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Sectoral Snippets, Issue 6

The Confederation of Indian Industry (CllI)
recently released its ‘State of Economy’ report.
While the report expresses concern over the
ability to increase growth rate, its forecast for
the current fiscal is unchanged—a growth rate
of 8 percent with agriculture, industry, and
services logging 3 percent, 8.5 percent, and
9.6 percent growth, respectively.* However,
speaking at the release of the Indian Rural
Infrastructure Report, the Indian Prime Minister
Dr. Manmohan Singh offered a word of
caution. He said that the path towards
becoming a developed nation was not
effortless as some seem to have assumed in
the light of India’s rapid growth. He listed five
barriers to growth, one of which was
infrastructure. The Prime Minister said that
entrepreneurs and policy makers alike must
concentrate on ways and means of breaking
down this barrier through sustained
development.** In the light of the importance
accorded to infrastructure, starting this month,
we are beginning a section on transport and
logistics, a sector that, we believe, is attracting
significant attention and is vital to India’s future
growth strategy. With this, we take the tally of
sectors covered here to 12. We hope you find
these snippets useful. We would appreciate
your feedback.

Regards,
Russell
* http://www.thehindubusinessline.com/2006/09/02/stories/

2006090203690900.htm
** http://www.hindu.com/2006/12/18/stories/2006121812200100.htm
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Indian Economy

At a policy meeting in December 2006, Indian Prime Minister Dr. Manmohan

Singh cautioned against complacency over India’s improving global status and

identified 5 areas as barriers to growth—infrastructure, agriculture, irrigation,
- water resources, and education. The second quarter numbers seem to justify
the PM’s assertion. During the second quarter of 2006-07, i.e., July to
September, the Indian economy grew by 9.2 percent. While agriculture
recorded a poor 1.7 percent growth, manufacturing and the services sector
grew at 10.3 and 10.9 percent, respectively. Overall growth exceeded the
projected figure of around 8 percent. The PM pointed out that policy changes
by both the central and state governments would be needed to address this
issue.

Regardless of the PM’s sobering message, many Indian CEOs and analysts
alike are bullish about 2007, although interest rates hardened due to
inflationary pressures in the first half of the financial year. According to industry
sources, the bullish sentiment continues as it is believed that a decreasing
dependence on domestic debt will lessen the impact of increasing interest
rates. A report by the Confederation of Indian Industry (ClIl), ‘State of the
Economy,’ projects 8.2 percent growth in the second half of 2006-07. Also
encouraging is the increasing interest evinced by Foreign Institutional Investors
(Flls) in India. By December 2006, the number of Flls operating in India had
risen beyond 1,000; in December 2005, this number was 813. Over one third
of these Flls are from the U.S., while 167 are from the UK.!

December also marked India’s entry into the list of the top 20 wealth markets in
the world. Boston Consulting Group’s ‘Global Wealth 2006’ report has ranked

“World-class /'nfrastructure holds India 19th among the top 20 wealth markets in the world. Although China and
o Brazil have been making an appearance since 2000, this is the first time India
the /(E’y to the country HCh/QV/ng has featured on the list. India also recorded the highest growth in High Net

Worth Individuals (HNWIs); the number of millionaires in India grew from
67,789 in 2004 to 84,000 in 2005. HNWIs in India are said to have more than

ngWth. | would like to see /arge 31 percent of their assets in equities; the global average is 30 percent.

10 percent sustained economic

/.nVQSTmenTS /./7 /nffaSZ'fUCfoe //7 Another landmark event was the signing of the Indo-U.S. nuclear deal. The
2007 8/70’ ZLhese ShOU/d typ/(:a//y be pact makes India part of the exclusive league of countries that have an

agreement with the U.S. to access nuclear reactors, fuel, and know-how in

Z’hrgugh strong pub//'c pr[va[’e exchange for acceptance of international safeguards. For India, this means the
. . country will be able to meet its increasing energy requirements, while for the

,Oa/’fne/'Sh/,US. U.S., the deal signals greater access to investment in one of the world’s

Baba Kalyani, Chairman, Bharat Forge fastest-growing economies.

(Source: The Economic Times, January 2, 2007)

1 Zee News, January 02, 2007

Analyst: Anjali Pai
© 2007 KPMG, an Indian partnership and ¢ mber firm of the KPMG netw
affiliated with KPMG International, a Swiss cooperative. All rights reserved
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Indian automotive sector: Size and
growth forecast

(USD billion)
2006 34
2016 145
CAGR 2006-2016 (%) 16

Source: SIAM mission plan document

Analyst: Lalitha Balan

© 2007 KPMG, an Indian partnership and ¢

affiliated with KPMG International, a Swiss
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Auto and Auto Components

* Government to offload residual stake in Maruti Udyog Ltd.
The Indian Government plans to completely exit Maruti Udyog Ltd. through the
sale of its 10.27 percent stake, which could fetch it over USD 600 million. The
government’s total earnings after this last tranche of stake sale would top USD
1,400 million. This includes USD 222.2 million paid as control premium by
Suzuki to the government in 2002.

* Hero Group considers M&A for foray into four-wheeler
components
The Hero Group is reportedly charting an aggressive foray into auto
components for four-wheelers and is considering overseas and domestic M&A
options. Along with auto components, the Hero Group's future blueprint also
includes a foray into four-wheelers, which could be commercial vehicles instead
of passenger vehicles.

* Tata Motors plans joint ventures
Tata Motors and Fiat plans investments of over USD 888.9 million in a joint
venture (JV) to make over 100,000 cars and 200,000 engines and
transmissions and, at a later date, trucks as well. The venture will be located at
the Fiat plant at Ranjangaon in Maharashtra and production is likely to
commence in early 2008. The cars will be distributed by Tata Motors through
the Tata-Fiat dealer network, which is also set to expand to 100 outlets from the
current 42.

Tata Motors has also signed a 70:30 JV of USD 26.7 million with
Thailand-based Thonburi Automotive Assembly Plant for setting up a pick-up
truck manufacturing facility. Commercial production is likely to commence by
October 2007. Tata Motors plans to manufacture 12,000 units on a single shift
basis and will ramp-up its production to 30,000 units by 2009. Thailand’s free
trade agreements with other countries will give Tata greater benefits.

* Raymond's automotive division inks JV with U.S.-based company
Indian textile major Raymond's automotive division Ring Plus Aqua (RPAL) has
entered into a 50:50 JV with U.S.-based A. J. Rose, to set up a manufacturing
plant in India. Initial investment in the facility, which will manufacture sheet
metal vehicle components, is expected to be around USD 3.7million. RPAL
manufactures automotive components such as starter ring gears, integral shaft
bearings, flex plates and sheet metal pulleys at its facility in Maharashtra. A. J.
Rose is a sheet metal components manufacturer and supplies pulleys,
precision stampings, and water pump components to original equipment
manufacturers.

* Toyota to set up second plant in India

Toyota Kirloskar Motor (TKM) plans to invest USD 444.4 million in a second
plant in India to achieve its sales target of 200,000 cars by 2010. Four states
have expressed interest to provide land for this project. TKM also plans to enter
the small car segment and compete with Tata Motors, which plans to roll out its
less-than USD 2,500 or 100,000 Indian rupees (INR) car by 2008. At present,
TKM has no presence in the small, compact, and sedan segments.

er firm of the KPMG network of independent member firms

tive. All rights reservec




“Inflation is unacceptably high. It

should be below 5 percent and
towards 4 percent.... The move
[CRR increase] should moderate
credit growth.”

P. Chidambaram, Finance Minister
(Source: The Hindu, December 11, 2006)

Analyst: Aman Kaushik
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Banking and Insurance

¢ CRR hike in two phases
Early in December 2006, the Reserve Bank of India (RBI) announced a hike in
the cash reserve ratio (CRR) by 50 basis points, to 5.50 percent. The hike
would be implemented in two tranches of 25 basis points each, with effect from
December 23, 2006 and January 6, 2007, respectively. The move is aimed at
controlling inflation. According to industry estimates, public sector banks stand
to lose an annual interest income of USD 27 million due to the hike in CRR.
The move is also expected to pull out around USD 3 billion from the banking
system, as banks will now have to park a larger sum as CRR.

* RBI revises guidelines for banks' exposure to NBFCs
The RBI has revised the guidelines for banks' exposure to non-banking
financial companies (NBFCs). In a notification dated December 13, 2006, the
RBI capped banks' exposure towards a single NBFC at 10 percent of their
capital funds as per their last audited balance sheet. For an NBFC involved in
asset finance (NBFC-AFC), the limit is 15 percent. However, banks can
increase their exposure to a single NBFC or NBFC-AFC to 15 or 20 percent if
the funds are lent to infrastructure sectors.

* NBFCs allowed to market and distribute co-branded credit cards
As per an RBI notification dated December 4, 2006, select NBFCs registered
with RBI will be allowed to issue co-branded credit cards in association with
scheduled commercial banks. NBFCs can market and distribute the co-branded
credit cards if they meet the following criteria: i) Net owned fund of INR 1,000
million, ii) reporting profits for the last 2 years, and iii) Net non-performing
assets to net advances should not be over 3 percent as per the last audited
balance sheet.

* AIG enters consumer finance business in India
AIG Capital Pvt Ltd., a subsidiary of the U.S.-based AIG Capital Corp., has
acquired 75 percent stake and management control of Chennai-based Vivek
Hire Purchase & Leasing Ltd. (VHPL) for an undisclosed amount. VHPL
promoters Vivek Ltd., a leading consumer durable retailers group in the South
will retain the remaining 25 percent stake. VHPL was incorporated in 1990 as
an NBFC, and has reportedly disbursed loans of USD 22 million since its
inception. For AIG, this is a strategic investment to penetrate the consumer
finance business in South India.

Dai-ichi Mutual to enter Indian life insurance market

Bank of India (Bol), Union Bank of India, and leading Japanese insurance
company Dai-ichi Mutual Life Insurance Company signed a Memorandum of
Understanding (MoU) to set up a JV life insurance company. The MoU
envisages a capital stake of 51 percent by Bol, 26 percent by Dai-ichi, and 23
percent by Union Bank. The JV would have an initial paid-up capital of USD 33
million. Dai-Ichi Life is Japan’s second and the world’s sixth largest insurer. It is
also the first Japanese life insurance entity to enter India.

rember firm of the KPMG network of independent member firms
cooperative. All rights reserved
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"We hope to grow in India and

get a good market share. Our

ambitions are high."
Company (Carlsberg) statement

(Source: Dow Jones International News, December 7, 2006)

Analyst: Sitanshu Sheth
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Consumer Markets and Retalil

¢ Gitanjali Gems acquires U.S.-based Samuels Jewelers
Gitanjali Gems, an Indian jewelry retailer, has acquired a 97 percent stake in
Samuels Jewelers, a prominent jewelry player in the U.S., for USD 44.7 million.
At present, Samuels owns 97 retail stores in 19 states in the U.S. With this
acquisition, Gitanjali Gems will move one step up the value chain as it will sell
its brands directly in the U.S. markets. This is the first acquisition by any Indian
gems and jewelry company in the organized U.S. jewelry market.

* |ITC ties up with a Japanese trading house
ITC, one of India’s leading fast-moving consumer goods players, has tied up
with Marubeni Corp., a Japanese trading corporation, to jointly export ITC’s
agri-commodities to Japan and other Asian countries. Marubeni’s strong
international marketing network is expected to boost ITC’s exports, while ITC’s
e-Choupal, a rural sourcing initiative, could serve as a strong sourcing network.
ITC would also leverage on Marubeni’s expertise in warehousing and logistics,
to strengthen its back-end supply chain.

* Lenovo plans to increase presence in India
Chinese PC major Lenovo plans to expand its presence by targeting
consumers in India’s non-metro areas and small towns. The company currently
has about 60 exclusive retail outlets, which it plans to increase to 100 by March
2007. It would also increase its product range in multi-branded stores. The third
Lenovo Innovation Center in the world has also been set up in India. This
center will focus on innovation and help provide better after sales service.

e Carlsberg plans to set up a brewery in India
Danish brewer Carlsberg plans to tap the fast-growing Indian beer market by
setting up a brewery in Rajasthan through a JV with The Lion Brewery Ceylon,
a manufacturer and exporter of beer based in Sri Lanka, and Denmark's
Industrialization Fund for Developing Countries. The plant is expected to have a
capacity of 450,000 hectoliters per annum and is likely to be operational from
2008.

e Shoppers’ Stop to foray into luxury retail space
Shoppers’ Stop, a leading player in the Indian organized retail sector, has
planned investments worth USD 110 million to establish its presence in the
high-growth luxury retail segment. It has tied up with over 40 international
high-end brands including Louis Vuitton, Gucci, Zegna, Hugo Boss, Mont Blanc,
and Christian Dior. It plans to open luxury stores in Delhi, Bangalore, and
Mumbai, with each store spread across 120,000 sq ft and 150,000 sq ft.

e Future Group ties up with Videocon for private label sourcing
Future Group, a leading player in India’s organized retail segment, has entered
into an agreement with Videocon, an Indian consumer durable company. Under
the agreement, Future Group will source electronic products from Videocon and
sell them under its private brands—Koryo and Sensei—through its consumer
electronics formats, e-zones and electronics bazaar.

© 2007 KPMG, an Indian partnership and a member firm of the KPMG network of independent member firms
affiliated with KPMG International, a Swiss cooperative. All rights reserved



“Well, India is a very important

market for us. It is not only a
strong market for our products and
services, but it's also a key center
for our global innovation. We are
investing heavily in building
Cisco’s largest R&D center here.”

John Chambers, Chairman and CEO, Cisco Systems
(Source: The Times of India, December 05, 2006)

Analyst: Devesh Bhatt

© 2007 KPMG, an Indian partnership and ¢

affiliated with KPMG International, a Swiss
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IT/ITeS

¢ Tech Mahindra scores India’s first billion dollar contract

Tech Mahindra, a niche information technology (IT) player in telecom solutions,
has bagged India’s first USD 1 billion contract from UK’s British Telecom (BT).
Tech Mahindra, a JV between India’s Mahindra & Mahindra and BT Group (BT
owns almost 34 percent), will provide BT strategic sourcing services for 5
years.

* HP opens service oriented architecture center in Bangalore

Hewlett-Packard Co. (HP) has set up a Service Oriented Architecture (SOA)
center in Bangalore. One of five SOA centers run by HP worldwide, the
Bangalore center is part of HP’s proposed USD 500 million investment in SOA
for enterprise customers. The center will focus on building SOA competency
within HP, delivering SOA services to HP customers, and hosting customers
who want to run proof-of-concepts for their SOA implementations.

* L&T Infotech to acquire GDA Technologies

L&T Infotech has inked an agreement to acquire California-based GDA
Technologies for an undisclosed amount. GDA is a privately held electronic
design firm with 350 employees and over 100 customers in the U.S., Japan,
and India. It is involved in various semiconductor developments from front-end
to physical design for the designing of deep sub-micron process technologies.

* Cisco to set up manufacturing base in India

Networking major Cisco Systems plans to set up a manufacturing base in
Chennai to manufacture Internet protocol-based telephone instruments and
hi-tech products and export to Cisco's global market. Cisco set up operations in
India in 1995 and today employs over 2,000 people in the country. It plans to
triple its staff strength in India over the next three to five years.

* HCL Technologies bags order from Skandia

HCL Technologies has bagged a USD 200 million deal from UK’s Skandia, a
saving solution provider. Under this five-year deal, HCL will provide application
development and maintenance and remote infrastructure management services
and assist in Skandia’s SOA initiative.

* Nipuna inks deal with 4K Animation

Nipuna Services, the business process outsourcing arm of Satyam Computers
has signed a deal with UK’s 4K Animation Ltd. for USD 25 million. The project
involves developing an animated TV series and a movie including
pre-production, production, and post-production. Nipuna plans to employ
around 120 professionals and complete the project in 18 months.

* Oracle's open offer falls short of target

Software major Oracle's open offer to acquire 28.39 million shares of i-flex fell
short of target. In December, Oracle had revised its open offer for i-flex
shareholders from USD 33.04 per share to USD 47.04 per share. The company
also increased the size of the open offer from 20 percent to 35 percent of
equity. Oracle already owns 43 percent of i-flex's equity.

ber firm of the KPMG network of independent member firms

perative. All rights reservec




“The global opportunity for publishing
outsourcing is estimated at USD 8.2
billion. The Indian market for
publishing outsourcing is expected to
grow at a CAGR of 38 percent from
USD 200 million in 2005 to USD 1.1
billion by 2010."

(Source: http://www.exchange4media.com)

Analyst: Ashwini Kulkarni
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Media

* Moser Baer plans foray into home video market
Moser Baer, the world’s second largest optical disc maker, is reportedly
planning to invest USD 111.1 million over the next 3 years to acquire rights for
movies in various Indian languages. The company plans to launch Indian
movies on DVDs and VCDs for INR 38 and INR 24, respectively. This move is
expected to curb piracy to a certain extent. Moser Baer also plans to revamp its
distribution network without any major investment as the existing retailers of
blank discs are keen on selling its DVD movies.

e UTV Software acquires stake in two gaming companies
UTV Software Communications Ltd. has acquired a 51 percent stake in
Mumbai-based Indiagames and a 70 percent stake in UK-based Ignition
Entertainment for a total consideration of USD 28 million. The acquisitions will
make UTV software India’s largest gaming and animation company and will
generate an additional revenue of USD 22 million in the next 12 months. UTV
expects to create premium games and market it through its TV channels. It is
also investing USD 30 million in making animation movies over the next 3
years. UTV plans to touch a turnover of USD 222 million by 2009-10 through its
4 verticals—television, movies, animation and gaming, and broadcasting.

* CyberMedia acquires stake in U.S.-based content services
company
Specialty media house CyberMedia has acquired a 49 percent stake in
Publication Services, Inc. (PSI) through its wholly owned U.S. subsidiary,
CyberMedia India LLC. CyberMedia can acquire 100 percent stake in PSl in 3
years. PS| has a 50-member team and its FY06 revenue was USD 2.7 million.
It provides book and document production services for clients like McGraw-Hill,
Cambridge University Press, Harvard University Press, Elsevier Science, John
Wiley & Sons, and Oxford University Press.

¢ Reliance Communications premieres first mobile movie
Reliance Communications has emerged as the world’s first telecom operator to
have premiered a movie on the mobile platform. ‘Ctrl+Alt+Del,” a 25-minute film
specially produced for the mobile platform by Phonethics Mobile Media, is
available for INR 15 for a 5-minute online streaming. Reliance recently
introduced TV serials on the mobile phone. With the premiere of Times Now, it
became the first telecom operator in the world to launch a TV channel on
mobile.

* Raj TV to enter new market overseas
Chennai-based Raj Television Network plans to enter South Africa, Australia,
Latin America, France, and Germany by introducing sub-titles in its programs.
Other plans include the launch of a 9,000 sq ft studio in Chennai at an
investment of USD 1.6 million to produce short films for multiplexes and its own
channel. Raj TV is planning the launch of a youth-centric channel next year. It
also plans to float an IPO with an issue size of USD 16 to 22 million.

2007 KPMG, an Indian partnership and a member firm of the KPMG network of independent member firms
affiliated with KPMG International, a Swiss cooperative. All rights reserved




“Refining sector in India has
emerged as the largest
merchandise exporter, exporting
USD 8.5 billion during the first 5
months of fiscal 2006.”

Murli Deora, Minister of Petroleum and Natural Gas
(Source: The Hindu Business Line, December 13, 2006)

Analyst: Amiya Swarup
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Oil and Gas

¢ India-China to jointly explore oil
India has signed an MoU with China's National Development and Reform
Commission (NDRC) to cooperate in oil exploration and production efforts. The
governments of India and China will form a JV company for the acquisition of
hydrocarbon assets in Africa and Latin America. The two countries have jointly
acquired properties in Syria, Columbia, and the Ivory Coast.

 Shell to help refineries in India
Shell Global Solutions (SGS), a subsidiary of the Royal Dutch Shell Group, has
signed an agreement with the Centre for High Technology (CHT), India, for
improving the efficiency of four Indian refineries. This move is aimed at
improving the profitability of Indian Qil Corporation (IOC), Chennai Petroleum
Corporation, Hindustan Petroleum Corporation Ltd., and Bharat Petroleum
Corporation Ltd. Around 25 percent of the refined petroleum products in the
domestic market is supplied by these 4 companies.

* Canada’s Canoro Resources to explore for oil in India
Canadian company Canoro Resources will explore oil in the north-east Indian
state of Nagaland. Canoro recently signed a cooperation agreement with the
state government. Nagaland has reserves of 600 million tones of oil.

¢ India-Singapore consortium signs oil, gas deal with Myanmar
Myanmar Oil and Gas Enterprise has signed a contract with GAIL India Ltd.
and Singapore-based Silver Wave Energy to jointly explore offshore oil and gas
reserves. In FY2006, India invested around USD 30.6 million in Myanmar's oil
and gas sector. GAIL India Ltd., a state-owned gas utility, now holds a
participating interest in 17 exploration blocks, along with national and
international consortium partners.

* OVL wins oil exploration block in Libya
The National Oil Corporation of Libya has awarded ONGC Videsh Ltd. (OVL),
the wholly owned subsidiary of state-owned Oil and Natural Gas Corporation
Ltd., 28 percent in a block in Libya for oil exploration. ONGC Videsh has
operations in the Asia-Pacific, West Asia, Africa, and Latin America. It already
has a presence in Libya.

* |OC and OIL pick up blocks in Nigeria, Gabon
IOC is to pick up a stake in Suntera Nigeria, the Nigerian subsidiary of Russian
Suntera Resources Ltd. The deal will enable I0C and its
government-nominated exploration partner Oil India Limited (OIL) to own a 17.5
percent stake in the block. In Gabon, IOC and OIL picked up a 45 percent
stake in oil blocks from the Singaporean company Marvis.

2007 KPMG, an Indian partnership and a member firm of the KPMG network of independent member firms
affiliated with KPMG International, a Swiss cooperative. All rights reserved




“India is set to become the hub
of the global biotech industry and
the country's share in the sector
could touch USD 40 billion mark

by 2015."
Kapil Sibal, Science and Technology Minister

(Source: The Economic Times, December 12, 2006)

Analyst: Nandita Kudchadkar
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Pharma

¢ Glenmark to enter American niche product segment
Glenmark Pharmaceuticals has entered into a supply and marketing agreement
with U.S.-based Lehigh Valley Technologies. The latter will manufacture and
supply seven of Glenmark’s products for pain management and belonging to
the C-ll (controlled substances) category. The C-II category is a USD 2.8 billion
market in the U.S. The products will be filed under Glenmark’s name with the
Food and Drug Association and marketed exclusively by Glenmark in the U.S.

* Ranbaxy acquires Be-Tabs Pharmaceuticals Ltd.
Ranbaxy Laboratories, India’s largest pharmaceutical company, has acquired
South Africa’s leading penicillin manufacturers Be-Tabs Pharmaceuticals, which
has a portfolio of over-the-counter solid-oral and liquid formulations for USD 70
million. This deal will place Ranbaxy among the top five players in the generics
market of South Africa.

* Reliance Life Sciences acquires stake in UK-based GeneMedix
Reliance Life Sciences, part of the Mukesh Ambani-controlled Reliance Group,
acquired a 74 percent stake in UK-based GeneMedix plc, a manufacturer of
bio-generic drugs, for USD 63.2 million. Reliance plans to use GeneMedix’s
facilities as a manufacturing and clinical research hub to launch its portfolio of
bio-similars in the European markets. On the other hand, GeneMedix will have
access to Reliance Life’s low-cost manufacturing facilities in India.

* Pharma exports expected to grow 30 percent in 2006-07
According to the Pharmaceutical Export Promotion Council, India’s drugs and
pharmaceutical exports are expected to touch USD 6.26 billion in 2006-07, a
30 percent growth over the previous year’s levels.

* Apollo Tyres Group to foray into healthcare services
The Apollo Tyres Group is setting up Artemis Health Sciences Pvt. Ltd., a
500-bed multi—super-specialty hospital at Gurgaon, at a cost of USD 55 million.
The group also plans to set up a modern clinical research facility and a medical
training institute and manufacture high-tech hospital consumables in the future
in a phased manner.

* Panacea signs JV with Cambridge Biostability Ltd.
Panacea Biotech, one of India’s largest vaccine producers, has entered into a
JV and an in-licensing agreement with Cambridge Biostabilty Ltd., a UK-based
liquid vaccine developer. Panacea has a 10 percent stake in Cambridge. Under
the licensing agreement, Panacea will develop, manufacture, and market a
stable liquid version (not requiring refrigeration) of vaccines used for treating
whooping cough, hepatitis B, and haemophilus influenza B, using Cambridge’s
stable liquid technology.

© 2007 KPMG, an Indian partnership and a member firm of the KPMG network of independent member firms
affiliated with KPMG International, a Swiss cooperative. All rights reserved.
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Power

e America signs Indo-U.S. nuclear cooperation act
In December, U.S. President George W. Bush signed the Henry J Hyde
India-U.S. Civil Nuclear Cooperation Act that will allow the U.S. to provide
nuclear reactors and fuel to India, enabling the latter to meet its growing energy
needs. India will now operate its civilian nuclear energy program under
internationally-accepted guidelines. The agreement will also enable U.S.
companies to invest in India's civil nuclear industry.

* Two ultra mega power projects awarded
A consortium comprising Lanco Infratech Ltd. and UK-based Globeleq has
emerged as the lowest bidder for the 4,000 MW Sasan ultra mega power
project in central Madhya Pradesh. It quoted a tariff of INR 1.196 per unit
outbidding 9 other companies. The Tata Power Company Limited emerged as
the lowest bidder for the 4,000 MW Mundra ultra mega power project in
Gujarat. It quoted a tariff of INR 2.26 per unit and outbid 5 other companies.
Both projects will require an investment of USD 3.6 to 4.0 billion each.

* BHEL in talks with global players to expand nuclear production
capacities
Bharat Heavy Electrical Limited (BHEL), India’s largest power equipment
supplier, is reportedly in talks with global players such as GE, Alstom, Areva,
and Siemens to expand its nuclear production capacities. It plans to invest up
to USD 111 million for a technology tie-up or for forming a JV to expand its

nuclear production capacities. BHEL currently supplies equipment of up to 540
MW capacity to Nuclear Power Corporation of India (NPCIL) for its projects and
is now focusing on 700 MW and higher rating nuclear units.

“The relationship between the

¢ U.S.-based Thorium Power in talks with NTPC, NPCIL for tie-ups
U.S.-based Thorium Power Ltd., which develops proliferation resistant nuclear

been more vital and this bill will fuel technologies is exploring the possibility of a JV with an Indian company for

technology transfer and research and development in the nuclear fuel segment.

h@/p us meet l‘h@ energy and It is reportedly in talks with Nuclear Power Corporation of India Ltd., National
SECUf/ty Cha//enges Of Z.he 2751' Thermal Power Corporation Ltd., and leading players in the private sector to

firm up partnerships to offer its proliferation-resistant, low-waste fuel technology.
Century. " India has the second largest thorium deposits in the world, estimated at

U.S. President George W. Bush at the 360,000 to 518,000 tonnes.

bill-signing ceremony of the Henry JHyde . cESC to add 4,000 MW during the 11th plan

India-U.S. Civil Nuclear Cooperation Act RPG group company CESC Limited plans to add 4,000 MW of greenfield

(Source: Xinhua News Agency, December 18, 2006) thermal power-generation capacity during the 11th plan. The proposed plants
are a 2,000-MW project at Haldia in West Bengal and two 1,000-MW projects in
Jharkhand and Orissa each. The investment outlay is estimated to be around
USD 3.6 billion. According to Group Vice-Chairman Sanjiv Goenka, CESC is
also exploring opportunities for power distribution.

United States and India has never

Analyst: Amit Chhallani

© 2007 KPMG, an Indian partnership and a member firm of the KPMG network of independent member firms
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“We are in a phase of aggressive
expansion across western and
southern India, with a focus on
premium residential as well as

retail and office space projects.”
Abhinandan Lodha, Director, Finance,
Lodha Builders

(Source: Business Standard, December 8, 2006)

Analyst: Nitin Dehadraya
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Real Estate and SEZs

¢ Indian real estate sector to get FDI worth over USD 900 million
The government has approved foreign direct investment (FDI) worth over USD
900 million in the real estate sector. Urban Infrastructure Ventures, an
investment company, is likely to bring in the first set of investments worth USD
552 million and work as a venture capital fund. Peninsula Land Ltd.’s Peninsula
Realty Fund has reportedly received government approval to invest in
construction development projects. The corpus of the fund is estimated to be
around USD 355 million.

e Kolhapur the next IT destination
With over 25 of the city's leading builders pooling in their land to develop its first
private sector IT park, Kolhapur is expected to become the next IT destination
in Maharashtra after Mumbai and Pune. The USD 33.3 million project, phase 1
of which will cover 22 acres, is being conceptualized and managed by property
consultants Knight Frank and is likely to be completed in 2 years. The
promoters reportedly have a land bank of 700 acres, and they plan to expand
the project on successful completion of the first phase.

¢ Indian real estate sector to get investments from Israel
Israel-based Property & Building Corporation and Electra Real Estate have
come together to invest USD 100 million in housing construction projects in
South India. A new JV company will be formed with an Indian company for
investments in Indian markets. The Israeli companies will own 45 percent each
and the remaining 10 percent will be held by the Indian partner in the JV.

e JP Morgan invests in Mumbai-based Lodha Builders project
Through its real estate investment arm, JP Morgan has invested USD 61.4
million in a residential property project worth over USD 117 million being
developed by Mumbai-based Lodha Builders. The investment is said to be in
form of debt in return for a small stake in the company. Lodha Builders plans to
give fixed returns on the investment till it is completely paid off. The two
companies are considering a long-term partnership for upcoming projects in
the future.

* Collage Group to invest USD 445 million in real estate projects in
Punjab
The Delhi-based Collage Group has decided to invest about USD 445 million in
Punjab for developing various real estate projects. It has received approvals for
three projects from the Punjab Government. The company plans to develop 2
malls in Jalandhar and Amritsar, a 200-acre golf course at Zirakpur and a
housing colony in Amritsar. The Jalandhar mall is slated to be operational by
April 2009. The Punjab government has granted tax concessions to the
company, including a 10-year entertainment tax exemption for the multiplex
being developed in the mall.
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“Till now, we have invested more
than 1 billion Euros and are still
continuing. Qur further
investments are to the tune of
USD 200 million every year in
various activities, including
R&D.”

Ravi Sharma, Alcatel-Lucent country-head,
India

(Source: The Economic Times, December 25, 2006)

Analyst: Amit Shah
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Telecom

¢ Alcatel to invest USD 200 million over next few years in India
French telecom equipment major Alcatel plans to invest USD 200 million in
India every year for the next few years. With its acquisition of Lucent
Technologies, Alcatel now has a presence in Code Division Multiple Access
(CDMA) technology. For Global System for Mobile Communication (GSM)
technology, Alcatel provides services to state-owned companies like Mahanagar
Telephone Nigam Ltd. and Bharat Sanchar Nigam Ltd. (BSNL). Alcatel is also
expected to offer solutions in the Wi-Max technology in terms of infrastructure
and customer premises equipment, for which it has a tie-up with C-DoT. It has a
tie-up with ITI Ltd. for manufacturing base stations.

e Mobile subscriber base reaches 142.6 million mark
With the highest-ever subscriber addition of 6.7 million in November, the total
mobile subscriber base touched 142.6 million in November 2006. GSM
operators added 5.04 million subscribers, while CDMA operators added 1.7
million subscribers. For the first time, the GSM subscriber base crossed the 100
million mark. Of the total 142.6 million subscribers, GSM and CDMA operators
have 100.8 million and 41.7 million subscribers, respectively.

Hutchison Whampoa likely to exit telecom business

Hutchison Whampoa Group, owned by Hong Kong-based businessman Li
Ka-shing, is reportedly planning to exit its Indian telecom business. It owns a 67
percent stake (51.98 percent through its group company Hutchison
Telecommunications International’s and 15 percent through private individuals)
in Hutch Essar Ltd. The remaining 33 percent stake is held by the Essar Group.
Hutch-Essar is India’s fourth largest mobile telecommunication company with a
16.4 percent market share and a subscriber base of 23.3 million.

Vision 2010: A 10-point program for the telecom sector

During the India Telecom 2006 Meet, the Union Communications and IT
Minister, Dayanidhi Maran, unveiled Vision 2010, which details the
government’s 10-point program for the telecommunications sector for the next 5
years. Some of its key points include tripling the number of mobile connections
to 500 million, enabling handsets for INR 1,000, and doubling investments in
telecom equipment research and development. The plan also focuses on
network expansion, bridging the urban-rural divide, broadband coverage,
infrastructure sharing, 3G mobile services, and the introduction and spread of
IPTV, mobile TV and Wi-MAX.

¢ Bharti Airtel to increase focus on value-added services
Bharti Airtel, India’s largest mobile telecommunication company, has decided to
launch a new Mobile—Value-Added Service (M-VAS) application every month
for the next two years. It is expected to focus on entertainment, media, portals,
Internet applications, Bollywood, music, sports, and gaming. Currently, data
applications account for 10.6 percent of the company’s total revenues. In
Indonesia, China, and the Philippines, VAS accounts for 20-25 percent of the
operators’ revenues.
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“There’s a huge opportunity in the

segment (MRO and pilot training
facilities). This market is yet to
develop in India and would
require a lot of PE funding. Its
the ancillaries segment that will
witness a lot of funding over the

next 12-15 months.”
Rajesh Adhikary, Associate Director, IL&FS

Investment Managers

(Source: The Economic Times, December 24, 2006)

Analyst: Preeti Sitaram
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Transport and Logistics

Gujarat set to become the world’s shipbuilding yard

Adani Group, GVK Industries, ABG Shipyard, L&T, Gujarat State Petroleum
Corporation, IL&FS, Sanghi Group, Container Corporation of India, Continental
Warehousing Corporation, Nirma Group and Sterling Biotech Limited, Arya
Offshore Services, Zoom Realty Projects, Navyug Engineering, Sanex
International, Mangaldas Kapadia & Sons, and United Shippers have reportedly
expressed interest in six existing ports that the Gujarat government plans to
upgrade with private participation. According to a study by the Gujarat Maritime
Board (GMB), developing shipbuilding yards at 5 sites would require an
investment of USD 44 to 88 million depending upon the size of vessels to be
built.

* MROs, pilot-training centers attract PE funds
The entry of the Tatas and global private equity (PE) players (Texas Pacific
Group, Istithmar, and Goldman Sachs) has re-ignited the interest of PE funds in
the Indian aviation industry, especially ancillary segments like maintenance,
repair, and overhaul (MRO) facilities and pilot training centers. MRO facilities
and pilot training centers are likely to attract investments of USD 100-125 mil-
lion over the next year. Airbus and Boeing are facilitating the setting up of MRO
start-ups requiring a minimum funding of USD 100-150 million in 12-18 months.
Private airport operators at Delhi, Hyderabad, and Bangalore are also facilitat-
ing the establishment of MRO and training facilities.

e GE Shipping plans to invest USD 500 million
Great Eastern Shipping Co. Ltd. plans a capital expenditure of USD 500 million
for the acquisition of 9 newly built product tankers, apart from offshore assets,
such as rigs, for its offshore subsidiary. The tankers, which involve a total
investment of USD 380 million, are expected to be delivered before 2009-10
and this will add to the company’s fleet by 0.5 million dead weight tonnage.

HAL in USD 700 million JV with Irkut Corp.

Hindustan Aeronautics Ltd. (HAL) has entered into a USD 700 million JV with
Irkut Corporation of Russia for manufacturing 60-tonne multi-role transport
aircraft (MRTA). Under this 50:50 JV, llyushin Design Bureau of Russia will
design the MRTA and Irkut Corporation will develop the aircraft. HAL has also
signed a USD 20-million 10-year deal with the U.S.-based aircraft engine
manufacturer Pratt & Whitney, a part of the United Technologies Corporation,
for manufacturing high-precision engine components. HAL plans to set up an
engine plant in Bangalore and in Koraput, Orissa.

DP World plans second airport near Kolkata

DP World (formerly known as Dubai Ports) plans to set up a greenfield airport
near Kolkata. The global port giant, which operates 19 terminals worldwide,
could reportedly invest up to USD 2.7 billion in the airport. Consulting
Engineering Services is working on a feasibility study for a second airport near
Kolkata and is likely to submit its report soon. Dubai Ports took over UK-based
port operator P&O Ports last year in a global deal.
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