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Indian tea output to attain 1 billion kg milestone in 2014

After recording decline in tea output for three consecutive years, from calendar year CY 2008 to CY 2010,
the Indian tea industry has once again embarked on the path of growth. The industry recorded an
increase of 2.3% in domestic output in CY 2011 at 988 million kgs, against previous year’s production of
966 million kgs (mn kgs). Despite domestic tea consumption growing at an average annual growth rate of
2.5% during the past decade, tea production has grown at a marginal pace of approximately 1.4% during

the same period.

Industry Update — Tea-Coffee

The Indian Tea Industry is about 176 years old, and provides employment to nearly 35 lakh workers, of
which 65% are employed indirectly, while women constitute 50% of the total worker population. The total
area under tea cultivation in India is more than 5.8 lakh hectares, of which 1.62 lakh hectares is cultivated
by small growers (with tea cultivated area less than 10.12 hectares). India produces all the three types of
tea — CTC tea, Orthodox tea, and Green tea, wherein CTC tea accounted for 88% of total output in CY

2010, while orthodox tea comprised 10%. Globally, India ranks second in tea production after China, and
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fourth in tea exports following Kenya, China, and Sri Lanka. The top four tea exporting nations including

India, account for almost 3/4th of total global tea production.

Tea, being an agricultural commodity, its production is invariably dependent on factors such as rainfall,
soil, and other climatic aspects. “The negligible increase in tea planted areas, alongside aging of tea
bushes and consequent re-plantation/rejuvenation activities have contributed towards insignificant
growth in tea production during the past five years”, said Ms. Revati Kasture, Head - CARE Research, CARE
Ltd. “In addition, labour shortages, owing to tea workers’ reverse migration and absenteeism issues
leading to decline in productivity, combined with pest attacks and weather irregularities have exacerbated

the dismal tea output scenario”, she added.

Though the industry was expecting to reach the coveted 1 billion kg output milestone in CY 2011, the
industry fell short due to unfavourable weather conditions, such as early winter in north-east regions, and

rains in southern regions during October to December. Thus, as a result of the above mentioned agro-
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climatic and related factors, CARE Research expects tea output to grow at an average annual rate of
0.42% from CY 2012 to CY 2014, to 1001 mn kgs or 1 billion kg by end of CY 2014. According to Mr.
Divyesh Shah, Team Leader - CARE Research, CARE Ltd., “The marginal annual rise in output as opposed to
expected growth of 2.4% in domestic consumption, would lead to lower exportable surpluses, thus
resulting a declining trend in tea exports over the next three years”. Tea exports in CY 2011 were

estimated at 187 mn kgs.

On the other hand, coffee, the alternative hot-beverage in India, has found popularity among the nation’s
urban youth, owing to mushrooming of coffee bars and organized cafe outlets, and the overall expansion
of cafe culture. The total number of organised coffee outlets in India is expected grow from 1600 outlets
in CY 2011, to more than 3360 by end of CY 2014. India is the sixth-largest producer of coffee following
Brazil, Vietnam, Columbia, Indonesia, and Ethiopia. Coffee as a commodity, has been witnessing its most
spectacular phase in recent times, as both domestic and international coffee prices hit record highs in CY
2011, coupled with an all-time high in exported volumes, alongside continuously improving global
consumption, growing at 6% annually. The domestic coffee production is expected to increase at a CAGR

of 6.2% for the next three years, while consumption would grow at 6.4%.
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Disclaimer

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. However, neither the accuracy nor completeness of information contained in
this report is guaranteed. CARE Research operates independently of ratings division and this report does not contain any confidential information obtained by ratings
division, which they may have obtained in the regular course of operations. The opinion expressed in this report cannot be compared to the rating assigned to the
company within this industry by the ratings division. The opinion expressed is also not a recommendation to buy, sell or hold an instrument.

CARE Research is not responsible for any errors or omissions in analysis/inferences/views or for results obtained from the use of information contained in this report and
especially states that CARE (including all divisions) has no financial liability whatsoever to the user of this report. This report is for the information of the intended
recipients only and no part of this report may be published or reproduced in any form without prior written permission of CARE Research.

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 (“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 & Research Ltd. Securities of Credit Analysis & Research Ltd., 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.
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