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Fundamental Product — Stocks to Buy — 2015

Indicative Potential Maximum

Upside* open calls Time Frame

Asset Class Product Type Recommendation Style

Equity Fundamental Long only Medium 20% - 25% per annum 1 Year

Salient features:
Stocks to Buy — 2015 are ‘long’ only recommendations with the objective of wealth creation.
Stocks to Buy — 2015 provides a detailed overview of the company’s business model, operational drivers , valuations, possible risks, etc.
Regular updates of quarterly earnings review, news-based events ,policy changes, etc. that impact the company are provided through follow-up research updates.
The product is targeted at investors willing to hold on to the share for at least a year.
Suitable for:
%k Long-term Investors
Risk management:

%k We provide regular updates on share recommendations under coverage.

Indicative
Potential

Short Med. Long Low Risk Med. Risk High Risk )
Upside

Term Term Term

Fundamental
<5%

Technical 5%-15%

Derivative 16%-19%

Others - >20%

* The return mentioned above is indicative return. The indicative returns are based on past performance. The investor should consult his own advisors to understand the risks such investment and before making

investment




Bharat Forge Ltd (CMP: INR 889; Mkt Cap: INR 20,128 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.

BFL key markets and segments are witnessing growth albeit on a low base. For instance Indian
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truck market has reported growth of 20% YoY over past months.

Reliance Tax Saver (ELSS).. 2.3 0.5 47.2

Reliance Top 200 3.6 0.3 27.9

Bloomberg: BHFC:IN

934 /280

BFL has taken steps to become AS9100-certified company (pre-condition for aerospace
manufacturers/suppliers) and has already achieved NADCAP certification. The aerospace segment
is a difficult sector to enter due to the criticality of the components. BFL has built relationships
with material suppliers for titanium based products. The company’s potential customer could be
Airbus, Boeing, GE, Rolls Royce etc. Precision Castparts Corp. of USA, which is also into aerospace
casting and forging, does revenue of ~USD 9 bn and EBITDA margins of ~30%.

Shareholding Pattern

Promoters: 52-week range (INR):

MFs, Fls & Banks: Share in issue (Crs): 23.3

With low capex spends expected over the next 2-years, significant reduction in debt and
improvement in machining mix (higher margins), we expect BFL earnings to grow by 42% CAGR
over FY14-FY16E .Improving demand in Europe, subsidiary utilization level will improve and
operating leverage benefit will kick in further.

Flls: Mkt cap (INR Crs): 20,128

Avg. Daily

60/368
Vol.BSE/NSE:(‘000):

Others:

FY14 FY15E
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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 (%)

Bharat Forge Sensex




Cholamandalam Investment (CMP: INR 461; Mkt Cap: INR 6,485 crs) Gk

Cholamandalam Investment and Finance Ltd. (CFL), promoted by the Murugappa group, is a retail . % AUM % Current
finance company with primary focus on vehicle finance and loan against property Liiioe iinio ol

The company is one of the leading vehicle finance companies with market share of 9.8% and Sundaram Select Midcap 1,820.56 057 0207  10.38
11.8% in Commercial Vehicles (CV) and Light Commercial Vehicle (LCV), respectively. UTI-CCP Balanced Fund 2,919.67 032 0186 9.34

In 2006, the company started consumer finance business in JV with DBS Bank, Singapore. This UTI-Mid Cap Fund 868.68 0.89 0.154
unsecured lending business led to pressure on the overall book. The company exited the personal

loan business in 2009 and post that terminated the JV with DBS pursuant to the purchase of their
stake by the promoters. SBI Magnum Global Fund 1,004.70 0.46  0.092 4.62

Over the last few years, the company was under rapid branch expansion phase. The branch ]

network has increased from 236 branches in FY11 to 529 branches as on Dec. 2013.
CV sales growth worst in last 10 years. Uptick in volume due to pent-up demand in the CV Promoters: 57.75 52-week range (INR): 518/217
segment will aid growth and Improvement in the product mix will aid margin improvement.

SBI Magnum Midcap Fund 300.45 241 0.144 7.24

MFs, Fls & Banks: 8.18 Share in issue (Crs): 143
CFL will be able to sustain growth in excess of 20% and RoAE of ~18% in coming years on the back

of strong growth (5 year PAT CAGR of 40%). Flls: 2551 Mktcap (INR Crs): 6,485

Valuation: The stock is currently trading at attractive valuation of 2.1x FY16E book value Others: 8.56 Ave. Daily 26/15
Vol.BSE/NSE:(“000):

Year to March FY14 FY15E FY16E
Netint. income 1,459 1,654 1,991
Net profit after tax 364 433 587
Adjusted BV per share (INR) 160 219 232
Diluted EPS (INR) 25.4 37.8
Gross NPA ratio (%) E . 1.9 . 1.8
Net NPA ratio (%) b . 0.7 b 0.6
Price/Ad]. book value (x) . . 2.8 . 2.0

Price/Earnings (x)




KNR Constructions Ltd (CMP: INR 302; Mkt Cap: INR 805 cr)

KNR Constructions Ltd in the business of construction of roads and highways, which comprises 95% of its S % AUM % Current
order book (INR 1200 cr) and would be a major beneficiary from expected revival in the road ) inStock Stake  Value

infrastructure Space. HDFC Mid-Cap Opportunitie.. 7,924.73 . 7.754 68.15

The company adopted a selective approach during high competition and rising cost of funding thereby
resulting projects unviable. Staying away from aggressive bidding turned positive for the company by
resulting in strong balance sheet with low debt to equity of 0.1x and positive OCF Tata Infrastructure Fund 816.65 . 1.245  10.94

Franklin India Smaller Co.. 1,435.89 . 1.830 16.08

After 2 years of lull phase, project awarding in the road sector is expected to pick up which is positive for|  Tata Equity P/E Fund 542.55 . 1.161  10.20
road construction companies like KNR. NHAI has floated tenders of over 5000 km of road projects which
would be awarded in the next 6-8 months.

KNR is expected to be a major beneficiary from declining interest rate as this would revive in the road
. . Shareholding Pattern Bloomberg: KNRC:IN
construction on cheaper funding cost.

KNR has sterling track record of executing road projects ahead of schedule with the top management = promoters: 67.29 52-week range (INR): 333/67
actively involved at all stages of project execution.

DSP BR Micro-Cap Fund 1,590.33 0.53 0.959 8.43

KNR is well equipped to achieve over 20% sales CAGR in the next three years with 20% plus core ROCE MEs, Fls& Banks: 1719 Share in issue (Crs): 28

considering pick up in project awarding Flls: 107  Mktcap (INRCrs):

The stock is available at FY16E PE of 8.8x (adjusted for BOT value of INR 58/share). o B

Others: 1445 ol BSE/NSE:(‘000):

FY14 FY15E FY16E
Income from operations 835 895 1161
YoY Grth% d 20.6 7.2 29.7
EBITDA 126 134 169
EBITDA Margin% 15.1 15.0 14.5
Profit after tax 61 61 79
YoY Grth% 5 . 17.0 -0.1 30.1
EPS 21.7 21.7 28.2
ROAE (%) 12.6 11.2 131
ROACE (%) 12.7 12.5 17.2
P/E 14.4 14.4 11.1
EV/EBITDA . 7.3 6.4 4.9




Motherson Sumi Systems (CMP: INR 416; Mkt Cap: INR 35,990 cr) Gk

Motherson Sumi Systems Ltd. (MSSL) is a global auto component supplier with market leading position AUM UM % Current
in wiring harness (65% MS in India), rear view mirrors (22% Global MS) and polymer components scheme Name “c":r; inStock Stake  Value

(Bumpers, Dashboards etc). International revenue accounts for 87% of revenues
ICICI Pru Focused Bluechi.. 4,849 3.7

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. HDFC Tax Saver Fund 3,580 2.7 0.6 98.0
MSSL Fustom_ers include marquee.names like VW, Audi , BMW, Porsche, Skoda, General Motors Birla Sun Life Midcap Fun.. sl G . 99
,Maruti Suzuki, TataMotors, Hyundai etc

Reliance Regular Savings .. 2,262 4.8

Birla Sun Life Frontline .. 3,756 13 0.3 49.2
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 with few players globally. Shareholding Pattern Bloomberg: MSS:N

New order wins at SMP & SMR (Euro 6 bn) gives sales visibility while margins expansion (SMR/SMP) Promoters: 52-week range (INR): 448/ 166
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. bl i Bl : Share in issue {Crs): e

Internal sourcing opportunities (INR 5000 crs) , tapping customers within business segments (SMR — Flls: M cap (INR Crs): 35,990

SMP) and vertical integration (SMR) gives us sustained sales and margin visibility over a longer period el

. 45/420
Others: Vol.BSE/NSE:(‘000): /

FY12 FY13 FY14 FY15E FY16E
Revenue 14,862 25,567 30,658 35,274 45,757
Rev.growth (%) 80% 72% 20% 15% 30%
EBITDA 948 1,782 2,815 3,342 5,618
Net Profit 280 457 910 1,095 1,965
Shares outstanding (Crs) 88.20 88.20 88.20 88.20 88.20
Diluted EPS (INR) 3.2 5.2 10.3 12.4 223
EPS growth (%) -19% 63% 99% 20% 79%
Diluted P/E (x) 134.6 82.4 41.4 34.4 19.2 fl.l"
EV/EBITDA (x) 53.5 32.2 22.5 18.9 12.1 3
ROCE (%) 13.6% 16.8% 29.4% 32.2% 52.5%

4
Motherson Sumi Sensex
ROE (%) 10.3% 18.3% 38.6% 34.9% 49.1%

Private and Confidential




Natco Pharma Ltd (CMP: INR 1,365; Mkt Cap: INR 4,405 crs)

Natco Pharma is a R&D focused company with major presence in oncology and niche therapies, R % AUM % Current
where in the domestic market it commands 30% market share in the generic oncology space. Lo aidla colle

US generic market is a future growth driver for the company where the company has some very ICICI Pru Value Discovery.. 7,243.85 70 2740 123.19
interesting niche filings (Copaxone, Revlimid, Tamiflu, etc.), of its many opportunities Copaxone, SBI Magnum Tax Gain Schem..  5,038.76 ; 0.639  28.72

Tamiflu, Fosrenol and Lansoprazole OTC are expected to be in market by the end of FY16.
L&T Tax Advantage Fund 1,539.42 . 0.613 27.56

Copaxone is one of the key launches for the company with the potential to double its revenue
from its current levels, at the year of launch, and also continue to contribute substantially over the
longer period of time as it is expected to be a limited competition product for long with only four
filers currently

NPL further has filed for some other small niche products like Tykerb, Nuvigil, Gosnerol, Vidaza, Shareholding Pattern

Doxil among others, which would further help the company strengthen and report sustainable
growth from the US market

SBI Tax Advantage Fund-Se.. 415.84 6.22 0.576 25.87,

ICICI Pru Export and Othe.. 533.07 3.74 0.444 19.94

Promoters: 52-week range (INR): 1,590/ 650

. MFs, Fls & Banks: . Share in issue (Crs): 126
We recommend a BUY rating on the stock. > T S Bane arein issue (Crs)

Flls: Mkt cap (INR Crs): 4,405

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

Year to March FY13 FY14E FY15E FY16E
Revenue 661 739 825 884
Revenue Growth (%) 27.0% 11.9% 11.6% 7.2%
EBITDA 150 179 199 216
Net Profit 84 103 125 141
Profit Growth (%) 38.5% 23.0% 21.5% 12.8%
Shares Outstanding (crs.) . 3.3 3.3 33 33
Diluted EPS (INR) 25.3 31.1 37.8 42.6
EPS Growth (%) 38.5% 23.0% 21.5% 12.8%
Diluted P/E (x) 54.0 43.9 36.1 32.0
EV/EBITDA (x) 32.2 26.4 23.6 215
RoE (%) 14.1% 16.1% 15.9% 15.6%
RoCE(%) 17.5% 17.9% 18.3% 18.4%

Private and Confidential




Repco Home Finance (CMP: INR 623; Mkt Cap: INR 3,744 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.. >0 34
size of the company’s loan is INR 9.8 lakhs Reliance Banking Fund 16 1.2

During the last five years, loan book have grown at a CAGR of 38% from INR 655 cr. in FYO8 to INR SBI Magnum Balanced Fund 4.1 0.8

4,661 cr. in FY14 while PAT has also grown by 38% CAGR from INR 15.6 cr. to INR 110 cr. in FY14 T 17 e

RHF has zero builder/developer loan. In addition, the company has maintained healthy asset
quality with Gross and net NPA of 2.5% and 1.6% as on June 2014

The loan book of RHF is equally divided between salaried and non salaried. The company has Shareholding Pattern Bloomberg: REPCO:IN
developed strong in-house model to evaluate non salaried borrowers. This is clearly visible in the

cumulative write offs of INR 3.90 crores since initiation. Promoters: 52-week range (INR): 515/ 284

ICICI Pru Banking & Finan.. 4.5 0.6 12.5

RHF has managed its costs well with a cost-to-income ratio of 17.3%. Unlike its peers, RHF does MFs, Fls & Banks: Share in issue (Crs): 62.2

not depend on intermediaries for loan origination
Flls: Mkt cap (INR Crs): 3,744
RHF will be able to sustain growth in excess of 20% and RoOAE in excess of 20% in coming years . |
Avg. Daily

. s 0 ; .
The company is well capitalized (24.95% capital adequacy ratio) Others: i — 33/5

The stock is currently trading at attractive valuation of 3.6 FY16E book value

Netint. income

Net profit after tax
Adjusted BV per share
Diluted EPS (INR)

Gross NPA ratio (%)

Net NPA ratio (%)
Price/Ad]. book value (x)
Price/Earnings (x)

RoA

RoE

FY16 projections not available

Private and Confidential




Disclaimer

Broking services offered by Edelweiss Broking Limited under SEBI Registration No.: INB/INF/INE231311631 (NSE), INB/INFO11311637 (BSE) and INB/INF/INE261311634 (MCX-SX)
Name of the Compliance Officer: Mr. Brijmohan Bohra,
Email ID: complianceofficer.ebl@edelweissfin.com;
Corporate Office: Edelweiss House, Off CST Road, Kalina, Mumbai - 400098;
Tel. (022) 4009 4400/4088 5757/4088 6278
This report has been prepared by Edelweiss Broking Limited (Edelweiss). This report does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information contained herein is from publicly available data or
other sources believed to be reliable. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this report should make such
investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this report (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The investment
discussed or views expressed may not be suitable for all investors. This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or
published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject Edelweiss and affiliates/ group companies to any registration or licensing requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons in whose possession this report
comes, should observe, any such restrictions. The information given in this report is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. Edelweiss reserves
the right to make modifications and alterations to this statement as may be required from time to time. 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. Edelweiss is committed to providing independent and transparent recommendation to its clients. 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 loss of 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 report are provided solely to enhance the
transparency and should not be treated as endorsement of the views expressed in the report. The information provided in these reports remains, unless otherwise stated, the copyright of Edelweiss. All layout, design, original artwork, concepts and other Intellectual Properties, remains the
property and copyright of 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.

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.

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

Edelweiss is not a registered broker — dealer under the U.S. Securities Exchange Act of 1934, as amended (the“1934 act”) and under applicable state laws in the United States. In addition Edelweiss is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended
(the "Advisers Act" and together with the 1934 Act, the "Acts), and under applicable state laws in the United States. Accordingly, in the absence of specific exemption under the Acts, any brokerage and investment services provided by Edelweiss, including the products and services described
herein are not available to or intended for U.S. persons.

This report does not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or investment services and/or shall not be considered as an advertisement tool. "U.S. Persons" are generally defined as a natural person, residing in the United States
or any entity organized or incorporated under the laws of the United States. US Citizens living abroad may also be deemed "US Persons" under certain rules.

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 or any of its contents. This research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person.

Additional Disclaimer for Canadian Persons
Edelweiss 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 Edelweiss, including the products
and services described herein, are not available to or intended for Canadian persons.

This research report and its respective contents do not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or investment services.

Disclosures under the provisions of SEBI (Research Analysts) Regulations 2014 (Regulations)

Edelweiss Broking Limited (“EBL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related activities. The business of EBL and its associates are organized around five broad business
groups — Credit including Housing and SME Finance, Commodities, Financial Markets, Asset Management and Life Insurance. There were no instances of non-compliance by EBL on any matter related to the capital markets, resulting in significant and material disciplinary action during the last
three years. Research reports are distributed as per Regulation 22(1) of the Regulations. An application is filed for obtaining registration under Regulation 3 of the Regulations.




