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Our Core Investment Philosophy (1 of 2)

Opportunity size Corporate Governance

* How big the sector can grow (3x, 4x, 5x) * Management back ground
#* Accounting policies

* Corporate policies

*

Business with Related Parties

Investment

Philosoph
Moat around the business L Strong Management Credentials

% Differentiated business Model % Professional management

# Sustainable competitive advantage 2nd level of management

*
% High barriers to entry % Track record of past decisions
*

Comments v/s deliverable
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Our Core Investment Philosophy (2 of 2)

Strong earning visibility
* Predictability for next 5-6 years
* Ease in understanding business

* Impact of technology, obsolesce of technology

Leadership Position
* Market Share
* Bargaining power

* Consistent leadership

Financials
Revenue growth
ROE/ROCE
Cash flow
Du-pont Analysis

Financial comparison with the competition

Investment

Philosoph
I STy What we don’t play

* Subsidy driven

* Non self sustaining
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Edelweiss Top Picks

CMP Mkt Cap ]
mm (INR) (INR Crs) P/E(X) EV/EBITDA (X) ROE (%)
FY15E FY16E FY15E FY16E FY15E FY16E

1 Alembic Pharma 5,087 16.1 13.2 11.2 9.4 37.0 34.0

Bajaj Finance Ltd 10,024 9.5 7.8 NM NM 20.5 20.4

Bharat Forge Ltd 14,715 . 15 9.6 8.3 0.0 210
Hindalco Industries Ltd 33,220 . . 8.8 7.3 5.4 5.3
ICICI Bank Ltd 1,60,084 . . NM NM

Mindtree Ltd 7,353 . . 8.4 7.2

Larsen & Toubro Ltd 1,54,677 . . 6.9 6.2

Motherson Sumi Systems 28,577 . . . 9.7

Repco Home 2,807 . . NM

Solar Industries India Ltd 3,685 . . . 12

United Spirits Ltd 36,192

Zee Entertainment Enterprises Ltd 27,741

Prices updated as on 30t June 2014
NM- Not meaningful
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Alembic Pharmaceuticals Ltd (CMP: INR 266; Mkt Cap: INR 5,087 cr) @

Alembic Pharma, is a leader in several sub-segments of the Anti-Infective Therapeutic segment. Seheme Name % AUM % Current
Over the last two to three years, it has invested heavily in increasing its revenue contribution ) inStock Stake  Value

from chronic therapies & regulated markets, which are high margins businesses 5Bl Tax Advantage Fund-Se. 55 01 73

The company has increased its revenues from the chronic segment from 45% to over 55%
currently over the last year growing at over 20% in the chronic segment, and intends to
increase its share further. As a result, we expect the company’s domestic formulation business
to grow at 14% CAGR over FY14-16E SBI Pharma Fund 2.2 0.1 42

IDFC Equity Opportunity -.. 2.3 0.1 7.1

SBI Magnum Midcap Fund 2.4 0.1 5.0

The company continues to improve its margins year-on-year, the company has ended FY14 at HSBC Midcap Equity Fund 81 4.0 0.0 3.2
19% EBITDA margins, the company is confident of sustaining the current margins and have

various triggers for further improvement in margins over the next 2-3 years Shareholding Pattern Bloomberg: ALPM:IN

Facility expansion for US, which started contributing from Q2FY14, has helped the company to
double its revenues from international generic business in FY14. Going forward though the
company has not given any guidance future growth, we believe the business has potential to MEs, Fls & Banks: ; Share in issue (Crs): 18.9

grow atleast at a CAGR of 20% over FY14-16E on the back of the has strong enough pipeline of
fiIings in the US Flls: . Mkt cap (INR Crs): 5,087

Promoters: 52-week range (INR): 315/ 100

The company has outlined a capex plan of INR 250 crs for FY15E, to expand its facilities to Others: Ave. Daily 277

. . Vol.BSE/NSE:(‘000):
support its growth in future. ol.BSE/NSE:(‘000)

FY13 FY14E FY15E FY16E
Revenue 1,520 1,862 2,162 2,430
Rev. growth (%) 4% 22% 16% 12%
EBITDA 252 354 432 513
Net profit 165.3 2334 291.3 356.7
Shares outstanding (crs) 18.9 18.9 18.9 18.9
Diluted EPS (INR) . 8.8 12.4 15.5 18.9
EPS growth (%) 27% 41% 25% 22%
Diluted P/E (x) 28.5 20.1 16.1 13.2
EV/EBITDA (x) 19.2 13.7 11.2 9.4
ROCE (%) 33% 41% 41% 40%
ROE (%) 37% 39% 37% 34%
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Bajaj Finance Ltd (CMP: INR 2,007; Mkt Cap: INR 10,024 crs)

Bajaj Finance Limited (BFL), a subsidiary of Bajaj Finserv Ltd., is a leading and diversified NBFC in . % AUM % Current
India. The company has a well-diversified portfolio bouquet with loan book spread across nine L

business lines and balanced in terms of scale and profitability Reliance Banking Fund 53 10

Over the years, BFL has built pan-India presence, covering 225 points across India and more than IDFC Sterling Equity Fund 4.9 0.9

4,000 distribution partners and dealers
Sundaram Select Midcap 3.4 0.8

BFL has exhibited strong growth momentum with 75% CAGR growth in AUM over the last three
years

SBI Magnum Tax Gain Schem.. 0.9 0.5

Sundaram Tax Saver 2.5 0.4
BFL is trying to maintain the balance between profitability and growth - the consumer book will

provide profitability and the non-consumer book will provide scale _ _
Shareholding Pattern Bloomberg: BAF:IN

During the last four years, return ratios have improved significantly - RoA has improved from 1.3%

in FY09 to 4.1% in FY13, while RoE has jumped from 3.2% in FY09 to 22% in FY13 Promoters: 61.61 52-week range (INR): 2,230/ 965

The company has maintained healthy asset quality with gross and net NPA of 1.1% and 0.2% in MFs, Fls & Banks:  7.60  Share in issue (Crs): 2.9

FY13 respectively
Flls: 11.68 Mkt cap (INR Crs):
BFL is maintaining the balance with the profitability (consumer segment) and scalability

. Avg. Dail
(infrastructure segment) Others: 19.11 & e

Vol.BSE/NSE:(‘000):
Valuation: The stock is currently trading at attractive valuation of 1.4x FY16E book value

FY12 FY13 FY14E FY15E FY16E
Net int. income 1,250 1,719 2,152 2,711 3,351
Net profit after tax 406 591 707 928 1,136
Adjusted BV per share 492 676 818 1,005 1,233
Diluted EPS (INR) 95.3 118.8 141.9 186.4 228.1
Gross NPA ratio (%) . 1.2 1.1 1.2 1.2 1.2
Net NPA ratio (%) b 0.1 0.2 0.3 0.3 0.2
Price/Ad]. book value (x) . 3.6 2.6 2.2 1.8 1.4
Price/Earnings (x) 15.0 12.5 9.5 7.8
RoA . 4.1 4.1 3.8 4.0 4.0
RoE 21.9 19.0 20.5 20.4
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Bharat Forge Ltd (CMP: INR 626; Mkt Cap: INR 14,160 cr)

Bharat Forge Ltd. (BFL) is a leading supplier of critical components for automotive and non
automotive market globally with a well-diversified customer base across all geographies. BFL has
~65% market share in Indian commercial vehicle market and 45% market share in Europe and US
in crankshaft and front axle beam, which are its key products

We believe BFL sales have bottomed out as 1) Data points suggest gradual recovery in key markets
with global auto OEMs expecting the same 2) Non-Auto sales to revive on the back of capex
spends 3) Also there are some early signs of revival in IndianMHCV industry

Sell of loss making Chinese JV will improve profitability as operational loss will go away while
reduction in debt (INR 500 cr) and accrual of cash (due to sell off, INR 175 cr) will save interest cost
at consolidated level

With low capex spends over the next 2 years, significant reduction in debt and improvement in
machining mix (higher margins), we expect BFL earnings to grow by 35% CAGR over FY14-FY16E .
With improvement in demand in Europe, subsidiary utilization level will improve and operating
leverage benefit will kick in further

The stock is currently trading at 17x FY16E EPS.

FY14 FY15E
6,383 6,725
12% 5%
1,081 1,304
402.6 586.9
23.3 23.3
1763 25.2
41% 46% 25%
27/:3 18.7 15.0
11.6 9.6 8.3
21% 26% 32%
16% 20% 21%

FY16E
7,650
14%
1,498
734.8
233
31.6

Year to March
Revenue (crs)
Rev. growth (%)
EBITDA (crs)

Net profit (crs)
Shares outstanding (crs)
Diluted EPS (INR)
EPS growth (%)
Diluted P/E (x)
EV/ EBITDA (x)
ROCE (%)

ROE (%)
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Scheme Name

Reliance Equity Opportuni..

Reliance Vision Fund

ICICI Pru Discovery Fund

Reliance Tax Saver (ELSS)..

Reliance Top 200

Shareholding Pattern

Promoters:

MFs, Fls & Banks:

Flls:

Others:

% AUM
in Stock

31

223}

1.9

2.3

3.6

%
Stake

0.7

0.7

0.5

0.3

Current
Value

47.2

27.9

Bloomberg: BHFC:IN

52-week range (INR):

Share in issue (Crs):

Mkt cap (INR Crs):

Avg. Daily
Vol.BSE/NSE:(‘000):

Bharat Forge

633/185

233

14,160

60/368




Hindalco Industries Ltd (CMP: INR 164; Mkt Cap: INR 33,220 cr)

Robust standalone aluminium business with over 50% proportion of value-added products and
high level of backward integration (60% bauxite, 100% alumina and 33% coal)

India greenfield projects viz. Utkal alumina (1.5mtpa), Mahan aluminium (0.359mtpa), Aditya
Aluminium (0.359mtpa) to benefit from captive bauxite mining already commenced (opening a
new mine is a significant achievement in India) and potentially partial captive coal from Mahan
coal block which has obtained all clearances (but not assumed in estimates)

Strong growth in forward earnings: Benefiting from volume expansion in both India and Novelis,
consolidated EBITDA is expected to rise from INR 84bn in FY14E to INR 121 bn in FY16E (CAGR:

Scheme Name

HDFC Top 200 Fund

Reliance Regular Savings ..

Franklin India Bluechip F..

IDFC Arbitrage

UTI-Infrastructure Fund

10,813
2,222
4,990
1,132

1,374

% AUM
in Stock

0.3

1.5

0.5

0.8

0.4

%
Stake

0.1

0.1

0.1

0.0

0.0

Current
Value

27.9

9.6

6.7

20%)

Project risk over; volumes to rise strongly: In India, Hindalco has just completed 3 major
greenfield projects doubling its alumina capacity to 3mtpa and in aluminium increasing capacity
to 1.3mtpa from 0.55mtpa pre-expansion. In Novelis, capacity expansion of ~0.6mtpa on a base
of 2.9mtpa has been recently commissioned

Shareholding Pattern

Bloomberg: HNDL:IN

Promoters: 174/ 83

52-week range (INR):

MFs, Fls & Banks: Share in issue (Crs): 206

Balance sheet deleveraging: Net debt is expected to peak in FY15E and decline by FY18E as

capex drops sharply and projects generate cash Flls: Mkt cap (INR Crs):

33,220

Avg. Daily
Others: 8511

Attractive valuations: Stock is currently valued at 0.5x FY14 P/B. In terms of forward multiples it
Vol.BSE/NSE:(‘000):

is valued at 7.3x FY16E EV/EBITDA.

Year to March FY13 FY14 FY15E FY16E
80,192 87,695 85,290 99,912
Rev. growth (%) -1.0 9.3 -3.0 17.1
EBITDA (crs) 7,836 8,286 10,526 13,142
Net profit (crs) 3,023 2,524 2,337 2,587
Shares outstanding (crs) 191 206 206 206
Diluted EPS (INR) 15.8 12.4 11.9 13.1
EPS growth (%) -11.0 -21.0 -4.0 10.2
Diluted P/E (x) . 10.1 129 13.4 12.2
EV/ EBITDA (x) . 10.8 11.2 8.8 7.3
ROCE (%) . 5.6 4.5 5.5 6.6
ROE (%) 9.0 6.7 5.4 5.3

Revenue (crs)
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ICICI Bank Ltd (CMP: INR 1,418; Mkt Cap: INR 1,60,084 cr)

* ICICI Bank is India’s largest private sector bank with total asset of INR 4.7tn. The loan book is R % AUM % Current
expected to grow at 20% CAGR over next few years driven by retail segment and working capital Lo aidla colle
related corporate loans HDFC Top 200 Fund 7.2 0.6 7817

Average CASA is 38-40% which keeps cost of funds low and add to net interest margin HDFC Equity Fund 70 0.6 7472

Asset quality has been improving steadily with Gross and Net NPA at 3.5% and 0.7% respectively. ICICI Pru Focused Bluechi.. 7.1 03 3442
Restructuring book (1.6% of loans) has been declining. We do not see major restructuring in the

Franklin India Bluechip F.. 6.1 0.2 307.6
future

— ) . X . HDFC Tax Saver Fund 7.8 0.2 282.1
The bank has near market leadership in almost all its businesses including mortgages, auto loans,

commercial vehicle loans, life insurance, general insurance, and asset management. In future, the
listing of Insurance business and asset management will lead to monetization of stake Shareholding Pattern Bloomberg: ICICIBC:IN
Guidance of 20% domestic advance growth, NIMs of 3.2% for FY14, cost/income to be capped at Promoters: 52-week range (INR): 1,593/ 757

40%, CASA at 38- 40% and credit cost of 75bps will sustain the RoA/RoE at similar levels. Adjusting

for valuation of subsidiaries of INR 228 per share, the stock trades at 1.7x FY16 adj.book MEFs, Fis & Banks: Sharein issue (Crs): 115

Ells: Mkt cap (INR Crs): 1,60,084

Avg. Daily T
Others: Vol.BSE/NSE:(‘000):

FY12 FY13 FY14E FY15E FY16E
Net int. income 33,542 40,075 44,178 50,439 58,763
Net profit after tax 6,465 8,325 9,810 10,939 12,733
Adjusted BV per share 404.9 458.2 510 577.9 655.6
Diluted EPS (INR) 56.0 72.1 84.9 94.7 110.2
Gross NPA ratio (%) 3.3 3.0 3.0 2.8 2.7
Net NPA ratio (%) 0.7 0.7 0.9 0.7 0.6
Price/book value (x) 2.6 2.3 2.1 1.9 1.7
Price/Earnings (x) 24.6 19.1 16.3 14.6 12.5
ROAE (%) 11.1 13.0 14.0 14.1 14.9
ROA (%) 1.5 1.7 1.8 1.8 1.8
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Mindtree Ltd (CMP: INR 881; Mkt Cap: INR 7,353 cr)

Mindtree's three-pronged strategy of higher mining of existing clients, focusing on existing Scheme Name % AUM % Current
businesses and improving operational efficiencies seems to be working. This is clearly visible in USD ,) inStock Stake  Value

revenue CAGR of 25% over FY11-13 and margin improvement of 725bps over the same period. ] .
HDFC Mid-Cap Opportunitie.. 2.7

Mindtree has shifted focus towards large deals with deal size in the range of USS 25 million to USS

. ICICI Pru Value Discovery.. 2.8 1.6 99.1
100 million.

i . IDFC Premier Equity Fund 1.7 1.1 68.2
The company has a healthy net cash and investment position of INR 630 crores (8% of Mcap) as at

FY14 end. Going forward, Mindtree is expected to generate healthy free cash flows of INR 800 crs. Franklin India Prima Fund 33 06 41.2
over FY15E-FY16E, on the back of robust business growth. ICICI Pru Dynamic Plan 0.8 05 323

The company has exited all its non-core businesses and concentrated back to its core IT services

business. The company has thus simplified its growth engines from 7 units to 2 units (IT services —
70% of revenues & Product Engineering Services — 30% of revenues).

. . . . . . P ters: 16.52 - :

The company was going over its internal issues arising from the differences between the founders. romerers 52-week range (INR) 925/ 403
Post Ashok Soota’s exit, there has been stability in the top management and the focus is back on MFs, Fls & Banks: ~ 10.45 Share in issue (Crs): 44

business.

: Mk INR Crs):
Mindtree’s has further concentrated on reduction in attrition rate and has brought it down to 13% Flls: 3559 teap )

in FY14, from a high of 24% in Q3FY11, much below the industry avg. of 14%. Avg. Daily
Others: 3744 o1 BSE/NSE:(‘000):
The stock is trading at P/E of 14x FY15E and at P/E of 12.5x FY16E

FY13 FY14E FY15E FY16E
Revenue 2,362 3,032 3,489 3,878
Rev. growth (%) 233 28.4 15.1 11.2
EBITDA 486 610 734 802
Net profit 339 451 563 643
Shares outstanding (crs) X 8.3 8.3 8.7 8.8
Diluted EPS (INR) 40.8 54.2 64.7 73.0
EPS growth (%) 52.1 32.9 19.3 12.9
Diluted P/E (x) 22.4 16.9 14.1 12.5
EV/EBITDA (x) 13.0 10.2 8.4 7.2
ROCE (%) 36.0 35.3 33.8 29.6 MindTree
ROE (%) 29.8 30.6 30.4 27.8
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Larsen & Toubro Ltd (CMP: INR 1,702; Mkt Cap: INR 1,54,677 cr) @

L&T is India’s largest infrastructure and EPC company with presence across major verticals like R % AUM % Current
process, hydrocarbons, power, core infrastructure like roads, ports, bridges, industrial structures e it L
etc. It has a dominant position and market share in most operating verticals like oil & gas, process HDFC Top 200 Fund 44 05 4767

projects, roads, bridges, or industrial structures.
HDFC Equity Fund 3.8 04 4076

L&T targets to achieve over 20% RoE in next 3-5 years by improving internal efficiency, optimal
cash flow utilization and optimizing the current manufacturing base in ship-building, defense,
heavy forgings and power equipment HDFC Tax Saver Fund 4.4 0.1 160.3

UTI-Opportunities Fund 4.5 0.1 164.2

L&T would focus on divesting stake in several developmental projects for meeting equity Reliance Equity Opportuni.. 25 01 1550
requirement. Besides this it is also planning for listing of its Infotech business in FY16. Thus there

would be value unlocking in these businesses. Shareholding Pattern Bloomberg: LT:IN

L&T is well equipped to lead the recovery in domestic capex cycle, given strong revenue growth

. X . Promoters: 52-week range (INR): 1,777/ 677
visibility supported by robust and diversified order backlog

L&T witnessed robust order inflows of INR 94100 crore in FY14 with 15% yoy growth and gave MPs, Fis & Banks: Share in issue (Crs): 9

strong guidance of 20% growth in consolidated order inflows in FY15. Flls: MKkt cap (INR Crs): 1,54,677

The management guided for 15% growth in consolidated revenue in FY15. The current order Avg. Daily a36
backlog of INR 1.63 lakh crore (2.9x FY14 standalone revenue) and expectation of strong order Others: Vol.BSE/NSE:(‘000): ;

inflows in future gives strong revenue growth visibility

FY12 FY13 FY14 FY15E FY16E
Revenue 64,313 74,498 85,128 97,443 117,023
Rev. growth (%) 23.4 15.8 14.2 14.4 20
EBITDA 8,883 9,859 10,754 12,413 15,212
Net profit 4,625 4,831 4,520 5,199 6,694
Shares outstanding (crs) 92.5 92.5 93 93 93
Diluted EPS (INR) 50.1 51.5 49.1 55.3 713
EPS growth (%) 5.2 2.9 -4.8 12.7 28.9
Diluted P/E (x) 33.2 323 33.9 30.1 233
EV/ EBITDA (x) 4.3 5.4 6.7 6.9 6.2
ROCE (%) 10.1 9 8.4 8.1 9.1
ROE (%) 17.0 15.1 12.7 12.9 14.9
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Motherson Sumi Systems (CMP: INR 324; Mkt Cap: INR 28,128 cr) Gk

Motherson Sumi Systems Ltd. (MSSL) is a global auto component supplier with market leading position
in wiring harness (65% MS in India), rear view mirrors (22% Global MS) and polymer components
(Bumpers, Dashboards etc). International revenue accounts for 87% of revenues

The Management has significantly scaled up business (57% CAGR growth in 10 years ) through
acquisitions/JVs (at the right time and right valuations), turned them around and created a global
company with marquee clients while focusing on ROCE and maintaining dividend payout of 30% plus.
MSSL customers include marquee names like VW, Audi , BMW, Porsche, Skoda, General Motors
,Maruti Suzuki, TataMotors, Hyundai etc

Revenue visibilty — 1) Relationship with Sumitomo for technology and backward integration for wiring
harness (Promoter is on Sumitomo, Japan Board) 2) Just in sequence supplies and replacement of
plastics from metal for SMP 3)Industry firsts & one timemould cost for SMR

New order wins at SMP & SMR (Euro 6 bn) gives sales visibility while margins expansion (SMR/SMP)
gives us comfort on MSSL effort to expand margins going forward. Moreover depletion of low margins
old orders and new orders with high margins will lead to margins expansion at SMR and SMP

Internal sourcing opportunities (INR 5000 crs) , tapping customers within business segments (SMR —
SMP) and vertical integration (SMR) gives us sustained sales and margin visibility over a longer period

Stock is currently trading at 16.1x FY16E EPS

FY13 FY14E FY15E FY16E
Revenue 25,567 30,721 36,148 43,343
Rev.growth (%) 72.0% 20.2% 17.7% 19.9%
EBITDA 1,782 2,878 3,379 4,951
Net Profit 457 953 1,128 1,772
Shares outstanding (Crs) 88.2 88.2 88.2 88.2
Diluted EPS (INR) . 5.2 10.8 12.8 20.1
EPS growth (%) 63% 109% 18% 57%
Diluted P/E (x) 51.4 24.8 21.6 16.3
EV/EBITDA (x) 21 14.5 12.2 9.7
ROCE (%) 16.8% 30.0% 37.7% 47.9%
ROE (%) 18.3% 39.0% 38.7% 39.6%
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Scheme Name

ICICI Pru Focused Bluechi..
Reliance Regular Savings ..
HDFC Tax Saver Fund

Birla Sun Life Midcap Fun..

Birla Sun Life Frontline ..

Shareholding Pattern

Promoters: 65.59
MFs, Fls & Banks: 7.43
Flls: 16.91

Others: 10.07

o
—

>
©

=
M

AUM
(INR
Cr.)

4,849 3.7 11 181.8

% AUM % Current
in Stock  Stake Value

2,262 4.8 0.6 109.4
3,580 2.7 0.6 98.0
991 4.9 0.3 49.2

3,756 13 0.3 49.2

Bloomberg: MSS:IN

52-week range (INR): 327/124

Share in issue (Crs): 88.2

M cap (INR Crs): 28,128

Avg. Daily

45/420
Vol.BSE/NSE:(‘000):

otherson Sumi




Repco Home Finance (CMP: INR 460; Mkt Cap: INR 2,807 cr)

Repco Home Finance Limited (RHF), promoted by Repco Bank Ltd., is a dedicated Tier Il and Tier llI . % AUM % Current
cities focused housing finance company in India Wi cdiis Lol

RHF, since inception has focused on under-served and under-penetrated areas. The average ticket SBI Magnum SFU-Emerging B.. 50 31 62.3

size of the company’s loan is INR 9.8 lakhs Reliance Banking Fund 16 1.2

During the last five years, loan disbursements have grown at a CAGR of 40% from INR 651 cr. in SBI Magnum Balanced Fund 4.1 0.8
FYO8 to INR 3,544 cr. in FY13 while PAT has also grown by 40% CAGR from INR 15.6 cr. to INR 80
cr.in FY13

Franklin India Prima Fund 1.7 0.7

ICICI Pru Banking & Finan.. 274 4.5 0.6 12.5
RHF has zero builder/developer loan. In addition, the company has maintained healthy asset

quality with Gross and net NPA of 2.22% and 1.52% as on Sep 2013 _ _
Shareholding Pattern Bloomberg: REPCO:IN
The loan book of RHF is equally divided between salaried and non salaried. The company has

developed strong in-house model to evaluate non salaried borrowers. This is clearly visible in the Promoters: 37.37  52-weekrange (INR): 475/201

cumulative write offs of INR 3.90 crores since initiation.
MFs, Fls & Banks: 10.52 Share in issue (Crs): 62.2

RHF has managed its costs well with a cost-to-income ratio of 17.3%. Unlike its peers, RHF does
not depend on intermediaries for loan origination Flls: 6.56  Mktcap (INRCrs): 2,807
RHF will be able to sustain growth in excess of 20% and RoOAE in excess of 20% in coming years . Others: 45.55 Ave. Daly 33/5

The company is well capitalized (25.5% capital adequacy ratio) UeLELEC

The stock is currently trading at attractive valuation of 2.7x FY16E book value

FY13 FY14E FY15E FY16E
Netint. income 125 190 240 305
Net profit after tax 80 110 141 181
Adjusted BV per share 98.1 115.5 134.4 159.8
Diluted EPS (INR) 12.6 17.6 22.6 29
Gross NPA ratio (%) 1.5 1.5 1.7 1.8
Net NPA ratio (%) 1 0.7 0.8 0.7
Price/Ad]. book value (x) 4.6 3.9 3.4 2.8
Price/Earnings (x)
RoA 2.4 2.6 2.6 2.6
RoE

FY16 projections not available
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Solar Industries India Ltd (CMP: INR 2,053; Mkt Cap: INR 3,685 cr)

Solar Industries Ltd. (SIL) is the market leader with 30% market share in the domestic industrial
explosives segment and the largest Indian exporter and is poised to sustain its fast-paced growth
on back of its leadership position and high entry barriers in explosive industry.

The company expanding geographically via exports as well as scaling up overseas manufacturing
operations, as exports have better realization and margins compared to domestic markets, thus a
surge in profitability is imminent.

It entered into an arrangement with DRDO to source the necessary technology to manufacture
propellants (for Akash & Pinaka missiles) and HMX (for war heads). These products would be 20%+
margins and a RoCE of 40%+.

The defense project, has the potential to garner over INR2bn and INR4bn revenue in FY16E and
FY17E, respectively, is likely to commence in H2FY15 and to be completed at a cost of INR2.2bn.

Further, the Government recently has classified its key raw material Ammonium Nitrate as
explosive, and thus the illegal market that used to operate could shift to the company, which may
add to further growth.

At CMP the stock is trading at 12.8x its FY16E earnings.

FY14
1133
Rev. growth (%) 0.9
EBITDA (crs) 203 261 329
Net profit (crs) 139 165 216
Shares outstanding (crs) . . 1.8 1.8 1.8
Diluted EPS (INR) 70.9 82.7 108.8
EPS growth (%) 1.2 16.6 314
Diluted P/E (x) 28.6 24.5 18.7
EV/ EBITDA (x) 19.7 15.2 12.0
ROCE (%) 16.9 19.1 214
ROE (%) 20.8 20.7 22.7

Year to March FY15E
1406

24.1

FY16E
1736
23.4

Revenue (crs)
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Scheme Name

HDFC Mid-Cap Opportunitie..
Birla Sun Life Midcap Fun..
HDFC Tax Saver Fund

HDFC Growth Fund

HDFC Balanced Fund

Shareholding Pattern
Promoters: 72.75
MFs, Fls & Banks: 18.07
Flls: 1.18

Others:

% AUM
in Stock

1.7

3.8

0.6

2.2

13

%
Stake

2.7

1.7

1.0

1.0

0.8

O

Current
Value

60.2
38.3
23.3
23.0

17.4

Bloomberg: SOXP:IN

52-week range (INR):

Share in issue (Crs):

Mkt cap (INR Crs):

Avg. Daily
Vol.BSE/NSE:(‘000):

Solar

2,250/ 735

1.8




United Spirits Ltd (CMP: INR 2,396; Mkt Cap: INR 36,192 cr)

United Sprits Ltd (USL) is the largest spirits company in the branded spirits market in India and is . % AUM % Current
the second largest spirits group in the world. It has a ~50% market share in terms of volume in L

IndianMade Foreign Liquor market. Reliance Growth Fund 48 05

Diageo taking over management control at USL should result in significant improvement in IDFC Premier Equity Fund 4.0 0.4
profitability levels for USL. We expect USL under new ownership and management to focus on
A : . S . . HDFC Top 200 Fund 10,738 0.9 0.2
premiumization of its portfolio thus resulting in healthier EBITDA margin trends.
X . o . . . DSP BR Top 100 Equity Fun.. 2,909 34 0.2 98.9
A 10% increase in realizations in the regular segment for USL would double domestic business

profits for USL. Thus there exists significant operating leverage which is untapped. Reliance Regular Savings .. 2,261 41 02 93§

Diageo — globally reports EBITDA margins of 30%+ on a sustainable basis. USL historically has ]

reported margins of 23% and we should see significant pick-up in margins for USL from current Shareholding Pattern
0,

subdued levels of 13%. Promoters: 52-week range (INR): 2,941/1,993

We value the stock at 3.5x FY15E EV/Sales
MFs, Fls & Banks: . Share in issue (Crs): 14

Flls: Mkt cap (INR Crs):

Avg. Daily

Others: Vol.BSE/NSE:(‘000):

FY12 FY13 FY14E FY15E FY16E
Revenue 9,101 10,526 11,246 12,542 14,186
Rev. growth (%) 24.5 15.3 7 11.5 13
EBITDA 1,060 993 1,324 1,579 1,825
Net profit 158 -94 313 752 925
Shares outstanding (crs) 12 12 14 14 14
Diluted EPS (INR) 12.5 -7.0 215 51.7 63.6
EPS growth (%) -63.0 -388.0 140.4 22.9
Diluted P/E (x) 198.0 115.6 48.0 39.1
EV/ EBITDA (x) 36.9 29.4 24.4 20.9
ROCE (%) 7.7 . 8.8 10.3 11.6 United Spirits
ROE (%) 3.5 . 5.1 9.6 10.8
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Zee Entertainment Enterprises Ltd (CMP: INR 293; Mkt Cap: INR 27,741 cr) @

ZEE is India’s oldest private cable television broadcaster and one of the largest media companies in Scheme Name AUM % AUM % Current
. . . . . INRCr.) inStock Stake Val
India. Besides Zee TV and Zee Cinema, the company has an attractive bouquet of regional (INRCr.) inStock ~Stake — Value
channels. The company has 650mn viewers in total all over the globe IDFC Premier Equity Fund 3,706 2.9 04 1108

ZEE will be a major beneficiary of digitization, with its large channel bouquet, strong distribution Reliance Growth Fund 4,311 2.2 0.3 97.0
muscle, sound balance sheet, cash flows, large dividend payouts and ability to garner higher share

HDFC Equity Fund 10,644 0.5 0.2 59.6
of the subscription revenue pie

DSP BR Top 100 Equity Fun.. 2,909 1.9 0.2 57.6
As of H1-FY14, subscription revenues contributed ~44% to ZEE’s total revenues. We expect

subscription revenues to contribute ~56% to ZEE’s total revenues by FY16. ZEE’s international
revenues will further add to the company’s profitability prospects

Morgan Stanley Growth Fun.. 1,232 4.6 0.2 57.4

Further, ZEE and STAR group have merged their distribution arms recently to form MediaPro. Shareholding Pattern Bloomberg: ZIN

Digitization, coupled with the MediaPro distribution JV, will enable ZEE to grow its subscription

) Promoters: 43.07 52-week range (INR): 302 /208
revenues aggressively over the next few years

At the CMP the stock trades at a PE multiple of 18.0x FY16E earnings TSI 343 SRR (A %
Flls: 47.94 Mkt cap (INR Crs): 27,741

Ave. Daily 483/2538
Others: 356 \/ol.BSE/NSE:(‘000):

FY13E FY14E FY15E FY16E
Revenue 3,699 4,421 4,952 6,032
Rev. growth (%) . 21.6 19.5 12.0 21.7
EBITDA 954 1204 1312 1716
Net profit 718 889 1147 1447
Shares outstanding (crs) 95 96 96 96
Diluted EPS (INR) . 7.5 9.2 10.4 13.5
EPS growth (%) . 12.6 29.7
Diluted P/E (x) 27.5 21.2
EV/ EBITDA (x) 20.9 15.7
ROCE (%) 31.4 34.6 Zee Entertainment
ROE (%) 39.8 39.4

16
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Edelweiss Top Picks: Performance

Edelweiss Top Picks NAV: At INR 202 vs Nifty NAV of INR 144

220 ~

™M
i
a
(]
n
e Daily Portfolio NAV === Daily Benchmark Return

** Edelweiss Top Picks have delivered a return of 102% since inception as against Nifty return of 44%, translating into an
outperformance of 58%

** On an annualized basis, Top Picks have delivered a return of 47% per annum as against Nifty return of 30%.
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Top Picks Performance

Top Picks Portfolio Performance

Portfolio Returns 6.1% 14.5% 24.8% 46.9% 47.2% 102.0%
Benchmark Returns 2.6% 12.7% 22.3% 28.8% 29.9% 44.4%
Volatility 11.9% 14.3% 13.5% 13.5% 16.1% 15.2%
Benchmark Volatility 13.5% 14.2% 12.9% 13.6% 17.3% 16.0%
Sharpe Ratio 54 3.5 3.1 4.0 34 3.1

Information Ratio 2.8 0.5 0.4 2.0 1.4 2.8

Sector Composition Value Composition
Consumption,

8%
Metals, 8%
IT, 8%

Chemicals, 8%
BFSI, 25%
Mid Cap, 50%

Auto, 17%

Large Cap, 50%

Infra, 8%

Pharma, 8% Media, 8%
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Edelweiss Top Picks Deletion History

Exit Date (Beginning Of the Month) Company Name Buy Price Exit Price
Jun-12 Tata Steel 471.0 397.9
Sep-12 Glenmark Pharmaceuticals 297.7 426.6
Oct-12 Yes Bank 336.2 394.2
Oct-12 City Union Bank 37.1 46.1
Oct-12 HCL Technologies 437.9 581.2
Oct-12 Eros International 204.7 161.6
Oct-12 Bajaj Auto 1610.8 1810.4
Oct-12 GSK Consumer 2664.0 3008.5
Feb-13 Supreme Industries 282.9 304.1
Feb-13 Coromondel international 269.7 227.1
Feb-13 Amara Raja Batteris 221.7 300.6
Feb-13 Gateway Distiparks 145.9 134.8
May-13 Astral Poly Technik 120.0 153.9
May-13 RAMCO Cement 243.4 242.5
Jul-13 Glenmark Pharmaceuticals 499.8 575.4
Jul-13 Lupin 705.6 777.2
Jul-13 WABCO India 1605.4 1678.1
Jul-13 J&K Bank 161.6 129.8
Aug-13 Bharat Forge 224.2 196.5
Aug-13 Development Credit Bank 48.2 44.3
Sep-13 V-Guard 466.3 507.8
Nov-13 KPIT Cummins 130.3 142.3
Nov-13 ITC 300.7 328.1
Jan-14 Maruti Suzuki 1358.0 1764.0
Jan-14 Sobha Developers 301.4 320.2
Jan-14 RAMCO Cement 176.2 188.1
Apr-14 Lupin 835.0 945.1
May-14 Ipca Labs 822.0 760.6
May-14 Wipro 451.0 494.7
May-14 Pidilite 255.0 323.9
May-14 Infosys 3561.0 2924.5
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Stocks Under Coverage

Stock

TTK Prestige

Whirlpool

Symphony Ltd

Bajaj Finance Limited

City Union Bank Limited

GRUH Finance Limited

Kajaria Ceramics Limited

Tube Investments of India
Limited
Alembic Pharmaceuticals

Limited

Vinati Organics Limited

Karur Vysya Bank Limited

Jammu & Kashmir Bank Limited

Astral Poly Technik Limited

Amara Raja Batteries Limited

Dishman Pharmaceuticals and
Chemicals Limited

MindTree Limited

V-Guard Industries Limited

Sectors

Consumption

Consumption

Consumption

BFSI

BFSI

BFSI

Consumption

Auto & Auto
Ancillary

Pharma

Chemicals

BFSI

BFSI

Consumption

Auto & Auto
Ancillary

Pharma

IT

Consumption

Release
Date

Apr-10

Apr-10

Apr-10

Feb-12

Feb-12

Apr-12

Apr-12

Apr-12

Apr-12

May-12

Jun-12

Jul-12

Aug-12

Aug-12

Sep-12

Oct-12

Jul-12

Reco Price

900

300

184

810

37

CMP

3,525

336

995

2,007

75

Return

292%

12%

441%

148%

103%

51%

308%

108%

466%

284%

13%

69%

510%

151%

60%

31%

146%

Stock

TV18 Broadcast Limited

Prestige Estates Projects Limited
WABCO India Limited

Madras Cements Limited

KPIT Cummins Infosystems Limited

Sobha Developers Limited
Bharat Forge

La Opala RG Limited
Development Credit Bank Ltd
J K Lakshmi Cement Ltd
Kewal Kiran Clothing Ltd

NIIT Technologies Ltd

Elgi Equipments

Motherson Sumi Systems Ltd
Pidilite Industries

Unichem

Engineers India Ltd

Mayur Uniquoters Limited
Natco Pharmaceutical Ltd

Va Tech Wabag Ltd
Cholamandalam Investment
Ratnamani Metals and Tubes Ltd
NBCC

Finolex industries

CAN FIN Homes

Sectors
Media

Real Estate

Auto & Auto
Ancillary

Cement
IT

Real Estate

Auto & Auto
Ancillary

Consumption
BFSI
Cement
Consumption
IT

Capital Goods

Auto & Auto
Ancillary

Consumption
Pharma
Capital Goods
Consumption
Pharma
Capital Goods
BFSI

Capital Goods

Capital Goods
Capital Goods
BFSI

Release
Date

Nov-12
Dec-12
Jan-13
Jan-13
Jan-13
Feb-13
Apr-13
Jun-12
May-13
Jun-13
Jul-13
Sep-13
Sep-13
Sep-13
Sep-13
Sep-13
Mar-14
Mar-14
Mar-14
Mar-14
Apr-14
May-14
May-14
Apr-14

May-14

Reco Price CMP

Return
23 33 42%
163 41%
1,620 104%
240 21%
110 57%
430 16%
230 172%
105 760%
48 83 74%
213 101%
1,670 104%
443 61%
78 122 56%
157 324 107%
258 326 26%
170 227 33%
149 325 118%
243 376 55%
750 1,005 34%
695 1,308 88%
290 389 34%
235 380 62%
243 346 42%
203 288 42%

265 404 53%
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Disclaimer

This document has been prepared by Edelweiss Securities Limited (Edelweiss). Edelweiss, its holding company and associate companies are a full service, integrated investment banking, portfolio management and brokerage group. Our research analysts
and sales persons provide important input into our investment banking activities. This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The
information contained herein is from publicly available data or other sources believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. Edelweiss or any of its affiliates/ group companies shall
not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This document is provided for assistance only and is not intended to be and must not alone be
taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make such investigation as it deems necessary to arrive at an independent evaluation of an
investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The investment discussed or views expressed
may not be suitable for all investors. We and our affiliates, group companies, officers, directors, and employees may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b)
be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as advisor or lender/borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and
related information and opinions. This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other
person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where
such distribution, publication, availability or use would be contrary to law, regulation or which would subject Edelweiss and affiliates/ group companies to any registration or licensing requirements within such jurisdiction. The distribution of this
document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform themselves about and observe, any such restrictions. The information given in this document is as of the date of this
report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. Edelweiss reserves the right to make modifications and alterations to this
statement as may be required from time to time. However, Edelweiss is under no obligation to update or keep the information current. Nevertheless, Edelweiss is committed to providing independent and transparent recommendation to its client and
would be happy to provide any information in response to specific client queries. Neither Edelweiss nor any of its affiliates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect,
special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. Past performance is not necessarily a guide to future performance. The disclosures of interest statements incorporated
in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. Edelweiss Securities Limited generally prohibits its analysts, persons reporting to analysts and their
dependents from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The information provided in these reports remains, unless otherwise stated, the copyright of Edelweiss. All layout, design, original
artwork, concepts and other Intellectual Properties, remains the property and copyright Edelweiss and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the copyright holders. Edelweiss
might be engaged or may seek to do business with companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should take
informed decision and use this document for assistance only and must not alone be taken as the basis for their investment decision.

Analyst Certification:

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be,
directly or indirectly related to specific recommendations or views expressed in this report.

Analyst holding in the stock: No.

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

Additional Disclaimer for U.S. Persons

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

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities
and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not
be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an
agreement with a U.S. registered broker-dealer, Enclave Capital, LLC ("Enclave").

Transactions in securities discussed in this research report should be effected through Enclave Capital, LLC.

Additional Disclaimer for U.K. Persons

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

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

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this research report relates is available only to relevant persons and will be engaged in only with relevant
persons. Any person who is not a relevant person should not act or rely on this research report nor any of its contents. This research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other
person.

Disclaimer for Canadian Persons:

EBL is not a registered adviser or dealer under applicable Canadian securities laws nor has it obtained an exemption from the adviser and/or dealer registration requirements under such law. Accordingly, any brokerage and investment services provided
by EBL, including the products and services described herein, are not available to or intended for Canadian persons.
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