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Fundamentals

Valuation

® CARE Equity Research assigns Fundamental
Grade on a scale of Grade 5 to Grade 1, with
Grade 5 indicating ‘Strong Fundamentals’ and
Grade 1 indicating “Weak Fundamentals’.

® CARE assigns Valuation Grade on a scale of
Grade 5 to Grade 1, with Grade 5 indicating
‘Considerable Upside Potential’ and Grade 1
indicating ‘Considerable Downside Potential’.

Fundamental Grade

3 [Three] — ‘Good Fundamentals’

Valuation Grade

5 [Five] — ‘Considerable Upside Potential’

29" December, 2011

CARE Equity Research assigns Fundamental Grade of 3 to the
equity shares of REI AGRO LIMITED (RAL).

About the Company

Established in 1994 and listed in 1996, RAL is amongst the youngest
companies engaged in processing and marketing of basmati rice. RAL’s
capacity has more than doubled from about 4 lakh tonnes in FY06 to 9
lakh tonnes in FY10, making it one of the noteworthy players in the
global basmati rice industry with a market share of about 17 per cent in
the global market and 20 per cent in the domestic market.

RAL is also involved in the business of generation of wind-based power
with total capacity of 46.1 megawatts. RAL also holds a 24 per cent
stake in REI Six Ten Retail Limited (RSTR) and Varrsana Ispat Limited
(VIL).

CARE Equity Research maintains a Fundamental Grade of 3 [Three] for
the equity shares of RAL, indicating ‘Good Fundamentals’.

RAL is amongst a few integrated players in the fragmented basmati rice
industry with a market share of around 20 per cent in the domestic
market and 17 per cent in the global market.

Standalone revenue for RAL in Q2FY12 grew by 7.6 per cent y-o-y to
Rs.902 crore. While, total volumes (sans trading) grew by 13.4 per cent
during the quarter, realizations were muted. EBITDA for the Q2FY12
was up 19.4 per cent at Rs.195.7 crore as against Rs.163.9 crore in
Q2FY11. The improvement in EBITDA was primarily on account of lower
raw material costs. Consequently, EBITDA margins were up 214 bps at
21.7 per cent in Q2FY12 as against 19.6 per cent in Q2FY11. Net profit
on the other hand was down 26.1 per cent due to rise in interest
expenses. RAL reported net margins of 5.9 per cent for Q2FY12.

While, being in an agricultural business, the company will continue to
be subject to some inherent threats such as failure of monsoons,
cyclicality, etc. An overall increase in yield of whole grain rice, scale-up
of capacities and positive demand outlook in the domestic and
international markets for basmati rice will help in future growth.

According to CARE Equity Research, the Current Intrinsic Value (CIV) of
the equity shares of RAL stands at Rs.32.7 per share; valuing it at 8.2
times FY13 diluted EPS of Rs.4.0 per share. Thus, RAL has ‘Considerable
Upside Potential’ from market price (BSE) of Rs.15.25 per share as on
29" December, 2011.
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Fundamental Grade

CARE Equity Research’s Fundamental Grade is an opinion on the fundamental soundness of the company vis-a-vis other

listed companies in India. The grade is assigned on a five-point scale as under:

CARE Fundamenial Grade

5/5 Strong Fundamentals

4/5 Very Good Fundamentals
3/5 Good Fundamentals

2/5 Modest Fundamentals

1/5 Weak Fundamentals

Valuation Grade

This grade represents the potential value in the company’s equity share for the investor over a one-year period. The

grade is assigned on a five-point scale as under:

CARE Valuation Grade

5/5 Considerable Upside Potential (>25% upside from CMP)

4/5 Moderate Upside Potential (10-259% upside from CMP)

3/5 Fairly Priced (+/- 109 from CMP)

2/5 Moderate Downside Potential (10-25% downside from CMP)
1/5 Considerable Downside Potential (>25% downside from CMP)

Grading determination is a matter of experienced and holistic judgment, based on relevant quantitative and qualitative

factors of the company in relation to other listed companies.

DISCLOSURES
e Each member of the team involved in the preparation of this grading report, hereby affirms that there exists no conflict of
interest that can bias the grading recommendation of the company.

e The CARE EQUIGRADE report has been sponsored by the company.

DISLCLAIMER

This report is prepared by CARE Research, a division of Credit Analysis & REsearch Limited [CARE]. CARE Research has taken
utmost care to ensure accuracy and objectivity while developing this report based on information available in public domain
or from sources considered reliable. However, neither the accuracy nor completeness of information contained in this report

is guaranteed. CARE Research operates independently of the ratings division and this report does not contain any confidential
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information obtained by the ratings division, which they may have obtained in the regular course of operations. The opinions
expressed herein are our current opinions as on the date of this report.

CARE’s valuation of the security is mainly based on company-specific fundamental factors. Equity prices are affected by both
fundamental factors as well as market factors such as — liquidity, sentiment, broad market direction etc. The impact of market
factors can distort the price of the security thereby deviating from the intrinsic value for extended period of time. This report
should not be construed as recommendation to buy, sell or hold a security or any advice or any solicitation, whatsoever. It is
also not a comment on the suitability of the investment to the reader. The subscriber / user assumes the entire risk of any use
made of this report or data herein. CARE specifically states that it or any of its divisions or employees have no financial
liabilities whatsoever to the subscribers / users of this report. This report is for personal information only of the authorised
recipient in India only. This report or part of it should not be reproduced or redistributed or communicated directly or

indirectly in any form to any other person, especially outside India or published or copied for any purpose.

“Credit Analysis and Research Limited proposes, subject to receipt of requisite approvals, market conditions and other
considerations, to make an initial public offer of its equity shares and has filed a draft red herring prospectus (“DRHP”) with
the Securities and Exchange Board of India (the “SEBI”). The DRHP is available on the website of SEBI at www.sebi.gov.in as
well as on the websites of the Book Running Lead Managers at www.investmentbank.kotak.com, www.dspml.com,
www.edelcap.com, www.icicisecurities.com, www.idbicapital.com, and www.sbicaps.com. Investors should note that
investment in equity shares involves a high degree of risk and for details relating to the same, see the section titled “Risk
Factors” of the DRHP.”

[“This press release is not for publication or distribution to persons in the United States, and is not an offer for sale within the
United States of any equity shares or any other security of Credit Analysis and Research Limited. Securities of Credit Analysis
and Research Limited, including its equity shares, may not be offered or sold in the United States absent registration under

U.S. securities laws or unless exempt from registration under such laws.”]

ABOUT US
Credit Analysis & REsearch Ltd. (CARE) is a full-service rating company that offers a wide range of rating and grading services
across sectors. CARE has an unparallel depth of expertise. CARE Ratings methodologies are in line with the best international

practices.

CARE Research

CARE Research is an independent research division of CARE Ratings, a full-service rating company. CARE Research is
involved in preparing detailed industry research reports with 5-year demand and 2-year profitability outlook on the
industry besides providing comprehensive trend analysis and the current state of the industry. CARE Research currently
offers reports on more than 26 industries which are updated on a monthly/quarterly basis. Subscribers can access CARE
Research reports online. CARE Research also offers research that is customized to client requirements. Customized

Research involves business analysis and position in the market, financial analysis, market sizing etc.
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