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Robust earnings season with Sensex posting 26% yoy PAT growth

Sep-gtr turned out to be a robust earnings season with Sensex stocks posting
impressive yoy growth of 21%/30%/26% for revenue/EBITDA/PAT, driven by Tata
Motors, HDFC, BHEL, L&T, Tata Steel and Reliance Industries, among others. On 35% 1 B QoQ Growth (%)

Growth numbers for Sensex R YoY Growth (%)

a free-float basis the corresponding yoy growth numbers were even more 20% | 29.8%

impressive at 20%/33%/39%. Overall Sensex numbers were slightly above (1%-
2%) both Deutsche Bank and consensus estimates and positive surprises
outnumbered negative surprises by a ratio of ~2:1 at both revenue and PAT levels. 20% 1
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Metals, Auto and Cap Goods led both on PAT growth and positive surprises
As expected, we witnessed strong growth momentum in: (i) Metals (driven 10% 7
primarily by Tata Steel, which saw a swing from loss to profits, helped by better- 5%
than-anticipated realization of blended saleable steel in Europe and higher
revenues from carbon credits), (i) Autos - PAT up 88% yoy (mainly due to a strong
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performance from Tata Motors, with Chinese demand driving strength in global
luxury cars and tight cost management leading to 773% yoy PAT growth), and (iii)
Cap Goods — PAT up 34% yoy (both L&T and BHEL posted PAT growth of >30%;
L&T benefited from the safety of diversification as L&T-IDPL and the urban

infrastructure segment offset the slowdown in other infra segments, while BHEL 307 % deviation in PAT (vs. DB est) - Sensex 24

witnessed robust order book growth of 61% yoy). We also note that these three
sectors occupied the top rungs in terms of positive surprises with PAT for
Auto/Metals/Cap Goods respectively coming in 24%/14%/13% higher than DBe,
led by M&M (PAT+49% above DBe), Tata Steel (+36%) and Tata Motors (+29%).

Cement, Telecom lag while govt compensation props up Oil PSUs’ PAT

In line with DBe, Cement posted the highest negative PAT growth of -63% vyoy.
ACC could not even meet our conservative estimates due to lower realization (-
12% qgoq) and higher clinker purchase and input cost inflation, which drove PAT
down by 68% yoy. Telecom also posted negative PAT growth of -26% yoy, albeit
better than DBe of -32%. This was mainly due to lower interest cost for RComm
while Bharti's operational results were in line. Outside the Sensex, the biggest
surprise was in Qil PSUs, which witnessed significantly higher PAT than DBe as
volatile government compensation for under-recoveries turned favorable for IOC,
HPCL and BPCL. Unexpected government compensation for Oil PSUs pushed PAT
growth for the Deutsche Bank universe to 44% yoy, while ex-oil PAT growth came
in at a more reasonable 25% yoy.
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Earnings raises dominate; reiterating Dec’10 Sensex target of 22,000

During the Sep-qtr season earnings raises outpaced earnings cuts. Key raises
were Ranbaxy Lab (+279%), Bharat Forge (+41%), Tata Motors (+18%), Can Bank
(+27%), IDFC (+8%) and TCS (+6%). Earnings cuts were mostly within -10%. Key
cuts were ICICI Bank (-8%), Cipla (-8%) and RIL (-7%). We remain sanguine on the
earning trajectory and assign a low likelihood to material earnings downgrades.
We reiterate our Sensex target of 22,000 and believe that the current global macro
induced weakness offers a buying opportunity.
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Sep-qtr analysis for Sensex

stocks

Figure 1: Growth numbers for Sensex Figure 2: Growth for Sensex stocks (free float wtd.)
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Source: Deutsche Bank, Bloomberg Finance LP; We have taken consensus estimates for stocks without DB estimates

Figure 3: Stock-wise deviation at PAT level (vs. DBe) — Sensex stocks
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Figure 4: Sector-wise deviation at PAT level (vs DBe) - Sensex
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Figure 5: Beats to miss ratio - Sensex
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Sept-quarter analysis for DB coverage

Figure 6: YoY growth for DB coverage Figure 7: Beats to miss ratio — DB coverage
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Figure 8: Sector-wise deviation at PAT level (vs DBe) - DB coverage
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279%

Earnings revision during Sept Qtr earnings season - DB Coverage
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Appendix 1

Important Disclosures
Additional information available upon request

For disclosures pertaining to recommendations or estimates made on a security mentioned in this report, please see
the most recently published company report or visit our global disclosure look-up page on our website at
http://am.db.com/ger/disclosure/DisclosureDirectory.eqgsr.

Analyst Certification

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s). In addition, the
undersigned lead analyst(s) has not and will not receive any compensation for providing a specific recommendation or view in
this report. Abhishek Saraf

Equity rating key Equity rating dispersion and banking relationships
Buy: Based on a current 12- month view of total share- 58%
holder return (TSR = percentage change in share price from 400
current price to projected target price plus pro-jected
dividend vyield ) , we recommend that investors buy the 300 34%
stock.
200
Sell: Based on a current 12—month view of total share-holder 18% 17% 8%
return, we recommend that investors sell the stock 100 © 13%
Hold: We take a neutral view on the stock 12-months out 0
and, based on this time horizon, do not recommend either a s
Buy or Sell. Buy Hold ell
Notes:

1. Newly issued research recommendations and target
prices always supersede previously published research.

0 Companies Covered [l Cos. w/ Banking Relationship ‘

Asia-Pacific Universe
2. Ratings definitions prior to 27 January, 2007 were:

Buy: Expected total return (including dividends) of 10%
or more over a 12-month period

Hold: Expected total return (including dividends)
between -10% and 10% over a 12-month period

Sell: Expected total return (including dividends) of -10%
or worse over a 12-month period
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Regulatory Disclosures

1. Important Additional Conflict Disclosures

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing.

2. Short-Term Trade ldeas

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are consistent
or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the SOLAR link at

http://am.db.com.

3. Country-Specific Disclosures

Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian
Corporations Act.

Brazil: The views expressed above accurately reflect personal views of the authors about the subject companylies) and
its(their) securities, including in relation to Deutsche Bank. The compensation of the equity research analyst(s) is indirectly
affected by revenues deriving from the business and financial transactions of Deutsche Bank.

EU countries: Disclosures relating to our obligations under MiFiD can be found at
http://globalmarkets.db.com/riskdisclosures.

Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc.
Registration number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No.
117. Member of associations: JSDA, The Financial Futures Association of Japan. Commissions and risks involved in stock
transactions - for stock transactions, we charge stock commissions and consumption tax by multiplying the transaction
amount by the commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price
fluctuations and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange
fluctuations. "Moody's", "Standard & Poor's", and "Fitch" mentioned in this report are not registered as rating agency in Japan
unless specifically indicated as Japan entities of such rating agencies.

New Zealand: This research is not intended for, and should not be given to, "members of the public" within the meaning of
the New Zealand Securities Market Act 1988.

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any
appraisal or evaluation activity requiring a license in the Russian Federation.
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