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Market wrap June 04, 2021 |

Indian equities end in red led by profit booking; Hotel stocks and select PSU Banks rally..

1) Indian Benchmark indices witnessed profit booking after a stellar run in the past one month. Broader market
continued to witness strong buying after the RBI announced a special, Rs 15,000 crore-liquidity window for sectors
like travel and toursim, tour operators, hotels, restaurants, aviation and related companies, spa clinics and beauty
parlours.

2) The S&P BSE Sensex declined by 436 points from the day's high and hit a low of 51,953. However, at the end it
recovered major losses to close at 52,100 levels, down 132 points or 0.25 per cent.

3) On the NSE, the Nifty fell by 64 points from the record high level of 15,734, touched earlier in the day, to close at
15,670 levels.

4) The benchmark indices were dragged down largely by banking and FMCG counters such as Nestle India, SBI, ICICI
Bank, HDFC Bank, HUL, Axis Bank, and Titan.

5) Overall, the Nifty Bank index was under pressure and ended 1 per cent lower, followed by the Nifty Private Bank
and FMCG indices, down 0.8 per cent and 0.4 per cent, respectively. On the upside, the Nifty Metal and Realty
indices clocked gains up to 1.6 per cent.

6) The BSE MidCap index moved up by 0.63 per cent while the BSE SmallCap index added 0.78 per cent. Both the
indices hit record peak levels of 22,540 and 24,280, respectively in intra-day trade.

Index Today's Close Prev. close Change % change Open High Low
Sensex 52,100.05 52,232.43 -132.38 -0.25 52,121.58 52,273.23 51,942.20
Nifty 15,670.25 15,690.00 -20.10 -0.13 15,712.50 15,733.60 15,622.35

Sectors and stocks
1) Shares of hotels, restaurants and its related business companies rallied up to 10 per cent on the BSE in intra-day

trade on Friday after the Reserve Bank of India (RBI) announced a separate liquidity window of Rs. 15,000 crore, to
be opened till March 31, 2022, for contact-intensive sectors. “In order to mitigate the adverse impact of the second
wave of the pandemic on certain contact-intensive sectors, a separate liquidity window of Rs. 15,000 crore is being
opened till March 31, 2022 with tenors of up to three years at the repo rate,” RBI Governor Shaktikanta Das said in
the monetary policy statement. “Under the scheme, banks can provide fresh lending support to hotels and restau-
rants; tourism - travel agents, tour operators and adventure/heritage facilities; aviation ancillary services — ground
handling and supply chain; and other services that include private bus operators, car repair services, rent-a-car ser-
vice providers, event/conference organizers, spa clinics, and beauty parlours/saloons,” the statement said. Follow-
ing the announcements, the stock of Indian Hotels hit a fresh 52-week high of Rs. 143.75, up 6 per cent on the BSE
on the back of nearly two-fold jump in trading volumes. Royal Orchid Hotels surged 10 per cent to Rs. 92.70, fol-
lowed by Taj GVK Hotels & Resorts (8 per cent to Rs 147.20), EIH (up 7 per cent to Rs 118.50) and Lemon Tree Ho-
tels (up 5 per cent to Rs 45).

2) Shares of Power Mech Projects were up by 16 per cent to Rs. 725, also its 52-week high, on the National Stock Ex-
change (NSE) in Friday's intra-day trade after HDFC Mutual Fund (MF) bought nearly 1 per cent stake in the con-
struction and engineering company via open market. HDFC MF, on June 3, purchased 130,000 shares, representing
0.88 per cent stake, in Power Mech Projects for Rs 8.22 crore. The mutual fund had bought these shares at price of
Rs. 633 per share via block deals on the NSE, exchange data shows. The names of the sellers, however, could not
be ascertained immediately. Power Mech Projects Limited (PMPL) is primarily engaged in business of providing engi-
neering and construction services with focus on power and infrastructure industries. PMPL provides various services
which primarily include erection, testing & commissioning of coal based power projects complete with boilers, tur-
bines and generators (ETC-BTG) and balance of plant (BOP) for sub-critical, super-critical and ultra-mega power
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plants (UMPPs), civil work and operations & maintenance of power plants. However, since FY17, PMPL has expanded

its service offerings to non-power segments such as railways, transmission & distribution, development of industrial
buildings, etc. PMPL has executed major projects across India for various clients such as Bharat Heavy Electricals
Limited (BHEL), NTPC Limited, independent power producers (IPPs) and state generation utilities. The company also
has presence in Middle East, South Asia and Africa via subsidiaries and Joint Ventures.

Shares of Larsen & Toubro (L&T) were up 2 per cent at Rs. 1,538 on the BSE in intra-day trade on Friday in an
otherwise range-bound market. The stock of the construction & engineering major was trading at its highest level
since March 12, 2021. It was hovering close to its all-time high level of Rs. 1,593 touched on February 2, 2021.
L&T has outperformed the market by surging 15 per cent in the past one month on expectations of healthy orders
from both domestic and international markets. In comparison, the benchmark index was up 7.3 per cent during the
same period. While announcing its March quarter results on May 14, L&T management said it is witnessing good
ordering traction from segments such as Metro, Railways, Roads, Expressways, Water, Renewables and Power T&D.
It guided for low to mid-teen growth in revenues and order inflow for FY22. The management indicated that the
tender pipeline remains strong at Rs 9.6 trillion for FY22, comprising of domestic orders worth Rs 6.6 trillion and
international orders of Rs 3 trillion. L&T has improved its Balance Sheet strength over growth during the second
COVID wave. While COVID 2.0 has brought on similar challenges as last year, construction activity has been
ongoing unlike last year and hence, the impact should be lower than last time.

Shares of Bharat Forge were up by 8 per cent to Rs. 749, also its 52-week high on the BSE in intra-day trade on
Friday after the company reported a consolidated profit after tax of Rs. 212 crore for the March quarter (Q4FY21),
on healthy sales income. The auto ancillary company had posted a loss of Rs. 68.6 crore in Q4FY20. The stock had
hit a record high of Rs 800 on March 1, 2018. The company’s revenue from operations grew 19.6 per cent to Rs.
2,083 crore in Q4FY21, as against Rs. 1,742 crore in the year-ago quarter. Despite cost inflationary pressures,
EBITDA has increased by 310 basis points, the company said. "During the quarter, the company has been declared
as the successful bidder for Sanghvi Forgings based in Vadodara. This enhances the company’s footprint in India
and builds upon our industrial product manufacturing capabilities. The company recently also secured an order from
the government for development and supply of components and products and the same shall be executed by end of
September 2021," the firm said. The company’s management expects robust demand to continue in major segment
in the export business. The lockdown in India to curtail the spread of Covid has clearly had an impact on demand
and production in the automotive sector, it said. However, the management is optimistic that this weakness is
temporary in nature and will withess growth in India as business activities normalize. “The balance sheet at end of
the financial year 2020-21 (FY21), continues to be robust with a significant level of liquidity. Operating cash flows
were strong in FY21 and will improve further in FY22. Return ratio will normalize towards the 20 per cent range with
improvement in asset utilisation in the coming years,” B.N. Kalyani, chairman & managing director of Bharat
Forge said.

Key recent major developments..
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The Reserve Bank of India (RBI) kept repo rate unchanged for the sixth consecutive time at 4 per cent and
maintained the policy stance as Accommodative. The six-member monetary policy committee (MPC), however,
revised the growth projection downward to 9.5 per cent from 10.5 per cent for the current financial year and revised
the inflation projection upward to 5.1 per cent. “The MPC also decided unanimously to continue with the
accommodative stance as long as necessary to revive and sustain growth on a durable basis and continue to
mitigate the impact of COVID-19 on the economy, while ensuring that inflation remains within the target going
forward,” said RBI governor Shaktikanta Das while announcing the policy review decision.

Furthermore, RBI announced the third tranche of bond buying worth Rs. 40,000 crore under G-SAP 1.0. It also
announced G-SAP 2.0, under which it will buy bonds worth Rs 1.2 trillion. The central bank will also buy bonds
issued by state governments, unlike G-SAP 1.0 that was only for central government securities. Post the
announcement, 10-year government bond yields hardened by 0.4 per cent to top 6 per cent-mark while the
equity markets gave up their gains.

Government think tank Niti Aayog has submitted to the Core Group of Secretaries on Disinvestment the finalised
names of PSU banks to be privatised in the current fiscal as part of the disinvestment process, a senior government
official said. Niti Aayog has been entrusted with the task of selection of names of two public sector banks and one
general insurance company for the privatisation as announced in the Budget 2021-22. "We have submitted the
names (of PSU banks) to the Core Group of Secretaries on Disinvestment," the official said.
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Moody's said it expects the damage to the economy from the second wave of Covid-19 and the ensuing lockdowns

to be restricted to the April-June 2021 quarter. Taking the slowdown into account, it now expects India's GDP in the
fiscal year ending March 2022 to grow at 9.3 per cent and at 7.9 per cent in FY23. According to global rating
agency Fitch Solutions, the impact of the second Covid-19 wave on rated Indian firms is expected to be
manageable, as most companies' credit profiles are supported by their strong market positions, adequate balance
sheets, liquidity and diversified operations.

India's gross domestic product (GDP) grew at 1.6 per cent in the January-March quarter of fiscal year 2020-21, but
witnessed a contraction of 7.3 per cent for the entire fiscal year, showed government data on Monday. This is the
first full-year contraction in the Indian economy in the last four decades since 1979-80, when GDP had shrunk by
5.2 per cent. However, this is also the second straight quarter of expansion amidst COVID-19 crisis. India’s GDP fig-
ures showed the growth at 3 per cent in Q4 of FY20, while growth for FY20 came at 4 per cent, an 11-year low. Ac-
cording to the National Statistical Office data, gross value added (GVA) growth in the manufacturing sector accelem
rated to 6.9 per cent in the fourth quarter of 2020-21 compared to a contraction 4.2 per cent a year ago.

The Centre’s fiscal deficit for the financial year 2020-21 settled at 9.2 per cent of the gross domestic product, mar-
ginally below the government’s revised target of 9.5 per cent. This was on the back of better-than-expected reve-
nue receipts with expenditure staying broadly at the level targeted in the revised estimates of the Budget. In abso-
lute terms, India’s fiscal deficit was Rs. 18.21 trillion, about Rs. 27,194 crore lower than the projected Rs. 18.48 tril-
lion, as per the provisional estimates released by Controller General of Accounts. The fiscal deficit of 9.2 per centhas
been estimated based on provisional estimates for FY21 GDP of Rs 197.46 trillion. The Centre had revisedits fiscal
deficit target in the Budget from 3.5 per cent to 9.5 per cent due to increased expenditure on various schemes
announced by the government to tide over the Covid-19 pandemic, and a sharp shortfall in revenue re-ceipts (both
tax and non-tax).

Data released by IHS Markit showed that domestic factory orders and production slowed to a 10-month low in May
as most states restricted businesses amid localised lockdowns. The Manufacturing PMI slipped to 50.8 in May
against 55.5 in April, making it one of the steepest fall.

Ajcon Global’s observations and view
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Today, profit booking was witnessed after a stellar run in the past one month. The sentiments continue to remain
good in market led by declining COVID-19 cases in the second wave with recoveries surpassing new cases on a daily
basis, positive GDP figure, talks of US$6 trillion stimulus package by Biden administration and strong Q4FY21 result
by majority of the Companies so far with good management commentary for the future. In addition, investors are
hopeful, that vaccine shortages will be resolved in some months as vaccine manufacturers’ ramp up supplies. The
entry of new vaccines is also expected to ease the supply crunch. India has given the first dose of covid antidote to
22.41 crores beneficiaries in the nationwide vaccination till date. According to a government official, two billion
doses of Covid-19 vaccines will be made available in the country between August and December, enough to
vaccinate the entire population.

Key domestic factors like record GST collections in April 2021, positive GDP data, good proposals presented in Union
Budget 2021-22 will always keep bulls in the hunt for long term. Improved US GDP data, talks about US$6 trillion
package in US, and reduced unemployment rate in US will also support bulls. The Nifty valuations are trading in the
range of 35x-40x. Q4FY21 results season has been good so far led by SBI, Asian Paints, Reliance Industries, L&T,
Hindustan Unilever, Bajaj Finserv, Bajaj Finance, Shriram Transport Finance, SAIL, Tata Steel, Tata Elxsi, Tata
Coffee, UPL, Siemens, Bosch, Borosil Renewables, Orient Electric, Godrej Consumer Products, HDFC Life, SBI Cards,
Castrol, Marico, Torrent Pharma, Birla Corp, Container Corporation of India, DCB Bank, Bank of Maharashtra, Dr. Lal
Path Labs, Lux Industries, Indoco Remedies, Angel Broking, TCI, TCI Express, Shakti Pumps etc. No doubt Q4FY21
results have been strong and encouraging but the second wave of COVID-19 would impact Q1FY22 results to some
extent.

Going ahead, investors will keep an eye on announcements by various states with regards to Unlock and relaxations
on COVID-19 restrictions which will propel economic activity. We recommend investors to look out for stock specific
opportunities. We are in the fag end of the result season. Investors will continue to track ongoing Q4FY21 earnings.
season and management commentary on future scenario.
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Disclaimer

Ajcon Global Services Limited is a fully integrated investment banking, merchant banking, corporate advisory, stock
broking, commodity and currency broking. Ajcon Global Services Limited research analysts responsible for the preparation
of the research report may interact with trading desk personnel, sales personnel and other parties for gathering, applying
and interpreting information.

Ajcon Global Services Limited is a SEBI registered Research Analyst entity bearing registration Number INHO00001170
under SEBI (Research Analysts) Regulations, 2014.

Individuals employed as research analyst by Ajcon Global Services Limited or their associates are not allowed to deal or
trade in securities that the research analyst recommends within thirty days before and within five days after the publication
of a research report as prescribed under SEBI Research Analyst Regulations.

Subject to the restrictions mentioned in above paragraph, We and our affliates, officers, directors, employees and their
relative may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or
derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage.

Ajcon Global Services Limited or its associates may have commercial transactions with the Company mentioned in the
research report with respect to advisory services.

The information and opinions in this report have been prepared by Ajcon Global Services Limited 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 Ajcon Global Services Limited While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Limited is under no obligation to
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Ajcon
Global Services Limited from doing so. 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. Ajcon Global Services Limited 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. Ajcon Global Services Limited 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. Ajcon Global Services Limited 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.

Ajcon Global Services Limited encourages independence in research report preparation and strives to minimize conflict in
preparation of research report. Ajcon Global Services Limited 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 Ajcon Global Services Limited nor Research Analysts have any material conflict of interest at the time of
publication of this report.

It is confirmed that Akash Jain - MBA (Financial Markets) or any other Research Analysts of this report has not received any
compensation from the company 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.

Ajcon Global Services Limited or its subsidiaries collectively or Directors including their relatives, Research Analysts, 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.
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It is confirmed that Akash Jain — MBA (Financial Markets) research analyst or any other Research Analysts of Ajcon Global

do not serve as an officer, director or employee of the companies mentioned in the report.

Ajcon Global Services Limited 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 Ajcon Global Services Limited 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 Ajcon Global Services Limited by any Regulatory Authority
impacting Equity Research Analysis activities.

Analyst Certification

I, Akash Jain MBA (Financial Markets), research analyst, author and the names subscribed to this report, hereby certify that
all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. I also
certify that no part of compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or
view (s) in this report.

For research related queries contact:

Mr. Akash Jain - Vice President (Research) at, research@ajcon.net
CIN:L74140MH1986PLC041941

SEBI registration Number: INHO00001170 as per SEBI (Research Analysts) Regulations, 2014.

Website: www.ajcononline.com

Registered and Corporate office
408 - (4™ Floor), Express Zone, “A” Wing, Cello - Sonal Realty, Near Oberoi Mall and Patel’s, Western Express Highway,
Goregaon (East), Mumbai - 400063. Tel: 91-22-67160400, Fax: 022-28722062



