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1. Executive Summary

Overview of the Indian Stock Market

Exhibit 1.1: The Boston Analytics India Market Inde  x (BA IMI) with and without Dividends (Log Scale)
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Performance Review of the Boston Analytics India Ma  rket Index

The Boston Analytics India Market Index (BA IMI)*? decreased by -6.86% during October 2009, falling from
1570 in September 2009 to 1462 in October 2009.

India's exports fell 13.8% in September 2009 to $13.6 B. Imports dropped 31.3% to $21.37 B in
September 2009. Trade deficit reduced to $7.76 B in September 2009 from $15.34 B a year earlier.

Index of Industrial Production (IIP) grew 10.4% in August 2009. Manufacturing sector output during
August 2009 rose by 10.2%, while the mining sector and power generation grew 12.9% and 10.6%,
respectively. The cumulative growth rate during April 2009 - August 2009 is 5.8%. The consumer
durables sector posted a growth rate of 22.3%.

India's foreign direct investment (FDI) increased ~40% to ~$ 3.27 B in August 2009, compared to
~$2.33 B in August 2008.

Inflation rate for the week ended October 17, 2009 (inflation figures are released with a lag of two
weeks) was at 1.51%. It was 1.21% for the previous week ended October 10, 2009.

India's foreign exchange rose to $285.52 B for the week ended October 23, 2009, up by $0.68 B, as
compared to $284.83 B in the previous week i.e. October 16, 2009.

@ Boston Analytics’ suite of indices are total return indices (i.e., dividends are included in the index computation) unless otherwise stated.)




Exhibit 1.2: Disaggregation of the BA India Market Index on Log Scale (Base Index = 100 on July 1, 199 1)
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Exhibit 1.3: Performance of the Boston Analytics In dia Market Indices as of October 31, 2009

e Recent Performance Long Term Annualized Performance
Index Levels 1 Month 3 Months YTD 1-Year 3-Year 5-Year 10-Year
BA India Market Index 1458 -6.93% 0.22% 59.30% 66.43% 6.40% 20.95% 15.59%
BA India Mega Cap Index 907 -8.79% -3.54% 70.44% 77.71% 7.56% 23.91% 18.77%
BA India Large Cap Index 2918 -3.50% 6.07% 77.66% 86.38% 9.99% 24.00% 22.60%
BA India Mid Cap Index 1407 -6.72% 6.31% 80.42% 75.86% 3.33% 25.16% 21.52%
BA India Small Cap Index 1353 -6.72% 17.12% 73.97% 72.23% 10.15% 34.83% 27.38%
BA India Micro Cap Index 1502 -5.40% -1.71% 52.92% 55.93% 3.57% 20.41% 13.01%

All five market capitalization disaggregated indices ended in negative territory, with the BA India Mega Cap
Index leading the fall with -8.79% returns.

The BA India Large Cap Index had the highest gain with returns of -3.50%.

Exhibit 1.4: Comparison of the Boston Analytics Ind ia Style Indices (Base Index = 100 on July 1, 1991)
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Exhibit 1.5: Performance of Boston Analytics India Style Indices as of October 31, 2009

e Recent Performance Long Term Annualized Performance
Index Levels 1 Month 3 Months YTD 1-Year 3-Year 5-Year 10-Year
BA India Market Index 1458 -6.93% 0.22% 59.30% 66.43% 6.40% 20.95% 15.59%
BA India Growth Index 1142 -6.03% 17.37% 73.32% 103.82% 20.94% 27.22% 33.05%
BA India Core Index 2756 -9.38% 2.98% 75.31% 87.61% 13.37% 26.97% 23.50%
BA India Value Index 1667 -7.54% -4.64% 37.01% 40.80% -2.01% 15.14% 10.50%

All valuation based indices had negative returns
The BA India Core Index generated the lowest returns of 9.38% in October 2009.
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2. Boston Analytics India Market Monitoring

Historical Performance Review of the Boston Analyti

Term Annualized Performance

cs India Style Matrix
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On a ten year basis, value stocks in
mid, small and micro capitalization
have outperformed the
corresponding growth and core
stocks in mid, small and micro
capitalization by significant margins.
Mega capitalization core stocks
have outperformed the
corresponding mega and mid
capitalization value and growth
stocks on a ten year basis.

Micro value stocks have been the
best performers on a ten year and
five year basis with high annualized
returns of 22.47% and 28.92%,
respectively.

Large and micro value stocks have
been the only group to post positive
returns in excess of 20.00% in a
three year period.

Large  Value has provided
exceptional returns of 127.45% in a
one year period.

Most of the styles have given varied
returns during the month of October
2009 with 1 month returns all
negative and 6month returns
posting positive returns.

Mid Value has outperformed all
other styles on a YTD basis with
returns of 101.97%.

Mega Core 1 month return had the
lowest returns amongst all styles
with a return of -18.80% in October
2009.

Large value has been the best
performer on a three month and
Small value for six month basis with
returns of 21.71% and 83.11%
respectively.

Note that Mega Value and Micro
Growth has no stocks for this
portfolio period starting October
2009




3. Market Capitalization Sorted Portfolios

Highlights

19 of the 20 portfolios had negative returns in October 2009. The average return per portfolio was -
5.82% in October 2009, compared to 9.07% in September 2009.

All portfolios have be reconstituted in July 2009, in acccordance with our annual rebalancing rule.
Portfolio 20 was the best performing portfolio with returns of 10.11% and Portfolio 15 was the worst
performer with returns of -10.21%.

Portfolios with lower market capitalization have given marginally higher average returns (-5.61% for
Portfolios 11 to 20) when compared with the higher market capitalization portfolios (-6.02% for
portfolios 1 to 10).

Exhibit 3.1: Performance of Market Capitalization S  orted Portfolios as of October 31, 2009

. Standard Avg. Dail
%cto ber Septemb YTD l\tlr;rr?tﬁ A’\\A'g'rkcelto (S:'QS Cg\é?n 9 C@)\é?n 9 MS:HYOf Deviat!on Tgraded Y
i eturn er Return | Return Return (INR M) P/B PIE Return of Daily Volume

Portfolio Return (M Shares)
1 -8.57% 5.03% | 55.58% 3.10% 682719.77 4.56 21.35 -0.46% 1.01% 0.74
2 -4.01% 8.11% 106.92% 15.38% 154830.78 5.24 18.96 -0.21% 1.25% 1.12
3 -3.76% 7.63% | 94.60% 15.51% 60129.30 5.04 18.24 -0.18% 1.56% 0.63
4 -4.00% 4.73% | 98.85% 24.04% 41642.39 5.06 20.58 3.19% 1.75% 0.72
5 -6.11% 7.31% 1108.69% | 17.70% 23128.53 2.71 12.55 -0.30% 1.59% 0.30
6 -3.14% 8.18% 1116.45% 28.42% 17311.74 6.59 18.60 -0.16% 1.15% 0.19
7 -8.58% 6.14% | 93.04% 15.64% 11984.05 2.24 15.97 -0.44% 1.49% 0.46
8 -4.44% 8.19% 112.51% 1.98% 8040.10 1.98 11.45 66.50% 12.35% 0.40
9 -8.84% 8.15% 1106.17% 21.96% 7327.18 2.80 16.28 -0.46% 1.28% 1.61
10 -8.77% 10.03% 107.70% 25.57% 5217.34 2.28 15.28 -0.46% 1.42% 0.12
11 -9.10% 5.50% | 92.47% 19.55% 3813.55 1.77 17.02 -0.47% 1.35% 0.10
12 -7.45% 9.54% | 96.76% 20.87% 2956.24 2.57 -27.00 -0.40% 1.28% 0.16
13 -7.24% 5.48% 103.70% 21.36% 2385.56 1.99 11.51 -0.36% 1.34% 0.07
14 -5.78% 9.97% 104.97% | 24.65% 1912.55 2.05 9.11 -0.27% 1.57% 0.03
15 -10.21% 7.91% | 64.47% 14.89% 1637.07 1.21 9.01 -0.48% 1.47% 0.06
16 -8.01% 11.36% | 86.86% 31.09% 1301.29 1.38 12.36 -0.40% 1.21% 0.05
17 -5.30% 11.09% | 89.64% 25.80% 1140.19 1.60 14.17 -0.27% 1.22% 0.05
18 -4.72% 9.16% | 73.57% 24.76% 849.32 1.65 18.21 -0.21% 1.40% 0.03
19 -8.39% 12.76% | 85.91% 26.37% 689.29 1.01 10.69 -0.43% 1.21% 0.02
20 10.11% 29.83% | 77.37% 33.27% 606.66 1.56 18.89 10.29% 2.05% 0.03

BA India

Market -7.26% 5.86% | 70.67% 7.68% 50579.33 2.76 14.98 0.43% 1.04% 0.35

Index

Exhibit 3.2: Portfolio Return vs. Standard Deviatio  n (for October 31, 2009)




4. Valuation (P rice /Book) Sorted Portfolios

Highlights

Valuation sorted portfolios have also had a worse performance as well with 18 out of 20 portfolios
giving negative returns in October 2009. Average return per portfolio was -6.71% in October 2009
compared to 11.68% in September 2009.

Portfolio 12 gave the highest returns of 2.34% in October 2009 while Portfolio 9 gave the lowest return
of -23.10%.

In October 2009, Portfolio 18 has become the best performer on a YTD basis, with returns of 122.01%.
Apart from Portfolio 18, Portfolio 3,8 and 11 have also performed well on a YTD basis with returns of
115.09%,114.13% and 114.97% respectively. Portfolio 9 gave the least YTD returns of 38.35%.

Exhibit 4.1: Returns of Price/Book Sorted Portfolio s as of October 31, 2009

Avg. Standard A DEIY
October Septemb YTD ,&gﬁﬁ Closiqng C@\;?n g Cg\é?n 9 MS:ir;yOf Deviation Jg?l?nqu
Return er Return Return Return Market Cap P/B PIE Return of Daily M
; (INR M) Return
Portfolio Shares)
1 -4.78% -3.89% 68.79% -6.07% | 163851.22 17.16 46.12 -0.26% 1.12% 0.69
2 -10.55% 5.28% 40.52% | -3.88% |176791.90 5.53 32.23 -0.58% 1.18% 0.59
3 -6.41% 4.88% 115.09% | 26.58% 54537.57 3.55 17.40 11.68% 2.14% 0.49
4 -7.12% 8.32% 106.05% | 12.43% 88819.92 3.83 31.48 -0.37% 1.43% 0.39
5 -2.46% 4.24% 59.68% | 15.20% | 182636.06 3.29 17.88 -0.11% 0.88% 0.33
6 -14.79% 6.02% 67.46% | -1.85% 69585.08 2.59 22.99 -0.86% 1.31% 0.52
7 -2.63% 15.32% 72.96% 19.60% 65060.38 2.64 19.18 -0.11% 1.98% 0.22
8 0.79% 9.58% 114.13% | 26.97% 29821.86 2.19 14.28 0.05% 1.35% 0.26
9 -23.10% 17.90% 38.35% | -3.77% 62067.96 1.96 16.16 -1.21% 3.52% 0.11
10 -3.60% 4.30% 102.66% | 19.71% 27342.96 1.82 14.31 -0.16% 1.85% 0.47
11 -3.57% 12.34% 114.97% | 32.60% 19932.27 1.54 9.98 -0.17% 1.37% 0.14
12 2.34% 8.22% 103.28% | 38.31% | 25850.72 1.64 10.84 6.58% 2.38% 0.17
13 -7.05% 16.94% 103.85% | 18.06% 11115.87 1.22 14.41 -0.34% 1.69% 0.17
14 -6.84% 11.81% 107.50% | 25.44% 5186.56 1.25 11.92 -0.35% 1.50% 0.06
15 -7.25% 12.48% 81.34% 21.16% 5767.28 1.09 9.77 -0.36% 1.79% 0.21
16 -10.19% 22.80% 74.01% | 21.34% 6724.80 0.99 13.58 0.23% 2.11% 1.55
17 -5.86% 16.31% 82.70% 24.04% 6515.91 0.88 7.98 -0.28% 2.01% 0.10
18 -6.56% 18.22% | 122.01% | 38.77% 7869.14 0.86 10.57 -0.30% 2.60% 0.17
19 -5.52% 17.76% | 109.31% | 29.87% 2348.77 0.67 26.23 -0.25% 1.45% 0.08
20 -8.96% 10.43% 90.87% 26.11% 1672.32 0.47 16.32 -0.48% 1.38% 0.12
BA India
Market -7.26% 5.86% 70.67% 7.68% 50579.33 2.76 14.98 0.43% 1.04% 0.35
Index

Exhibit 4.2: Portfolio Return vs. Standard Deviatio  n (for October 31, 2009)




5. Momentum (Three Months ) Sorted Portfolios

Highlights

15 of 20 portfolios gave negative returns in October 2009, with an average return of -6.76% compared
to 5.13% in September 2009.

Portfolio 6 was the best performing with returns of 3.77%. Portfolio 5 came marginally second with
returns of 2.99%.

Portfolio 18 generated the lowest monthly returns of -24.55%, while portfolio 20 had the lowest YTD
returns of -27.69%.

Portfolios 1 had the highest YTD returns of 242.01%, followed by portfolio 2, which gave 229.66% for
the same period.

Exhibit 5.1: Performance of Momentum Sorted Portfol ios as of October 31, 2009

. Standard | Avg. Dail

ORctober Septembe YTD I\-Il—lgrnetﬁ Al\\lllg.rlg to é'gg Cig\éigﬁg Cig\éigﬁg MDegir;yof Deviat!on T?adedy
eturn r Return | Return BT (INR M) P/B PIE EEgTT (I):;Dally Volume

Portfolio eturn (M Shares)
1 -4.61% -1.11%  [242.01% | -4.61% 11844.27 3.08 |18.37 -0.23% 1.08% 0.12
2 1.06% 5.68% 229.66% | 1.06% 16823.88 2.48 31.04 0.06% 1.17% 0.11
3 2.34% -16.21%  |117.43% | 2.34% 62209.21 3.05 15.74 0.14% 1.56% 0.14
4 -7.11% 9.76% 119.93% | -7.11% 73292.53 3.43 15.89 -0.37% 1.27% 0.75
5 2.99% 3.77% 142.16% | -2.35% 39656.67 4.42 14.54 1.69% 1.53% 0.21
6 3.77% 5.80% 99.41% | 3.77% 61705.25 2.51 11.62 0.20% 1.22% 0.16
7 0.03% 5.30% 97.72% | 0.03% 29978.63 2.21 10.87 0.00% 1.18% 0.24
8 -13.70% -2.21% 123.81% | -5.63% 8684.13 1.91 13.89 7.91% 2.07% 0.13
9 -3.40% 8.03% 74.41% | -3.40% 81953.24 3.03 11.78 -0.16% 1.34% 0.14
10 -2.12% 5.43% 73.44% | -2.12% 62333.20 2.56 14.09 -0.10% 0.99% 0.20
11 -4.43% 12.07% 121.56% | -4.43% 34000.16 2.06 23.38 -0.20% 1.70% 0.18
12 -7.44% 3.77% 66.06% | -7.44% 71355.19 2.32 16.08 -0.38% 1.58% 0.41
13 -2.58% 11.33% 69.38% | -2.58% 35116.77 2.05 15.22 -0.13% 1.04% 0.11
14 -4.50% 4.91% 52.62% | -4.50% 153339.20 1.86 13.33 -0.22% 1.07% 0.20
15 -6.64% 7.42% 48.64% | -6.64% 24872.84 1.75 24.14 -0.35% 0.85% 0.35
16 -17.71% 9.07% 45.80% |-17.71% 73825.53 8.35 12.40 -0.92% 3.41% 0.69
17 -4.50% 18.21% 61.70% | -4.50% 60958.33 1.44 10.02 -0.21% 2.29% 0.18
18 -24.55% 5.23% 23.42% |-24.55% 31901.34 2.37 25.42 -1.35% 3.06% 0.35
19 -22.87% 2.55% 49.10% |-22.87% 64349.84 2.84 13.55 -1.33% 1.80% 0.30
20 -19.15% 5.25% -27.69% |-19.15% 117723.01 1.56 -32.42 -1.07% 2.97% 3.07

BA India
Market -7.26% 5.86% 70.67% | 7.68% 50579.33 2.76 14.98 0.43% 1.04% 0.35
Index

Exhibit 5.2: Portfolio Return vs. Standard Deviatio for October 31, 2009




6. Economic Sectors Sorted Portfolios

Highlights

Fifteen of the eighteen sectors had negative returns in October 2009 with an average return across
sectors of -5.36%. A significant decline from 6.39% in September 2009.

The Household and personal products sector posted the highest returns of 8.02%. The Food,
Beverages and Tobacco sector came in second with returns of 6.43%.

The Telecommunication sector generated the lowest returns of -32.20% in October 2009.

The Transportation sector has the highest YTD returns of 242.99% followed by Automobiles (157.59%)
and Materials (120.44%).

Exhibit 6.1: Performance of Economic Sectors Sorted Portfolios as of October 31, 2009

Avg. Daily
Avg. Standard
Three : Avg. Avg. Mean pee Traded
Economic Sector L Month clestig Closing |Closing |of Daily Dewat!on Volume
Return r Return | Return R Market Cap of Daily
eturn (INR M) P/B P/E |Return e ™M
Portfolio Shares)
1 Automobile -7.80% | 12.24% |157.59%  27.66% | 31657.50 234 (2512 |-0.41%| 1.26% 0.06
2 Banks -3.95% | 18.93% | 73.24% [16.39% |143502.88 | 1.82 | 8.43 |-0.18% | 1.86% 0.51
3 Capital Goods -2.90% | -14.17% | 54.57% |-12.84% | 33387.95 | 2.35 |23.37 [-0.15% | 1.55% 0.22
4 Chemicals -11.01% 3.91% | 54.83% | 2.79% | 52262.73 1.98 |12.72 |-0.57%  L1.76% 0.16
5 Consumer Durables 1.27%
and Apparel -6.14% 3.42% | 86.67% | 0.26% | 9927.69 255 |12.09 [-0.34%| —<° 0.91
6 Diversified -9.86% | -1.57% | 80.46% | 7.44% | 13761.23 | 2.33 | 9.31 |-0.51% 1.60% 0.09
7 Diversified 1.47%
Financial -4.38% | 11.67% | 88.95% [13.07% | 59350.11 3.02 |[11.14 |-021%| 0.14
8 Food, Beverages 1.62%
and Tobacco 6.43% 0.43% | 57.45% |30.91% | 35226.20 283 |12.15 [0.329% [ ~°°7° 0.08
9 | Healthcare 0.45% | 12.95% | 55.31% |20.04% | 33750.94 | 6.66 |14.57 |0.20% | 1.09% 0.09
10 Household and 142
Personal Products | 8.02% 3.27% | 32.28% |12.23% |154116.70 | 20.08 |20.36 | 0.40% | — <7 0.09
11 | Materials -7.32% 5.59% |120.44% (10.38% | 39502.90 271 |17.68 |-0.38% | 1.65% 0.27
12 Media and 1.78%
Entertainment -5.45% 8.80% | 74.64% |26.23% | 24022.68 3.42 |64.15 [-0.25% | —°7° 0.32
13 Real Estate/ 1.87%
Construction -10.37% | 5.50% | 92.10% | 7.47% | 46335.44 228 |13.35 [9.77% | —°° 0.73
14 | Services -1.88% 9.11% | 53.99% | 8.87% | 7836.48 2.26 [10.14 |-0.05% | 2.16% 0.11
15 | Technology -1.46% | 10.04% 110.53% |42.56% | 96128.96 2.62 [24.48 |-0.06% | 1.35% 0.29
16 | Telecommunication | .32 2005 | 4.14% |-45.05% -52.34% | 187238.47 | 1.99 |48.44 |-1.88% 3.59% 1.16
17 | Transportation -1.69% | 17.90% |242.99% [84.33% |165757.80 | 2.58 |29.00 [-0.06% | 2-49% 1.08
18 | Utilities -5.04% 2.55% | 38.17% | 3.86% |298837.58 | 2.62 |22.30 |-0.26% | 1.04% 0.70
BA India Market Index -7.26% 5.86% | 70.67% | 7.68% | 50579.33 2.76 [14.98 |0.43% | 1.04% 0.35

Exhibit 6.2: Portfolio Return vs. Standard Deviatio  n (for October 31, 2009)




7. Factor Profiling of Economic Sectors

in India

Services sector
consists of mid cap
firms and with
higher P/B values.
Generally, the
sector tends to
have a tilt towards
middle and low
momentum

Stocks in the
Technology
sector are
distributed
towards mid and
cap firms and the
high and mid P/B
firms. Stocks in
this sector
|generally tend to
have a high and
mid momentum

Exhibit 7.1: Distribution of Services Companies Acr

oss Portfolios

Sorting Methodology

Ventile Market Cap Sorted Price/Book Sorted Momentum Sorted
Portfolios No. of Firms | % of Firms No. of Firms | % of Firms | No. of Firms % of Firms
1 0 0.0% 0 0.0% 1 11.1%
2 0 0.0% 1 11.1% 0 0.0%
3 0 0.0% 1 11.1% 1 11.1%
4 1 11.1% 0 0.0% 0 0.0%
5 0 0.0% 1 11.1% 1 11.1%
6 0 0.0% 0 0.0% 0 0.0%
7 1 11.1% 0 0.0% 0 0.0%
8 0 0.0% 1 11.1% 0 0.0%
9 0 0.0% 1 11.1% 0 0.0%
10 2 22.2% 1 11.1% 1 11.1%
11 1 11.1% 0 0.0% 1 11.1%
12 1 11.1% 0 0.0% 0 0.0%
13 0 0.0% 1 11.1% 1 11.1%
14 0 0.0% 0 0.0% 0 0.0%
15 1 11.1% 0 0.0% 2 22.2%
16 0 0.0% 0 0.0% 0 0.0%
17 1 11.1% 0 0.0% 0 0.0%
18 0 0.0% 1 11.1% 1 11.1%
19 1 11.1% 1 11.1% 0 0.0%
20 0 0.0% 0 0.0% 0 0.0%

Total 9 100.0% 9 100.0% 9 100.0%

Exhibit 7.2: Distribution of Technolog

companies

Sorting Methodology

Across Portfolios

Ventile Market Cap Sorted Price/Book Sorted Momentum Sorted
Portfolios No. of Firms | % of Firms | No. of Firms | % of Firms | No. of Firms % of Firms
1 3 12.0% 0 0.0% 1 4.2%
2 0 0.0% 2 8.0% 3 12.5%
3 1 4.0% 3 12.0% 1 4.2%
4 0 0.0% 1 4.0% 2 8.3%
5 0 0.0% 3 12.0% 1 4.2%
6 2 8.0% 2 8.0% 1 4.2%
7 0 0.0% 0 0.0% 1 4.2%
8 1 4.0% 1 4.0% 3 12.5%
9 4 16.0% 0 0.0% 3 12.5%
10 0 0.0% 0 0.0% 4 16.7%
11 3 12.0% 2 8.0% 1 4.2%
12 1 4.0% 4 16.0% 0 0.0%
13 3 12.0% 2 8.0% 0 0.0%
14 1 4.0% 0 0.0% 0 0.0%
15 1 4.0% 1 4.0% 0 0.0%
16 2 8.0% 2 8.0% 2 8.3%
17 0 0.0% 0 0.0% 0 0.0%
18 1 4.0% 0 0.0% 1 4.2%
19 2 8.0% 1 4.0% 0 0.0%
20 0 0.0% 1 4.0% 0 0.0%
Total 25 100.0% 25 100.0% 24 100.0%

Note: This report covers the Media & Entertainment and Real Estate/Constuction Sector. A comprehensive
compilation cross various parameters (i.e. sectors, valuation, and market capitalization) is available for
purchase in the form of interesting posters and wall charts for each of the previous 17 years (i.e. from 1991).
To learn more, please e-mail queries to IndiaWatch@bostonanalytics.com




Appendix

The Boston Analytics India Market Index

Introduction to the BA IMI

In recent years, both the Indian economy and stock market have grown dramatically. Owing to the
increased amount of money flowing into the country, new money managers and financial institutions are
entering the market. With these developments a true benchmark, monitoring the Indian economy, is
necessary to track the performance of investments.

The BA IMI series aims to be representative of the Indian stock universe with its computation of the impact
of capital gains and dividends. The market index has been carefully designed to comprehensively cover the
essential features of the universe of Indian stocks and to be easily disaggregated into style indices based
on asset factors such as market capitalization and relative valuation.

Disaggregation of the BA IMI into Style Indices (Ba  sed on Market Capitalization)

The BA IMI is disaggregated into five indices based on the distribution of companies in the Indian stock
market universe. These broad categories are mega, large, mid, small, and micro capitalization. Classifying
stocks according to the market capitalization is done by a proprietary standard deviation rule based
methodology.

Since inception of the Large Capitalization Index has given annualized returns of 20.18%, higher than other
indices. However, since 2003, Micro Capitalization Index has shown a spurt in growth with annualized
returns of 56.92%, outperforming other indices. Correspondingly, Small Capitalization Index has shown
similar growth pattern in the same period with annualized return of 45.81%.

Introduction to the Boston Analytics India Style In dices (Based on Relative
Valuation)

Boston Analytics aims to provide style indices in India to classify stocks based on valuation characteristics
for asset allocation and benchmarking purposes. The BA IMI is disaggregated into three valuation based
indices—value, core, and growth. The following valuation factors are used to classify stocks: the Price-to-
Book Value ratio (P/B ratio), Price-to-Sales ratio (P/S ratio) and Earnings-to-Price ratio (E/P ratio). Back
testing shows that the aforementioned valuation factors impact the returns generated by stocks.

Sector-specific business characteristics and differences in accounting practices cause variance in valuation
factors across sectors. To standardize these ratios across sectors for meaningful comparison, Boston
Analytics uses a sophisticated analytical methodology to adjust the valuation factors of individual stocks
based on their sectors.

The stocks which are in the top 25% for at least two of the valuation factors are classified as growth stocks.
The stocks which are in the bottom 25% for at least two of the valuation factors are classified as value
stocks. The remaining stocks are classified as core stocks.



The Boston Analytics India Style Matrix

The Boston Analytics India Style Indices are based on market capitalization and valuation factors to aid
asset allocation and portfolio management. The Boston Analytics India Style Matrix, a combination of
market capitalization and valuation factors, reflects investment style classification and is designed to form
the basis of effective portfolio construction and performance evaluation.

The 5 (market cap divisions) x 3 (valuation divisions) grid is a graphical representation of firm
characteristics based on size and valuation. Market capitalization, shown on the vertical dimension of the
grid, represents the size factor; and the adjusted valuation factors, shown on the horizontal dimension,
represents the valuation factor. Each box in the grid represents a particular investment style based on size
and value. For example, the top leftmost grid is the intersection of the mega-cap stocks and the value
stocks in the stock universe, representing mega value stocks. The methodology is mutually exclusive and
avoids overlap of style characteristics.

Boston Analytics Portfolios—Methodology

The BA IMI Universe

The superset from which the BA IMI is created comprises all stocks listed and traded in India. The superset
is then truncated to eliminate very small and thinly traded stocks based on the cross sectional distribution
of market capitalization of firms in India. Stocks falling within the top 70% by size are retained while stocks
in the bottom 30% are truncated.

Extensive back-testing shows that the retained stocks representing the top 70% by market capitalization in
India fall within the top 70% of stocks along the dimensions of daily traded volumes and price levels. The
reverse, however, does not hold true. The market capitalization based criterion thus captures the essential
features of size and liquidity deemed suitable for the purpose of truncating out the less significant part of
the Indian universe of stocks.

Creation of Combed Portfolios Based on Asset Pricin g Factors

Market capitalization, Price-to-Book, three months momentum, and economic sector classifications are
used as sorting factors to comb the components of the BA IMI into 20 (ventile) portfolios per factor in
descending order. The intent here is to reveal the landscape of stock performance differences across
subsections of the Indian market. The top 5% of stocks in any of the sorted lists is called Portfolio 1, while
the bottom 5% of stocks in any list is called Portfolio 20. Note that in case of economic sector classification
based portfolios there are only 18 portfolios. These portfolios are created based on generally accepted
definitions of 18 common sectors in the Indian economy.

Investment Horizon and Portfolio Rebalancing Period

The investment horizon in the case of market cap, Price-to-Book, and economic sector classification
portfolios is one year long—from July 1, 2008 to June 30, 2009". Individual portfolios are reconstituted in
order to minimize operational and transaction costs, to be compatible with common fiscal year definitions in
India, and to avoid distortion in analysis due to tax implications of realized gains or losses.

Individual portfolio construction and analysis in the momentum portfolio set is carried out using a 3-1-3
framework: Individual portfolios are constructed based on relative momentum of stocks over three months;
a lag of one month is then used to account for information dissemination delays and transaction frictions;
and then returns for the next three months are tracked and analyzed to assess portfolio performance from
the strategy in a conservative manner. This process is repeated cyclically over the year, resulting in the
reconstitution of the momentum portfolios four times a year.

Weights of Portfolio Constituents

All the portfolios in our analysis are market capitalization weighted portfolios, so reported portfolio returns can
be viewed as buy-and-hold returns with rebalancing occuring once a year based on factor definitions on July 1.
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Disclaimer: This document has been prepared by Boston Analytics and does not constitute an offer or
solicitation for transaction (purchase or sale) on any financial instruments. Furthermore, this document
does not constitute a confirmation of any transaction. The information contained herein is from publicly
available data or other sources believed to be reliable, but Boston Analytics does not in any way guarantee
the accuracy, completeness and correctness. The opinions, estimates and projections in this report are
subject to change without notice. Boston Analytics has no obligation to update, modify, or amend this
report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion,
projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.
Furthermore, past performance is not necessarily indicative of future results. Boston Analytics shall not in
any way be responsible for any losses or damages due to inaccuracy of the information herein or any
losses or damages that may arise due to transactions carried out based on information in this report. The
entire risk of any use made of this information should be borne by the user alone. No matter contained in
this document may be reproduced, copied, distributed or published without the consent of the firm and
acknowledgement of the source.

The current issue of ‘Stock Market Diaries’ is available for download. Customized disaggregated reports
can be produced by Boston Analytics to meet clients' specialized requirements.

To learn more, or subscription,  visit www.bostonanalytics.com, e-mail at
IndiaWatch@bostonanalytics.com, or contact
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