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Investor Update - YTD December 2007

EBITDA up 36% PAT up 55%

ZODIAC
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Overview

The results for the 9-month period ending 31.12.2007, announced by the Company show, besides
growth, considerably higher profitability. The consolidated gross revenue for YTD December 2007
stood at Rs. 22309 Lakhs Vs Rs. 19677 Lakhs YTD December 2006, a growth of 13.37%.

The consolidated profit for the period increased to Rs. 2501 Lakhs Vs. Rs. 1612 Lakhs for the 9
months ending December 2006, growing by a handsome 55% and surpassing the full year ended
March 2007 profit of Rs. 2364 Lakhs (which itself was a growth of 77% over the previous year,
March 2006).

The strategy of financial discipline, investment in design and higher value addition has yielded
significant gains.

ZCCL has grown its:

e Branded business in India and internationally;
e The business of its subsidiary in the UAE:
e Exports have grown at 11.3% YTD (in U.S.$ terms).

Branded Sales business continued to grow in healthy mid-double digits. The company's focus, on
aggressively growing its own retail stores continues, with 9 new stores being opened YTD and 4
existing stores being renovated. The target is to open 10 more stores during the current financial
year 2007-08. The business model of Zodiac's stores is unique, because all stores are company-
managed, with no franchisees, unlike the model of other companies in the industry. The company
believes that although the franchise model would grow the number of stores aggressively, company-
managed stores not only add significant value to brand building, but are also more sustainable and
enduring, besides contributing significantly more to the bottom line than the franchise model.

Revenue Analysis

1. Consolidated Turnover Rs. 20704 lakhs YTD December'07
Vs Rs. 18726 lakhs YTD December'06 - Up 10.5%

2. Standalone Turnover Rs. 16540 lakhs YTD December'07
Vs Rs. 14703 lakhs YTD December'06 - Up 12.5%

3. UAE Turnover AED 444 Lakhs (Rs 4893Lakhs) YTD December'07
Vs. AED 376 lakhs (Rs.4670 Lakhs) YTD December'06. - Up 18.08%
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Analysis: YTD December 2007 Vs YTD December 2006

o EBITDA : Standalone Up 30.71%,
Consolidated Up 36.35%

o EBITDA Margin : Standalone 15.72% vs. 13.53 %,
Consolidated 18.26% Vs 14.81%

e PAT : Standalone Rs. 1443 Lakhs Up 42.73%,
Consolidated Rs. 2501 Lakhs Up 55.15%

o PAT Margin : Standalone 8.72% vs.6.88%,
Consolidated 12.08% Vs.8.61%

e EPS : Standalone Rs. 17.26/- Vs Rs.12.09/-;  (per share, not annualised)
Consolidated Rs. 29.92/- Vs Rs 19.28/- (per share, not annualised)

These above results can be attributed to:

1. The Company's continued focus on profitability by a sustained effort on aggressively
growing the branded business both in India and internationally.

The factors that have contributed are:

(0] Balanced diversification of markets in India and internationally.

(i) Consistently strong financial discipline:

(a) Containing interest costs with lower borrowings, as well as achieving a cost of
funds comparable to the best across industries.

(b) Judicious hedging of forex exposures, including no derivatives exposure, which
is an extremely happy situation to be in, in the current scenario.

(c) De-risking the company's business, using various instruments referred to
earlier

(d) Global sourcing, which has captured the impact of the appreciating Rupee.

(e) The company's UAE subsidiary consistently being a "Zero Debt” company.
(Approximately 75% of the capital invested in the UAE has been paid back in
less than 3 years).

(f) The company's investment through its subsidiary in the corporate HQ having
been made productive. Partially.

(iii)  Moving some part of its export business during the quarter to the UAE, where the
profitability is higher, thereby harvesting the opportunity in India on the Branded
business to a greater degree. (It may be pertinent fo mention here that the
operations in the UAE are an integral part to the company's business and strategy,
which is why its consolidated results need to be viewed for a true picture of the
company's operations).
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2. The promise held out by the festive season in India was realized. Consumer spending on
Zodiac/ZOD! increased sharply compared to the same period last year, demonstrating the
growing strength of the company's brands, built on ZCCL's strengths in design and on quality
standards acknowledged by industry experts and consumers as being comparable with the
best globally.

3. Aggressive growth in each segment of the branded business, i.e., company managed stores,
large organised retail chains and independent retailers.

4, Growing the premium segment in the branded business, and with focus on higher value added
business with the best possible contributions in the international market (evidenced by
profitability growing much more than pro-rata fo furnover).

Every segment of the company's business shows handsome profitability growth for the 9-month
period, as compared to the same period of the previous year.

Outlook

The Government of India announced a further increase in the rate of duty drawback (partial
reimbursement of taxes paid on inputs) of 1% of FOB value of Export, effective 01.09.2007, with a
corresponding increase in the cap on the Rupee drawback per unit, thus partially, though not
adequately, blunting the impact of the appreciation of the Rupee.

The Government has also announced further rationalisation of service tax, although on services
which have small impact on export activities (services are not taxed anywhere in our competitor
countries). The industry looks forward to complete rationalisation of service tax on the remaining
taxable services which have a major impact on the country's competitiveness. While lauding the
Government for this step in the right direction, the industry aspires to the neutralisation of other
cost disabilities which have crippled a large segment of the industry

ZCCL is fortunately insulated to a great extent, but would, nevertheless, welcome this
rationalisation for further consolidating its competitive advantage, which has been built on the
cornerstone of its strategy.

Reports by responsible entities project that the growth of the middle-class in India, with greater
disposable income in coming years, equal or exceed the population of the USA! The Company is
excited about the possibilities of the impact this could have on the company's target audience, in
view of the fact that most global mega brands were born in the USA.
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Resource Mobilisation

The update on Resource Mobilisation is as follows:

1.

440,000 warrants have been issued as approved by shareholders.

The first tranche of ESOPs were vested in the recipients, which translated into a
handsome, reward for the recipients, and motivated the team for delivering even better
results.

The plans to raise funds are on track, despite the hiccup in the securities markets, with
several renowned institutions evincing keen interest. We are being guided by our

Investment Bankers on the instrument and timing of such fund raising.

From the investment of USD 4.25 million, made in February 2005 in acquisition of the
facility in the UAE, USD 3.36 million have been paid back in less than 3 years.
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