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No. of Equity Shares

BUY

 REVISED VALUATION (` In Cr except per share)

Fiber is the key raw material ingredient within IP's products which comes from nature and
sustainable forests. IP enhanced farming techniques helps to improve yield & ensure the long
term access to sustainable fiber. Partnerships with farmers has enabled the planting of ~ 4.3
million high yielding Casuarina clones and ~ 70 million Casuarina seedlings. The plantations have
covered ~ 10,250 hectares of farm land. Company's launched initiative Rythukosam have been
a boon for small & marginal farmers. As IP APPM’s digitization of plantation data is picking
up pace.  As on FY18 have digitized around 1,640 hectares of plantation.

  Reflection - White was introduced in cut-size
  Aligned Product development strategy for education sector
  Improved product offering to meet growing demand for copier paper
One of the success stories last year was Reflection – White in Cutsize. The Company also
aligned its product development strategy to address the growing trends in business and
education segments, which added to the value proposition.

Further, as at March 31, 2018 there are 250,000 hectares of forest area under IP APPM’s
farm forestry initiatives benefiting 79,000 farmers. The Company has begun execution of its
fiber strategy to increase procurement within 300 km of the mills. In this direction, the
Company is exploring partnerships with leading forestry institutions to complement its
forestry R&D program. 

By investing in attractive, fibre-based markets, controlling costs, managing capital spending
and focusing on deliberate improvement efforts to increase productivity and efficiency, have
generated strong set of numbers, free cash flow.

The Chinese government’s move to ban waste paper amidst environment concerns is
expected to benefit the Indian paper manufacturers. Waste Paper (WP) is one of the major

sources of raw material used for manufacturing the recycled paper products. The Chinese
Government’s decision to ban waste paper imports has caused a drop in global waste paper
prices. As a result, the price of recycled paper in China, used for packaging material, has
increased due to short supply of WP. Indian manufacturers using waste paper stand to
benefit on account of lower global waste paper prices (on excess supply) and higher
realization for recycled paper. To conclude, the global shortage of wood pulp has resulted in
increasing prices of finished paper. Indian wood pulp based having requisite self-sourcing
(farm forestry) are expected to benefit from increasing global finished paper prices- Indirect 
benefiting IP.

Company have performed very well for the FY 2018, achieved record levels for production, sales,
revenue and profits. Have improved product quality, introduced new innovative products
and made significant improvements in on-time-in-full delivery. The continuous focus in
improving customer experience through engagement and new product introduction resulted in

increased customer value creation, which led to increase in sales volume by 4% over last financial
year.

75%

25%

Promoter Others
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FY18 Performance

Review of IP operations

Graphical presentation Q4 FY 18 &  FY 2018 Results:

` in crores

Q4 FY 18 Q3 FY 18 Q4 FY 17

339.73 328.29 323.26 3.48% 5.09% 1264.00 1208.40 4.60%

69.67 58.01 51.47 20.10% 35.36% 218.4 143.39 52.31%

20.51% 17.67% 15.92% - - 17.28% 11.87% -

46.95 34.72 26.65 35.22% 76.17% 126.5 42.56 197.23%

13.82% 10.58% 8.24% - - 10.01% 3.52% 184.15%

38.28 20.73 23.84 84.66% 60.57% 88.6 51.83 70.94%

11.27% 6.31% 7.37% - - 7.01% 4.29% 63.42%

8.23 5.21 3.92 57.97% 109.95% 20.9 7.87 165.57%
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The Company’soperations strategies are aimed at enhancing the overall performance.
During the year the Company further fine tuned its customer support processes and
systems to add excellence in delivery.

During the year, sales volume was 2,30,900 MT as compared to 2,20,900 MT in 2016-17. Of the
revenues, 19% were from exports (previous year 20%) with domestic sales accounting for the
balance 81%.

RESULTS CORNER

The Company's financial performance improved by earning its highest recorded EBITDA and PAT.
These results were driven by higher sales volume, higher selling prices as well as record
production levels and improved efficiency and manufacturing cost. While EBITDA registered an
increase of 28%, Profit After Tax improved by 156% supported by better sales, improved

efficiency and manufacturing cost.

India's UFS market demand grew by ~4% in FY18. IP APPM grew 4% with the market,

improving supply positions for copier and high demand industrial grades.

IP APPM produced 2,28,900 MT of paper in the year ended March 2018 as against 2,15,700
MT in 2016-17. Capacity utilization remained above 95% during the year.

IP continued efforts in manufacturing excellence initiatives helped in improving pulp productivity
and Overall paper Machine Efficiency (OME). The Company made significant gains in fiber, energy
and chemical costs. As in the earlier years, deliberate and continuous efforts were made to
become a low cost producer, raising the operating efficiencies and optimizing material
consumption. Overall, the manufacturing excellence initiatives helped improve the mill
reliability, increase the productivity, reduce the overall cost and improve profitability.

Debt was reduced from ` 360 crore in March 2017 to ` 208 crore in March 2018, with the result,

the debt-equity ratio was lower at 0.37:1 Interest cost as a percentage of revenue came down
significantly.
The Company generated ` 215 crore cash from operations in the year under review as compared

to ` 172 crore in 2016-17. The net profit for the year was ` 83.1 crore while the previous year had

ended with a net profit of ` 32.4 crore.

While focussing on improving the reliability, initiatives in production planning and scheduling
helped secure continuous runs and lower down time. This helped improving On ɀTime ɀIn ɀFull
(OTIF) performance above 90%.

Company have > 90 green belt certified specialists that manage projects to improve
operations and cost. Overall Machine Efficiency improved from 87% to 89% and cost per ton
improved by 2.7%.
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   Results Snapshot

Particulars
Quarter Ended % change

Q-0-Q

% change

Y-0-Y
FY18 FY 17

% change

Y-0-Y

Net Sales

EBITDA

EBITDA %

PBT

PBT%

PAT

PAT %

EPS
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Drivers for Growth in Paper 

Indian Economy

Global Paper Industry

Indian Paper Industry

Risks associated with the paper industry

The domestic demand of paper and packing is ~14 Million metric tonnes, which accounts for ~4% of the
×ÏÒÌÄȭÓ ÃÏÎÓÕÍÐÔÉÏÎȢ 4ÈÅ ÅÓÔÉÍÁÔÅÄ ÔÕÒÎÏÖÅÒ ÏÆ ÔÈÅ ÉÎÄÕÓÔÒÙ ÉÓ ` 50,000 crores, contributes

` 4,500 crores to the exchequer and provides employment to more than 0.5 Million people and 1.5 Million

people indirectly.The Indian paper industry is highly fragmented with ~ 750 paper mills,of which ~6% have
capacity of 50,000 MT and above.

                           RUDRA SHARES &

                          STOCK BROKERS LTD.

INDUSTRY ANALYSIS

The Indian economy grew at 6.7 per cent in 2017-18. The 7.7% growth rate achieved during Q4 FY18 puts
India as one of the fastest growing economies in the world. With private consumption picking up, rural
economy recovering and investments reviving as reflected in IP capital growth
index and gross fixed capital formation (GCF), )ÎÄÉÁȭÓgrowth should remain positive with both the World
Bank and IMF predicting a higher growth trajectory in the years ahead., For FY18-19 the economy is
projected to grow at 7.4%.

Globally over 400 million tonnes of paper and paper products are consumed. The ×ÏÒÌÄȭÓthree largest
paper producing countries are China, the United States, and Japan (these three countries account for
approximately half of the ×ÏÒÌÄȭÓtotal paper production), while India accounts for a small but growing
share of the global market. The global paper and pulp industry has contracted slightly over the past five
years, primarily due to disrupting technology, and shift in customer demand. However, the decline in growth
in developed markets are expected to be offset by the demand growth in India, Middle East, Africa and Asia.

The reduction of import duties (10% to Nil) on paper and paperboard from ASEAN countries pose a
challenge to India paper industry. During the year FY18 the imports of paper and paper boards
touched 1.9 MT which is ~ 35% higher than FY17. The higher cost of fibre and capital in India affects
the competitiveness of the Indian players and could potentially impact the relevance of local players.

The per capita consumption of paper in India is ~10 Kg as opposed to a global average of 56 kg. India

being  in the early stages of the demand cycle would continue to grow in all paper segments ahead.

•Education: Efforts to improve the primary and higher education is driving the students enrolment and

continuance of education.

• Publications:  The demand for high quality printing and writing paper.

•E-commerce: Internet penetration is creating new business models and demand for industrial packaging,

consumer packaging and printing & writing paper.

•Economic activity: The increase in economic activity is expected to open up more avenues

(Manufacturing sector, Office space) for paper demand.

•Consumerism: Higher disposable income coupled with urbanisation is expected to drive new and

different consumer behaviours and drive demand for paper products.

The Company spends more than 25% of its total cost on procurement of fiber viz. casuarina, subabul, mixed
hard wood, eucalyptus etc. Keeping in view the criticality of this factor, the Company has been expanding
farm forestry program to secure fiber supply

The paper industry is becoming intensely competitive with the expansion of capacities by the existing
players and lower import duties. To mitigate this risk, the Company is leveraging on its expertise and
experience by enhancing its brand equity/visibility and product portfolio.
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To cater to the customer needs, the Company offers the best products and services using innovation,
sustainability and manufacturing excellence programs. The Company has been able to grow in most
regions through distribution expansion and customer engagement programs. By investing in
attractive, fibre-based markets, controlling costs, managing capital spending and focusing on
deliberate improvement efforts to increase productivity and efficiency, have generated strong set of
numbers, free cash flow.

The Paper Industry in India is growing steadily with increasing demand from various customer
segments like education, business & corporate and commercial printing. The demand and growth
drivers have come from a combination of factors such as rising income levels, growing per capita
expenditure, rapid urbanization, industrial production, government spending on education and
increased school enrollments.

Moreover, The Chinese government’s move to ban waste paper amidst environment concerns is
expected to benefit the Indian paper manufacturers, indirectly benefitting the company & further
expected to improve margins on account of falling waste paper prices.

Company Overview

Estimating the share price of the company as per P/E valuation (Earlier valuation)
P/E of FY19E at around 14x , EPS(Est.) at ` 26.47, the estimated share price for next 1 year tenure

turns around to be `  380. We recommend to BUY this script. 

Valuation Conclusion

International Paper APPM Limited (formerly known as The Andhra Pradesh Paper Mills Limited) is one of
the largest integrated paper and pulp manufacturers in India.The fifty four year old Company is an
integrated paper and pulp manufacturer with a total production capacity of 241,000 TPA. The Company
produces a range of premium grade writing, printing, copier and industrial papers for domestic and export
markets. Each of these products offer a differentiated proposition and is targeted to meet unique needs of

discerning customers.
The manufacturing facilities comprise of two mills at Rajahmundry and Kadiyam, both located in the East
Godavari District, and a conversion center at SN Palem in Krishna District, all located in the State of Andhra
Pradesh.

                           RUDRA SHARES &

                          STOCK BROKERS LTD.
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LTM 201803 201712 201709 201706

1264.00 339.73 328.29 284.98 311.00

218.40 69.67 58.01 32.24 58.44

65.80 16.47 16.82 16.87 15.65

152.60 53.20 41.19 15.37 42.79

5.30 0.75 2.28 1.84 0.42

26.10 6.25 6.47 6.91 6.46

126.50 46.95 34.72 8.46 36.33

43.40 14.22 13.99 2.70 12.48

83.10 32.73 20.73 5.76 23.85

(5.50) (5.55) - - -

88.60 38.28 20.73 5.76 23.85

20.90 8.23 5.21 1.45 6.00

Particulars 201503 201603 201703 201803 2019E 2020E 2021E

Sales(Net of Excise) 1131.15 1130.77 1172.36 1264.01 1371.12 1495.56 1645.23

Other operating Income 32.09 29.04 - - - - -

Total Inc. from operations 1163.24 1159.81 1172.36 1264.01 1371.12 1495.56 1645.23

Operating EBITA 26.46 57.49 71.86 147.25 171.81 198.75 228.89

Total Inc. from operations 1163.24 1159.81 1172.36 1264.01 1371.12 1495.56 1645.23

TOTAL EXPENDITURE 1067.78 1029.14 1030.47 1050.95 1136.38 1235.33 1355.67

EBITDA 95.46 130.67 141.89 213.06 234.74 260.23 289.56

Depreciation (69.00) (73.18) (70.03) (65.81) (62.92) (61.48) (60.67)

Goodwill amortization - - - - - - -

OTHER INCOME 11.83 39.16 5.96 5.29 7.83 9.85 12.90

Net financials

Interest income - - - - - - -

Interest expenses (44.60) (40.30) (33.59) (26.09) (20.13) (17.41) (15.20)

Net Financial Items (44.60) (40.30) (33.59) (26.09) (20.13) (17.41) (15.20)

Reported Pre-tax profit (6.31) 56.35 44.23 126.45 159.51 191.19 226.60

Reported Tax charge 6.55 (19.47) (11.83) (43.39) (54.23) (65.00) (77.04)

Reported Net profit 0.24 36.88 32.40 83.06 105.28 126.19 149.55

Minorities - - - - - - -

P/L OF ASSOCIATE CO. - - - - - - -

0.24 36.88 32.40 83.06 105.28 126.19 149.55

Extra Ordinary income 1.13 21.41 (20.65) (5.50) - - -

Dividend Paid - - - - - - -

Retained earnings (0.89) 15.47 53.05 88.56 105.28 126.19 149.55

Reported EPS 0.06 9.27 8.15 20.89 26.47 31.73 37.60

DPS - originally declared - - - - - - -

Opening Balance 39.77 39.77 39.77 39.77 39.77 39.77 39.77

Issued - - - - - - -

Bought Back - - - - - - -

Closing Balance 39.77 39.77 39.77 39.77 39.77 39.77 39.77

FV 10.00 10.00 10.00 10.00 10.00 10.00 10.00

Wtd. Avg. no. of shares 3.98 3.98 3.98 3.98 3.98 3.98 3.98

Note:- The figures shown in the brackets means NEGATIVE.

228.89

Number Of Shares

152.5477.8296.65

                           RUDRA SHARES &

                          STOCK BROKERS LTD.

 Income Statement and Estimates ( ` in Cr except per share)

198.75171.81

179.64
Profit from ordinary act. Before 

Fin.Cost ,TAX & Exp.Items 38.29

71.86 198.75

Profit & Loss

88.5653.0515.47

208.60

71.86

241.80

147.25

EPS

Rep. NP after min. Int.

EPS and Dividend

105.28 126.19 149.55
Rep.Net Income after 

extra ordinary items
(0.89)

228.8957.49 147.25

26.46

Extraord. Items

Net Sales

Op Income

EBT

EBITDA

Misc.Inc (Exp.)

171.81

57.49

Rep. profit before othrinc., 

fin.cost,tax & excp. Item

Rep. profit before othrinc., 

fin.cost,tax & excp. Item

Depreciation

Particulars

Taxes

Interest Exp

Net Inc(Reg)

Rep Net Inc

Quarterly Results (` in cr except per share) 

26.46
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201503 201603 201703 201803 2019E 2020E 2021E

Equity & Liabilities

Shareholders' Fund

Share Capital 39.77 39.77 39.77 39.77 39.77 39.77 39.77

Reserves and Surplus 374.28 411.17 438.18 517.64 572.92 639.10 713.66

- - - - - - -

Total Shareholders' Fund 414.05 450.94 477.95 557.41 612.69 678.87 753.43

Non-Current Liabilities

Long-term Borrowings 237.27 304.01 144.28 64.80 58.30 52.10 45.33

Other LT Liabilities - - 8.88 6.91 6.05 5.88 4.21

Deferred Tax Liability 101.42 120.89 79.97 97.34 92.14 76.14 67.71

Long term Provisions - 2.95 4.46 3.55 3.91 4.30 4.73

Total Non-Current Liab. 338.69 427.85 237.59 172.60 160.39 138.42 121.98

Current Liabilities

Short term Borrowings 91.32 143.48 90.00 116.00 101.30 75.30 49.70

Trade  Payables 156.23 155.05 138.13 132.31 137.11 134.60 130.80

Other current liability 229.33 79.56 176.47 77.24 78.84 89.73 98.71

Short term Provisions 16.31 10.91 34.48 34.48 37.93 41.72 45.89

Total current Liab. 493.19 389.00 439.08 360.03 355.18 341.35 325.10

Total Equity & Liab. 1245.93 1267.79 1154.62 1090.04 1128.26 1158.64 1200.51

Assets

Non-Current Assets

Fixed Assets

Tangible fixed Assets 848.96 837.61 800.80 748.85 723.63 707.02 697.68

G/W On Consolidation - - - - - - -

Non-current Investment 15.43 15.43 10.11 14.65 16.48 18.54 20.86

Long term L&A 65.95 72.93 0.22 0.22 0.22 0.22 0.22

Other Non current Ass. 0.14 0.41 50.90 44.99 41.23 38.78 35.62

Deferred tax receiv. - - - - - - -

Total Non-Current Ass. 930.48 926.38 862.03 808.71 781.56 764.56 754.38

Current Assets

Current Investments - - - - - - -

Inventories 201.21 213.71 183.84 154.78 167.28 183.95 207.30

Trade Receivables 63.86 70.69 67.50 69.57 71.30 74.78 82.26

Cash & cash Equi. 4.23 10.14 7.07 16.66 65.59 88.99 105.65

Short Term L&A 44.01 44.71 1.22 1.37 1.44 1.51 1.59

Other current Assets 2.15 2.17 32.94 38.99 41.13 44.87 49.36

Total current Assets 315.46 341.42 292.57 281.37 346.74 394.10 446.16

Total Assets 1245.93 1267.79 1154.62 1090.04 1128.26 1158.64 1200.51

Cash & cash equivalents 4.23 10.14 7.07 16.66 65.59 88.99 105.65

Other int. bearing assets 15.43 15.43 10.11 14.65 16.48 18.54 20.86

Interest-bearing debt 557.92 527.05 410.75 258.04 238.44 217.13 193.74

Net interest-bearing debt 538.26 501.48 393.57 226.73 156.37 109.61 67.23

Net gearing (%) 130.00% 111.21% 82.35% 40.68% 25.52% 16.15% 8.92%

Tangible assets

Gross capex (36.60) (39.61) (30.51) (33.41) (37.71) (44.87) (51.33)

Sale of fixed assets 4.73 0.94 0.41 0.15 - - -

Net capex (31.87) (38.67) (30.10) (33.26) (37.71) (44.87) (51.33)

Depreciation tangibles (69.00) (73.18) (70.03) (65.81) (62.92) (61.48) (60.67)

Note:- The figures shown in the brackets means NEGATIVE.

BALANCE SHEET

Particulars

                           RUDRA SHARES &

                          STOCK BROKERS LTD.

Minority Interests

Investments
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201503 201603 201703 201803 2019E 2020E 2021E

Return on assets - 1.23% 4.38% 7.89% 9.49% 11.04% 12.68%

Return on equity - 3.58% 11.42% 17.11% 17.99% 19.54% 20.88%

ROCE - 4.79% 6.36% 15.87% 18.72% 21.04% 23.44%

EBIT Margin - 8.33% 6.64% 12.07% 13.10% 13.95% 14.70%

Pre tax margin - 4.86% 3.77% 10.00% 11.63% 12.78% 13.77%

Net Profit Margin - 1.33% 4.53% 7.01% 7.68% 8.44% 9.09%

Total asset turnover - 0.92 0.97 1.13 1.24 1.31 1.39

Fixed asset turnover - 1.38 1.43 1.63 1.86 2.09 2.34

Equity turnover - 2.68 2.52 2.44 2.34 2.32 2.30

Current Ratio - 0.88 0.67 0.78 0.98 1.15 1.37

Quick Ratio - 0.33 0.25 0.35 0.51 0.62 0.73

Cash Ratio - 0.03 0.02 0.05 0.18 0.26 0.32

Receivable Days - 21.17 21.51 19.79 18.75 17.83 17.42

Inventory Days - 73.58 70.41 58.80 51.72 51.89 52.67

Payable Days - 54.54 53.47 48.30 42.80 39.61 35.12

Conversion Cycle (Days) - 40.21 38.45 30.29 27.67 30.11 34.97

Financial Leverage Effect - 8.45 2.67 2.41 2.23 2.06 1.94

Debt to Capital - 0.54 0.46 0.32 0.28 0.24 0.20

Debt to Equity - 1.17 0.86 0.46 0.39 0.32 0.26

Note:- The figures shown in the brackets means NEGATIVE.

Particulars

                           RUDRA SHARES &

                          STOCK BROKERS LTD.

RATIO ANALYSIS
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Disclosures :

1) Business Activity :

2)

3)

4)

Sr. No. Yes/No

a) No

b) No

c) No

5)

Sr. No. Yes/No

a) No

b) No

c) No

6) Other Disclosures:

Yes/No

Sr. No.

a) No

b) No

c) No

Rudra or its associates have received any compensation or other benefits from the subject

company or third party in connection with the research report .

Rudra or its research analysts, or his/her relative or associates have actual/beneficial

ownership of one per cent or more securities of the subject company.

Rudra or its associates have managed or co-managed public offering of securities for the

subject in the past twelve months.

Disclosures

Rudra or its associates have received any compensation from the subject company in the

past twelve months.
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The Research report is issued to the registered clients. The Research Report is based on the facts, figures and

information that are considered true, correct and reliable. The information is obtained from publicly available media

or other sources believed to be reliable. The report is prepared solely for informational purpose and does not

constitute an offer document or solicitation to buy or sell or subscribe for securities or other financial instruments for

clients.

There has been no instance of any Disciplinary action, penalty etc. levied/passed by any regulation/administrative

agencies against RUDRA and its Directors. Pursuant to SEBI inspection of books and records of Rudra, as a Stock

Broker, SEBI has not issued any Administrative warning to Rudra.

Rudra or its research analysts, or his/her relative or associate has any other material

conflict of interest at time of publication of the research report.

Terms & Conditions of issuance of Research Report:

Rudra or its research analysts, or his/her relative or associate has any direct or indirect

financial interest in the subject company.

Disclosures with regard to ownership and material conflicts of interest :

Disclosures

Disclosures with regard to receipt of compensation :

Rudra Shares & Stock Brokers Limited is engaged in the business of providing broking services & distribution of

various financial products. RUDRA is also registered as a Research Analyst under SEBI(Research Analyst) Regulations, 

2014. SEBI Reg. No. INH100002524.

Disclosures

The research analyst has served as an officer,director,employee of the subject company.

Rudra or its research analyst has been engaged in market making activity for the subject

company.

Rudra or its or associates have received any compensation from the subject company in the 

past twelve months.

Disciplinary History :

Disclosures & Disclaimers
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RUDRA SHARES & STOCK BROKERS LTD.

Phone: +91 – 512 – 67011001

  Disclaimers:

This Research Report (hereinafter called report) has been prepared and presented by RUDRA SHARES & STOCK BROKERS

LIMITED, which does not constitute any offer or advice to sell or does solicitation to buy any securities. The information presented in

this report, are for the intended recipients only. Further, the intended recipients are advised to exercise restraint in placing any

dependence on this report, as the sender, Rudra Shares & Stock Brokers Limited, neither guarantees the accuracy of any information

contained herein nor assumes any responsibility in relation to losses arising from the errors of fact, opinion or the dependence placed

on the same. 

Despite the information in this document has been previewed on the basis of publicly available information, internal data , personal

views of the research analyst(s)and other reliable sources, believed to be true, we do not represent it as accurate, complete or

exhaustive. It should not be relied on as such, as this document is for general guidance only. Besides this, the research analyst(s) are

bound by stringent internal regulations and legal and statutory requirements of the Securities and Exchange Board of India( SEBI)

and the analysts' compensation was, is, or will be not directly or indirectly related with the other companies and/or entities of Rudra

Shares & Stock Brokers Ltd and have no bearing whatsoever on any recommendation, that they have given in the research report.

Rudra Shares & Stock Brokers Ltd or any of its affiliates/group companies shall not be in any way responsible for any such loss or

damage that may arise to any person from any inadvertent error in the information contained in this report. Rudra Shares & Stock

Brokers Ltd has not independently verified all the information, which has been obtained by the company for analysis purpose, from

publicly available media or other sources believed to be reliable. Accordingly, we neither testify nor make any representation or

warranty, express or implied, of the accuracy, contents or data contained within this document. Rudra Share & Stock Brokers Ltd

and its affiliates are engaged in investment advisory, stock broking, retail & HNI and other financial services. Details of affiliates are

available on our website i.e. www.rudrashares.com.                                                                                                                                                                                                                                                                                                                                                                                                                                                  

We hereby declare, that the information herein may change any time due to the volatile market conditions, therefore, it is advised to

use own discretion and judgment while entering into any transactions, whatsoever. 

Individuals employed as research analyst by Rudra Shares & Stock Brokers Ltd or their associates are not allowed to deal or trade in

securities, within thirty days before and five days after the publication of a research report as prescribed under SEBI Research

Analyst Regulations.

Subject to the restrictions mentioned in above paragraph, we and our affiliates, officers, directors, employees and their relative may:

(a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or derivatives thereof, of

Company mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or profits.
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                          STOCK BROKERS LTD.
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