equities

Exhibit 4: US crude production seems to be plateauing given logistical bottlenecks in the near term
Weekly field production of crude oil in the US, January 2012 onwards (mn b/d)

(mn b/d)

12

11

——US crude oil production

Jan-12

Apr-12

Jul-12
Oct-12

Jan-13
Apr-13
Jul-13
Oct-13
Jan-14
Apr-14

Source: EIA, Kotak institutional Equities

Jul-14
Oct-14

Jan-15

Apr-15

Jul-15
Oct-15

Jan-16
Apr-16

Jul-16
Oct-16
Jan-17
Apr-17
Jul-17
Oct-17
Jan-18
Apr-18
Jul-18

KOTAK INSTITUTIONAL EQUITIES RESEARCH



Energy India

Exhibit 5: Rigs deployment for horizontal drilling has stopped increasing in the recent months
Weekly rig count in the US by type of drilling, January 2014 onwards (units)
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Exhibit 6: Overall production cuts remain compliant with the target post calibrated increase in
production to offset decline in Venezuela

Compliance of OPEC and non-OPEC cartel, January 2017 onwards (mn b/d)
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Exhibit 7: OECD crude inventories have fallen below five-year range in terms of forward demand

cover

Total inventory in OECD as days of forward cover of demand (# of days)
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(a) Total inventory representing days of forward cover based on average demand over the next four quarters.

Source: IEA, Kotak Institutional Equities

Exhibit 8: Call on OPEC to increase further in 4QCY18 before moderating again in CY2019

Global crude demand-supply balance, 1QCY17 onwards (mn b/d)

Global oil demand
Non-OPEC oil supply
OECD Americas
OPEC NGLs supply
OPEC crude supply/call on OPEC
Surplus/(deficit)

Source: IEA, Kotak Institutional Equities estimates
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Exhibit 9: Implied spare capacity to remain tight even as supply-demand eases out in CY2019
Estimated global crude demand, supply and prices, calendar year-ends, 2012-19E

2012
Demand (mn b/d)
Total demand 90.7
Yoy growth 1.2
Supply (mn b/d)
Non-OPEC 52.5
Yoy growth (0.4)
OPEC
Crude 32.1
NGLs 6.4
Total OPEC 38.4
Total supply 90.9
Total stock change 0.2
OPEC crude capacity 35.8
Implied spare capacity 3.9
Dated Brent (US$/bbl) 112
World GDP growth (%) 34

Source: [EA, Kotak Institutional Equities estimates
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Exhibit 10: Crude prices have increased sharply for emerging economies in local currency terms over the past few years
Crude price movement in domestic currencies for key emerging economies, Indexed from January 2014
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Macro

Unabated macro concerns. With crude prices likely to remain around US$80/bbl, we
re-iterate our concerns on the Indian macro, especially, on (1) deteriorating external
sector balance, (2) upside risks to inflation, (3) risks of fiscal slippage, and (4) INR
depreciation. While directionally our view remains unchanged, we revise our estimates
(especially CAD/GDP) factoring revised FY2019 crude assumption of US$80/bbl. The
recent import curbs are unlikely to dent imports significantly. We re-iterate that the
policy makers should continue to focus on long-term macro-prudential measures.

#1 External sector balance is the main macro concern

Based on KIE Energy team's revised FY2019 average crude price estimate of US$80/bbl, we
revise our CAD/GDP to 3.2% (US$84.3 bn) from 2.8% (US$75 bn) earlier. Consequently, we
estimate the BOP to widen to US$(-)39.3 bn (earlier US$(-)34 bn) (see Exhibit 1). We maintain
our view that India is unlikely to benefit much on exports due to INR depreciation as the global
trade structure remains circumspect. India’s imports will likely continue to be structurally
dominated by consumption-oriented imports and non-substitutable imports (at least in the near
term) (see Exhibit 2). The recent import duty hike on 19 items is unlikely to suppress imports
significantly (see Exhibit 3). We maintain our USD-INR range of 69-74 for the rest of FY2019
with risks of the INR overshooting its fair values (see Exhibit 4) as the global adverse risks remain
dominant: (1) risk of trade wars translating into currency wars, (2) escalating geopolitical
tensions, (3) secular uptrend in crude oil prices, (4) Fed rate hikes despite global uncertainties,
and (5) DM central banks’ balance sheets’ tightness as we approach 2019 (see Exhibit 5).

#2 Difficult to stick to budgeted fiscal deficit target

We continue to believe that if the government plans to stick to its fiscal target, it will need to
cut expenditure sans higher-than-budgeted divestment/direct taxes to offset GST revenue
shortfall (see Exhibit 6). Sharp expenditure cuts will be difficult in an election year. As a base
case, we maintain our FY2019 GFD/GDP at 3.5% (FY2019BE: 3.3%) (see Exhibit 7). We note
that Rs94.2 bn has been achieved in 5SMFY19 of the Rs800 bn divestment target though there
is scope for higher divestments (see Exhibits 8-9). Direct tax revenues could see some increase
though it is yet uncertain if it can fully offset shortfall in indirect tax revenues. Further it is likely
that fuel subsidy will be higher by around Rs35 bn even after assuming that Rs275 bn is passed
on to the upstream companies. We expect the government to stick to the GSec borrowing
program, for now, (Rs2.68 tn for 2HFY 19E) though alternate funding/adjustments such as NSSF
or canceling of buybacks needs to be outlined for the program to be credible.

#3 Inflation will remain at risk—keep an eye on core inflation

Crude prices have limited impact on headline CPI inflation (RBI estimates around 30 bps impact
for US$10/bbl movement). However, our concern is more on core inflation (including petrol and
diesel). At a more fundamental level, the current growth trajectory (robust demand) without
commensurate improvement in the supply side (weak private sector investment cycle) implies
that the output gap has been closing down fast (RBI paper). On a structural basis this can be
inflationary, especially on the core inflation side. We revise our headline inflation estimates
slightly higher by 10 bps for March 2019 (FY2019 average headline inflation at 4.3% and core
inflation at 5.8%) (Exhibit 10). The RBI MPC will likely increase repo rate by 25 bps in the
October policy based on the implied impact of (1) expected cyclical recovery in growth (see
Exhibit 11), (2) INR depreciation, and (3) crude price movement on the medium term inflation
trajectory.
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Economy India

Re-iterate our stance on macro adjustments (slower growth needed)

We had detailed our thoughts on macro adjustments in a recent note (Economic growth at
any cost?, September 11, 2018). Essentially, India’s widening CAD, on a fundamental basis,
is symptomatic of lower savings compared to the investment level (see Exhibit 12). This
essentially means that overall growth needs to slow down. It can be generated either
through fiscal policy or through monetary policy. Reining in CAD on a sustainable basis
would require increasing overall savings (or lowering aggregate demand) through (1)
general fiscal consolidation, especially states, and (2) higher household financial savings.
Given the level of consolidated fiscal deficit, it is imperative that the government
(central+states) does not stray from the fiscal consolidation path.

With liquidity likely to remain tight (and tighten further in 2HFY19), financial conditions will
tighten with RBI's liquidity injection providing some respite (for details refer to our comment
Liquidity: Remains tight beyond the recent squeeze, September 25, 2018). The recent
liquidity squeeze in the NBFC space could reduce the sector’s growth in the near to medium
term as funding costs increase across-the-board (possibly by 50-100 bps on an average),
especially for the lower quality ones. An equivalent impact should be seen in the consumers’
borrowing rates which would have (and to some extent needed) adverse implications for
consumption growth.

KOTAK ECONOMIC RESEARCH 17
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Exhibit 1: Material negative risks to CAD and BOP in FY2019
India's balance of payments, March fiscal year-ends, 2014-19E (US$ bn)

2019E

2014 2015 2016 2017 2018 Qil@75/bbl Qil@80/bbl Qil@85/bbl
ICurrent account (32.3) (26.9) (22.2) (14.4) (48.7) (78.8) (84.3) (89.7)
GDP 1,858 2,038 2,103 2,270 2,602 2,670 2,670 2,670
CAD/GDP (%) (1.7) (1.3) (1.1) (0.6) (1.9) (3.0) (3.2) (3.4)
Trade balance (148) (145) (130) (112) (160) (195) (202) (210)
Trade balance/GDP (%) (7.9) (7.1) (6.2) 4.9) (6.2) (7.3) (7.6) (7.9)
- Exports 319 317 266 280 309 331 333 335
- oil exports 63 57 31 32 39 44 47 49

- non-oil exports 255 260 236 249 270 286 286 286

- Imports 466 461 396 393 469 525 535 545
- oil imports 165 138 83 87 109 147 157 166

- non-oil imports 301 323 313 306 360 379 379 379

- gold imports 29 34 32 28 34 33 33 33
Invisibles (net) 115 118 108 98 111 116 118 120
- Services 73 77 70 68 78 77 77 77
- software 67 70 71 71 72 74 74 74

- non-software 6.1 6.1 (1.8) (2.4) 5.4 3.0 3.0 3.0

- Transfers 65 66 63 56 62 68 70 72
- Income (net) (23) (24) (24) (26) (29) (29) (29) (29)
Capital account 49 89 41 36 91 45 45 45
Percentage of GDP 2.6 4.4 2.0 1.6 3.5 1.7 1.7 1.7
Foreign investment 26 73 32 43 52 22 22 22
- FDI 22 31 36 36 30 32 32 32
- FPI 5 42 (4) 8 22 (10) (10) (10)
- Equities 14 15 (4) 9 2 ) ) )

- Debt (8) 26 (0) (1) 21 (8) (8) (8)
Banking capital 25 12 11 17) 16 15 15 15
- NRI deposits 39 14 16 (12) 10 10 10 10
Short-term credit (5) (0) (2) 6 14 4 4 4
ECBs 12 2 (5) (6) (0) 2 2 2
External assistance 1 2 2 2 3 2 2 2
Other capital account items 11) 1 3 8 6 — — —
E&QO () (1) (1 (0) 1 — — —
Overall balance 15.6 61.4 17.9 21.6 43.6 (33.8) (39.3) (44.7)

Memo items

Average USD/INR 60.5 61.2 65.4 67.2 64.5 69.9 69.9 69.9
Average Brent (US$/bbl) 107.6 86.5 47.5 49.0 57.6 75.0 80.0 85.0

Source: CEIC, RBI, Kotak Economics Research estimates
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Exhibit 2: Electronics trade deficit has offset the gains on gold trade deficit
Net exports of gold and gold products, electronic items, and ores and minerals, March fiscal year-ends (US$
bn)
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Source: CEIC, Kotak Economics Research
Exhibit 3: Impact on imports may not be too significant from recent tariff increases
Trade details of items with higher tariffs, March fiscal year-ends
Earlier Revised Imports (US$ mn) Exports (US$ mn) Trade balance (US$ mn)
rate (%) rate (%) 2017 2018 4MFY18 4MFY19 2017 2018 4MFY18 4MFY19 2017 2018 4MFY18 4MFY19
Non-industrial diamonds (cut and polished) 5.0 7.5 2,442 9,748 3,182 3,167 22,545 23,511 7,347 8,066 20,103 13,763 4,164 4,899
Jewellery and parts (precious metals) 15.0 20.0 333 1,797 265 208 11,891 12,742 3,794 4,609 11,558 10,945 3,529 4,401
Goldware or silverwares and parts 15.0 20.0 40 1,351 293 4 29 39 22 4 (10) (1,312) (271) 0
Air conditioners 10.0 20.0 954 1,163 390 530 122 155 51 60 (831) (1,007) (339) (470)
Miscellaneous plastic items 10.0 15.0 886 916 331 302 589 606 210 180 (297) (310) (121) (122)
Colored gemstones (cut and polished) 5.0 7.5 1,471 701 270 118 425 457 126 135 (1,046) (245) (144) 17
Footwears 20.0 25.0 457 610 181 200 2,449 2,469 846 831 1,993 1,858 664 632
Household refrigerators 10.0 20.0 451 543 172 169 273 245 95 79 (178) (298) (77) (91)
Compressor (air conditioners, refrigerators) 7.5 10.0 479 542 192 224 98 93 33 31 (381) (449) (159) (193)
Travel bags, carry bags, etc. 10.0 15.0 279 390 113 133 1,256 1,344 422 440 977 954 309 306
Lab-grown diamonds 5.0 7.5 155 347 113 82 0 238 65 81 (155) (109) (48) (0)
Plastic articles for conveyance and packing 10.0 15.0 265 311 104 124 663 745 227 268 398 434 122 144
Speakers 10.0 15.0 189 211 66 86 24 5 1 3 (165) (206) (64) (83)
Radial car tyres 10.0 15.0 163 203 65 65 88 98 30 29 (75) (105) (35) (36)
Washing machines (less than 10kg) 10.0 20.0 149 195 53 72 55 50 15 13 (93) (146) (38) (59)
Aviation turbine fuel 0.0 5.0 165 181 55 66 5,478 6,441 1,762 3,593 5,313 6,260 1,708 3,526
Sanitary fittings of plastics 10.0 15.0 52 66 20 23 5 8 2 3 (47) (58) (18) (20)
Household items of plastics 10.0 15.0 27 59 12 23 173 170 55 54 146 mm 43 31
Diamonds (semi processed, half-cut or broken) 5.0 7.5 43 37 23 61 0 0 0 0 (43) (37) (23) (61)
Total (US$ mn) 9,000 19,370 5,900 5,656 46,165 49,413 15,103 18,478 37,165 30,043 9,202 12,822
Total (% of GDP) 0.4 0.7 2.0 1.9 1.6 1.2

Notes:
(a) Diamond related trade data is based on our estimate. Complete tariff code was not available.

Source: Ministry of Commerce, Kotak Economics Research
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Exhibit 4: INR closing in on its fair value
Trend in 36- currency trade weighted REER (2004-05=100)
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Exhibit 5: Central banks will likely withdraw liquidity in CY2019
Net injection of liquidity by central banks, December calendar year-ends (US$ bn)
s Fed ECB mmmmm Bo) === Total liquidity injection
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Source: CEIC, Bloomberg, Kotak Economics Research estimates
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Exhibit 6: GST run rate significantly behind the budgeted run rate
Summary of GST collections, March fiscal year-ends, FY2019 (Rs bn)

Mar-18 Apr-18  May-18 Jun-18 Jul-18
Monthly collections (PIB press releases)

Center 325 288 316 579 370
Center GST (CGST) 187 159 160 159 153
Centre's share of IGST (C-IGST) 138 129 157 420 217
States 403 340 367 638 411
States' GST (SGST) 257 217 220 223 212
States' share of IGST (S-IGST) 146 123 147 415 200
Unallocated IGST 222 239 192 (335) 82
Compensation cess 86 73 81 84 76
Total 1,035 940 956 965 940
FYTD collections (incl. CGA adjustments for CGST, SGST, IGST)
Centre 521 971 1,383 1,563 1,975
- CGST 321 602 911 1,490 1,851
- Unallocated IGST 200 369 471 72 124
State 399 732 1,092 1,730 2,132
Compensation cess 85 157 237 317 391
Total 1,004 1,860 2,712 3,609 4,498
FY2019BE
Centre 6,539
- Unallocated IGST 500
State 5,078
Compensation cess 900
Total 12,517
FY2019BE required run rate
Centre 545
- Unallocated IGST 42
State 423
Compensation cess 75
Total 1,043
FYTD run rate
[Centre 521 486 461 391 395 |
- Unallocated IGST 200 185 157 18 25
[State 399 366 364 432 426 |
Compensation cess 85 79 79 79 78
[Total 1,004 930 904 902 900 |
Notes:

(a) Monthly collections are inclusive of monthly IGST transfers.
(b) FYTD collections for Jun-18 is based on our estimates of refunds and IGST settlements.

Source: Ministry of Finance, CGA, Kotak Economics Research estimates
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Exhibit 7: Significant chances of fiscal slippage in FY2019
Major central government budgetary items, March fiscal year-ends, 2014-19E (Rs bn)

Change (%)
2017/ 2018P/ 2019BE/ 2019E/

2014 2015 2016 2017 2018P 2019BE 2019E 2016 2017 2018P 2018P
Receipts
1. Revenue receipts (2d + 3) 10,147 11,014 11,950 13,742 14,352 17,257 17,075 15 4 20 19
2. Gross tax revenues (a + b)) 11,388 12,449 14,556 17,158 19,192 22,712 22,433 18 12 18 17
2.a. Direct taxes 6,418 6,989 7,458 8,539 10,077 11,552 11,552 14 18 15 15
2.a.1. Corporation tax 3,947 4,289 4,532 4,849 5,712 6,210 6,210 7 18 9 9
2.a.2. Income tax 2,353 2,583 2,876 3,646 4,082 5,290 5,290 27 12 30 30
2.a.3. Other taxes 118 117 50 43 283 52 52 (13) 553 (81) (81)
2.b. Indirect taxes 4,971 5,459 7,098 8,620 9,115 11,160 10,881 21 6 22 19
2.b.1. Goods and Services Tax — — — — 4,347 7,439 7,160 71 65
2.b.1.1. CGST — — — — 2,033 6,039 5,760 197 183
2.b.1.2. IGST — — — — 1,688 500 500 (70) (70)
2.b.1.3. Compensation cess — — — — 626 900 900 44 44
2.b.2. Customs duty 1,721 1,880 2,103 2,254 1,369 1,125 1,125 7 (39) (18) (18)
2.b.2.1. Basic duties 470 526 572 646 808 963 963 13 25 19 19
2.b.2.2. Others 1,251 1,354 1,532 1,608 562 162 162 5 (65) 71 (71)
2.b.3. Excise duty 1,702 1,900 2,881 3,821 2,586 2,596 2,596 33 (32) 0 0
2.b.4. Service tax 1,548 1,680 2,114 2,545 812 — — 20 (68)
2.c Transfers to states, UTs and national funds 3,230 3,413 5,119 6,145 6,765 7,906 7,809 20 10 17 15
2.d Net tax revenues 8,159 9,036 9,438 11,014 12,427 14,806 14,624 17 13 19 18
3. Non-tax revenues 1,989 1,978 2,513 2,728 1,925 2,451 2,451 9 (29) 27 27
3.a. RBI's transfer of surplus 330 527 659 659 407 400 400 (0) (38) 2) (2)
4. Non-debt capital receipts (a + b) 419 515 630 654 1,158 922 922 4 77 (20) (20)
4.a Recovery of loans 125 137 208 176 156 122 122 (15) 11) (22) (22)
4.b Other receipts (disinvestments) 294 377 421 477 1,002 800 800 13 110 (20) (20)
5. Total receipts (1 + 4) 10,566 11,529 12,580 14,396 15,510 18,179 17,997 14 8 17 16
Expenditure
6. Revenue expenditure 13,718 14,670 15,378 16,906 18,790 21,418 21,548 10 11 14 15
6.a. Interest payments 3,743 4,024 4,417 4,807 5,292 5,758 5,758 9 10 9 9
6.b. Subsidies 2,546 2,583 2,641 2,348 2,242 2,928 3,044 (11) (5) 31 36
6.b.1. Food 920 1,177 1,394 1,102 1,003 1,693 1,773 21) (9) 69 77
6.b.2. Fertilizer 673 71 724 663 664 701 701 (8) 0 5 5
6.b.3. Oil 854 603 300 275 244 249 285 (8) (12) 2 17
6.b.4. Other subsidies 99 92 223 308 331 285 285 38 7 14) 14)
6.c. Pay, allowances and pensions 2,589 3,091 3,301 3,996 4,414 4,791 4,791 21 10 9 9
6.c.1.a. Pay and allowances 1,840 2,155 2,334 2,682 2,940 3,107 3,107 15 10 6 6
6.c.1.b. Pensions 749 936 967 1,314 1,474 1,685 1,685 36 12 14 14
6.d. Agriculture and farmers' welfare 104 193 153 369 374 467 467 141 1 25 25
6.e. Education 711 689 672 720 800 850 850 7 11 6
6.f. Health and family welfare 259 306 322 377 514 528 528 17 36 3 3
6.9. Rural development 587 673 774 951 1,086 1,124 1,124 23 14 4 4
6.h. Others 3,180 3,111 3,097 3,338 4,069 4,971 4,985 8 22 22 23
7. Capital expenditure 1,877 1,967 2,530 2,846 2,637 3,004 2,938 12 ) 14 11
7. a. Defence 802 831 836 915 955 996 986 9 4 4 3
7. b. Railways 271 301 350 452 434 531 504 29 (4) 22 16
7. c. Roads and Highways 149 166 275 412 508 594 565 50 23 17 11
7. d. Housing and urban affairs 67 74 106 165 153 164 164 56 (7) 7 7
7. e. Others 588 595 963 902 587 720 720 (6) (35) 23 23
8. Total expenditure (6 + 7) 15,594 16,637 17,908 19,752 21,427 24,422 24,486 10 8 14 14
Deficit
Primary deficit (PD) 1,286 1,084 911 549 624 485 731 (55) 14 (22) 17
Revenue deficit (RD) 3,570 3,656 3,427 3,164 4,438 4,160 4,473 3 40 (6) 1
Gross fiscal deficit (GFD) 5,029 5,108 5,328 5,356 5,917 6,243 6,489 0 10 6 10
Gross borrowings (dated securities) 5,637 5,920 5,840 5,830 5,451 5,555 5,651 3 (7) 2 4
Net market borrowing 4,536 4,531 4,406 4,082 4,055 4,121 4,217 (4) (1) 2 4
Net market borrowing (adjusted for buyback) 4,041 3,497 3,485 3,651 3,747 5 (0) 5 8
Short-term borrowing (T-bills) 77 92 507 55 775 170 320
Nominal GDP at market prices 112,335 124,680 137,640 152,537 167,731 187,223 187,188 10.8 10.0 11.6 11.6
PD/GDP (%) 1.1 0.9 0.7 0.4 0.4 0.3 0.4
RD/GDP (%) 3.2 2.9 2.5 2.1 2.6 2.2 2.4
GFD/GDP (%) 4.5 4.1 3.9 3.5 3.5 3.3 3.5

Source: Union Budget, CEIC, Kotak Economics Research estimates
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Exhibit 8: Rs350 bn can be raised by reducing stakes in companies with 75% government holding
List of PSUs with more than 75% Govt holding (sorted on mcap.)

Market Cap. Govt holding Stake sale

Company (Rs bn) (US$ bn) (%) (%) (Rs bn)
Coal India 1,692 23 78.6 3.6 60
KIOCL 106 1 99.0 24.0 26
Neyveli Lignite Corp. 102 1 84.0 9.0 9
SJVN 111 2 90.8 15.8 18
Hindustan Copper 51 1 76.1 1.1 1
MMTC 44 1 89.9 14.9 7
ITI 51 1 93.8 18.8 9
RITES 41 1 87.0 12.0 5
ITDC 32 0 87.0 12.0 4
Fertilizers & Chemicals Travancore 14 0 90.0 15.0 2
Andrew Yule & Co. 10 0 89.3 14.3 1
HMT 10 0 93.7 18.7 2
State Trading Corp. 7 0 90.0 15.0 1
Scooters India 2 0 93.7 18.7 0
Banks/Finance

GIC 575 8 85.8 10.8 62
New India Assurance 362 5 85.4 10.4 38
Central Bank of India 114 2 86.4 11.4 13
HUDCO 102 1 89.8 14.8 15
Bank of India 146 2 83.1 8.1 12
IDBI Bank 220 3 81.0 6.0 13
Indian Overseas Bank 68 1 89.7 14.7 10
Indian Bank 115 2 81.9 6.9 8
UCO Bank 34 0 84.2 9.2 3
United Bank of India 32 0 93.1 18.1 6
Bank of Maharashtra 30 0 87.0 12.0 4
Punjab & Sind Bank 15 0 85.6 10.6 2
Haryana Financial Corp. 0 0 100.0 25.0 0
Total 4,088 56 330

Source: Capitaline, Kotak Institutional Equities

Exhibit 9: The Government can raise Rs850 bn by selling minority stakes in non-Government
companies
Key minority holdings of Government in certain companies

Mcap. Govt holding
Company (Rs bn) (%) (Rs bn)
Axis Bank 1,586 9.6 153
Hindustan Zinc 1,296 29.5 383
ITC 3,586 8.0 285
L&T 1,868 1.7 32
Total 853

Source: Capitaline, Kotak Institutional Equities
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Exhibit 10: Upside risks to inflation from crude price, INR weakness, and higher-than-usual MSP hikes

Headline and core CPI inflation (%)
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Source: CEIC, Kotak Economics Research estimates
Exhibit 11: We estimate FY2019 GDP growth at 7.3% after 6.7% in FY2018
Real GVA and components growth, March fiscal-year ends, 2014-19E (%)
2014 2015 2016 2017 2018 2019E]
Real GVA 6.1 7.2 8.1 7.1 6.5 7.1
Agriculture and allied 5.6 0.2) 0.6 6.3 3.4 3.5
Industry 3.8 7.0 9.8 6.8 5.5 7.1
Mining 0.2 9.7 13.8 13.0 2.9 2.0
Manufacturing 5.0 7.9 12.8 7.9 5.7 8.0
Electricity 4.2 7.2 4.7 9.2 7.2 7.2
Construction 2.7 4.3 3.7 1.3 5.7 7.0
Services 7.7 9.8 9.6 7.5 7.9 8.2
Trade, hotel, transport, communication 6.5 9.4 10.3 7.2 8.0 7.2
Financial, real estate, professional services 11.2 11.0 10.9 6.0 6.6 7.8
Public admin, defence, and others 3.8 8.3 6.1 10.7 10.0 10.3
Non-agriculture GVA 6.2 8.7 9.6 7.2 7.0 7.8
Real GDP 6.4 7.4 8.2 7.1 6.7 7.3

Source: CEIC, Kotak Economics Research estimates

Exhibit 12: Most of the improvement in CAD has been on the back of higher corporate savings
Breakup of saving-investment gap as a proportion of GDP, March fiscal year-ends (%)

2012 2013 2014 2015 2016 2017 2017-2013
CAD/GDP 4.3) (4.8) (1.7) (1.3) (1.1) (0.7) 4.1
(S-1)/GDP (4.3) (4.8) 1.7) (1.3) (1.0) (0.6) 4.2
| - Corporates (6.0) (6.5) 3.9) 3.5) (4.2) (2.7) 3.7 |
- Nonfinancial (7.8) (8.1) (5.8) (5.3) (5.2) (4.3) 3.8
- Financial 1.9 1.6 1.9 1.9 0.9 1.6 (0.1)
- General government (5.7) (5.6) (5.3) (5.1) (5.0) (4.8) 0.8
- Households 7.4 7.2 7.5 7.3 8.2 6.8 (0.4)

Notes:

(a) Valuables and FOF adjustment factors have been equally distributed across sectors in GCF rate calculations.

Source: CEIC, CSO, Kotak Economics Research estimates
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Kotak Institutional Equities: Valuation summary of KIE Universe stocks

Target ors ADVT
Price (Rs) price Upside Mkt cap. shares EPS (Rs) EPS growth (%) P/E (X) EV/EBITDA (X) P/B (X) ROE (%) Dividend yield (%) 3mo

Company Rating 26-Sep-18 (Rs) (%) (Rsbn) (US$ bn) (mn) 2019E  2020E  2021E 2019E 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E (US$ mn)
Automobiles
Amara Raja Batteries REDUCE 786 780 (0.8) 134 18 171 32 37 43 17.1 15.9 14.5 243 21.0 18.3 129 1.1 9.6 4.0 3.4 3.0 17.4 17.5 17.4 0.6 0.7 0.8 6.2
Apollo Tyres BUY 228 340 489 131 18 541 20 25 29 46.9 25.7 17.0 11.6 9.2 7.9 7.3 6.2 5.0 12 1.1 1.0 11.0 12,5 13.1 13 13 13 12.2
Ashok Leyland BUY 121 160 326 354 4.9 2,926 6.2 8.9 9.4 153 43.2 6.1 185 13.6 12.8 9.9 7.2 6.7 4.2 35 3.0 23.4 284 25.4 5 22 23 46.4
Bajaj Auto SELL 2,773 2,700 (2.6) 803 1.0 289 156 174 185 1.2 11.5 6.3 17.8 16.0 15.0 12.1 10.5 9.5 37 33 3.0 222 221 21.0 22 25 2.7 31.4
Balkrishna Industries REDUCE 1,105 1,300 17.7 214 29 193 50 62 70 345 241 12.8 22.0 17.7 15.7 12.0 9.8 8.5 43 Bt 3.0 21.6 221 20.7 0.5 0.6 0.6 15.4
Bharat Forge SELL 625 600 (4.0) 291 4.0 466 23 27 29 444 14.6 71 26.7 233 21.8 15.2 133 123 5.3 4.5 3.9 215 21.0 19.4 0.8 0.9 1.0 12.2
CEAT ADD 1,236 1,500 214 50 0.7 40 99 108 116 53.7 8.3 7.9 12.4 1.5 10.6 8.1 7.0 6.3 17 15 3 14.4 13.8 13.2 0.8 0.8 0.9 12.7
Eicher Motors SELL 25,181 24,000 4.7 687 9.5 27 997 1,180 1,306 258 18.4 10.7 253 21.3 19.3 18.1 15.1 131 9.2 6.9 5.4 42.4 371 314 0.1 0.1 — 222
Escorts BUY 663 1,200 81.1 56 11 89 59 71 78 52.2 19.9 10.6 11.2 9.4 8.5 6.8 5.5 4.5 2.0 17 14 17.6 18.0 17.1 i3 16 18 15.2
Exide Industries SELL 274 235 (14.1) 233 32 850 10 m 13 253 1.0 1.6 26.6 24.0 21.5 15.1 13.5 12.1 39 35 32 15.4 15.5 15.7 1.1 13 15 8.5
Hero Motocorp SELL 3,100 3,000 (3.2 619 8.5 200 183 204 225 (0.9) 1.4 10.2 16.9 152 13.8 10.0 8.8 7.8 4.7 42 By 293 291 286 3.0 33 3.6 213
Mahindra CIE Automotive ADD 270 290 7.5 102 1.4 378 14 16 17 45.0 127 10.4 19.4 17.2 15.6 9.7 8.6 7.6 24 21 1.9 132 131 12.7 — — — 35
Mahindra & Mahindra BUY 893 1,125 259 1,1 15.3 1,138 45 54 56 18.8 19.0 42 19.8 16.6 16.0 12.9 10.7 10.0 3.0 26 23 15.8 16.6 15.4 1.0 12 13 314
Maruti Suzuki ADD 7,843 9,200 17.3 2,369 32.6 302 298 362 408 16.7 212 129 26.3 21.7 19.2 14.5 1.6 9.8 49 43 3.7 20.1 211 20.5 1.0 12 13 76.6
Motherson Sumi Systems SELL 258 280 8.6 543 7.5 2,105 1 14 16 40.2 215 13.8 5 18.5 16.3 9.1 7.5 6.5 4.7 4.0 34 225 232 23 1.1 13 1.4 15.5
MRF REDUCE 66,319 69,000 4.0 281 3.9 4 3,425 3932 441 283 14.8 12.2 194 16.9 15.0 9.0 7.8 6.7 2.5 2.2 19 13.9 13.9 13.7 0.1 0.1 0.1 7.6
Schaeffler India BUY 5.355 6,000 12.1 89 12 17 156 199 233 9.0 27.3 17.6 343 27.0 229 20.9 15.9 13.2 4.7 42 37 14.5 16.4 17.0 0.6 0.7 0.9 0.6
SKF ADD 1,708 1,800 5.4 88 12 51 69 82 97 19.7 18.5 18.2 24.8 209 17.7 15.8 13.0 10.7 4.1 3.6 3.1 16.7 171 17.4 0.7 0.8 1.0 0.4
Tata Motors BUY 225 425 82.1 792 10.1 3,396 22 36 39 10.7 62.7 8.0 10.6 6.5 6.0 3.3 2.8 2.6 0.8 0.7 0.6 7.6 1.2 10.8 = = = 522
Timken SELL 602 660 9.6 41 0.6 68 19 25 30 42.3 27.5 21.8 313 245 201 17.2 13.7 1.3 5.0 4.2 35 171 18.5 18.8 0.2 0.2 0.2 0.3
TVS Motor SELL 584 405 (30.7) 278 3.8 475 16 20 25 13.9 23.0 26.0 36.8 299 237 202 16.7 136 8.3 7.0 5 24.2 254 27.0 0.8 1.0 i3 14.9
Varroc Engineering BUY 850 1,250 47.1 115 1.6 135 39 47 51 523 19.9 10.2 218 182 16.5 17.0 14.4 125 33 28 22 15.3 15.3 135 — — — —
WABCO India SELL 6,906 6,350 ®8.1) 131 1.8 19 169 222 225 17.8 3.3 1.0 40.8 31.0 30.7 26.6 20.1 19.8 7.2 59 5.0 19.2 20.9 17.7 0.1 0.2 0.2 0.4
Automobiles Neutral 9,510 130 183 26.1 9.9 20.4 16.2 14.7 9.1 7.5 6.7 3.0 2.7 23 14.9 16.4 15.9 1.0 1.2 13 407.2
Banks
Axis Bank REDUCE 617 600 2.8) 1,586 21.8 2,567 18 40 45 1,577.6 1223 12.3 343 15.4 13.7 — — — 2.6 22 19 71 14.1 14.1 0.4 1.0 1.1 87.5
Bank of Baroda NR 109 — — 289 4.0 2,652 21 26 29 3237 26.4 12.1 53 4.2 3.8 — — — 0.9 0.7 0.6 12.7 14.0 13.7 — — — 41.0
Canara Bank ADD 2515 300 27.6 172 24 733 (5) 51 68 916 1,147.0 BEs (48.5) 46 35 = = = 14 0.8 0.6 (1.0) 101 12.0 = = = 26.7
City Union Bank REDUCE 184 200 8.8 135 19 665 9 n 12 58 13.3 16.7 19.5 17.2 14.7 — — — 3.0 26 23 15.5 15.6 16.0 0.9 1.0 12 19
DCB Bank ADD 154 205 335 47 0.7 308 10 12 16 28.2 21.0 331 15.0 124 9.3 — — = 1.8 1.6 1.4 1.7 127 149 0.6 0.8 1.0 42
Equitas Holdings BUY 134 190 422 46 0.6 340 4.4 8.4 11.4 378.4 89.9 35.6 30.1 15.9 1.7 — — — 1.9 1.7 1.5 6.4 1.2 13.4 — — — 4.9
Federal Bank BUY 72 130 81.8 142 1.9 1,972 5.7 79 9.7 295 BOlS) 229 12.6 9.1 7.4 = = = 12 1.1 0.9 8.8 1.4 12.8 1.8 23 2 17.6
HDFC Bank REDUCE 1,968 2,000 16 5,348 73.6 2,595 78 94 112 15.7 20.0 19.1 252 21.0 17.6 — — — 3.7 33 2.9 16.7 16.2 17.0 0.8 0.9 1.1 79.8
ICICI Bank BUY 313 400 27.8 2,015 27.7 6,429 8 26 31 (19.6) 209.1 19.2 36.9 12.0 10.0 — — — 21 18 15 5.1 14.5 15.5 0.5 17 2.0 94.6
IDFC Bank NR 38 — — 130 18 3,404 12 2.9 4.3 (52.7) 146.7 44.8 32.0 13.0 9.0 — — — 0.8 0.8 0.7 2.6 6.3 8.6 0.6 15 2.2 7.3
Indusind Bank REDUCE 1,702 1,900 1.6 1,023 14.1 600 71 87 102 17.5 236 16.9 24.1 19.5 16.7 = = = 3.6 3.1 2.7 17.6 16.8 17.0 = 0.6 0.7 326
J&K Bank BUY 46 100 119.5 25 0.3 557 7 n 15 824 63.8 335 6.9 4.2 31 — — — 0.5 0.5 0.4 5.9 9.1 1.2 2.9 4.8 6.4 0.3
Karur Viysya Bank ADD 81 110 352 65 0.9 727 3 13 14 (32.3) 306.7 9.1 253 6.2 5.7 = = = i 1.0 0.9 37 14.1 13.9 1.0 4.0 4.6 16
Punjab National Bank ADD 67 90 342 185 25 2,761 (27) 12 18 40.4 1453 46.9 (2.5) 5.6 38 — — — 33 1.1 0.6 (23.4) 10.7 13.8 — — — 40.7
RBL Bank SELL 536 475 (11.4) 228 EAl 420 22 29 36 48.1 Bllfs) 21.0 ZY 18.2 15.0 = = = EAl 28 24 3.3 15.5 16.5 0.6 0.8 1.0 16.2
State Bank of India BUY 264 370 40.2 2,355 32.4 8,925 8 37 53 204.8 380.5 427 34.3 7.1 5.0 — — — 1.7 13 1.0 3.1 13.6 16.7 — 0.2 0.2 99.9
Ujjivan Financial Services ADD 283 420 48.5 34 0.5 121 19 28 32 3,033.9 47.3 15.1 15.1 10.3 8.9 = = = 1.8 15 .3 12.1 15.8 15.8 0.6 1.0 12 5.4
Union Bank ADD 71 120 70.0 83 1.1 1,169 8 33 40 171 330.8 225 9.2 2.1 17 — — — 1.0 0.6 0.4 3.9 15.2 16.3 16 7.0 8.6 10.3
YES Bank SELL 224 200 (10.6) 517 71 2,303 18 19 25 (4.4 10.6 282 12.8 1.5 9.0 — — — 1.8 1.6 14 14.7 14.5 16.4 i3 1.4 18 112.8
Banks Attractive 14,424 199 812.7 145.8 26.5 29.2 1.9 9.4 1.8 1.6 14 6.0 13.1 14.5 0.6 0.9 1.1 685.5

Source: Company, Bloomberg, Kotak Institutional Equities estimates
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Kotak Institutional Equities: Valuation summary of KIE Universe stocks

Target o/s ADVT 5

Price (Rs) price Upside Mkt cap. shares EPS (Rs) EPS growth (%) P/E (X) EV/EBITDA (X) P/B (X) ROE (%) Dividend yield (%) 3mo o
Company Rating 26-Sep-18 (Rs) (%) (Rsbn) (US$ bn) (mn) 2019E  2020E  2021E 2019E 2020E 2021E 2019E 2020E 2021E 2019E  2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E (US$ mn) =0
NBFCs Q
Bajaj Finance SELL 2,316 2,000 (13.6) 1,338 18.4 575 68 90 14 56.6 31.9 27.3 34.1 258 203 — — — 6.9 56 4.5 22.4 24.0 24.6 0.3 0.4 0.5 69.9 U
Bajaj Finserv REDUCE 6,213 6,100 (1.8) 989 13.6 159 245 307 376 39.7 252 225 253 202 16.5 — — — 4.0 34 2.8 175 18.1 18.6 0.2 0.2 0.2 21.2 ]
Bharat Financial Inclusion NA 1,063 — 149 2.1 139 43 54 69 31.1 27.2 258 24.8 19.5 15.5 — — — 4.0 33 2.7 17.9 18.5 19.0 — — — 10.4 —
Cholamandalam ADD 1216 1,425 17.2 190 2.6 156 74 92 113 19.4 238 2241l 16.4 13.2 10.7 = = = 3.3 2.7 22 206 213 21.7 0.7 0.9 1.1 7.6 l.<_
HDFC ADD 1,767 2,020 14.3 2,994 41.2 1,676 55 65 79 (27.3) 18.7 212 322 271 224 — — — 4.0 37 33 13.6 14.2 15.7 12 14 17 79.5 w
HDFC Standard Life Insurance SELL 404 405 0.3 813 1.2 2,007 6 7 8 14.8 10.9 14.7 63.6 57.3 50.0 = = = 16.8 15.0 13.4 28.0 27.7 284 0.4 0.4 0.5 7.6 C
ICICI Lombard SELL 857 620 27.7) 389 5.4 454 26 32 37 371 21.5 18.5 329 271 229 — — — 7.2 6.0 51 238 242 24.0 0.7 0.8 1.0 4.8
ICICI Prudential Life BUY 344 500 45.5 493 6.8 1,436 12 13 5] 10.1 7.0 10.0 277 259 235 = = = 6.2 5.2 44 245 21.8 202 0.6 0.6 0.7 8.7 3
IIFL Holdings SELL 552 625 13.3 176 24 319 38 45 52 315 18.6 16.0 14.7 12.4 10.7 — — — 26 2.3 2.0 205 20.0 20.0 15 17 2.0 17 3
L&T Finance Holdings ADD 132 165 249 264 3.6 1,996 13 14 16 70.9 12.3 12.8 10.5 9.4 8.3 = = = 19 16 14 18.9 18.8 18.3 14 19 1.8 18.2 Q
LIC Housing Finance BUY 433 580 339 219 3.0 505 48 55 66 10.9 13.9 19.8 89 7.9 6.6 — — — 1.4 1.2 1.1 17.0 16.2 16.9 1.7 20 24 16.5 =S
Magma Fincorp BUY 128 165 28.6 35 0.5 237 13 17 21 34.0 31.8 23.0 9.9 73 6.1 = = = 13 1.1 1.0 138 15.8 17.0 13 2.0 23 1.0 <
Mahindra & Mahindra Financial ADD 422 450 6.7 261 3.6 614 23 28 34 58.4 232 18.6 18.4 14.9 12.6 — — — 2.7 2.4 2.2 14.3 15.8 16.7 15 1.8 2.2 1.8 0
Max Financial Services ADD 443 650 46.7 119 16 268 6 6 6 36.9 1.8 18 70.6 69.4 68.2 = = = = = = 8.3 8.0 7.8 = 0.5 0.5 52 wn
Muthoot Finance ADD 433 480 10.9 173 2.4 400 40 42 48 (7.8) 6.0 14.8 10.9 10.3 9.0 — — — 19 17 15 19.0 17.6 17.8 2.1 2.2 2.6 7.0 rD
PNB Housing Finance REDUCE 996 1,200 205 167 2.3 167 62 75 92 253 209 224 16.0 13.2 10.8 = = = 23 2.0 17 15.2 15.9 17.0 0.3 0.3 0.3 52 -9|.
SBI Life Insurance ADD 577 785 36.0 577 7.9 1,000 15 18 21 26.0 229 17.0 397 323 27.6 — — — 7.5 6.3 53 206 213 20.9 0.4 0.5 0.6 2.7 rD
Shriram City Union Finance ADD 1,725 2,120 229 14 16 66 139 171 206 38.1 226 20.5 12.4 10.1 8.4 = = = 2.0 1.7 15 15.5 16.7 17.4 1.0 12 15 15 3
Shriram Transport BUY 1,189 1,450 22.0 270 3.7 227 109 127 143 57.8 16.2 12.5 10.9 9.4 8.3 — — — 19 16 1.4 17.6 17.2 16.8 13 15 1.8 34.3
NBFCs Neutral 9,728 134 13.2 19.5 19.6 25.1 21.0 17.6 4.0 Bi5) 3.0 15.9 16.5 17.1 0.8 0.9 1.1 685.5 c-
Cement 2
ACC SELL 1,582 1,270 (19.7) 297 4.1 188 62 70 81 27.0 13.8 152 256 225 19.5 14.2 12.2 10.4 29 2.7 24 1.9 12.5 13.1 1.1 11 1.1 16.5
Ambuja Cements REDUCE 226 210 7.1 449 6.2 1,986 9 1 12 14.5 232 15.8 263 213 18.4 8.8 7.3 6.1 21 2.0 18 8.1 9.5 10.4 16 16 16 10.9 E
Dalmia Bharat ADD 2,430 2,830 16.5 217 3.0 89 94 122 139 55.8 293 14.8 258 20.0 17.4 9.9 8.1 6.9 3 2.7 24 12.9 14.6 14.5 0.1 0.1 0.1 45 ~
Grasim Industries BUY 1,045 1,170 12.0 687 9.5 657 46 55 70 (2.5) 18.8 280 226 19.0 14.9 7.6 71 6.7 1.1 1.1 1.0 5.2 5.9 71 0.5 0.5 0.5 16.3 N
India Cements REDUCE 109 118 8.2 34 0.5 308 4 8 12 28.0 102.6 41.3 26.1 12.9 9.1 8.5 6.7 5.6 0.6 0.6 0.6 25 4.8 6.5 0.9 0.9 0.9 s o
J K Cement ADD 783 890 13.6 55 0.8 70 45 79 78 37 75.4 (0.8) 17.5 10.0 10.0 10.3 8.5 6.9 25 2.0 17 15.0 22.3 18.5 1.0 1.0 1.0 05 —_—
JK Lakshmi Cement ADD 306 370 209 36 0.5 118 m 28 37 1535 147.9 30.5 27.0 10.9 8.4 9.6 6.2 3.1 2.3 18 1.6 8.9 19.5 21.0 0.7 0.7 0.7 0.3 m
Orient Cement ADD 100 145 44.4 21 0.3 205 7 m 15 212.9 58.7 41.3 14.9 9.4 6.6 7.2 55 4.1 18 16 13 12.9 18.2 21.8 15 2.0 2.0 0.2
Shree Cement SELL 17,442 12,500 (28.3) 608 8.4 35 421 630 760 6.0 49.7 20.6 4.4 27.7 23.0 19.3 14.5 1.8 6.0 5.0 4.2 15.4 19.7 19.8 0.3 0.3 0.3 5.4
UltraTech Cement SELL 4,068 2,950 (27.5) 1,117 15.4 275 126 162 201 42.7 289 24.0 323 251 202 16.9 14.0 1.6 3.8 3.4 2.9 12.6 14.3 15.4 0.2 0.2 0.2 19.3
Cement Cautious 3,520 48 19.5 303 21.8 28.4 21.8 17.9 10.9 9.3 8.1 24 2.2 2.0 8.4 10.0 1.0 0.6 0.6 0.6 83.4

Source: Company, Bloomberg, Kotak Institutional Equities estimates
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Kotak Institutional Equities: Valuation summary of KIE Universe stocks

Target ors ADVT
Price (Rs) price Upside Mkt cap. shares EPS (Rs) EPS growth (%) P/E (X) EV/EBITDA (X) P/B (X) ROE (%) Dividend yield (%) 3mo

Company Rating 26-Sep-18 (Rs) (%) (Rsbn) (US$ bn) (mn) 2019E  2020E  2021E 2019E 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E (US$ mn)
Consumer products
Asian Paints REDUCE 1,282 1,325 3.4 1,230 16.9 959 27 33 39 321 203 18.3 47.3 393 332 29.6 24.5 20.7 12.8 1.1 9.7 288 303 Siil3) 0.9 12 1.4 236
Bajaj Corp. ADD 438 470 7.4 65 0.9 148 15 17 19 7.8 10.3 9.5 28.4 257 235 22.8 19.4 16.9 13.2 13.1 12.9 46.3 51.2 55.4 3.0 32 3.4 0.6
Britannia Industries ADD 5,682 6,700 17.9 683 9.4 120 104 127 152 245 222 19.2 54.6 44.6 374 5.7 292 24.4 15.9 12.8 10.5 Bz 31.8 309 0.6 0.8 1.0 14.2
Coffee Day Enterprises REDUCE 294 290 (1.5) 62 0.9 21 8 10 12 129.9 30.0 212 383 295 243 12,5 1.0 10.1 2.4 23 21 6.6 8.0 8.9 — — — 1.1
Colgate-Palmolive (India) ADD 1,097 1,250 13.9 298 4.1 272 27 32 36 14.7 15.6 155 402 34.8 301 23.0 200 17.4 17.6 152 13.4 46.0 46.9 47.3 1.5 17 21 7.3
Dabur India REDUCE 436 390 (10.6) 771 10.6 1,762 9 10 12 17.3 129 13.6 47.9 424 373 401 346 30.0 13.5 1.7 10.3 281 296 294 09 1.0 13 20.8
GlaxoSmithKline Consumer ADD 7,201 7,300 14 303 42 42 199 223 246 19.5 121 10.1 36.2 323 293 25,3 21.8 19.2 7.8 7.1 6.5 22.8 23.0 231 1.2 5 .7 23
Godrej Consumer Products SELL 772 733 (5.1) 790 10.9 1,022 17 19 22 18.8 137 12.7 457 402 356 324 281 245 10.7 9.3 8.1 253 247 242 0.7 0.8 0.9 13.8
Hindustan Unilever REDUCE 1.611 1,570 2.5) 3,487 48.0 2,160 29 B3 37 19.5 132 12.6 55.0 48.5 431 38.0 334 29.6 43.0 36.5 314 835 81.4 78.3 1.3 15 17 375
mc ADD 293 330 12.6 3,586 49.4 12,275 10 m 12 8.2 12.3 mn7 304 271 242 19.6 17.3 15.4 6.6 6.2 5.9 20.4 22.2 24.2 19 23 26 58.1
Jubilant Foodworks BUY 1,292 1,650 27.7 171 2.3 132 25 35 46 74.7 37.6 324 50.8 369 27.9 25.4 19.1 14.4 12.7 9.6 7.3 29.0 29.7 29.9 0.2 0.2 0.3 283
Jyothy Laboratories ADD 200 240 19.9 73 1.0 364 6 7 8 27.6 16.7 15.4 356 305 26.4 23.8 202 17.2 5.5 4.8 4.2 16.6 16.8 16.9 0.5 0.7 1.0 0.9
Marico ADD 340 375 10.4 439 6.0 1,291 7 8 9 8.9 20.0 14.5 49.8 41.5 36.2 34.6 285 24.6 16.3 15.2 14.0 33.7 37.9 40.2 1.4 16 18 10.0
Nestle India ADD 9,729 11,000 13.1 938 12.9 96 171 197 223 34.2 15.7 13.2 57.0 493 435 326 28.1 24.7 252 231 21.2 46.1 49.0 50.8 12 14 16 9.9
Page Industries SELL 32,812 25,000 (23.8) 366 5.0 1 418 508 607 343 21.6 19.5 78.5 64.6 54.0 50.8 41.9 34.9 33.2 263 211 47.8 45.5 43.4 0.5 0.7 0.8 17.9
Pidilite Industries REDUCE 1,076 1,080 0.4 546 7.5 508 21 26 31 16.8 21.8 202 51.1 41.9 349 339 28.0 233 13.0 10.9 9.1 27.4 282 284 0.7 0.8 0.9 8.1
S H Kelkar and Company BUY 206 290 41.0 30 0.4 145 7 10 12 (6.2) 419 232 296 209 16.9 19.2 13.8 1.9 32 29 26 113 14.5 16.0 0.9 1.0 1.3 0.5
Tata Global Beverages REDUCE 234 250 6.7 148 20 631 8 9 10 7.7 17.0 129 29.6 253 224 16.2 14.2 12.6 20 1.9 1.9 7.0 7.9 8.5 13 1.5 1.7 11.0
Titan Company SELL 815 840 2 723 10.0 888 16 20 23 25.6 21.8 19.3 50.7 417 34.9 33.6 268 22.0 12.0 10.1 8.5 25.6 26.3 264 0.6 0.7 0.9 393
United Breweries SELL 1.418 1,100 (22.4) 375 5.2 264 21 26 31 39.2 236 20.6 68.2 552 45.8 337 29.0 24.9 1.8 10.0 8.5 18.7 19.6 20.0 0.2 0.3 0.4 13.9
United Spirits REDUCE 534 590 10.5 388 53 727 10 13 17 34.7 309 24.5 52.1 398 32.0 30.4 24.6 20.7 10.6 7.8 6.0 24.2 22.7 213 = = 0.5 13.2
Varun Beverages ADD 787 800 17 144 2.0 183 15 20 26 29.8 34.5 30.7 52.6 39.1 299 17.4 14.8 12.5 7.3 6.2 53 14.6 171 19.0 — — 0.3 13
Consumer products Cautious 15,614 215 17.7 16.0 14.7 43.9 37.9 33.0 28.4 24.4 21.2 1.5 10.3 9.2 26.1 271 27.8 1.2 14 1.6 3336
Energy
BPCL REDUCE 369 375 17 800 11.0 1,967 38 39 39 6.7) 31 11 9.8 9.5 9.4 71 6.7 6.6 19 1.7 16 205 19.1 17.5 4.1 4.2 42 259
Castrol India SELL 150 155 3.6 148 2.0 989 7 8 9 29 10.1 9.7 21.2 19.2 17.5 13.2 1.9 10.8 13.9 13.6 13.1 67.1 71.5 76.0 37 4.2 4.5 37
GAIL (India) BUY 375 440 17.3 846 11.6 2,255 26 29 31 27.8 10.0 €5 14.4 13.1 1.9 9.0 8.2 75 19 1.8 1.6 14.0 14.1 14.2 2.3 25 2.8 251
GSPL SELL 184 175 (5.1) 104 1.4 564 11 11 12 (6.5) (0.5) 1.9 16.6 16.7 14.9 6.2 6.2 5.5 1.9 1.7 1.6 1.7 10.7 10.9 0.9 0.9 1.0 13
HPCL REDUCE 248 285 14.9 378 5.2 1,524 32 32 32 (22.3) .2) 0.5 7.7 7.8 7.8 6.9 7.3 7.6 14 13 12 19.6 17.4 16.1 5.3 5.2 5.2 225
Indraprastha Gas SELL 268 240 (10.4) 187 26 700 12 13 15 16.4 123 10.7 223 19.9 17.9 141 124 11.0 4.6 4.0 35 221 215 209 09 1.2 1.5 9.6
IoCL REDUCE 154 150 2.9) 1,500 20.6 9,479 18 17 18 (11.2) @.1) 2.8 8.5 8.8 8.6 49 4.8 47 12 1.1 1.1 1.1 134 129 4.7 45 4.7 18.0
Mahanagar Gas ADD 831 965 16.1 82 1.1 99 56 60 64 16.0 76 5.4 14.8 13.8 13.1 8.6 7.8 7.1 35 31 2.7 24.8 235 22.0 2.7 2.9 31 12.6
ONGC ADD 181 200 10.7 2,318 31.9 12,833 20 20 19 16.8 0.3 (5.9) 8.9 8.9 9.4 42 4.0 3.9 1.0 0.9 0.9 1.2 10.6 9.5 37 3.9 3.9 16.4
Oil India SELL 218 200 8.4) 248 3.4 1,135 23 24 23 6.7) 3.4 2.5) 9.5 9.2 9.4 6.2 59 5.9 0.8 0.8 0.8 9.2 9.0 8.4 4.2 4.4 43 2.2
Petronet LNG BUY 225 280 245 337 4.6 1,500 16 18 20 16.7 13.1 9.4 13.9 12.3 11.2 9.3 7.8 6.9 3.0 2.7 24 233 232 22.7 25 33 4.0 10.2
Reliance Industries SELL 1,251 985 1.3) 7,406 102.0 5,922 69 78 87 17.6 124 1.9 18.0 16.0 14.3 12.1 10.3 8.8 22 2.0 18 12.2 12.1 121 0.5 0.5 0.6 1441
Energy Attractive 14,353 198 7.2 5.2 4.8 13.0 123 1.8 7.8 7.2 6.7 1.7 15 14 13.0 125 12.0 2.0 21 2.2 291.5

Source: Company, Bloomberg, Kotak Institutional Equities estimates
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Kotak Institutional Equities: Valuation summary of KIE Universe stocks

Target (78 ADVT 5

Price (Rs) price Upside Mkt cap. shares EPS (Rs) EPS growth (%) P/E (X) EV/EBITDA (X) P/B (X) ROE (%) Dividend yield (%) 3mo Q_
Company Rating 26-Sep-18 (Rs) (%) (Rsbn) (US$ bn) (mn) 2019E  2020E  2021E 2019E 2020E 2021E 2019E 2020E 2021E 2019E  2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E (US$ mn) —
Industrials Q
ABB SELL 1,436 1,020 (29.0) 304 4.2 212 26 29 36 30.1 14.2 235 55.7 48.8 395 327 29.4 24.4 7.7 7.0 6.2 14.5 15.1 16.7 0.6 0.6 0.6 22 U
BHEL REDUCE 72 89 234 265 36 3,671 33 5.5 76 479 69.3 38.0 222 13.1 9.5 6.8 4.2 3.0 0.8 0.8 0.8 36 6.1 8.2 28 4.7 6.5 9.4 ]
Carborundum Universal SELL 383 322 (15.9) 72 1.0 189 14 17 20 25.0 214 13.8 26.9 221 19.4 14.7 12.0 10.4 42 37 33 16.3 17.8 18.1 1.1 1.4 15 0.4 —
CG Power and Industrial BUY 49 72 47.7 31 0.4 627 29 43 6.2 2552 48.7 449 16.8 1.3 7.8 7.0 5.5 43 1.1 1.1 1.0 6.7 9.8 133 — — — 5.8 l.<_
Cummins India REDUCE 692 710 25 192 26 277 28 33 37 15.2 17.5 13.7 249 212 18.6 208 17.9 15.4 45 42 39 18.7 20.6 218 22 26 29 49 w
Kalpataru Power Transmission BUY 325 560 723 50 0.7 153 23.0 321 41.0 26.0 39.1 27.7 14.1 10.1 7.9 6.5 5.1 43 1.7 1.4 1.2 125 15.2 16.7 0.5 0.5 0.5 0.6 C
KEC International BUY 285 410 441 73 1.0 257 21 27 33 16.9 297 23.0 136 10.5 8.5 7.8 6.3 5.4 3.0 24 1.9 241 252 249 0.8 1.0 13 27 3
L&T BUY 1,333 1,600 201 1,868 25.7 1,401 66.3 67.6 79.5 28.2 1.9 17.6 201 19.7 16.8 18.0 17.4 14.5 34 30 2.7 17.6 16.2 171 1.7 1.7 20 45.6
Siemens SELL 946 1,000 5.7 337 4.6 356 29 35 — 214 217 — E245) 26.7 - 18.2 14.6 — B 36 — 123 14.0 — 13 15 — 36 3
Thermax REDUCE 950 1,010 6.3 113 1.6 113 278 387 438 347 392 13.2 342 246 217 217 16.0 13.7 37 34 3.0 11 14.3 14.7 1.0 1.2 13 1.0 m
Industrials Neutral 3,305 46 29.0 13.9 11.9 22.8 20.0 17.9 16.5 14.6 121 28 2.6 2.6 123 12.9 143 1.6 1.8 2.0 76.2 =S
Infrastructure <
Adani Ports and SEZ BUY 339 460 359 701 9.7 2,071 19 23 29 1.2 211 29.8 18.1 14.9 1.5 12.5 10.4 9.1 29 24 20 17.0 17.7 19.4 0.5 0.6 0.6 17.3 0
Ashoka Buildcon BUY 114 235 106.3 32 0.4 282 9 10 10 4.1 17.8 (1.3) 13.0 11.0 1.2 8.6 7.2 6.7 1.4 13 12 1.8 123 11.0 15 1.1 1.1 0.5 wn
Container Corp. SELL 629 635 1.0 306 4.2 487 21 25 29 17.4 209 15.0 30.3 25.1 218 18.6 14.8 121 3.0 28 26 10.3 1.6 123 1.4 1.7 1.6 5.5 rD
Dilip Buildcon BUY 687 1,240 80.5 94 1.3 137 56 71 85 19.8 275 20.1 12.3 9.7 8.1 6.6 53 4.5 29 22 1.8 26.7 26.2 24.4 — — — 4.1 -9|.
Gateway Distriparks BUY 153 250 63.2 17 0.2 109 7 8 1" (5.8) 15.2 375 214 18.6 135 10.1 8.3 6.8 29 25 21 9.8 14.5 171 — 2.0 20 03 rD
Guijarat Pipavav Port BUY 101 150 48.0 49 0.7 483 53 6.5 78 29.7 229 19.3 19.0 15.4 129 10.0 8.2 6.8 24 23 23 12.7 15.3 17.8 4.4 5.3 6.3 1.0 3
IRB Infrastructure BUY 141 320 126.4 50 0.7 351 31 33 23 36.8 71 (31.3) 46 43 6.2 6.0 6.5 77 0.7 0.7 0.6 17.6 16.3 10.0 22 2.8 3.0 57
Mahindra Logistics REDUCE 543 565 4.0 39 0.5 71 15 21 25 50.7 393 237 36.7 26.4 213 204 148 1.7 7.6 6.2 5.0 227 258 258 — — — 05 c-
Sadbhav Engineering BUY 239 435 81.7 41 0.6 172 17 22 23 317 31.0 26 14.1 10.8 10.5 10.5 8.2 6.9 1.9 1.7 15 14.5 16.5 14.7 = = = 1.4 2
Infrastructure Attractive 1,328 18 1.3 20.3 16.7 17.2 14.3 123 10.9 9.2 83 26 2.2 1.9 14.8 (=t 15.7 0.9 1.1 a1 36.2
Internet E
Info Edge ADD 1,523 1,425 (6.5) 186 2.6 122 26 E3) 40 14.9 27.5 20.6 589 46.2 38.3 44.8 B2l 273 7.0 .3 57 132 143 15.6 05 0.5 0.7 32 ~
Just Dial ADD 506 610 20.5 34 0.5 67 26 30 33 23.0 15.0 9.4 19.4 16.8 15.4 10.1 8.1 6.7 3.0 26 23 16.7 16.6 15.7 0.5 0.6 0.6 234 N
Internet Cautious 220 3 17.6 23.0 16.8 44.8 36.4 31.2 329 25.9 21.6 5.8 52 4.6 12.9 14.2 14.7 0.5 0.5 0.7 26.7 o
Media -
DB Corp. REDUCE 204 270 327 37 0.5 184 20 23 26 14.9 12.3 14.8 10.0 8.9 78 5.3 4.7 = 20 2.0 = 20.7 223 252 8.3 10.3 12.4 0.5 m
DishTV ADD 57 90 57.8 105 1.4 1,925 18 3.4 49 514.6 88.2 426 NM 16.6 1.6 5.0 39 3.1 1.5 1.4 13 5.1 8.9 1.5 s . — 53
Jagran Prakashan REDUCE 113 131 15.5 34 0.5 311 1" 12 14 10.0 13.6 14.5 10.7 9.4 8.2 46 39 34 1.8 17 1.6 15.9 18.2 19.7 4.4 6.6 75 0.4
PVR BUY 1,285 1,430 1.2 60 0.8 47 38 50 61 412 323 22.4 339 25.6 209 13.0 1.1 9.4 49 42 36 15.3 17.6 18.3 03 0.4 0.5 1.5
Sun TV Network REDUCE 635 925 45.7 250 3.4 394 35 39 43 20.7 10.9 10.7 18.3 16.5 14.9 122 10.6 9.1 49 4.4 39 28.1 279 279 28 31 35 19.3
Zee Entertainment Enterprises ADD 449 600 337 431 59 960 17 20 22 1.3 17.0 13.9 26.8 229 20.1 16.5 139 12.0 5.0 4.4 39 19.9 20.6 207 1.0 1.2 1.6 18.3
Media Attractive 917 13 28.7 21.0 17.2 22.0 18.2 135 10.4 88 7/ 3.6 32 BAl 16.3 17.7 19.8 17 21 25 5.5

Source: Company, Bloomberg, Kotak Institutional Equities estimates
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Kotak Institutional Equities: Valuation summary of KIE Universe stocks

Target (78 ADVT
Price (Rs) price Upside Mkt cap. shares EPS (Rs) EPS growth (%) P/E (X) EV/EBITDA (X) P/B (X) ROE (%) Dividend yield (%) 3mo

Company Rating 26-Sep-18 (Rs) (%) (Rsbn) (US$ bn) (mn) 2019E  2020E  2021E 2019E 2020E 2021E 2019E 2020E 2021E 2019E  2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E (US$ mn)
Metals & Mining
Coal India ADD 273 320 17.4 1,692 233 6,207 25 25 27 120.4 22 6.6 10.9 10.7 10.0 8.3 7.0 6.5 6.7 7.4 79 62.7 65.9 76.0 7.3 9.2 9.2 15.1
Hindalco Industries BUY 248 305 23.0 557 7.7 2,229 27 31 34 25.1 13.6 10.2 9.1 8.0 7.2 5.8 5.0 45 0.9 0.8 0.7 10.6 10.8 10.8 0.5 0.5 0.5 35.7
Hindustan Zinc ADD 307 290 (5.5) 1,296 17.8 4,225 22 26 27 37 14.7 5.4 13.8 12.0 1.4 8.1 6.7 59 3.1 27 23 24.4 24.2 221 26 26 26 6.2
Jindal Steel and Power REDUCE 231 215 (6.8) 223 31 968 8 14 22 195.9 68.5 60.8 28.3 16.8 10.5 71 6.5 56 0.7 0.7 0.7 27 43 6.5 — —_ — 346
JSW Steel SELL 408 350 (14.2) 986 136 2,406 31 26 31 16.1 (16.2) 17.2 131 15.6 133 7.5 8.7 77 28 24 21 235 16.6 16.8 0.8 0.8 0.8 324
National Aluminium Co. ADD 67 80 19.9 129 1.8 1,933 9 7 8 125.8 21.1) 24 7.2 9.1 8.9 32 4.1 4.0 12 12 12 16.8 13.0 133 9.0 9.0 9.0 1.7
NMDC REDUCE 117 120 23 371 5.1 3,164 12 10 n 42 (14.3) 59 9.6 1.2 10.6 5.9 6.8 6.4 14 1.4 13 15.3 124 125 47 47 47 6.0
Tata Steel ADD 609 660 8.4 698 9.6 1,205 76 85 94 12.8 121 10.9 8.0 7 6.5 6.0 6.3 6.0 1.1 1.0 0.9 143 14.3 14.4 1.6 1.6 1.6 739
Vedanta BUY 242 370 53.2 898 12.4 3,717 32 39 38 491 19.7 (0.7) 75 6.3 6.3 4.9 4.0 A7 1.3 1.1 1.0 18.0 19.4 17.2 4.0 4.8 4.8 46.0
Metals & Mining Attractive 6,850 94 39.9 6.7 7.8 10.4 9.7 9.0 6.4 6.0 55 1.8 1.7 1.5 17.9 17.5 171 3.6 4.1 4.1 261.6
Pharmaceutical
Apollo Hospitals ADD 1,043 1,090 4.5 145 2.0 139 20 27 33 1335 36.7 216 529 38.7 319 18.7 15.8 138 4.2 39 36 8.2 10.5 1.8 0.5 0.6 0.8 15.1
Aster DM Healthcare BUY 159 240 50.5 81 1.1 505 5 8 12 74.4 62.0 51.4 332 20.5 135 12.0 9.4 7.4 26 24 2.1 8.3 12.2 16.3 = = = 0.2
Aurobindo Pharma ADD 759 760 0.1 445 6.1 584 42 57 64 1.0 35.8 123 18.0 133 1.8 12.0 8.9 7.9 32 26 22 19.3 19.9 18.6 0.7 0.8 1.0 38.3
Biocon SELL 707 330 (53.3) 424 58 601 8 15 18 359 75.7 21.7 839 47.8 393 36.5 24.4 20.7 7.0 6.3 5.6 8.7 13.9 14.3 0.4 0.7 0.9 226
Cipla BUY 673 680 1.1 542 7.5 805 24 31 40 345 31.0 29.4 28.6 218 16.8 16.1 12.8 10.0 34 3.0 26 12.4 14.6 15.7 0.7 1.0 13 245
Dr Lal Pathlabs REDUCE 968 900 (7.0) 81 11 83 24 29 34 19.0 17.9 18.4 39.8 337 285 244 20.4 16.7 8.5 7.2 6.0 234 231 229 05 0.6 0.7 13
Dr Reddy's Laboratories REDUCE 2,601 2,150 (17.3) 432 59 166 89 118 141 50.2 32.8 19.3 293 221 18.5 14.7 10.5 8.8 31 28 25 1.1 12.6 133 0.5 0.7 0.8 349
HCG REDUCE 223 290 298 20 03 85 2 4 7 39.8 80.3 80.8 102.2 56.7 31.4 16.8 139 10.6 36 34 3.0 35 6.1 10.1 - — - 0.2
Laurus Labs ADD 435 500 149 46 0.6 106 16 29 34 24 79.9 17.5 26.8 149 127 124 8.6 7.6 28 23 20 10.9 171 15.6 — — — 0.7
Lupin REDUCE 892 800 (10.3) 403 5.6 450 27 39 50 (28.9) 440 27.4 329 228 17.9 15.4 1.1 9.0 27 25 22 8.6 1.4 124 05 0.7 08 46.0
Narayana Hrudayalaya ADD 247 265 7.4 50 0.7 204 3 6 9 23.0 1032 40.7 79.8 393 279 227 15.8 12.7 4.6 4.1 36 5.9 11.0 137 — — — 0.1
Sun Pharmaceuticals SELL 640 540 (15.6) [SES] 211 2,406 16 24 29 73 45.5 216 39.2 27.0 22.2 212 15.3 12.7 37 23 29 9.8 129 132 0.5 0.7 0.9 62.8
Torrent Pharmaceuticals NR 1,705 — — 289 4.0 169 a7 61 81 18.0 296 321 36.1 278 211 15.7 135 111 5.5 4.8 41 153 17.2 193 0.6 0.8 1.1 7.8
Pharmaceuticals Neutral 4,492 62 11.3 40.7 22.6 R 24.1 19.6 17.5 13.0 10.8 37 3.3 29 10.9 13.5 14.6 0.5 0.7 0.9 254.7
Real Estate
Brigade Enterprises BUY 197 290 472 27 0.4 136 9 15 17 (17.0) 59.2 15.8 214 135 11.6 133 10.4 8.3 1.1 1.1 1.0 5.4 8.1 8.8 13 1.3 13 0.3
DLF RS 183 — — 326 4.5 1,784 53 239 14.1 (87.2) 354.6 (41.0) 34.8 76 13.0 50.2 8.8 16.4 0.9 0.8 0.8 26 1.3 6.2 1.1 1.1 1.1 18.6
Godrej Properties SELL 604 400 (33.7) 138 19 216 133 15.8 18.2 (38.9) 19.1 15.2 455 38.2 332 2716 1421 1169 39 35 32 10.5 9.7 10.1 = = = 15
Oberoi Realty BUY 417 560 34.4 152 2.1 340 62 44 66 385.4 (28.0) 49.3 6.8 9.4 6.3 9.4 1.7 5.0 1.5 13 1.1 27.4 15.2 19.2 0.5 0.5 0.5 23
Prestige Estates Projects ADD 220 315 435 82 1.1 375 19 21 1" (24.2) 8.4 — 1.5 10.6 20.6 10.1 10.2 13.6 0.8 0.8 — 14.6 14.9 73 1.4 1.4 0.7 0.8
Sobha REDUCE 421 510 212 40 0.5 95 23 36 24 (48.8) 51.7 (32.6) 17.9 1.8 17.5 11 8.7 10.9 1.8 16 1.6 9.0 14.8 9.1 17 1.7 17 17
Sunteck Realty REDUCE 426 360 (15.4) 62 0.9 140 19 19 39 224 16 106.6 228 224 10.8 19.2 18.7 8.1 21 19 1.6 9.5 8.9 16.2 0.2 0.2 0.2 19
Real Estate Neutral 827 1" (53.1) 65.1 (14.4) 7.7 10.7 125 19.0 1.2 124 13 1.1 1.1 7 10.6 9.0 0.8 0.8 0.7 27.2

Source: Company, Bloomberg, Kotak Institutional Equities estimates
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Kotak Institutional Equities: Valuation summary of KIE Universe stocks

Target o/s ADVT 5
Price (Rs) price Upside Mkt cap. shares EPS (Rs) EPS growth (%) P/E (X) EV/EBITDA (X) P/B (X) ROE (%) Dividend yield (%) 3mo Q_
Company Rating 26-Sep-18 (Rs) (%) (Rs bn) (US$ bn) (mn) 2019E  2020E  2021E 2019E 2020E 2021E 2019E 2020E 2021E 2019E  2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E (US$ mn) S
Technology Q
HCL Technologies REDUCE 1,090 1,100 09 1,518 209 1,409 71 78 82 14.6 89 5.0 15.3 14.0 13.4 10.0 8.8 82 34 29 26 244 223 20.6 0.8 28 3.0 36.1 U
Hexaware Technologies SELL 436 455 4.4 129 1.8 302 20 24 27 19.5 216 12.7 22.0 18.1 16.1 16.3 12.4 10.8 5.7 4.8 4.1 276 28.7 275 1.8 1.8 23 231 m
Infosys ADD 718 770 73 3,136 43.2 4,350 36 41 45 12.8 133 8.9 19.7 17.4 15.9 13.5 1.7 10.5 4.4 4.0 36 234 242 237 3.0 2.7 29 88.5 —
L&T Infotech ADD 1,872 2,100 122 324 45 175 83 96 113 305 15.6 18.1 226 19.5 16.5 171 13.8 1.7 6.8 55 45 335 313 30.0 13 1.4 1.6 9.1 l.<_
Mindtree ADD 1,074 1,225 14.1 176 24 165 45 57 65 295 27.0 14.5 240 18.9 16.5 15.2 1.9 10.3 5.5 4.6 39 247 26.6 258 1.2 1.6 1.8 26.6 w
Mphasis SELL 1,180 900 (23.8) 228 31 193 53 60 63 219 121 4.7 221 19.7 18.8 16.3 13.8 12.8 4.4 39 36 18.9 21.0 20.0 1.7 21 25 6.8 C
TCS REDUCE 2,142 1,950 (9.0) 8,201 1129 3,829 84 94 101 249 1.7 7.4 254 228 212 18.7 16.8 15.6 82 8.1 7.9 343 356 37.7 20 35 38 85.2
Tech Mahindra ADD 749 865 15.5 661 9.1 891 46 57 64 8.4 224 13.0 16.2 132 1.7 9.7 7.6 6.5 3.0 26 22 202 212 203 12 1.4 1.5 402 3
Wipro REDUCE 319 325 1.8 1,444 19.9 4,507 19 23 25 12.8 19.5 7.5 16.7 14.0 13.0 10.7 9.0 8.2 26 24 22 16.5 17.6 17.4 0.5 31 34 18.9 3
Technology Cautious 15,818 218 15.6 13.0 8.1 214 189 17.5 14.7 129 11.8 52 4.7 4.4 242 25.1 249 19 3.0 33 334.5 m
Telecom =S
Bharti Airtel ADD 361 445 232 1,444 19.9 3,997 (&) ) 5 (221.5) 28.8 2151 (62.8) (88.3) 76.7 9.5 8.0 6.4 22 22 22 3.4 (2.5) 29 03 0.2) 03 244 <
Bharti Infratel REDUCE 262 285 9.0 484 6.7 1,850 13 12 13 (4.8) (8.5) 7.7 200 218 203 74 7.8 7.3 3.0 30 29 14.6 13.7 14.6 4.0 37 4.0 103 !
IDEA REDUCE 41 45 8.6 362 5.0 4,359 17) 17) (15) (75.6) 2.4) 1.4 (2.5) 2.4) @.7) 40.9 342 21.0 0.8 1.2 23 (29.7)  (41.1) (59.4) = = = 16.5 wn
Tata Communications ADD 510 660 293 145 20 285 0 3 7 (77.5) 694.2 1235 1,377 173.4 776 10.4 9.1 8.2 (63.4) (86.1) (1,667.4) 7.8 (42.1) (211.0) 13 1.5 1.5 33 rD
Telecom Cautious 2,435 34 (2,384.5) 5.0 68.0 (33.9) (35.7) (111.6) 1.1 9.7 8.0 23 26 27 (6.9) (7.2) (2.9 1.0 0.6 1.0 54.4 -c
Utilities g
CESC BUY 906 1,180 302 120 1.7 133 115 128 141 317 1.6 10.1 79 71 6.4 5.6 5.0 4.4 0.8 0.7 0.6 10.0 10.4 10.5 1.4 1.4 1.5 7.6 3
JSW Energy REDUCE 63 70 13 103 1.4 1,640 5.1 6.5 6.6 65.9 26.8 29 124 9.7 9.5 5.5 45 4.0 0.9 0.8 0.7 7.2 8.5 8.0 - = - 1.2
NHPC ADD 23 30 279 241 33 10,260 3.1 32 34 269 1.8 8.0 7.6 7.4 6.9 71 6.9 7.3 0.8 0.7 0.7 10.4 10.2 10.6 7.4 75 6.3 1.6 c-
NTPC BUY 168 190 132 1,384 19.0 8,245 15 16 18 30.9 4.4 16.5 1.3 10.8 9.3 9.0 83 7.0 1.3 1.2 1.1 11.6 11.3 122 27 28 32 12.0 {_‘E
Power Grid BUY 193 250 29.6 1,009 139 5,232 19 21 23 193 13.6 7.6 103 9.0 8.4 73 6.7 6.4 1.7 15 1.4 171 175 17.0 32 37 4.0 14.7
Tata Power BUY 70 90 281 190 26 2,705 6.0 7.0 10.9 12.7 15.6 57.0 1.7 101 6.4 10.5 10.1 8.8 1.1 1.0 0.9 101 10.6 14.6 — - - 45 E
Utilities Attractive 3,046 42 26.0 8.8 14.1 10.4 9.6 8.4 7.9 7.3 6.6 1.2 1.1 1.0 1.9 12.0 12.5 29 3.1 33 41.8 -~
Source: Company, Bloomberg, Kotak Institutional Equities estimates o
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Kotak Institutional Equities: Valuation summary of KIE Universe stocks

Target (7 ADVT
Price (Rs) price Upside Mkt cap. shares EPS (Rs) EPS growth (%) P/E (X) EV/EBITDA (X) P/B (X) ROE (%) Dividend yield (%) 3mo

Company Rating 25-Sep-18 (Rs) (%) (Rsbn) (US$ bn) (mn) 2019E  2020E  2021E 2019E 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E  2019E 2020E 2021E (US$ mn)
Others
Aditya Birla Fashion and Retail BUY 183 220 20.5 141 1.9 773 2 4 6 50.6 59.1 535 79.5 50.0 326 234 18.2 14.8 1.1 9.1 71 15.0 20.0 245 — — = 48
Astral Poly Technik SELL 1,009 640 (36.5) 121 1.7 120 19 25 29 30.2 28.8 16.1 52.8 41.0 353 28.4 226 19.1 9.3 7.7 6.4 19.8 20.5 19.7 0.1 0.1 0.1 0.9
Avenue Supermarts SELL 1,427 860 (39.7) 891 123 624 16 20 26 28.6 26.4 275 88.3 69.8 54.8 50.9 40.0 315 15.8 129 10.4 19.6 20.3 21.0 = = = =
Bayer Cropscience REDUCE 4,361 4,100 (6.0) 150 2.1 34 106 130 154 20.5 231 18.3 413 336 28.4 26.2 213 17.7 7.3 6.2 5.4 18.9 20.0 203 0.5 0.6 0.7 0.5
Crompton Greaves Consumer SELL 220 215 @.1) 138 18 627 6 7 9 19.5 20.7 17.4 35.6 29.5 25.1 221 18.7 15.8 121 &3 71 40.4 35.8 23 0.9 .1 = 25
Dhanuka Agritech ADD 450 650 443 22 0.3 49 27 31 34 39 15.4 10.8 16.9 14.6 13.2 12.2 9.9 8.6 3.0 26 23 19.2 19.2 18.5 13 1.5 1.6 02
Godrej Agrovet ADD 518 640 235 100 1.4 189 15 19 23 28.9 28.8 211 349 271 224 19.0 149 124 5.1 4.4 37 157 17.4 17.9 = 1— 0.7 0.9
Godrej Industries RS 540 — — 182 25 336 16 20 — 89 24.2 — 34.0 27.4 - 28.7 31.2 — 45 39 — 139 15.1 — 03 0.3 — 42
Havells India SELL 628 485 (22.8) 393 5.4 625 14 17 20 26.6 205 17.6 448 372 316 28.6 233 19.6 93 8.1 71 220 232 239 0.8 0.9 1.1 14.2
InterGlobe Aviation BUY 853 1,220 43.1 328 4.5 383 50 83 99 (17.9) 65.3 19.5 171 10.3 8.6 9.0 5.1 4.1 37 28 22 241 311 28.6 0.6 1.0 1.1 19.8
Kaveri Seed SELL 602 515 (14.5) 40 0.5 66 34 34 37 7.3 0.1 8.3 17.5 17.5 16.2 14.7 14.0 12.5 4.2 37 32 26.4 22.4 21.0 13 1.7 17 4.7
Plindustries BUY 750 875 16.7 103 1.4 138 31 40 48 17.9 26.8 215 239 18.9 15.5 17.0 13.3 10.7 4.5 37 31 20.5 21.7 219 0.5 0.6 0.8 2.1
Rallis India ADD 188 220 16.9 37 0.5 195 10 12 13 17.2 19.4 9.7 18.6 15.6 14.2 122 10.3 9.1 28 25 23 15.8 17.1 16.9 19 2.1 23 0.8
SIS REDUCE 948 1,130 19.2 69 1.0 73 33 40 48 48.5 211 17.8 28.4 235 19.9 17.8 14.9 124 5.6 47 38 218 21.7 211 0.3 0.4 0.5 0.6
SRF BUY 1,900 2,200 15.8 109 1.5 57 100 132 150 238 322 14.1 19.1 14.4 12.7 111 8.9 75 27 23 2.0 15.0 17.3 17.0 0.7 0.8 0.8 122
Tata Chemicals ADD 711 760 6.9 181 25 255 44 51 56 (15.3) 14.6 1.5 16.1 14.1 12.6 6.7 5.6 4.8 1.5 1.4 1.3 9.7 10.3 10.8 21 24 24 6.9
TCNS Clothing Co. BUY 640 760 18.8 39 0.5 64 18 23 27 15.6 28.2 20.8 36.1 28.1 233 19.4 146 11.6 72 5.6 43 227 222 209 — — — -
Teamlease Services SELL 2,527 1,785 (29.4) 43 0.6 17 58 75 96 342 29.0 28.7 43.7 339 26.3 442 336 258 8.0 6.5 5.2 201 211 219 — — — 12
UPL ADD 661 660 ©.1) 337 4.6 507 49 55 60 14.0 121 9.6 135 12.0 11.0 9.1 78 6.7 3.0 25 21 246 229 211 15 1.7 1.8 289
Vardhman Textiles ADD 1,014 1,300 28.2 58 0.8 56 118 130 142 14.8 9.7 9.8 8.6 7.8 7.1 6.6 6.0 5.3 1.1 1.0 0.9 131 13.0 13.0 2.0 3.0 3.0 0.4
Voltas SELL 577 530 8.2) 191 26 331 17 21 25 0.4 18.8 18.9 333 28.0 235 249 20.3 17.0 4.4 39 35 13.9 14.8 15.7 0.6 0.7 0.9 127
Whirlpool SELL 1,473 1,350 (8.4) 187 2.6 127 37 46 56 339 24.7 20.2 39.8 319 26.5 241 19.0 15.5 8.6 7.2 6.1 237 245 248 — 0.6 1.1 1.4
Others 3,858 53 83 26.4 12.5 29.4 23.2 20.7 17.8 14.2 11.4 5.0 43 38 17.0 183 18.5 0.6 0.7 0.8 119.9
Notes:

(a) We have used adjusted book values for banking companies.
(b) 2019 means calendar year 2018, similarly for 2020 and 2021 for these particular companies.
(c) Exchange rate (Rs/US$)= 72.66

Source: Company, Bloomberg, Kotak Institutional Equities estimates
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"Each of the analysts named below hereby certifies that, with respect to each subject company and its securities for which the analyst is
responsible in this report, (1) all of the views expressed in this report accurately reflect his or her personal views about the subject companies
and securities, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this report: Sanjeev Prasad, Tarun Lakhotia, Suvodeep Rakshit."

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

70% - |:| Percentage of companies covered by Kotak Institutional
Equities, within the specified category.
60% -
|:| Percentage of companies within each category for
50% - which Kotak 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
31.3% expect this stock to deliver more than 15% returns over
30% - the next 12 months; Add = We expect this stock to
25.4% deliver 5-15% returns over the next 12 months; Reduce
21.4% 21.9% " ! :
= We expect this stock to deliver -5-+5% returns over
20% A the next 12 months; Sell = We expect this stock to deliver
less than -5% returns over the next 12 months. Our
10% A 5.0% AT target pri;es are also oq a 12—month horizon bgsis.
2.0% - 0.5% These ratings are used illustratively to comply with
0% i applicable regulations. As of 31/03/2018 Kotak
BUY ADD REDUCE SELL Institutional Equities Investment Research had
investment ratings on 207 equity securities.
Source: Kotak Institutional Equities As of June 30, 2018

Ratings and other definitions/identifiers

Definitions of ratings

BUY. We expect this stock to deliver more than 15% returns over the next 12 months.
ADD. We expect this stock to deliver 5-15% returns over the next 12 months.
REDUCE. We expect this stock to deliver -5-+5% returns over the next 12 months.
SELL. We expect this stock to deliver <-5% returns over the next 12 months.

Our target prices are also on a 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.



Corporate Office Overseas Affiliates

Kotak Securities Ltd. Kotak Mahindra (UK) Ltd Kotak Mahindra Inc
27 BKC, Plot No. C-27, “G Block” 8th Floor, Portsoken House 369 Lexington Avenue
Bandra Kurla Complex, Bandra (E) 155-157 Minories 28th Floor, New York
Mumbai 400 051, India London EC3N 1LS NY 10017, USA

Tel: +91-22-43360000 Tel: +44-20-7977-6900 Tel:+1 212 600 8856

Copyright 2018 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.

3. Any U.S. recipients of the research who wish to effect transactions in any security covered by the report should do so with or through Kotak Mahindra Inc and (ii) any transactions in
the securities covered by the research by U.S. recipients must be effected only through Kotak Mahindra Inc at vinay.goenka@kotak.com.

This report is distributed in Singapore by Kotak Mahindra (UK) Limited (Singapore Branch) to institutional investors, accredited investors or expert investors only as defined under the

Securities and Futures Act. Recipients of this analysis / report are to contact Kotak Mahindra (UK) Limited (Singapore Branch) (16 Raffles Quay, #35-02/03, Hong Leong Building, Singapore

048581) in respect of any matters arising from, or in connection with, this analysis / report. Kotak Mahindra (UK) Limited (Singapore Branch) is regulated by the Monetary Authority of

Singapore.

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. Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been prepared by

the Institutional Equities Research Group of Kotak Securities Limited. The views and opinions expressed in this document may or may not match or may be contrary with the views,

estimates, rating, target price of the Private Client Group.

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. 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.

Kotak Securities Limited established in 1994, is a subsidiary of Kotak Mahindra Bank Limited. Kotak Securities is one of India's largest brokerage and distribution house.

Kotak Securities Limited is a corporate trading and clearing member of BSE Limited (BSE), National Stock Exchange of India Limited (NSE), MSEl a. Our businesses include stock broking,

services rendered in connection with distribution of primary market issues and financial products like mutual funds and fixed deposits, depository services and Portfolio Management.

Kotak Securities Limited is also a depository participant with National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL). Kotak Securities Limited

is also registered with Insurance Regulatory and Development Authority as Corporate Agent for Kotak Mahindra Old Mutual Life Insurance Limited and is also a Mutual Fund Advisor

registered with Association of Mutual Funds in India (AMFI). Kotak Securities Limited is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014.

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years. However SEBI,

Exchanges and Depositories have conducted the routine inspection and based on their observations have issued advise letters or levied minor penalty on KSL for certain operational

deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has our certificate of registration been cancelled by SEBI at any point

of time.

We offer our research services to primarily institutional investors and their employees, directors, fund managers, advisors who are registered with us

Details of Associates are available on website i.e. www.kotak.com

Research Analyst has served as an officer, director or employee of subject company(ies): No

We or our associates may have received compensation from the subject company(ies) in the past 12 months.

We or our associates have managed or co-managed public offering of securities for the subject company(ies) in the past 12 months. YES. Visit our website for more details.

We or our associates may have received compensation for investment banking or merchant banking or brokerage services from the subject company(ies) in the past 12 months. We or our

associates may have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company(ies) in the

past 12 months. We or our associates may have received compensation or other benefits from the subject company(ies) or third party in connection with the research report.

Our associates may have financial interest in the subject company(ies).

Research Analyst or his/her relative's financial interest in the subject company(ies): No

Kotak Securities Limited has financial interest in the subject company(ies) at the end of the month immediately preceding the date of publication of Research Report: YES

Nature of financial interest is investment banking and/or other businesss relationships

Our associates may have actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of publication of

Research Report.

Research Analyst or his/her relatives has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of

publication of Research Report: No

Kotak Securities Limited has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of publication of

Research Report: No

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

A graph of daily closing prices of securities is available at http:/economictimes.indiatimes.com/markets/stocks/stock-quotes. (Choose a company from the list on the browser and select

the"three years" icon in the price chart).

Kotak Securities Limited. Registered Office: 27 BKC, C 27, G Block, Bandra Kurla Complex, Bandra (E), Mumbai 400051. CIN: U99999MH1994PLC134051, Telephone No.: +22

43360000, Fax No.: +22 67132430. Website: www.kotak.com / www.kotaksecurities.com. Correspondence Address: Infinity IT Park, Bldg. No 21, Opp. Film City Road, A K Vaidya Marg,

Malad (East), Mumbai 400097. Telephone No: 42856825. SEBI Registration No: NSE INB/INF/INE 230808130, BSE INB 010808153/INF 011133230, MSE INE 260808130/INB

260808135/INF 260808135, AMFI ARN 0164, PMS INPO00000258 and Research Analyst INHOO0000586. NSDL/CDSL: IN-DP-NSDL-23-97. Compliance Officer Details: Mr. Manoj Agarwal.

Call: 022 - 4285 8484, or Email: ks.compliance@kotak.com. Investments in securities market are subject to market risks, read all the related documents carefully before investing.

In case you require any clarification or have any concern, kindly write to us at below email ids:

Level 1: For Trading related queries, contact our customer service at ‘service.securities@kotak.com’ and for demat account related queries contact us at ks.demat@kotak.com or call us
on: Toll free numbers 18002099191 / 1800222299 and 18002099292

Level 2: If you do not receive a satisfactory response at Level 1 within 3 working days, you may write to us at ks.escalation@kotak.com or call us on 022-42858445 and if you feel you are
still unheard, write to our customer service HOD at ks.servicehead@kotak.com or call us on 022-42858208.

Level 3: If you still have not received a satisfactory response at Level 2 within 3 working days, you may contact our Compliance Officer (Name: Mr. Manoj Agarwal) at
ks.compliance@kotak.com or call on 91- (022) 4285 8484.

Level 4: If you have not received a satisfactory response at Level 3 within 7 working days, you may also approach CEO (Mr. Kamlesh Rao) at ceo.ks@kotak.com or call on
91-(022) 4285 8301.

First Cut notes published on this site are for information purposes only. They represent early notations and responses by analysts to recent events. Data in the notes may not have been

verified by us and investors should not act upon any data or views in these notes. Most First Cut notes, but not necessarily all, will be followed by final research reports on the subject.

There could be variance between the First cut note and the final research note on any subject, in which case the contents of the final research note would prevail. We accept no liability

for the contents of the First Cut Notes.

For further disclosure please view https:/kie.kotak.com/kinsite/index.php
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