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Tata Steel : Trading Strategy

Sell Tata Steel Buy Tata Steel Compulsory Convertible Preference Shares (CCPS)

Face Value of CCPS Rs. 100

Conversion Date September 1, 2009

Conversion Ratio 1 Equity Share for every 6 CCPS
Coupon Rate 2%

CMP ~Rs 25.2

Rs 2 for (April 1, 2008 to March 31, 2009)

Dividend Entitlements per CCPS Rs 0.83 for (April 1, 2009 to August 31, 2009)

Effective cost in September for getting 1 equity share (25.2%6) - ((2+0.83)*6) = Rs 134
Current CMP of ordinary share Rs 172

Effective saving 22% in 7 months

Important Factor

In this Strategy, Tata Steel Ordinary Equity Shareholder will lose their right of final dividend, which we believe is
going to be significantly lower than previous year dividends. The interaction with Tata Steel management reveals
that their main focus would be maintaining FY2010 debt covenants, which would be possible by preserveness of
cash. Therefore, we believe a 50% reduction in dividend rate to 80% is quite likely and one possibility suggest the
full skip of current year dividend.
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Year 200203 200303 200403 200503 200603 200703 200803
Dividend Rate (%) (FV Rs 10) 40 80 100 130 130 155 160

For private circulation only. Please read the Important Disclosure at the end of the report.

KSL Intelligent Research Reports can be accessed on: www.bloomberg.net (KHDS<GO>), www.thomsonreuters.com, www.capitaliq.com,
www.kslindia.com, www.moneycontrol.com, www.securities.com, www.valuenotes.com

This report is a part of intellectual property of Khandwala Securities Limited; any query on this report may be directed to Head of Research at
research @kslindia.com
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The Research team of Khandwala Securities Limited (KSL) on behalf of itself has prepared the information given and opinions expressed in this report. The
information contained has been obtained from sources believed to be reliable and in good faith, but which may not be verified independently. While utmost
care has been taken in preparing the above report, KSL or its group companies make no guarantee, representation or warranty, whether express or implied
and accepts no responsibility or liability as to its accuracy or completeness of the data being provided. All investment information and opinion are subject to
change without notice. Also, not all customers may receive the material at the same time.

This document is for private circulation and information purposes only. It does not and should not be construed as an offer to buy or sell securities
mentioned herein. KSL shall not be liable for any direct or indirect losses arising from the use thereof and the investors are expected to use the information
contained herein at their own risk. KSL and its affiliates and / or their officers, directors and employees may own or have positions in any investment
mentioned herein or any investment related thereto and from time to time add to or dispose of any such investment. KSL and its affiliates may act as market
maker or have assumed an underwriting position in the securities of companies discussed herein (or investments related thereto) and may sell them to or
buy them from customers on a principal basis and may also perform or seek to perform investment banking or underwriting services for or relating to those
companies.
The investments discussed or recommended in this report may not be suitable for all investors. Investors must make their own investment decisions based
on their specific investment objectives and financial position and using such independent advisors, as they believe necessary. Income from investments may
fluctuate. The price or value of the investments, to which this report relates, either directly or indirectly, may fall or rise against the interest of investors. The
value of or income from any investment may be adversely affected by changes in the rates of currency exchange.
The recipient means this document strictly for use only. None of the material provided herein may be reproduced, published, resold or distributed in any
manner whatsoever without the prior explicit written permission of KSL.
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