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Economy News
 The Supreme Court recently termed all captive coal blocks allocated by

the government from 1993 to 2010 illegal. A verdict on their future is
likely this week. (BS)

 Railways would come out with the Model Concession Agreement (MCA) in
a month, paving greater role for foreign direct investment and private
sector participation in rail modernisation and improving infrastructure
connectivity. (BS)

 India's airlines will likely have to pay 20-25% more in premiums for
renewing the combined $30 billion of insurance cover on their fleet-the
consequence partly of two disasters that struck Malaysian Airlines. (Mint)

Corporate News
 The Securities and Exchange Board of India (Sebi) has sought additional

information from Reliance Industries (RIL) on the takeover of
Network18 and TV18 Broadcast. (Mint)

 Clarity on whether Reliance Power will go ahead with the proposal to
acquire Jaiprakash Power Ventures' hydro power portfolio will emerge
by September 25.(BL)

 Vijaya Bank may postpone plans to raise funds for its tier 1 and tier 2
capital requirements as the market condition is not really conducive at
present. (BL)

 Empee Sugars & Chemicals Ltd has initiated a new restructuring
process to bring all its power generation facilities under a single entity
within the group. (BL)

 Hindustan Copper Ltd is set to form a joint venture with a domestic
player for entering into value-added products. (BL)

 Health Canada has requested Ipca Laboratories to voluntarily stop
shipping active pharmaceutical ingredients (APIs) to Canada following
adverse observations by the US Food and Drug Administration, during its
inspection conducted in July. (ET)

 Kohlberg Kravis Roberts and Co. (KKR) is set to launch a share sale that
could raise about $230 million as it exits Bharti Infratel six years after
investing, taking advantage of a sharp rebound in the valuations of the
telecom tower company.(ET)

 Board of Directors of CESC Ltd would meet today for considering a
proposal for raising equity aggregating up to US $150 million on private
placement basis and on such terms and conditions as may be decided in
due course. (ET)

 Financially stressed Bharati Shipyard Ltd has sold its wind power
business for Rs.550 mn to overcome the financial crisis and revive
operations. (Mint)

 Five associates of State Bank of India (SBI) would raise about Rs.330 bn
capital to meet global risk norms-Basel III-in the next five years. (Mint)

 Oil and Natural Gas Corp. Ltd's (ONGC) long-delayed mega
petrochemical plant at Dahej in Gujarat will be commissioned by June
next year but at 27% higher cost of Rs.271 bn. (Mint)

 Punjab National Bank (PNB) plans to  go for stock -split and also raise
capital to shore up its capital adequacy ratio. (BS)

 Maruti Suzuki is working on a low-cost hybrid technology to make its
cheap-to-own cars even more frugal. (ET)

Equity
% Chg

19 Sep 14 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  27,090  (0.1)  2.5  7.9
NIFTY Index  8,121  0.1  2.6  8.1
BANKEX Index  18,479  (0.1)  2.1  7.5
BSET Index  10,572  1.4  6.3  15.6
BSETCG INDEX  15,080  (1.9)  1.4  (3.4)
BSEOIL INDEX  11,014  (1.2)  (0.6)  (0.9)
CNXMcap Index  11,732  (0.6)  4.7  10.9
BSESMCAP INDEX  11,191  0.6  8.7  14.6

World Indices
Dow Jones  17,280  0.1  1.6  2.0
Nasdaq  4,580  (0.3)  0.9  4.8
FTSE  6,838  0.3  0.9  0.2
NIKKEI  16,321  1.6  4.2  5.5
HANGSENG  24,306  0.6  (4.5)  3.5

Value traded (Rs cr)
19 Sep 14 % Chg - Day

Cash BSE  5,095  47.6
Cash NSE  22,944  29.0
Derivatives  267,822  (26.1)

Net inflows (Rs cr)
18 Sep 14 % Chg MTD YTD

FII  155  (13)  7,498  22,230
Mutual Fund  457  37  310  5,286

FII open interest (Rs cr)
18 Sep 14 % Chg

FII Index Futures  10,606  (1.2)
FII Index Options  69,284  3.9
FII Stock Futures  48,671  (0.9)
FII Stock Options  3,188  4

Advances / Declines (BSE)
19 Sep 14 A B T Total % total

Advances 77 1047 305  1,429 46
Declines  118  1,228  233  1,579 51
Unchanged  3  73 26  102 3

Commodity % Chg

19 Sep 14 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  92.1  (0.3)  (1.6)  (14.1)
Gold   (US$/OZ)  1,217.0  (0.8)  (5.1)  (7.7)
Silver  (US$/OZ)  18.0  (3.0)  (9.8)  (16.3)

Debt / forex market
19 Sep 14 1 Day 1 Mth 3 Mths

10 yr G-Sec yield %  8.5  8.5  8.5  8.7
Re/US$  60.8  60.8  60.7  60.1

Sensex

Source: ET = Economic Times, BS = Business Standard, FE = Financial Express,
BL = Business Line,  ToI: Times of India, BSE = Bombay Stock Exchange
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ULTRATECH CEMENTS LTD

PRICE: RS.2641 RECOMMENDATION: REDUCE
TARGET PRICE: RS.2630 FY16E P/E: 22.1X

We recently met with the company to get an insight about industry scenario
as well as capacity expansion. Following are the key highlights about the
company -

Demand scenario witnessing improvement
Cement demand growth has started witnessing improvement during FY15 led by
delayed onset of monsoons, revival in construction activity, pent up demand from
housing sector as well as low base of last year.Cement production has registered a
growth of 11.1% during April-July,14 period as per the latest core industries data
over the same period last year. Production increased by 16.5% in July,14 over
July,13.We expect demand to grow at a CAGR of 9.2% between FY14-16 mainly
led by thrust of government on big ticket infrastructure projects, revival in road sec-
tor, setting up of smart cities as well as focus on low cost housing.

Ultratech cements has witnessed a 16.1% YoY improvement in cement dispatches
during Q1FY15 and company mentioned that it continued to witness strong dispatch
growth during July and Aug,14 also due to delayed onset of monsoons.  Cement
prices also remained firm during July-Aug,14 and witnessed some correction during
Sep,14 due to monsoons. Thus we believe that company is likely to benefit from
strong dispatch and prices during Q2FY15 also.

Ongoing capex to lead to volume growth for the company
UltraTech has earmarked a capex of Rs100 bn to be incurred in setting up the grind-
ing units, brownfield expansion in Rajasthan, cement terminals and other normal
capex. These are likely to be commissioned in a phased manner by 2015. It had al-
ready commissioned 3.3MT clinkerisation plant each in Karnataka and Chattisgarh
during this year along 1.6 MT cement grinding unit at Jharsuguda, Odisha during
FY14 and balance grinding units of 4.5MT at Patliputra, Jharsuguda and Malkhed to
support these clinker units are likely to commission in phased manner during FY15/
Q1FY16.

The acquisition of the 4.8 mtpa Gujarat Cement Unit ofJaypee Cement Corporation
at a cost of US $ 636 million(Rs 38 bn)also strengthened its presence in the growing
Western market. Company's capacity at the end of FY14 stood at 61.8MT and post
completion of its ongoing capex, it is likely to expand to 70MT.

Capacity expansion

MT India Overseas Total

Present capacity 58.8 3 61.8

Under implementation

Grinding units 4.5 4.5

Bahrain grinding unit 0.6 0.6

Brownfield expansion at Shambupura 2.9 2.9

Total 7.4 0 7.4

Total capacity post expansion 66.2 3.6 69.8

Source: Company

Thus we believe that volume growth in FY15 is likely to be led by demand improve-
ment as well as higher dispatch from JCCL plants while in FY16, volume growth is
likely to be led by commissioning of 4.5MT grinding units which would support
3.3MT clinker units each in east and south, higher volumes from JCCL cement asset
in Gujarat coupled with 2.9MT integrated plant at Shambupura, Rajasthan.

Summary table

(Rs mn) FY14 FY15E FY16E

Sales  200,779  240,124  286,214
Growth (%) 0.30 20 19
EBITDA  36,160  48,748  64,598
EBITDA margin (%) 18.0 20.3 22.6
PBT  27,755  37,979  48,855
Net profit  21,445  25,446  32,733
EPS (Rs) 78.2 92.8 119.4
Growth (%) -19 19 29
CEPS(Rs) 116.6 141.9 175.5
BV (Rs/share) 623.5 705.7 814.5
Dividend / share (Rs) 9.0 9.0 9.0
ROE (%) 13.3 14.0 15.7
ROCE (%) 14.5 17.9 20.2
Net cash (debt)  7,964  4,913  18,782
NW Capital (Days) 64.2 30.0 30.0
EV/Sales (x) 3.6 3.0 2.5
EV/EBITDA (x) 19.8 14.8 10.9
P/E (x) 33.8 28.5 22.1
P/BV (x) 4.2 3.7 3.2

Source: Company, Kotak Securities - Private
Client Research

MANAGEMENT MEET UPDATE

Teena Virmani
teena.virmani@kotak.com
+91 22 6621 6302

Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been pre-
pared by the Private Client Group. The views and opinions expressed in this document may or may not match or may be contrary with the views,
estimates, rating, target price of the Institutional Equities Research Group of Kotak Securities Limited.
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Financial outlook
 Post revising our cement pricing estimates for the company, we expect revenues

to grow at a CAGR of 19% between FY14-FY16. Cement volumes are expected
to be 44.3MT and 51.3MT for FY15 and FY16 respectively.

 Operating margins of the company have been impacted by higher power and
fuel cost coupled with higher freight costs in past few quarter. We expect overall
costs to remain high near Q1FY15 levels going forward also for the company and
any improvement in cement prices is likely to translate into EBITDA margin im-
provement. We thus expect operating margins to be 20.3% and 22.6% for the
company for FY15 and FY16 respectively.

 We expect net profits to grow at a CAGR of 24% between FY14-16 as we be-
lieve that growth going forward is likely to be led by volume as well as pricing
improvement.

Valuation and recommendation
At current price of Rs2641, stock is trading at 28.5x and 22.1x P/E and 14.8x and
10.9x EV/EBITDA on FY15 and FY16 estimates respectively.

We tweak our estimates to factor in improved cement realizations and also incorpo-
rate higher valuation multiples for the company to factor in demand improvement as
well as strong cement pricing witnessed in key markets of the company. Wearrive at
a revised price target of Rs2630 on FY16 estimates (Rs2292 earlier) based on 11x
EV/EBITDA and $160 EV/Tonne on FY16 estimates.

Owing to fair valuation of the stock, we continue to maintain REDUCE rating on the
stock and would look for better entry points to enter into the stock. Any kind of
weakness in cement prices and correspondingly stock price during monsoons should
be used to enter the stock.

We recommend REDUCE on
Ultratech Cements with a price

target of Rs.2630
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Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been pre-
pared by the Private Client Group. The views and opinions expressed in this document may or may not match or may be contrary with the views,
estimates, rating, target price of the Institutional Equities Research Group of Kotak Securities Limited.

GRASIM INDUSTRIES

PRICE: RS.3686 RECOMMENDATION: BUY
TARGET PRICE: RS.4163 FY16E P/E: 10.6X

We recently met with the company to get an insight about industry scenario
as well as capacity expansion. Following are the key highlights about the
company -

Business environment for VSF remained weak during past few
quarters but is improving slightly
VSF business environment had remained challenging during last one year due to
lower than expected demand from EU and US coupled with pressure on prices.
Overcapacity in VSF segment especially in China had resulted in putting pressure on
VSF prices. China also decided to change its policy of procuring cotton at high prices
and building cotton stock to providing direct subsidy to farmers. This has also re-
sulted in putting pressure on the cotton prices as China is expected to gradually
offload its cotton reserve and in turn has impacted VSF prices. Increase in the wood
and pulp prices had also resulted in substantial increase in input cost for the industry.

However, company has mentioned that demand for VSF has now started improving.
VSF prices from past two-three months have remained fairly stable at around Rs 119-
120 per kg which indicates that its price correlation with cotton prices has also come
down and is now more dependent on demand improvement.

Chemical division performance remained fairly strong during last year led by de-
mand from VSF as well as rising consumption seen in aluminium, paper, soaps and
detergent industry. Additional volumes from its Vilayat plant and an uninterrupted
production at its Nagda plant led to healthy volumes for the chemical division for the
company.

Capex on schedule; likely to ramp up volumes for the company
going forward
Company's expansion plan to increase VSF capacity from 334K TPA to 498K TPA is
going as per schedule. The 36,500 TPA Brownfield expansion at Harihar in
Karnataka was already completed during last year. Trial runs for two lines of 77K at
the Greenfield project (120K TPA) at Vilayat in Gujarat have already commenced
while trial run for remaining two lines for speciality fibres are expected to commence
in coming quarters.

We believe that volumes for VSF division are likely to remain strong going forward
led by 36,500 TPA brownfield expansion and 77K greenfield expansion during FY15
while FY16 is expected to witness 14% YoY jump in volumes led by full impact of
120K greenfield and 36.5K brownfield expansion. Company's focus in FY16 would
be to create a market for speciality fibres first and then they would look at price
hikes for this segment.

Capacity utilization for the caustic plant is also likely to witness an improvement
going forward as it expanded its capacity by 182500 TPA at Vilayat and a 51500
TPA epoxy plant was also commissioned during Q4FY14.

Financial outlook
 We expect consolidated revenues to grow at a CAGR of 15% between FY14-16

led by volume expansion in VSF and cement division coupled with improvement
in cement realizations. VSF volumes are expected to be 390 TPA and 445 TPA
during FY15 and FY16 respectively. Cement volumes are expected to be 44.3MT
and 51.3MT for FY15 and FY16 respectively.

Summary table

(Rs mn) FY14 FY15E FY16E

Sales  290,042  327,306  383,224
Growth (%) 5 13 17
EBITDA  45,946  58,644  77,374
EBITDA margin (%) 15.8 17.9 20.2
PBT  35,862  46,670  61,319
Net profit  20,715  24,400  32,055
EPS (Rs)  225.6   265.7  349.0
Growth (%)  (23.4)  17.8  31.4
CEPS (Rs)  384.3   452.8  556.6
BV (Rs/share)  2,353.5  2,592.8  2,915.4
Dividend / Share (Rs)  21.0  21.0  21.0
ROE (%)  10.0  10.7  12.7
ROCE (%)  13.3  15.9  19.2
Net cash (debt)  (16,737) (15,392)  9,524
NW capital (days)   70  71  71
EV/Sales (x)   1.2  1.1   0.9
EV/EBITDA (x)   7.7  6.0   4.3
P/E (x)  16.3   13.9  10.6
P/BV (x)   1.6  1.4   1.3

Source: Company, Kotak Securities - Private
Client Research

MANAGEMENT MEET UPDATE

Teena Virmani
teena.virmani@kotak.com
+91 22 6621 6302
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 Operating margins are likely to be 17.9% and 20.2% during FY15 and FY16. We
expect VSF division margins to continue to remain impacted by higher pulp costs
and lower realizations during FY15 while VSF realizations are expected to wit-
ness an improvement in FY16. Cement division margins are likely to drive im-
provement in overall margins for the company mainly led by cement price hikes
as operational costs continue to remain high for cement segment also.

 Net profits are expected to grow at a CAGR of 24% between FY14-16 led by
volume and pricing improvement. (as against earlier estimate of 18.6% CAGR
between FY14-16)

Valuation and recommendation
 At current price of Rs3686, stock is trading at 13.9x and 10.6x P/E and 6.0x and

4.3x EV/EBITDA on FY15 and FY16 estimates.

 Cement demand has continued to remain robust during H1FY15 which in turn
has translated into strong cement realizations. Continued focus of government
on easing bottlenecks for infrastructure sector as well as focus on budget housing
and smart cities is likely to translate into double digit cement demand growth
going forward also.

 We thus revise our estimates to factor in improved revenues for cement division
as well as higher volumes for VSF division during FY16. Our price target also got
changed due to change in market value of holding investments of Grasim. We
arrive at a revised price target of Rs4163 (Rs3467 earlier) based on sum of the
parts valuation. Owing to adequate upside from the current levels, we upgrade

Grasim industries to BUY from ACCUMULATE earlier.

Sum of the parts valuation based on FY16 estimates

Division EBITDA (Rs mn) EV/EBITDA (x) EV (Rs mn) Rationale

Valuation of VSF division 10,189 4.5 45,852 Based on relative valuations

Valuation of chemical division 2,866 4.5 12,899 Based on relative valuations

Net debt(standalone) 9,258

Total 49,492

Valuation of 60.3% holding in merged entity 305,446 At a holding company discount of 30%

Investments 27,367 At a holding company discount of 30%

Total valuation 382,305

Value per share (Rs) 4,163

Source: Kotak Securities - Private Client Research

We recommend BUY on Grasim
Industries with a price target of

Rs.4163
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Bulk deals

Gainers & Losers Nifty Gainers & Losers
Price (Rs) chg (%) Index points Volume (mn)

Gainers

TCS  2,714 2.7  NA 1.8

Zee Entertainment  313 2.3  NA 3.5

HCL Tech  1,674 2.2  NA 2.2

Losers

Jindal Steel  211  (4.7)  NA  4.7

L&T  1,532  (2.7)  NA  1.9

ONGC  404  (2.4)  NA  8.4

Source: Bloomberg

Trade details of bulk deals

Date Scrip name Name of client Buy/ Quantity Avg.
Sell of shares price

(Rs)

19-Sep Aciasia OPG Securities P Ltd B  8,000,000  0.2

19-Sep Ankushfi Krunal Saidas Vanjare S  35,897  5.1

19-Sep Ankushfi Jagrut Saidas Vanjare S  34,500  5.1

19-Sep Ankushfi Bharat Manubhai Shah S  102,872  5.2

19-Sep Ankushfi Mohan Lakshmi B  100,000  4.9

19-Sep Ankushfi Dnyaneshwar Ramchandra Thete B  50,000  4.9

19-Sep Availfc Vardhman Arvind Sancheti B  51,900  4.7

19-Sep Availfc Kriyasu Finvest Pvt Ltd S  84,288  4.7

19-Sep Bglobal Mohammad Hasan Khan S  111,450  4.6

19-Sep Bostontek Dureddy Srinivas Reddy S  39,000  35.8

19-Sep Bostontek Nasir Ebrahim B  38,500  35.8

19-Sep Chandrap-$ Ratan Lal S  22,401  32.3

19-Sep Chandrap-$ Reena Khetan B  30,000  32.3

19-Sep Concor The Vanguard Group S  1,164,544  1,336.8

19-Sep Eduexel Discovery Infoways Ltd S  51,000  9.8

19-Sep Gtlinfra Morgan Stanley Asia (Singapore) Pte S  14,217,561  3.2

19-Sep Gujcotex Mehta Jalpa K B  51,800  3.3

19-Sep Gujcotex Tina Kunal Gandhi S  38,500  3.3

19-Sep Indovation K Venkateswarlu S  20,855  67.5

19-Sep Lypsagems Antara India Evergreen Fund Ltd B  80,000  131.0

19-Sep Makersl-$ Prakash Shah HUF S  37,761  43.8

19-Sep Makersl-$ Prakash Shah B  37,500  43.8

19-Sep Oribever Kabra Laxmikant Ramprasad HUF B  20,000  83.2

19-Sep Prismmedi Numisma Financial Advisors Pvt Ltd B  25,737  20.0

19-Sep Prismmedi Asha Sudhir Nevatia S  19,000  20.0

19-Sep Prismmedi Shrey Joshi S  20,000  20.0

19-Sep Prismmedi Manoj Kumar Gupta S  20,000  20.0

19-Sep Prismmedi Mayur Gupta S  20,000  20.0

19-Sep Prismmedi Preeti Gupta S  13,000  20.0

19-Sep Prismmedi Gajanan Enterprises B  10,000  20.0

19-Sep Prismmedi Madhukar Chimanlal Sheth B  50,000  20.0

19-Sep Ribatex Anushikha Investments Pvt. Ltd. B  50,000  22.0

19-Sep Suyog Dilip Chandratandas Bagri B  78,000  30.9

19-Sep Suyog Ambitious Associates Pvt Ltd S  78,000  30.9

19-Sep Vinrklb Aravindbhai Manjibhai Mangukiya S  40,000  15.0

19-Sep Vinrklb Mukesh D Mahetalia B  40,000  15.0

Source: BSE
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Disclaimer
This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other
person. Persons into whose possession this document may come are required to observe these restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed
as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.  It is for the
general information of clients of Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment ob-
jectives, financial situations, or needs of individual clients.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness
cannot be guaranteed. Neither Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The
recipients of this material should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in
this material may go up or down. Past performance is not a guide for future performance. Certain transactions -including those involving futures, options and
other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors.  Reports based on technical
analysis centers on studying charts of a stock’s price movement and trading volume, as opposed to focusing on a company’s fundamentals and as such, may
not match with a report on a company’s fundamentals.

Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information
discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned
that any forward-looking statements are not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may
make investment decisions that are inconsistent with the recommendations expressed herein.

Kotak Securities Limited has two independent  equity  research groups: Institutional Equities and Private Client Group. This report has been
prepared by the Private Client Group . The views and opinions expressed in this document  may or may not match or may be contrary with the
views, estimates, rating, target price  of  the Institutional Equities Research Group of Kotak Securities Limited.

We and our affiliates, officers, directors, and employees world wide 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 a market maker in the financial instruments of the company (ies) discussed herein 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.

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.

No part of this material may be duplicated in any form and/or redistributed without Kotak Securities’ prior written consent.

Our research should not be considered as an advertisement or advice, professional or otherwise. The investor is requested to take into consideration all the
risk factors including their financial condition, suitability to risk return profile and the like and take professional advice before investing.

Kotak Securities Limited. Registered Office: 27 BKC, C 27, G Block, Bandra Kurla Complex, Bandra (E), Mumbai 400051. CIN: U99999MH1994PLC134051, Tele-
phone No.: +22 43360000, Fax No.: +22 67132430. Website: www.kotak.com. Correspondence Address: Infinity IT Park, Bldg. No 21, Opp. Film City Road, A K
Vaidya Marg, Malad (East), Mumbai 400097. Telephone No: 66056825. SEBI Registration No: NSE INB/INF/INE 230808130, BSE INB 010808153/INF 011133230, OTC
INB 200808136, MCXSX INE 260808130/INB 260808135/INF 260808135, AMFI ARN 0164 and PMS INP000000258. NSDL: IN-DP-NSDL-23-97. CDSL: IN-DP-CDSL-158-
2001. Investments in securities are subject to market risk; please read the SEBI prescribed Combined Risk Disclosure Document prior to investing. Derivatives
are a sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually trading in derivative contracts.
Compliance Officer Details: Mr. Sandeep Chordia. Call: 022 - 6605 6825, or Email: ks.compliance@kotak.com. In case you require any clarification or have any
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ks.demat@kotak.com. Alternatively, you may feel free to contact our customer service desk at our toll free numbers 18002099191 or 1800222299. You may
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