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Q2FY19 Play on Earnings

We highlight names of 5 Companies, we have high conviction going into Q2FY19
earnings season. For each of these companies, we expect strong earnings growth and
stock to outperform markets in medium term.

Top 5

Godrej Consumer Products Ltd.
Nestle (India) Ltd.

JSW Steel Ltd.

NIIT Tech Ltd.

Hindalco Ltd.
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Sector-wise Q2FY19 growth expectations

h

In 2QFY19, we expect sales
growth of  22.7%YoY,
EBITDA growth of
10.9%YoY and PAT growth
of ~5%YoY for the
companies under  our
coverage as margins are
estimated to compress by
more than 200bps.

As is the case always, the
earnings growth looks a
more respectable 17.2%
YoY if we exclude telecom,
aviation, Tata Motors and
PSU banks
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Q2FY19 Expectation
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= Higher commodity prices, competitive pressures and
high base effect are some of the reasons for these
relatively weaker numbers for the wider set.

= Global uncertainties like trade wars and other macro
factors (rising crude, depreciating INR and fiscal deficit
in an election year) will continue to be key observables.

= We expect metals, chemicals and industrials to record
the highest earnings growth. Telecom, aviation, autos,
SOE banks and cement are likely to have the highest
negative growth.

= Metals, Industrials, Textiles could witness the highest
expansion in operating margin while that of aviation,
telecom and cement decline.

= We except earnings downgrades to top the marginal
downgrade made at end of 1QFY19 and believe that
the estimated EPS CAGR of over 20% for the Nifty-50
remains at risk.

1QFY19: Nifty sector-wise EPS growth
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Q2FY19 Overview
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Sector Revenue growth EBITDA growth  PAT growth] EBITDAM Expansion PATM Expansion

Expected Expected Expected Expected Expected Cos
Auto Total Auto + 9.3 9.9) (26.7) (255.9) (224.4) 14
Aviation Total Aviation 185 (190.2) (198.7) (2,215.8) (1,694.3) 2
BM Total Building hat. 9.0 (11.5) (23.7) (280.0) (242.1) 6
Business services Total |Business services 222 50.7 400 404 288 1
Cerrent Total Cement 16.3 (4.5) (17.1) (346.7) 1219.8) 8
Cherricals Total Chemicals 12.8 133 52.3 86 2782 4
Consumer Total Consurmes 126 14.9 145 449 246 19
Industrials Total Industrials 19.6 56.8 393 2705 120.7 13
Infra Total Infra 136 233 241 90.7 49.7 3
IT Total m 17.0 19.3 138 457 (50.3) 14
Media Total Media 15.5 19.7 280 149.7 2223 3
Metals Total Metals 240 36.4 76.7 179.9 239.6 7
Midcaps Total Midcaps 155 17.2 6.0 225 (84.8) 2
Real Estate Total Realty 19.5 14.7 3 (106.6) (75.7) 5
QilgGas Total Qil&Gas 44.3 28.0 17.4 (151.5) (148.1) 1
Phara Total Phama 6.9 29 5.7 (78.1) 12.3) 12
Telecom Total Telecom (3.5) (21.5) (2,213.2) (631.9) (872.5) 3
Textile Total Textile 93 206 221 156.4 63.1 2
Utilities Total Utilities 18.8 206 26.0 453 75.9 4
Financials Financials* 71 26 (14.2) (241.0) (356.5) 24
Pvt. Bank Total -Pvt. Bank™ 12.0 11.6 57 (21.9) (139.1) 9
SOE Bank Total -PSU Bank* (1.9) (14.3) (152.7) (655.0) 936.7) 4
NBFC Taotal -NBFC* 243 235 239 (47.8) (12.8) 11
Grand Total Total 22.7 10.9 4.9 (205) {143) 163
Ex-Metals Ex-Metals 226 8.9 1.0 (243) (181) 156
Ex-0il Ex-0il 13.0 6.8 0.7 (136) (117} 152
Ex-Fin Ex-Fin 245 13.9 9.1 (148) (110} 139
Ex-Metals Ex-Oil Ex-Metals Ex-Oil 1.3 38 4.9 (176) (167) 145
Ex-Fin Ex-OQil Ex-Fin Ex-0Oil 14.0 8.9 55 (87) (71) 128

Source: JM Financial, Note: Auto+ includes auto and auto ancs
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Growth Growth Growth Growth Growth Growth

2QFY19 2QFY18 1QFY19 2QFY19 2QFY18 1QFY19 2QFY19 2QFY18 1QFY19

Stocks

YoY (%) QoQ (%) QoQ (%) QoQ (%)

GODREJ CONSUMER| 27397 24969 9.72 24485 11.89 | 5817 5427 7.19 4491 29.53 4067 3620 12.37 4050 0.41

YoY (%) YoY (%)

NESTLE INDIA* 28224 25007 12.87 26786 5.37 6911 5891 17.31 6577 5.08 4119 3432 20.03 3950 4.28
JSW STEEL LTD. 202441 166380 21.67 199500 1.47 | 46597 30360 53.48 51050 -8.72 20303 8390 141.99 23660 -14.19
NIT TECH LTD. 8830 7372  19.78 8249 7.04 1472 1303 13.00 1315 11.97 939 672 39.79 858 9.49

HINDALCO INDS.* 110744 103082 7.43 105932 4.54 | 12896 13899 -7.21 13253 -2.69 5327 3929 35.60 4135 28.82

Source: Bloomberg
* Standalone (Rs. min)
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Disclosure:
Research Analyst(s) Certification

The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that:
All of the views expressed in this research report accurately reflect his or her or their personal views about all the issuers and their securities; and
No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

This research report has been prepared by JM Financial Services Limited (“*JMFS”) to provide information about the company(ies) and sector(s), if any, covered in the report and may be
distributed by it and/or its associates solely for the purpose of information of the select recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or
reproduced or redistributed without the prior written consent of JMFS. This report has been prepared independent of the companies covered herein.

JMFS is registered with the Securities and Exchange Board of India (SEBI) as a a Stock Broker having trading memberships of BSE Ltd., National Stock Exchange of India Ltd. and
Metropolitan Stock Exchange of India Ltd. (Formally known as MCX Stock Exchange Ltd). It is also registered with SEBI as a Portfolio Manager and as a Depository Participant. No
material disciplinary action has been taken by SEBI against JMFS in the past two financial years which may impact the investment decision making of the investor.

JMFS is the dedicated financial services arm of the catering to the investment needs of Corporates, High Net-worth and Retail Investors. It has a comprehensive team
of Relationship Managers, Product Specialists, and Research Analysts for providing comprehensive brokerage, wealth management and investment advisory services to institutions,
banks, corporates and high net-worth individuals. It offers a wide range of investment options such as Equity, Derivatives, Portfolio Management Services, Mutual Funds Distribution and
IPOs to its clients. JMFS and/or its associates might have provided or may provide services in respect of managing offerings of securities, corporate finance, investment banking, mergers
& acquisitions, broking, financing or any other advisory services to the company(ies) covered herein. JMFS and/or its associates might have received during the past twelve months or may
receive compensation from the company(ies) mentioned in this report for rendering any of the above services.

JMFS and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the 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)
covered under this report or (c) act as an advisor or lender/borrower to, or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that
JMFS is engaged in, it may have potential conflict of interest at the time of publication of this report on the subject company(ies).

Neither JMFS nor its associates or the Research Analyst(s) named in this report or his/her relatives individually owns one per cent or more securities of the company(ies) covered under
this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014.

Research Analysts or their relatives; (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the company(ies)

covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time of publication of this report. Research
Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report.
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In rendering the information in this report, IMFS assumed and has relied upon, without independent verification, the accuracy and completeness of all information that was publicly
available to it. The information has been obtained from the sources it believes to be reliable as to the accuracy or completeness. JMFS has not conducted the company (ies) visit for
preparing this report. While reasonable care has been taken in the preparation of this report and the information is given in good faith, it does not purport to be a complete description of
the securities, markets or developments referred to herein, and JMFS does not represent or warrant its accuracy or completeness. JMFS may not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. This report is only intended for the selected recipients. This report is provided
for information purpose only and is not an investment advice and must not alone be taken as the basis for an investment decision. The investment discussed or views expressed or
recommendations/opinions given herein may not be suitable for all investors. Past performance is not necessarily indicative of future returns.

Trading recommendations based on quantitative analysis are based on index/stock’s momentum, price movement, trading volume and other volatility parameters, as opposed to study of
macro economic scenario and a company’s fundamentals. The trading calls and/or contents of this document are not made with regard to the specific investment objectives, financial
situation or the particular needs of any particular person. We expressly disclaim any liability and responsibility for any losses arising from any uses to which this communications is out and
for any errors or omissions in this communications.

The user assumes the entire risk of any use made of this information. The information contained herein may be changed without notice and JMFS reserves the right to make modifications
and alterations to this statement as they may deem fit from time to time. This report is relevant as on the date of its issuance or the period specified, if any, in the report and the same may
not be relevant thereafter. Hence, the recipient should not use the content of the report after the date of the report or the period specified, if any, in the report.

Securities Investments are subject to market risk, economic risk, interest rate risks, credit risks, political and geopolitical risks, currency risks, country risks and risks arising from changing
business dynamics. The performance of company(ies) covered herein may be adversely affected by numerous factors including, for example, (i) business, economic, and political
conditions; (ii) the supply of and demand for the goods and services produced, provided, or sold by such companies; (iii) changes and advances in technology that may, among other
things, render goods and services sold by the such companies obsolete; and (iv) actual and potential competition from other companies, whether in India or abroad. (v) Certain companies
may need substantial additional capital to support growth or to achieve or maintain a competitive position. Such capital may not be available on attractive terms or at all. (vi) adverse news
about the company/sector, (vii) poor results of the company (ix) unforeseen force majeure events like war, hostilities, revolution, riots, civii commotion, strikes, lockouts, epidemic, fire,
explosion, flood, earthquake, act of God, any act of Government or any such other cause. Hence, there is no assurance, insurance or guarantee that the forecast, recommendation,
opinion, etc. given about the securities/companies in the report will be achieved.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.

This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident outside India. Further, this report is not directed or intended for
distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or
use would be contrary to law, regulation or which would subject JIMFS and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities
described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform
themselves of and to observe such restrictions.
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Additional disclosure only for U.S. persons: This research report is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy
of this research report and are not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to
JMFS. This research report is a product of JIMFS which is the employer of the research analyst(s) solely responsible for its content. The research analyst(s) preparing this research report
is/are resident outside the United States and are not associated persons or employees of any U.S. registered broker-dealer. Therefore, the analyst(s) are not subject to supervision by a
U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing requirements of FINRA and may not be subject to the Rule 2711 restrictions on communications with a subject
company, public appearances and trading securities held by a research analyst account.

Additional disclosure only for U.K. persons: Neither JMFS nor any of its affiliates is authorised in the United Kingdom (U.K.) by the Financial Conduct Authority. As a result, this report is
for distribution only to persons who (i) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii) are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of
the Financial Promotion Order, (iii) are outside the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section
21 of the Financial Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be communicated (all
such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or relied on by persons who are not relevant
persons. Any investment or investment activity to which this report relates is available only to relevant persons and will be engaged in only with relevant persons.
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