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With US-Iran conflict disrupting India’s pre-war macro stability, the growth-inflation
dynamics now face a likely E/ Nino shock. The National Oceanic and Atmospheric
Administration (NOAA) assigns a 60—70% probability of £/ Nino developing during
June—August 2026, with a 1:4 chance it might be a strong event persisting through year-
end. The Indian Meteorological Department (IMD), in its April long-range forecast for
Southwest Monsoon, predicts June-September rains at 92% of long-period
average (LPA), but with a 35% probability of rainfall dipping below 90% of LPA.

While concerns on the impact of El Nino on agriculture output, inflation and rural
demand are valid, data suggests that E1 Nino's transmission to agriculture gross value-
add (GVA), rural income, and aggregate demand has weakened in recent years, due to
structural shifts in rural India: higher irrigated area, crop & income diversification,
robust minimum support prices (MSP) support, deeper credit penetration,
unconditional cash transfer schemes, and surging non-farm rural earnings. These
factors mean E/ Nino’smacro bite may be muted. Hence, while risks to India's Monsoon
and economic growth need to be watched, concerns are overstated, in our view.

Reservoir levels and two consecutive good Monsoon to blunt E/ Ninoimpact: The Rabi
crop output is estimated to be 3.2% higher than last year and our on ground rural checks
suggest that on ground realization across all Rabicrops has been better than that during
Kharif 2025. Moreover, India has seen two consecutive years of above-normal rainfall
(~108% LPA) with reservoir level at 39% of full capacity as of end-April versus 33% same
time last year. Further, as per NOAA ENSO strength data, probabilities for a very strong
El Nino event occur in (August-September-October) which is past India's peak sowing
season of July, thereby limiting the damage to the summer crop.

EI Nino-to-Monsoon-to-agriculture GVA link is weakening: The transmission of El
Nino to agricultural GVA has weakened. Between 1982-2002, six of seven El Nino
episodes lowered agriculture GVA. However, since 2004, only two of seven have, despite
similar rainfall shortfalls. Notably, very strong 2015-16 £/ Nino saw 86.3% of LPA
rainfall, but agriculture GVA rose +0.7%, and the deficient 2014-15 season with weak El
Nino (88.14% LPA) recorded a contraction in agriculture GVA at ~0.2%. Long term data
shows, a severe El Nino has never occurred after two consecutive surplus monsoon
years (average 7.8% in 2024 & 2025); thus, rendering strict comparison with past event
ineffective. So, a probable severe El Nino this year is unlikely to be as disruptive as the
El Nino event after a deficient year.

..bolstered by rural income diversification: Agri income accounts for a mere third of
rural household income, with the rest spread across wages (16%), other enterprises (15%),
government & private jobs (23%), and livestock receipts (12%), according to the NABARD
2022 Survey. This diversified income base acts as a structural buffer — limiting the
impact of a Monsoon shock on household income and demand.

And with Gold loans emerging as shock absorber: As on December-25, 68% of gold loan
originations were in rural and semi-urban areas in agriculture-dominated states. Uttar
Pradesh, Madhya Pradesh, and Rajasthan, recorded growth of 96% YoY, 80% YoY, and 79%
YoY, respectively. TransUnion CIBIL data reveals rising asset value (gold) fuelling larger
ticket sizes at 1.8x (December 2025 vs December 2023), suggesting consumers are
leveraging high-value loans to bridge financing needs.

El Nino has not crushed demand historically: During the two episodes of strong (2023-
24) and very strong E/ Nino(2015-16), two-wheeler sales volume grew by 13.3% and 3.0%,
respectively, and fertilizer volume grew 2.6% and 7.5%, respectively._ FMCG majors
(Hindustan Unilever, Marico, Dabur, Jyothy Labs and Emami) posted stronger volume
growth during both strong (2023-24) and very strong (2015-16) £/ Ninoperiods, than four
quarters’ hence suggesting demand resilience during El Nino events.
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Cultivation income forms 33% of rural household income
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Agrarian states see surge in gold loan originations
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Food inflation: unlikely to run away this time

El Nino conditions bear watching for output and higher prices. In the past two strong El Nino
conditions of 2015-16 and 2023-24, the median contribution (%YoY) of food and beverages inflation
(2011-12 base) to headline CPI was 52bp higher than non-weaker £/ Ninoconditions. While these risks
are valid, the likelihood of runaway food inflation is lower this time, due to following factors: 1)
severity of £/ Nino sets in past August 2026, which is well beyond India’s peak sowing season, 2)
bumper Rabicrop, and 3) stocks with the Food Corporation of India (FCI) suggest the government has
potent tools to intervene to limit price hikes. The starting points also matter. Although, energy-led
surge in food prices will materialize, given softening bias for food prices globally amid bumper crops,
the impact will be less pronounced. Note, global food prices were on a rising path in the run-up to the
Russia-Ukraine crisis. This time, prices have been range-bound since 2024.

Exhibit 1: Global food prices range-bound since 2024
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Exhibit 2: FCI sitting on significantly high stocks for paddy and wheat
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Exhibit 3: Two consecutive years of surplus Monsoon may cushion the El Nino impact
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EI Ninos sectoral footprint is uneven. Based on our analysis of the E/ Nino events since the 1990s,
agri inputs show mixed performance whereas consumer discretionary demand, including that for
two-wheelers, proves to be more resilient. Tractor sales suffer but scorching temperatures that
accompany E/ Nino aid demand for cooling appliances that outlasts the Monsoon anxiety. Note this
year, during the January-April period average temperatures are well above ones recorded during
previous episodes of E/ Ninoby 8.3%

Fertilizer sales show mixed outcome

Our analysis of revenue growth of 10 fertiliser and agrochemicals companies in our coverage universe
(Chambal Fertilisers and Chemicals Ltd, Rallis India Ltd, Bayer CropScience Ltd, Coromandel
International Ltd, Dhanuka Agritech Ltd, UPL Ltd, PI Industries Ltd, Insecticides (India) Ltd, Sumitomo
Chemical India Ltd and Paradeep Phosphates Ltd) during eight £/ Nino episodes since FY00 shows a
mixed outcome. Sales grew at an average 7.9% during all El Nino years but collapsed to a mere 0.5%
YoY average during strong and very strong £/ Nino years. Except for FY24 (strong £/ Nino) and FY10
(moderate EI Nino), sales growth was positive. In fact, during very strong E/ Nino of FY16, despite
nearly 14% rainfall deficiency, sales of fertilizers and pesticides grew by 2.3%.

During the FY16 Southwest Monsoon, June rains were 15.5% above LPA even as July, August and
September recorded a deep deficit of 16.7%, 21.8% and 24% of LPA, respectively. On the contrary, during
strong E/ Nino of FY24, when companies under review saw revenue decline by 20% YoY, June rains were
7.5% below LPA whereas July, August and September were ~12.8% above LPA, 36% below LPA and 13.1%
above LPA, respectively. Thus, data suggests deferred Kharif sowing weighs on demand for fertilizers
and agrochemicals more than actual performance of the Monsoon. This year, a severe E/ Nino event is
projected for August-September-October, which suggests sowing is unlikely to face headwinds.

Two-wheeler sales and FMCG volume shows resilience to E/ Nino

The consumer-facing sectors, however, tell a strikingly different story. Two-wheelers sales on an average
posted 8.4% growth during £7 Nino years, higher than 7.2% clocked in the non- £/ Nino years. Growth was
registered in 7 out of 8 episodes; the sole exception was 2019-20, which was confounded by COVID.

Revenue growth of Personal and Home care companies reported by CMIE was at an average of +8.6%
— below the non- £/ Nino mean of +12.2%, but never catastrophic. Our analysis of volume growth of
FMCG majors' (Hindustan Unilever, Marico, Dabur, Jyothi Labs and Emami), since FY17 indicates
average volume growth during strong (2023-24) and very strong (2015-16) £/ Nino period was in fact
higher than four quarters after the £/ Ninoevent. In recent years, credit penetration and unconditional
cash transfers are acting as buffers.

Exhibit 4: Cash transfer schemes to women in rural India aiding in bottom tier consumption

S.No State Scheme (INR bn) FY23 FY24 FY25BE FY25RE FY26BE FY27BE
1 Madhya Pradesh  Ladli Behna Yojana - 147 189 194 187 239
2 Maharashtra Majhi Ladki Bahin Yojana - - 460 332 360 265
3 Karnataka Gruha Lakshmi Yojana - 170 286 235 286 286
4 West Bengal Lakshmi Bhandar Scheme 119 136 144 232 267 275
5 Jharkhand Mukhyamantri Maiya Samman Yojana - - - 133 141
6 Odisha Subhadra Yojana - - 100 112 101 101
7 Haryana Lado Lakshmi Yojana - - - - 50 65
8 Telangana Mahalakshmi Scheme Telangana - - 31 31 31 50
9 Tamil Nadu Kalaignar Magalir Urimai Thittam (KMUT) - 70 137 - 138 144
10 Chhattisgarh Mahtari Vandan Yojana - - 30 30 55 82
13 Assam Orunodoi Scheme 24 32 38 38 50 50

Indira Gandhi Pyari Behna Sukh

14 Himachal Pradesh Samman Nidhi Yojana 8 23 - 23

15 Delhi Mahila Samridhi Yojana - 20 51 51
Total 143 563 1,458 1,204 1,445 1,699
As % GSDP 0.09 0.3 0.7 0.6 0.6 0.6

Source: State Budgets, Elara Securities Research
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Scorching heat to aid in demand for air conditioners and refrigerators

In CY26 YTD, the maximum temperature’s departure from normal has been double that of recent
strong and very strong E/ Nino episodes of 2015-16 and 2023-24. This is likely to be a tailwind for air
conditioning and refrigerator sectors. Past experiences indicate five deficient Monsoon E/ Nino years
produced AC growth in the range of -5.6% to 19.8% YoY, with 2014-15 and 2009-10 delivering the
strongest prints in the E/ Nino sub-sample at 19.8% and 18.1%, respectively. However, in the latest
episode, key monitorable is whether the AC and refrigerator sector faces any supply constraints in
meeting potential pent-up demand, due to geopolitical risks and related supply chain bottlenecks
apart from inventory position amid lackluster secondary sales in the past year.

Exhibit 5: Correlation of Agriculture GVA & Monsoon is weakening
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Exhibit 6: Output for wheat & paddy shows resilience even during the El Nino years on an average (median)
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Exhibit 7: Two-wheeler sales* shows resilience in El Nino years Exhibit 8: Retail food inflation on an average ease after El Nino
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Exhibit 9: FMCG companies see higher volume growth in the El Exhibit 10: Reservoir levels currently are higher than the previous
Nino years years
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Exhibit 11: Temperatures across the country are above recent Strong and Very Strong El Nino year levels
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Exhibit 12: Rural economy during previous Strong and Very Strong El Nino conditions
1991-92 1997-98 2015-16 2023-24
El Nino Type Strong Very Strong Very Strong Strong
Variant Central Pacific Eastern Pacific Eastern Pacific Eastern Pacific
Rainfall Intensity Normal Normal Deficient Below Normal
Agricultural Sector GVA (% YoY) (2.0 (2.6) 0.7 2.7
Total foodgrains production (% YoY) 4.7) (3.2 0.2) 0.8
Rice (% YoY) 0.5 2.2 (1.0) 1.5
Wheat (% YoY) 1.0 4.3) 6.7 2.5
Pulses (% YoY) (14.0) (8.3) (4.8) (7.0)
WPI food (%YoY) 20.3 3.0 2.6 6.6
CPI Food & Beverages (% YoY) - - 5.1 7.0
Two wheelers sales (% YoY)* 4.1 11.5 9.5 17.7
Personal & home care products sales (% YoY)* 23.2 17.0 2.4 4.2
ACs & refrigerators sales (% YoY)* (17.8) 5.8 11.0 5.7

*listed companies’ sales via CMIE Prowess database. Source: CMIE, Elara Securities Research
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Exhibit 13: Severe El Nino likely to hit India’s agriculture in August-September 2026
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Exhibit 14: El Nino Pacific State and development of El Nino

Note: Red=hotter (>=40 degree Celsius). Source: Windy.com
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note is to provide
preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in understanding / evaluating the Proposal.
Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred to in this document. Each recipient of this
document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document
(including the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an investment. Nevertheless, Elara Securities (India) Private
Limited or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be happy to provide any information in response to specific
client queries. Elara Securities (India) Private Limited or any of its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for
any errors and/or omissions, representations or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara
Securities (India) Private Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as
principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for or solicit investment banking or
other business from any company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This Note is strictly confidential and
is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published,
copied, in whole or in part, for any purpose. This Note 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, publication, availability or use would be contrary to law, regulation or which would subject Elara Securities (India)
Private Limited or any of its affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted
by law, and persons in whose possession this document comes, should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return
all material received from the company and/or the Advisors without retaining any copies thereof. The Information given in this document is as of the date of this report and there can
be no assurance that future results or events will be consistent with this information. This Information is subject to change without any prior notice. Elara Securities (India) Private
Limited or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Elara Securities (India) Private
Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group companies, directors, employees,
agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection
with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an indication that there has been no change
in the business or state of affairs of the company since the date of publication of this Note. The disclosures of interest statements incorporated in this document are provided solely
to enhance the transparency and should not be treated as endorsement of the views expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts,
persons reporting to analysts and their family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The analyst for
this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and
no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private Limited. It is important
to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or arbitration mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India Limited [NSE] and
BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited’s business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in last five years.
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Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest in the subject
company, whereas its associate entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of 1% or more securities of the
subject company at the end of the month immediately preceding the date of publication of Research Report. Elara Securities (India) Private Limited does not have actual/beneficial
ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Associate entities of Elara
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Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
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Neither Avior US nor the Foreign Counterparty has managed or co-managed a public offering of securities for the subject company in the past 12 months, have not received
compensation for investment banking services from the subject company in the past 12 months and do not expect to receive and does not intend to seek compensation for investment
banking services from the subject company in the next three months. Avior US and the Foreign Counterparty have not owned any class of equity securities of the subject company.
There are no other actual, material conflicts of interest of Avior US and the Foreign Counterparty at the time of the publication of this Report. As of the publication of this Report, Avior
US nor the Foreign Counterparty makes a market in the subject securities.

Avior US and its affiliates, to the fullest extent permissible by law, accept no liability of any nature whatsoever for any claims, damages or losses arising from, or in connection with,
the contents of this Report or the use, reliance, publication, distribution, dissemination, disclosure, alteration or reproduction of this Report, or any views or recommendations recorded
therein.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following;: (i) exchange rates can be volatile and are subject to large fluctuations;
(ii) the value of currencies may be affected by numerous market factors, including world and national economic, political and regulatory events, events in equity and debt markets and
changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the value of the currency. Investors in
securities such as ADRs, whose values are affected by the currency of an underlying security, effectively assume currency risk.

Subject to the applicable laws, all transactions should be executed through Avior US. Aside from within this Report, important conflict disclosures can also be found at
https://aviorcapital.us/us-regulatory-disclosures/and Investors are strongly encouraged to review this information before investing.

Additional Disclaimer for UK Investors

Note that Elara Securities (India) Private Limited ("Foreign Counterparty") has concluded a MiFID II research intermediary agreement with Avior Capital Markets International Limited
(“Avior UK”), regulated by the Financial Conduct Authority (FRN: 191074), pursuant to which Avior UK distributes the Foreign Counterparty’s research in the UK, in return for which
the Foreign Counterparty pays Avior UK a percentage of the income received in relation to such research. This research report including any recommendations recorded therein
(“Report”) have been prepared by the Foreign Counterparty, and not by Avior UK.

The Report: (a) has been objectively prepared from public sources which are believed to be reliable and therefore constitutes independent investment research and is presented as
such; and (b) may only be distributed to, and relied on by, qualifying investors, who are permitted to receive same in the UK.

Securities, money market instruments, strategies, financial or investment instruments mentioned in this Report may not be suitable for all investors. The information and opinions
provided in this Report do not constitute a personal recommendation/investment advice and take no account of the investor's individual circumstances. Investors should consider
this Report as only a single factor in making any investment decisions and, if appropriate, should seek advice from an investment advisor. This Report is not an offer, or invitation by
or on behalf of Avior UK, the Foreign Counterparty, their affiliates, or any other person, to buy or sell any security.

Save as disclosed otherwise, the Foreign Counterparty’s relationship with Avior UK is not reasonably expected to impair the objective presentation of the recommendations in the
Report, including any interests or conflicts of interest concerning any financial instruments or the issuers to which the recommendations, directly or indirectly, relate. The Report is
deemed to be first disseminated at the date and time recorded on the relevant distribution platform, data network or email (as applicable), and which information is available on
request. A list of the Foreign Counterparty’s research reports disseminated in the UK over the past 12 months is also available on request.

Avior UK does not assume any responsibility or liability of any nature whatsoever arising from or in connection with the content, use, reliance or dissemination of the Report or any
recommendation in respect thereof and disclaims any such liability.

Certification by Each of the Authors of this Report

The analyst(s) (singular includes plural) (“Analyst”) certifies that the views expressed in this Report are an accurate representation of the Analyst's personal opinions on the stock or
sector as covered and reported on by the Analyst hereinabove. The Analyst furthermore certifies that no part of the Analyst's compensation was, is, or will be related, directly or
indirectly, to the specific recommendations or views as expressed in this document. The Analyst is principally responsible for the preparation of this Report and does not have any
material conflict of interest at the time of publication of this Report. The Analyst(s) has not served as an officer, director or employee of the subject company in the last 12-month
period ending on the last day of the month immediately preceding the date of publication of the Report.

Analyst Certification: In connection with the companies or securities that; each analyst identified in this Report certifies that: The views expressed on the subject companies and
securities in this Report reflect their personal views. No part of his or her compensation was, is or will be directly or indirectly dependent on the specific recommendations or views
expressed in this Report.

Note that:
0] The Foreign Counterparty is the employer of the research analyst(s) responsible for the content of this Report, and

(i) Research analysts preparing this Report are resident outside the United States and are not associated persons of any US regulated broker-dealer. Therefore, the analyst(s)
are not subject to supervision by a US broker-dealer and are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with US
rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

Avior Capital Markets US, LLC is a FINRA registered broker-dealer (CRD # 172595) formed for that purpose in the State of Delaware with its principal office at 45 Rockefeller Plaza,
Suite 2335, New York, New York 10111.

Avior Capital Markets International Limited is regulated by the Financial Conduct Authority (FRN: 191074), with its principal office at 10 South Street, Elgin, Scotland IV30 1LE.

Elara Securities (India) Private Limited is a SEBI-registered Research Analyst (Regn. No.: INHO00000933), Stock Broker (Regn. No.: INZ000238236) and Depository Participant (Regn.
No.: IN-DP-370-2018). Its registered address is One International Center, Tower 3, 21st Floor, Senapati Bapat Marg, Elphinstone Road (West) Mumbai — 400 013, India
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