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Moneywise. Be wise. QUATERLY BASKET CALL - REC LIMITED RECOMMENDATION: BUY

Buy Around: 138.5

VALUE PARAMETERS
Current Mkt.Price (Rs.) 136.00
Face Value (Rs.) 10.00
52 Week High/Low 140.95/76.25
M.Cap (Rs. in Cr.) 26858.88
EPS (Rs.) 27.07
P/E Ratio (times) 5.02
P/B Ratio (times) 0.93
Dividend Yield (%) 6.29
Stock Exchange BSE
STOCK DATA
BSE Code 532955
NSE Symbol REC LTD
Reuters RURL.BO
Bloomberg RECL IN

SHAREHOLDING PATTERN

(As on 30 Sep 2016) % Of Holding
Foreign 16.79
Institutions 11.80
Non corporate corp. holding 2.69
Promoters 60.64
Public & Others 8.08

SL: 129 Target: 155 Upside: 11.90% Horizon: 3 Month

According to the company, its cost of borrowing is declining and there is ample scope of reducing lending rates, while maintaining margins.
Moreover, asfar asits restructured books are concerned, there isagrowth of around 7 percent with reference to the previous quarter and there
has been no new addition to the restructured loan book. Further, the company does not anticipate any new loans to be restructured in the next
half of the current financial year. The management of the company aims to increase presence in emerging areas like de-centralized distributed
generation(DDG) projects,and new and renewable energy sources to reach remote and difficult terrains not connected by power grid network.

BusinessProfile

Rural Electrification Corporation (REC), a Navratna Central Public Sector Enterprise under Ministry of Power, provides financial assistance to state
electricity boards, state government departments and rural electric co-operatives for rural electrification projects. As per shareholding pattern,
Government of India holds 60.64% stake in the firm as on 30 Sep 2016. REC finances all types of Power Generation projects including Thermal, Hydel,
Renewable Energy, etc. without limiton size or location.

InvestmentRationale

—REC has reported 8% increase in the net profittoRs 1751.27 crore for the quarter ended September 2016 (Q2FY2017). The Net Interest Income (NII)
rose at moderate pace of 1% to Rs 2330.38 crore, impacted by subdued loan growth of 1%.

—However, the company has improved Net Interest Margin (NIM) in Q2FY2017. The other income of the company jumped more than three and half
times boosting the revenue growth in Q2FY2017. The company exhibited marginal improvement in asset quality in Q2FY2017, after consistent
deterioration for last four sequential quarters.

—Regarding the shifting of NPA recognition norms to 90 days overdue basis from existing 180 days overdue basis, the company would continue to
recognize NPAs on 180 days overdue basis. However, it would shift to 90 days overdue basis NPA recognition in FY2018. Meanwhile, the company is
requesting to the RBI for exclusion of state sector project loans from 90 days overdue NPA recognition norms. The company has invested Rs 1500 crore
in Tier I bonds of three banks - Syndicate Bank, Indian Bank, and Vijaya Bank at Rs 500 crore each.

—Its loan book growth of 1% is only on account of the Ujwal DISCOM Assurance Yojana (UDAY) funds. Almost Rs 30,000 crore has been received under
the UDAY scheme. Otherwise its loan book would have shown a
steady increase of 12-15 percent.

We recommend a buy in the stock of REC LTD for a short-term
perspective. The stock is trading at its good support level with
good fundamental records and is expected to move up from
this level. It made a 52 week low Rs. 76.25 and 52 week high of
Rs140.95. Buyaround at 138.50 with aclosing below stop loss
ofRs.129levelsfor the target of Rs.155.

Note: Follow Strict Stop Loss.
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—
SMC Global Securities Ltd. (hereinafter referred to as “SMC") is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related activities. SMC is a registered member of National Stock Exchange of India Limited,

Bombay Stock Exchange Limited, MSEI (Metropolitan Stock Exchange of India Ltd) and M/s SMC Comtrade Ltd is a registered member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of India and other commodity exchanges in India. SMC is also registered as a
Depository Participant with CDSL and NSDL. SMC's other associates are registered as Merchant Bankers, Portfolio Managers, NBFC with SEBI and Reserve Bank of India. It also has registration with AMFI as a Mutual Fund Distributor.

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in securities market. SMC or its associates or its Research Analyst or his relatives do not hold
any financial interest in the subject company interest at the time of publication of this Report. SMC or its associates or its Research Analyst or his relatives do not hold any actual/beneficial ownership of more than 1% (one percent) in the subject company, at the end of the month immediately preceding the
date of publication of this Report. SMC or its associates its Research Analyst or his relatives does not have any material conflict of interest at the time of publication of this Report.

SMC or its associates/analyst has not received any compensation from the subject company covered by the Research Analyst during the past twelve months. The subject company has not been a client of SMC during the past twelve months. SMC or its associates has not received any compensation or
other benefits from the subject company covered by analyst or third party in connection with the present Research Report. The Research Analyst has not served as an officer, director or employee of the subject company covered by him/her and SMC has not been engaged in the market making activity for
the subject company covered by the Research Analystin this report.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. SMC does not represent/ provide any warranty expressly or impliedly to the accuracy, contents or views expressed herein and
investors are advised to independently evaluate the market conditions/risks involved before making any investment decision. The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of
the subject company.
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Disclaimer: This Research Reportis for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. Itis only for private circulation and use. The Research Report is based upon information that we consider reliable, but we do not
represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the contents of this Research Report. The Research Report should not be reproduced or redistributed to any other person(s)in any form without prior written permission of the SMC. The
contents of this material are general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage that may arise to any person due to any action taken on the basis of this Research
Report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an individual client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and
income from investments may vary because of the changes in the macro and micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions. Please note that SMC its affiliates, Research Analyst, officers, directors, and employees, including
persons involved in the preparation or issuance if this Research Report: (a) from time to time, may have long or short positions in, and buy or sell the securities thereof, of the subject company(ies) mentioned here in; or (b) be engaged in any other transaction involving such securities and earn brokerage or
other compensation or act as a market maker in the financial instruments of the subject company(ies) discussed herein or may perform or seek to perform investment banking services for such company(ies) or act as advisor or lender/borrower to such subject company(ies); or (c) may have any other
potential conflict of interest with respect to any recommendation and related information and opinions.

Alldisputes shall be subject to the exclusive jurisdiction of Delhi High court.
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