QU
-
©
o)
Q.
-
o
O
F
I
—
N
4

KHANDWALA
SECURITIES
LIMITED

Eco Update

February 27, 2010

GDP Review (Oct - Dec 2009)

Current Scenario:

v

The 3QFY10 GDP growth disappointed with
6.0%, compared to 7.9% in 2QFY10 and 6.2% in
3QFY09

Nominal GDP recorded 11.9% YoY growth in
3QFY10 compared to 15.5%, nominal growth
has gained pace due to higher inflation

Apr-Dec’10 GDP grew at 6.7% compared to
7.1% in the same period last year

Manufacturing as expected grew at a spectacular
rate of 14.3% as compared to 9.2% in 2QFY10
and mere growth of 1.3% in 3QFY09

Economic growth in 3QFY10 slowed down due
to contraction in farm output of 2.8% as well as
downward drag on community and social
services sector of 2.2%

PFCE is 59.8% of GDP in 3QFY10 and is
continuously improving as compared to 57.0%
in 2QFY10 and 56.8% in 1QFY10
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v An exit from expansionary monetary and fiscal

policies is indicating that economy is back on
growth trajectory and GDP is likely to gain pre
crisis momentum from the next quarter onwards

Inflation is likely to increase at the faster pace
from hereon due to higher fuel prices and
higher disposable income as indicated in the
budget FY11l. We expect inflation to touch
~10.0% by next month and remain in double
digits for few months

Increasing the disposable income and higher
allocation to the rural and social sector
spending, is likely to enhance the Private
consumption. However higher inflation and
crowding out effect on private credit might push
the interest rates and stall growth

Growth in Intermediate sector and capital goods
sector is indicating that manufacturing sector is
likely to improve in the 4HFY10
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Agriculture, Forestry & Fishing

Farm sector as expected declined by 2.8% as
compared to a (1.4)% growth in 3QFY09. We expect
farm sector to improve next quarter as rabi crop
outlook is likely to surge and is expected to more or
less offset summer crop deficit.
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Manufacturing

Manufacturing sector accelerated with a growth of
14.3% as compared to a mere growth of 1.3% YoY.
Lower base effect plus a pick up in capital goods
sector and intermediary sector indicate that next
quarter is again expected to be favourable for this

Mining & Quarrying

Mining sector continued to outperform with a growth
of 9.6% YoY against 2.8%in 3QFY09. Sector is
expected to continue to show a spectacular
performance in next quarter with superior growth in
coal and iron ore in Jan"10.
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Construction

Construction sector growth surged to 8.7% YoY as
compared to 3.0% in 3QFY09. In budget for FY11
46.0% of plan outlay is provided to Infrastructure
development which is likely to further accelerate the
growth in this sector for the next year.
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Trade, Hotels, Transport & Communication

Sector registered a speedier growth of 10.0% YoY as
compared to 4.1% in 3QFY10. Improving global
outlook and better provisions for this sector in the
budget FY11 is likely to boost the growth in this
sector.
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Community, Social & Personal Services

Community sector as expected slowed down to (2.2)%
YoY as compared to 28.7% growth in the last year.
Govt has increased the spending for the social sector
in the B.E of FY11 to 37% of the plan outlay but higher
base is likely to show subdued growth.

Financing, Insurance, Real Estate & Business Services

Segment registered a subdued growth of 7.8% YoY as
compared to 10.2%. Credit offtake and more banking
licenses granted this year is likely to improve this
sectors performance going forward.
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Electricity

Electricity grew at sluggish rate of 4.9% compared to
7.4% in the 2QFY10, while at almost the same growth
level compared to 4.0% in 3QFY10. Growth rate for
the first nine months registered at 6.2% as compared
to 3.9% in the last year.
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Govt Final Consumption Expenditure and % of GDP Private Final Consumption Expenditure and % of GDP

Government Final Consumption Expenditure (GFCE)
declined to 10.25% at constant prices as compared to
26.91% YoY growth in 2QFY10. Govt expenditure has
significantly declined in this quarter and and as
indicated in the budget it will further reduce.
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Gross Fixed Capital Formation and % of GDP

Gross Fixed Capital Formation (GFCF), a measure of
investment grew at 8.9% YoY as compared to 7.3% in
2QFY10 and is 32.7% of the GDP at the constant
prices.
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Private Final Consumption Expenditure (PFCE)
clocked in growth of 3.4% YoY at constant prices as
compared to 5.5% in 2QFY10. As proposed in the
budget the disposable income is expected to rise in
FY11 thereby likely to boost the PFCE.
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Nominal GDP Growth

Nominal GDP slowed down to 11.9% YoY compared
to 15.5% YoY due to higher base effect. Nominal GDP
has picked up pace due to higher inflation; it is likely
to continue to be in double digits due to higher

inflationary outlook.
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Short-term trading based on technical indicators is a risky and skill oriented practice, which may result into huge losses or profits. It is
not advisable to trade a stock if it reaches the target price first and then comes within recommended range. Target prices are just
indicative based on the various technical parameters. Actual stock prices may come nearer or breach those levels. Always follow stop
losses to avoid larger losses.

Important Disclosure: 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.

This document is strictly meant for use by the recipient only. None of the material in this report shall be reproduced, resold or re-
distributed in any manner whatsoever without the prior explicit written permission from KSL.

KSL - Eco Update 5
February 27, 2010



