Sector Update

Change in rates

Item GST rate %
Hair Oil 18%
Toothpaste 18%
Soap 18%
Detergent 28%
Cereals Nil
Tea 5%
Edible Oil 5%
White goods
Air Cooler 18%
Paint 28%
LED Lights/fixtures

Lamps 12%
Fixtures 12%
Adhesive 18%

Source: chec.gov.in, ICICldirect.com Research
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Consumer

GST implementation in final lap...

With the conclusion of the GST Council meet, rates of most consumer
products have been decided. Given 81% of items to be taxed below 18%
standard rate, we believe the implementation of GST would not be
inflationary in nature. Most FMCG products have been subsumed in the
nearest slab of existing indirect tax. However, for toothpaste, hair oil &
soaps, it would come down from current ~23% to 18%. With the anti-
profiteering clause in place, companies would be required to pass on the
benefit of tax rates to the consumer in the form of lower prices. We
believe this could result in faster consumption shift from unbranded to
branded products, spurring volume growth for FMCG companies.
Simultaneously, it will also bring operational efficiency with rationalisation
of supply chain through de-bottlenecking. Similarly, in the consumer
discretionary space, tax incidence on paints & air conditioner would
increase marginally. However, indirect tax on air coolers, led lights &
adhesives would come down substantially, which could spur demand for
these products as majority of the industry is dominated by unorganised
players. Decision on GST rates shows the government is prepared to roll
out GST by July 1, 2017. We believe it will be a big boost for consumer
companies as it will bring a level playing field against unorganised
industry by eradicating the possibility of tax evasion.

Dairy industry — exemption, lower incidence is positive

o Considering the basic need, fresh milk, curd, lassi, butter milk remain
exempted from the tax

e UHT and paneer are kept under 5% slab whereas fatty items, namely
cheese, butter, ghee, etc, will attract 12% tax

e Ice creams, condensed milk and milk based beverages with nuts are
attracting the highest tax rate in the dairy space at 18%

FMCG - taxes mainly kept anti-inflationary in nature

e Foodgrains are exempted whereas cereals will be taxed at 5% under
GST considering food as the basic necessity item

e Keeping it anti-inflationary in nature, personal care products, soaps,
hair-oil & toothpaste are kept in the 18% slab against current 23-24%

e Cosmetics and beauty related products, deodorants along with hair-
care category (shampoos, hair dye and cream) are kept under 28%

e Surprisingly, the detergents category has been kept under the highest
bracket of 28% against industry expectation of 18%. We believe this
may require companies to take price hike to pass on the burden

e Under the edible category, honey, edible oil, tea, flour has been kept
in the lowest bracket of 5%, as they are the basic need of the
common man. Fruit & vegetable juices will attract 12% whereas
instant coffee has attracted 28% tax incidence

e Jams, sauces, pasta are in 12% category whereas malt has been kept
in the slab of 18%

e Chocolates, including white and cocoa based, fall under 28%

Cigarette — tax incidence to remain revenue neutral

e On expected lines, tax incidence on cigarettes is expected to be
neutral for the companies with GST rate at 28% (currently average
VAT for ITC - cigarettes is ~26%) in addition to cess

e Cess has been identified to be 5% plus a) T 1.59/stick for below 65
mm, b) ¥ 2.12/stick for 65-70mm, c¢) % 2.86/stick for 70-75 mm and
d) T 4.17/stick for cigarettes above 75 mm, which we believe replaces
the current excise duty structure
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Exhibit 1: GST rate on cigarette
Cigarette (Filter)

GST rate 28%
Cess

Less than 65 mm 5% + %1.59/stick
65-70mm 5% + %2.12/stick
70-75 5% + T 2.86/stick
More than 75 mm 5%+ T 4.17/stick

Source: cbec.gov.in, ICICldirect.com Research

Consumer discretionary: demand shift to follow

To promote use of efficient lighting products, GST rate on LED has
been kept at 12%

As expected, the white goods category (air conditioner, washing
machines, TVs) has been kept under the 28% GST bracket
considering the luxurious product category. The air cooler category
has been kept under the 18% bracket, which will benefit organised
players in terms of shift in demand from unorganised categories (still
75% unorganised)

GST rate for paint/varnishes have been kept at 28%, which is
approximately similar to the previous tax slab

Adhesive products category have been kept at the 18% slab

GST rates for PVC pipes and furniture categories have been
subsumed in the nearest tax bracket of 18% and 28%, respectively.
We believe this would lead to a shift in demand from the unorganised
players to the organised industry

Electrical wire & cable and switches have been kept at the upper tax
category at 28% each
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Exhibit 2: List of various items and their respective GST rates

pos | ] ] ] e e companiosatectes

Fresh & pasteurised milk v

UHT, Skimmed milk powder, Yoghurt, Whey v
Beverages containing milk

Milk containing edible nuts

Curd, Lassi, Buttermilk v
Paneer (Branded) v
Milk food for babies v

Butter, Ghee, Cheese, dairy spreads
Condensed Milk
Ice cream (whether or not containing cocoa)

Honey (Branded) v
Instant coffee

Tea v
Flour (branded) v
Malt, whether or not roasted

Edible oil including coconut, sunflower, mustard, olive, goundnut oil v
Chewing Gum

White Chocolate

Chocolates and other food preparations containing cocoa

Waffles and wafers coated with chocolate

Bread (branded or otherwise) v
Rusks, toasted bread and similar toasted products v
Pasta such as spaghetti, macaroni, noodles (whether or not prepared)

Pastries and cakes

Fruit & vegetable juices, Fruit pulp or fruit juice based drinks

Jams, fruit jellies, fruit or nut purée

Sauces and preparations, Soups

All kinds of food mixes including instant food mixes, soft drink concentrates, Sharbat
Waters, including natural or artificial mineral waters and aerated waters

Tender coconut water (branded)

Agarbatti

Hair-oil

Toothpaste

Beauty or makeup preparations and preparations

Shampoos, Hair cream, Hair dyes (natural, herbal or synthetic)

Pre-shave, shaving or after-shave preparations

Deodorants & other perfumes

Soap (in the form of bars, cakes)

Soaps (in liquid form)

Detergents

Insecticides

Consumer Durable
Air cooler

Air conditioner
Adhesives

Appliances (Domestic)
Electric wire & cable
LED Lightings/Fixtures
Paints

Plastic Furniture

PVC Pipes

Switches

Source: chec.gov.in, ICICldirect.com Research

ENENENENERENEN

ANIAN

AVRNIENIN

AVIANINIRN

AN

Nestle, Britannia, Kwality, Prabhat Dairy, Parag Milk Foods
Nestle, Britannia, Kwality, Prabhat Dairy, Parag Milk Foods
Britannia, Prabhat Dairy

Britannia, Prabhat Dairy

Nestle, Britannia, Kwality, Prabhat Dairy, Parag Milk Foods
Prabhat Dairy, Parag Milk Foods

Nestle

Britannia, Prabhat Dairy, Parag Milk Foods
Nestle, Prabhat dairy

HUL, Amul, Vadilal

Dabur

Nestle, HUL, Tata Global Beverages , ITC

Tata Global beverages, HUL

ITC

GSK Consumer Healthcare

Marico

ITC

Nestle

ITC, Nestle

Nestle

Britannia

Britannia

Nestle, ITC

Britannia

Dabur

HUL, Dabur

HUL, Nestle

Dabur

Tata Global beverages

Dabur

ITC

Dabur, Marico, HUL, Baja Corp, Emami

Colgate, HUL, Dabur, GSK Consumer

HUL, Dabur, Emami

HUL, Dabur, Godrej Consumer Products, Marico
Gillette

HUL, ITC, Marico, Godrej consumer Products
HUL, Godrej consumer, ITC

HUL, Godrej consumer, ITC

HUL, Jyothy Laboratories

Jyothy Laboratories, Godrej Consumer Products

Symphony Ltd, Bajaj Electrical, Voltas, Wim plast, Kenstar
Voltas, Blue Star, Hitachi, Llyod (Havells)

Pidilite Ind, Astral Poly

Havells, Bajaj Electricals, V-guard, Crompton Greaves
Havells, V-guard, KEI Ind

Havells, Bajaj Electricals, Crompton Greaves, Eveready
Asian Paints, Berger Paints, Kansai Nerolac, Akzo
Nilkamal, Supreme Ind, Prima Plastic, Wim plast
Supreme Industries, Astral Poly, Finolex Ind

Havells, V-guard, Anchor, Schneider
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ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction;
Buy: >10%/15% for large caps/midcaps, respectively;

Hold: Up to +/-10%;

Sell: -10% or more;
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views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related
to the specific recommendation(s) or view(s) in this report.

Terms & conditions and other disclosures:
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its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which
are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking
and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts
and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICIC| Securitiesis under no obligation to update or keep the information current.
Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this
company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any
loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the
risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment
in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned
in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any
compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts
and their relatives have any material conflict of interest at the time of publication of this report.

It is confirmed that Sanjay Manyal, MBA (Finance), Hitesh Taunk, MBA (Finance) and Tejashwini Kumari, MBA (Finance), Research Analysts of this report have not received any compensation from the
companies mentioned in the report in the preceding twelve months.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month
preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

It is confirmed that Manyal, MBA (Finance) and Tejashwini Kumari, MBA (Finance), Research Analysts do not serve as an officer, director or employee of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
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