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Annual Policy 2007-2008 B
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First Quarter Review 2007-2008 D
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= All other policy rates were kept unchanged.
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Mid Term Review 2007-2008
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Third Quarter Review 2007-2008
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What has changed

Indian Annual Monetary Policy 2008-2009 : Preview and Expectations



e
Price Situation o

WPI - All Commodities WPI Breakdown
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® The recent rise in inflation based on WPI has
been the major development.

Inflation Contribution

1:: The current inflation rate of 7.33% as on April 12,
o 2008 is much above the 5.50% comfort level of
o | RBI.
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Industrial Production o
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m The recent fall in IIP gives a signal of
slowdown of the Economy.

[IP Use Based Classification
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Liquidity B

Money Supply and Aggregate Deposit Growth Reserve Money Growth driven by Forex Reserve
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Bank Deposit and Credit Situation D
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Financial and Currency Market B

Yield Curve Steepens as Inflation Rises 10 year GOl Yield Rises to 8.18% from the low of 7.38%
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Global Developments 1D

= Ripples of the subprime crisis continues to be
felt across the global. IMF was forced to revise
its global real GDP growth rate to 4.1%. 60% 1

Central Banks Easing or Holding Policy Rates
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m At the same time, global inflationary pressure
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commodity and base metal prices.
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Policy Signals B

m Dr Y.V. Reddy commenting on inflation and liquidity management

® "Inflation is unacceptably high...we are very, very concerned...we are in full readiness to take
appropriate action to contain inflation"

® “ a macision has to be taken carefully as the situation is extremely complicated”

® Dr. Reddy said there were many instruments available to contain liquidity. “We will not
hesitate to use those instruments” (31 March, 2008 PTI)

m P.Chi damb acomments onthe current developments

® *“ IGDP growth was to be sacrificed by some margin, the government would not mind to
control inflation. We cannot have Inflation control measures and GDP growth at the same
time.” (16 April, 2008 ANI)

® “ T hmonetary policy review is coming up on April 29 and one will have to wait to see what
further steps the Reserve Bankt a k €3 April, 2008 The Telegraph)
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Outlook and Policy Expectation 1D

= Monetary Measures
® We expect the Bank Rate to be unchanged at 6.0%

® Considering the current surge in inflation, persistence in M3 growth over R B | corsfort level
of 17.5% and its commitment to contain the medium term inflation in the range of 4.0-4.5%
to anchor inflation expectation, we expect RBI to increase the reverse repo rate by 25bps to
6.25% and maintain the spread between the reverse repo and repo rate.

® We do not expect any further increase in the Cash Reserve Ratio (CRR)
m Stance of Monetary Policy

® We expect the RBI to continue to focus on liquidity management, with an emphasis on price
stability and well-anchored inflation expectation.

® We believe a well- anchored inflation expectation is effective in the long run for achievement
of potential output.

® RBI would continue to emphasize on credit quality, while simultaneously concentrate on
credit penetration with a focus on agricultural sector.
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Outlook and Policy Expectation 1D

= Monetary targets

® We expect the RBI to continue to have a inflation target of 5.0-5.5% for the policy year
2008-2009, and a medium term inflation target in the range of 4.0-4.5%.

® Expecting a marginal slow down in the GDP growth rate for the year 2008-2009, we expect
the RBI to contain the M3 expansion in the range of 16.5-17.0%.

m Developmental Policies

® We expect RBI to continue with gradual liberalization of Capital Account, however, with a
change:

A While policy in respect of Capital outflow would continue to be encouraging, we expect
some measures to curb excessive capital inflow in short to medium term.
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-
Outlook and Policy Expectation 1D

m Economic Outlook
® Our base case for 2008-2009 is a GDP growth of 8%.

® We expect the current fiscal and monetary measures to help in moderating the inflation
based on Wholesale Price Index from its current level of 7.14%. Our short term inflation
expectation is in the range of 6.0-6.5%.

®m Market Outlook

® We expect the 10 year G-Sec to be in the range of “8.1%-8.2%" on account of neutralization
of expected rate tightening by high SLR investment demand.
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About Dawnay Day AV Analytics

DDAV Analytics is a Financial Research and Analytics company. DDAV analytics does not conduct investment business and as such does not hold positions in securities
mentioned in this report. However its directors, officers, employees and contractors may have positions in any or related sectors mentioned in this report.

We offer customised research and analytics solutions for entities across the spectrum of financial markets globally. Our clientele includes investment banks, institutional
asset managers, private equity, wealth managers, independent research companies, hedge funds, broker dealers, et al, across the globe. Our capabilities have been
efficiently utilized by clients in the key areas of Investment Research, Sector Specific Research, Analysis and Modeling in various segments ranging from Equity
Research, Portfolio Management, Fixed Income and Strategic Investment Advisory. Our domain knowledge in financial markets, coupled with seamless delivery
capabilities, has enabled our clients to improve their decision making process, raise productivity and sharpen their competitive edge thus saving on time and cost and
further enhancing the quality of their processes.

DDAV Analytics has recently been awarded the ISO 9001:2000 and ISO/IEC 27001:2005 certification under the PAS99:2006 framework. The certification awarded by BSI
of UK (with accreditation from UKAS) makes DDAV Analytics the only financial research firm in India to be benchmarked to global standards for quality and information
security management practices.

The company has also become an associate member of the Securities Industry and Financial Markets Association (SIFMA), a prestigious global forum of over 650

securities firms, banks and asset managers having presence in the UK and the US markets.
IMSIFMA

BSI
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Financial Markels Association
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Disclaimer

This presentation/report has been prepared by Dawnay Day AV Analytics Pvt. Ltd. on behalf of their current/potential client. It is subject to final review by the organization
who has commissioned such work. Dawnay Day AV Analytics Pvt Ltd is not making any recommendation, solicitation, or offer for any securities mentioned in the report
and also not responsible for suitability of such securities for any purpose, investment or otherwise. It is the sole responsibility of the client, as a professional organization,
to exercise professional due diligence in ensuring suitability of investment and ensuring that when the client publishes a part or full report under its own brand, the legal
requirements for distribution of such material are complied with in all the jurisdiction in which it is published. Dawnay Day AV Analytics Pvt. Ltd. shall not be responsible for
any loss suffered by the user. The returns indicated, including future projections, in the investment report are not guaranteed in any manner and may not be achieved.
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