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November Industrial growth contracts by -3.2%

November I[IP contracted by -3.2% after having risen to a five year high of 9.8% in October. IP print is well
below consensus estimates of 2.0% growth. The main reason for the sharp fall in industrial production can be
attributed to fewer working days in the month due to Diwali and other holidays, and the sharp fall in capital goods
output (-24.4%). Basic goods and intermediates grew by 0.7%, consumer durables expanded by 12.5% (last year was
-14.5%) showing some traction in urban demand while consumer non durables contracted by 4.7% showing lack of

rural demand.
Mining grew by 2.3%, Manufacturing contracted 4.4% and Electricity grew by 0.7%.

Within durables; Gems and Jewellery alone contributed to almost 1.46% to the IIP number. In the cap goods
sector, Cable, Rubber contributed to 2.3% fall in overall production numbers, and is responsible for the total

contraction in cap goods segment for the month (24.4%).
October IIP was revised to 9.9% from 9.8%
FY16 Expectation

On a cumulative basis April - November [IP growth is 3.9% against 2.5% in the previous year. Capital goods has
grown by 4.7% compared with 4.9% last year and consumer durables has grown 11.9% against -15.9% in previous

year. Consumer non durable growth continues to be poor at -0.5% YTD compared with 1.8% in the previous year.

Industrial growth has been poor for the past three years (average 1.3%) and we expect mild revival this year
with growth of around 5.0%. Capital goods performance has been reasonably positive thus far (except
November) and we expect this sector to continue to outperform due to infrastructure projects undertaken by
the government. Consumer durable growth has also surprised positively in the period Apr - Nov (although on a
favorable base and some urban demand revival) while non durables is disappointing (showing some rural

distress).

IIP Snapshot

Apr - Nov 2015

Mining 4.00 3.0 4.7 2.3 2.1
Manufacturing 4.70 2.9 10.6 -4.4 3.9
Electricity 10.00 114 9.0 0.7 4.6
Basic Goods 9.5 4.2 4.1 -0.7 3.8
Capital Goods 7.0 10.3 16.1 -24.4 4.7
Intermediate Goods 4.7 2.1 6.7 -0.7 2.2
Consumer Goods -1.6 1.2 18.4 1.3 4.1
Consumer Durables -14.5 8.4 42.2 12.5 11.9
Consumer Non Durables 7.0 -3.5 4.7 -4.7 -0.5
General 5.2 3.8 9.8 -3.2 3.9




Batlivala & Karani \-

[l

Manufacturing SBIPLR

Consumer durables
24 - - 15.0 44
0
ég* % YoY Consumer non-durable
- 14.5 b
- 14.0 B
L 13.5 ]
L 13.0 ]
L 12.5 ]
12.0 ~
11.5 ]
J 11.0 B
o - - N N [32] (32} < < Te) [Te)
2339993 g998338Y T T 07 3 F 3 3 3 ¥ 3% 9
> > > P P > P > > > > > P > >
o © o [ o © o [) o [ o
2 £ 225825225282 82 zZ = =z = =z = =z = =z = =z
% YoY T % YoY Intermediate goods Basic Goods
70 . i
Capital goods T
60 - - - - -Poly. (Capitalgoods)
50 T
40
30
20 -
10
o _
-10
-20
-30 - J
8 8 8 2 3 9 39 9 93 3 3 3 337 8833 <S 9 29 9983333 g3
8 % 3 % &8 ¥ 3 ® 3 ® 3 ® 3 ® 3 2 X 2 £ 2 £ £ L 3 404 4L 4 44
z = z2 = zZ2 = z = z = z = z = zZ2 ©& ® & ®m & ®W & ® & W & ®W & ® 1
=z = =z = =2 = =z = = = =z = =z = =z

3 month moving average of key sectors shows some uptick this year.
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Some of the items showing high positive growth are:

The industry group ‘Furniture; manufacturing n.e.c.” has shown the highest positive growth of 102.1 percent followed by 11.1
percent in ‘Office, accounting & computing machinery’ and 9.7 percent in ‘Radio, TV and communication equipment & apparatus.
Some other important items that have registered high positive growth include ‘Gems and Jewellery’ (253.7%), ‘Sugar Machinery’
(78.0%), ‘Lubricating oil’ (66.5%), ‘Wood Furniture’ (46.9%), ‘PVC Pipes and Tubes’ (31.4%), ‘Transformers (small)’ (30.2%),
‘Polypropylene (including co-polymer)’ (30.1%) and ‘Sugar’ (25.7%).

Some of the important items showing high negative growth are:

The industry group ‘Electrical machinery & apparatus n.e.c.” has shown the highest negative growth of (-) 46.5 percent, followed by (-)
13.8 percent in ‘Luggage, handbags, saddlery, harness & footwear; Some important items showing high negative growth during the
current month over the same month in previous year include ‘Cable, Rubber Insulated” [(-) 87.1%], ‘Heat Exchangers’ [(-) 68.2%],
‘Polythene Bags including HDPE & LDPE Bags’ [(-) 58.0%], ‘Tractors (complete)’ [(-) 42.3%], ‘Conductor, Aluminium’ [(-) 36.8%], ‘Rice’
[(-) 27.1%] and ‘Three-Wheelers (including passenger & goods carrier)” [(-) 23.7%].
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Batlivala & Karani Securities India Pvt. Ltd.
Equity Research Division: 298 City Ice Bldg., Ground/1st Floor, Perin Nariman Street, Behind RBI, Fort, Mumbai—400 001, India.
Tel.: 91-22-4031 7000, Fax: 91-22-2263 5020/30.
Registered Office: Room No. 3/4, 7 Lyons Range, Kolkata-700 001. Tel.: 91-033-2243 7902.

Disclaimer: This report was prepared, approved, published and distributed by Batlivala & Karani Securities India Private Limited ("B&K")
located outside of the United States (a "non-US Group Company"), which accepts responsibility for its contents. It is distributed in the U.S. by
Enclave Capital, a U.S. registered broker dealer, on behalf of B&K, only to major U.S. institutional investors (as defined in Rule 15a-6 under the
U.S. Securities Exchange Act of 1934 (the "Exchange Act")) pursuant to the exemption in Rule 15a-6. Neither the report nor any analyst who
prepared or approved the report is subject to U.S. legal requirements or the Financial Industry Regulatory Authority, Inc. ("FINRA") or other
regulatory requirements pertaining to research reports or research analysts. No non-US Group Company is registered as a broker-dealer under the
Exchange Act or is a member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-regulatory organization. Outside the United
States, this report is distributed by B&K or an authorized affiliate of B&K.

The report has been compiled or arrived from sources believed to be reliable and in good faith, but no representation or warranty, express or implied
is made as to their accuracy, completeness or correctness. B&K has not verified the factual accuracy, assumptions, calculations or completeness of the
information. Accordingly, B&K accepts no liability whatsoever for any direct or consequential loss or damage arising from (i) the use of this
communication (ii) reliance of any information contained herein, (iii) any error, omission or inaccuracy in any such Information or (iv) any action
resulting there from. B&K provides the information for the purpose of the intended recipient's analysis and review and recipients are advised to verify
the factual accuracy, assumptions, calculations and completeness of the information.

This report was produced by B&K solely for information purposes and for the use of the recipient. It is not to be reproduced under any
circumstances and is not to be copied or made available to any person other than the recipient. All estimates, expressions of opinion and other
subjective judgments contained herein are made as of the date of this document. Emerging securities markets may be subject to risks significantly
higher than more established markets. In particular, the political and economic environment, company practices and market prices and volumes
may be subject to significant variations. The ability to assess such risks may also be limited due to significantly lower information quantity and
quality. By accepting this document, you agree to be bound by all the foregoing provisions. This document does not constitute an offer of, or an
invitation by or on behalf of B&K or its affiliates or any other company to any person, to buy or sell any security.

The views of any Analyst reflected in this report are given in compliance with the Research Analyst Regulations, 2014. All analysts covering the
securities/companies mentioned in this report have complied will the appropriate set of rules, regulations & procedures in their detailed coverage
report(s) of the respective securities/ companies.

Analyst Certification: Each of the analysts identified in this report certifies, with respect to the companies or securities that the individual
analyses, that (1) the views expressed in this report reflect his or her personal views about all of the subject companies and securities and (2) no part of
his or her compensation was, is or will be directly or indirectly dependent on the specific recommendations or views expressed in this report.
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Important US Regulatory Disclosures on Subject Companies
1.  B&K orits Affiliates have not recently been the beneficial owners of 1% or more of the securities mentioned in this report.
2. B&K or its Affiliates have not managed or co-managed a public offering of the securities mentioned in the report in the past 12 months.

3. B&K or its Affiliates have not received compensation for investment banking services from the issuer of these securities in the past 12 months
and do not expect to receive compensation for investment banking services from the issuer of these securities within the next three months.

4. However, one or more person of B&K or its affiliates may, from time to time, have a long or short position in any of the securities mentioned
herein and may buy or sell those securities or options thereon either on their own account or on behalf of their clients.

5. B&K or its Affiliates may, to the extent permitted by law, act upon or use the above material or the conclusions stated above or the research or
analysis on which they are based before the material is published to recipients and from time to time provide investment banking, investment
management or other services for or solicit to seck to obtain investment banking, or other securities business from, any entity referred to in this
report.

6.  As of the publication of this report, Enclave Capital does not make a market in the subject securities.

Enclave Capital is the distributor of this document in the United States of America. Any US customer wishing to effect transactions in any securities
referred to herein or options thereon should do so only by contacting a representative of Enclave Capital and any transaction effected by a U.S.
customer in the securities described in this report must be effected through Enclave Capital (19 West 44th Street, suite 1700, New York, NY 10036).

B&K Research is also available on Bloomberg <BNKI>, Thomson First Call & Investext



