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The SENSEX closed 1% lower as profit-taking
continued. The Central Bank is widely
expected to hike interest rates again on the

7,000 - T T T 18th, to curb inflation. Eyes are also on the
S S o Y o S S~ S m US Fed's meeting next week - for clues on
[0 [ [ [ (] (0]
a° a° o o = = tapering the current economic stimulus.
Source: chart & following table: Bloomberg
13 Dec 2013 Index PE 5 Year PE LONDON / NEW YORK
- o) i
Level Ptnghg @_?Bg 2014/15 High Low Avg Most GDRs/ADRs are lower year-to-date
SENSEX 30 20,716 210 + 6.6%  14.0x 25.6x 9.1x 17.2x (YTD). IT shares outperform. Infosys is:
NIFTY 50 6,168 - 69 + 45%  13.5x 25.0x 9.0x 17.4x +28% and WIPRO: +50%. On AIM, HIRCO

stands out with a loss of 52% YTD.

ECONOMIC NEWS

=> A sharp rise in food prices drove retail inflation to a record
level of 11.24% year-on-year in November. Food prices soared
by an annual 14.72%. This is very politically sensitive in a
country where, despite a growing middle class, about 800 m
people live under $2 a day according to the World Bank.
Stubbornly high inflation for about two years (led by soaring
vegetable prices) combined with high interest rates have hit
India's domestic demand driven growth. The domestic side
accounts for about 57% of India's economy. The production of
consumer goods, a proxy for consumer demand, fell an annual
5.1% in October. The sector has grown in only one out of the
last six months. The Wholesale Price Index (WPI) for November
is to be released on Monday, the 16th. It is also expected to
show inflation at elevated levels. In October the WPI was 7.0%
- far higher than the Central bank's comfort level of 5%.

India's industrial production contracted for the first time in
four months in October, down by 1.8% year-on-year. The
manufacturing sector, which accounts for 76% of industrial
production fell 2% vs a year ago. Capital goods, a barometer
for investment in the economy, grew 2.3% in October vs a year
ago. Such mixed data suggest that although an economic
recovery is underway, it appears to be fragile. And, faltering.

The Central Bank, Reserve Bank of India (RBI), meets on the
18th. We expect interest rates to rise again. They were raised
by 0.25% in September and again in October. The repo rate
(key policy rate) is currently 7.75%. The extent of the next
increase is not clear. Our view is that simply based on rising
inflation, especially in food prices, there is a case for a hike of
0.50%. However, with lower industrial production signalling
that the economic recovery is still shaky there is a case to
increase interest rates by just 0.25%. So as not to kill the
fragile growth. The latter is what we think the RBI will do on
the 18th, as it still continues to focus on anchoring inflation.

High inflation, especially of vegetable prices, contributed in a

major way to the recent debacle for the Congress party in the recent
state elections. With national elections due in less than 20 weeks the
Congress party is hoping that the recent good monsoon will yield
bumper crops; and help in cooling down food prices very soon. The
party's vote bank mainly consists of the rural poor. However, to bring
down food inflation on a sustainable basis requires structural reforms
and pro-active policies to the supply chain. Like much better
warehousing, vastly improved distribution and transport
infrastructure. And to dramatically lower the estimated 30%+ wastage
in fresh food rotting from farm to market. All this has been woefully
absent, and takes time to implement. The failure by Congress to
address these key issues angered voters at the recent state elections.
And may do so again at the national elections, due latest by May 2014.

Despite the sharply slowing economy there are many success stories.
One of them is unlisted company, Micromax. It has become India's No.
2 smart phone brand in just five years after selling its first handset. It
started in business selling a cheap $ 30 made-in-China mobile phone. It
is now on track to cross $ 1 bn in sales for the year to 31 March 2014.
Micromax built up its business by selling basic and cheap handsets in a
very price sensitive market among the masses. It was able to gain rapid
market share by introducing a cheap model which could take two SIM
cards. Hence, users could take advantage of bargains from competing
mobile line providers. It has "moved up the ladder" by selling smart
phones starting at just $50. This is almost half the price of a
comparable Samsung. About 250 mn handsets are sold annually in
India, about a fifth of which are smart phones. Among all types of
mobile phones, Micromax ranks third after Nokia and Samsung. The
company now wants to tap overseas markets like Russia and Romania.
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SELECTED SHARE PRICES :

Company Company

L&T $16.82 - 14% Rel. Inds $27.49 - 10%
M&M $15.36 - % SBI $55.90 - 38%
Ranbaxy S 6.62 - 27% Tata Steel S 6.56 - 17%

Source : Thomson Reuters

Company Company

Dr.Reddy S 38.50 + 16% Infosys $54.37 + 29%
HDFC Bank S 34.10 - 16% Tata Motor $30.15 + 5%
ICICI Bank S 35.83 - 18% WIPRO $11.70 + 50%

Source : Thomson Reuters

Company Company

Caparo (now Mytrah) 79 - 4% Indus Gas 900 - 12%
DQE 17 - 20% IEnergizer 222 - 36%
Greenko 162 - 23% OPG Power 60 + 28%
HIRCO 20 - 52% SKIL Ports 78 - 26%

Source : Thomson Reuters

Company Company

Essar Energy 68 - 43% Collective Funds

Vedanta Resources 781 - 33% London:
Aberdeen New India 202 - 9%
JP Morgan India 327 - 13%
New York:
MS India $16.96 - 9%
The India Fund $20.23 - 3%

Source : Thomson Reuters



v‘; 4 3

13 December 2013 INDIA REPORT LALCAP

EVENT: PRIVATE WEALTH LEADERS INDIA

LONDON, 29 JANUARY 2014 - CROWNE PLAZA HOTEL, 51 BUCKINGHAM GATE, LONDON SWI1E 6AF

Excellent networking event combined with updates on:

Global economic outlook + insights on Indian elections
Where to invest in 2014

Recent investment and regulatory changes in India
Offshore centres for efficient structures

Navigating the tax ocean in India

Please book directly with event organiser, IBC INFORMA : http://www.iiribcfinance.com/FKW52679DLNL
India Report readers may avail of a 20% discount by quoting VIP code: FKW52679DLNL on the booking form

Deepak Lalwani is chairing the event, but Lalcap Ltd is not organising it.

DISCLAIMER

This report is solely for knowledge purposes and does not constitute investment advice and should not be construed as an
advertisement, solicitation, invitation or inducement to buy or sell securities in any jurisdiction. Lalcap Ltd does not offer a share
dealing service. Readers should make their own investment decisions or seek appropriate professional advice. Nothing in this report
constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a
recipient’s individual circumstances or otherwise constitutes a personal recommendation to lead to or enable any transaction. The
past is not necessarily a guide to future performance. The value of securities and the income arising from them can fall as well as rise
and investors may get back less than they originally invested. The information contained here has been obtained from sources which
Lalcap Ltd believes to be reliable. The Company does not warrant that such information is accurate or complete. All estimates and
prospective figures quoted are forecasts and not guaranteed. Opinions included in this report reflect the Company’s judgement at the
time of presentation and are subject to change without notice. If the investment(s) mentioned in this report are denominated in a
currency different from the currency of the country in which the reader is a resident, the recipient should be aware that fluctuations in
exchange rates may have an adverse effect on the value of the investment(s). If you are in or have inadvertently or indirectly received
this report within a jurisdiction where the contents may be regarded by local securities exchange authorities as regulated information
or investment advice, you should delete the report immediately and inform Lalcap of receipt. The company is not responsible for the
suitability of any securities for any purpose, investment or otherwise. Lalcap assumes no fiduciary responsibility or liability for any
consequences financial or otherwise arising from trading in securities if opinions and information in this document are relied upon. Full
disclaimer available on website at www.lalcap.com Published by / copyright : LALCAP, 2013

Lalcap Ltd is an Appointed Representative of First International Group PLC which is authorised and regulated by the Financial Conduct
Authority
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