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i Market wrap May 22, 2020

Domestic bourses remain under pressure as Financials decline on RBI's commentary..

The Benchmark indices declined after RBI's commentary with regards to extension of moratorium on loan repayments by
three more months and finally ended in the negative territory on Friday.

The RBI today decided to cut the policy rate by 40 basis points from 4.4 per cent to 4 per cent. The reverse repo rate has
been reduced to 3.35 per cent to reduce the impact of COVID-19 on the economy. For the working capital facilities, the
interest payment has been deferred by another three months, in-line with extension of moratorium on term loans. The
accumulated interest for the deferment period can be covered into a funded interest term loan payable be end of the
current fiscal. Thus, borrowers need not pay accumulated interest in one shot immediately after the deferment period,
which is a big relief for them.

The S&P BSE Sensex declined by 260 points or 0.84 per cent to settle at 30,672.59. HDFC, HDFC Bank, ICICI Bank, and
Axis Bank contributed the most to the Sensex's fall. On the other hand, IT majors, Infosys and TCS, supported the index.

Nifty ended at 9,039, down 67 points or 0.74 per cent.

Nifty Bank today declined by over 2.5 per cent to 17,279 levels while Nifty Private Bank declined around 3 per cent to
9,421.55 points, with 8 out of 10 constituents ending in the red.

On a weekly basis, Sensex was down by 1.36 per cent and Nifty declined by 1 per cent.
Markets will remain closed on Monday, May 25 on account of Eid al-Fitr.

Crude oil
Crude oil prices declined over 5 per cent towards $34 a barrel on worsening relationships between the United States and
China, and doubts grew about the pace of demand recovery from the coronavirus crisis.

Sectors and stocks

Reliance Industries Limited (RIL) on Friday announced that KKR will invest Rs. 11,367 crore in Jio Platforms. This
transaction values Jio Platforms at an equity value of Rs. 4.91 trillion and an enterprise value of Rs. 5.16 trillion. This is
KKR'’s largest investment in Asia and will translate into a 2.32 per cent equity stake in Jio Platforms on a fully diluted basis.
Over the last month, leading technology investors, such as, Facebook, Silver Lake, Vista, General Atlantic and KKR have
announced aggregate investments of Rs 78,562 crore into Jio Platforms. "I am delighted to welcome KKR, one of the world's
most respected financial investors, as a valued partner in our onward march to growing and transforming the Indian digital
ecosystem for the benefit of all Indians," said RIL Chairman Mukesh Ambani.

Shares of Escorts hit 52-week high of Rs. 919, up 4 per cent on the BSE on Friday, on expectations that the tractors sales
could recover sooner than other segments. The stock price breached its previous high of Rs. 914.40 touched on February
19, 2020 in the intra-day trade. The stock of the commercial vehicle maker has rallied 16 per cent in the past six trading
days after the company delivered strong operating performance in the January-March quarter (Q4FY20) amid a tough
environment. The Company’s EBITDA witnessed a rise of 2.5 per cent year-on-year (YoY) basis to Rs. 194 crore, while
EBITDA margin, adjusted for one-offs, expanded 50bps YoY to 12.1 per cent against analyst estimate of around 10.5 per
cent during the quarter. Revenue, however, fell 15 per cent YoY to Rs 1,380 crore in Q4YF20 due to poor performance by
construction equipment segment. The management said good harvest, increased procurement by respective governments
and their focussed support to farming and prediction of good monsoon will enable quick revival across farm ecosystem.
Moreover, the management is optimistic for the forthcoming quarters and hopes that the collective efforts will help in
containing the crisis and the global economy will be on its strength soon again.

Shares of SBI Cards and Payment Services declined by 9 per cent to Rs. 495 on the BSE on Friday after the Reserve Bank of
India (RBI) today announced an extension of the moratorium on loan EMIs by three months. The RBI commentary indicates
that the stress in the economy on both demand and supply is likely to continue. The non-banking finance company's stock
was trading at its lowest level since listing on March 16, 2020. It has fallen below its previous low of Rs 501 touched on
April 16, 2020. The stock has now fallen 34 per cent against its issue price of Rs 755 per share. SBI Cards witnessed a 71
per cent year-on-year (YoY) decline in pre-tax profit at Rs. 112 crore in March 2020 quarter (Q4), due to additional bad loan
provisioning of Rs 489 crore factoring in Covid-related disruption. The management of the company said the current quarter
will get impacted because they are not able source new cards, and the collections are also down.
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Shares of Bandhan Bank declined by 6.5 per cent to Rs. 197 on the BSE on Friday after the private sector lender said its
services have been impacted in some areas of West Bengal and Odisha due to Amphan and the cyclone is likely to impact
business worth Rs. 260 crore. The stock has declined by 11 per cent in the past two trading days. Cyclone Amphan struck
five districts in southern West Bengal and northern coastal Odisha starting in the afternoon of May 20 and lasting till the
wee hours of the morning of May 21. “As per the initial assessment, in our areas of operations, 49 banking units (micro
banking outlet) in five districts were impacted of which 45 are operational today,” the Kolkata-headquartered Bandhan
Bank said in a regulatory filing on Tuesday after market hours. The bank further said, it could continue operations in all but
five branches in the affected districts. Where the outlets could not continue services, it was due to issues in accessibility.
The bank expects these outlets to resume operations shortly. As per Bank’s estimate, the business of around 65,000 of its
micro banking borrowers, amounting to an exposure of approximately Rs. 260 crore, could be impacted due to the cyclone.
The major impact has been in the district of South 24 Parganas. In our experience of Fani, the cyclone that caused large
scale damage in Odisha in May 2019, the impacted portfolio took 3 to 6 months to achieve normalcy, aided by the
committed workforce and customer loyalty. On the back of this experience, we expect the Amphan affected portfolio to
regularise by Q3 of FY21, it added.

Shares of India Cements have been rallying since the Damani’s family increased their stake in the company by over 15
percentage points in the January-March quarter. The stock today hit a 2-year high of Rs. 134.40, up 6 per cent, on the BSE
in an otherwise weak market and was trading at its highest level since May 9, 2018. In the past six trading days, it has
rallied 33 per cent. On May 14, 2020, India Cements announced that Radhakishan S Damani, promoter of D-Mart
supermarkets' chain, along with Gopikishan S Damani, has increased the stake in the company to 19.89 per cent at the end
of the March quarter.

Global markets

Global equities declined on Friday as China moved to impose a new security law on Hong Kong after last year’s pro-
democracy unrest, further straining fast-deteriorating US-China ties. Additionally, news that China has dropped its annual
growth target for the first time added to concern about the fallout from the COVID-19 pandemic.

Hong Kong's Hang Seng index declined by more than 5 per cent to a seven-week low, MSCI's broadest index of Asia-Pacific
shares outside Japan fell 2.7 per cent.

Japan's Nikkei was down by 0.8 per cent, while US stock futures fell almost 1 per cent -- pointing to a weak open for Wall
Street.

Ajcon Global’s view

As expected the domestic bourses were under pressure and will continue to remain volatile. The disappointment of no relief
package for middle class who are also affected significantly in COVID-19 crisis will also remain an overhang. Earlier, the RBI
had announced a three-month EMI moratorium on term loans for the people (interest under the EMIs will have to be paid
later), but the middle class section wants to be extended.

Certain announcements by Finance Ministry were not taken well by street participants with regards to measures like MSME
loan not being interest free, ambiguity with regards to MSMEs who do not have an existing credit facility, market sentiments
getting affected as the reduction in rate of TDS to increase liquidity in the system was announced as part of stimulus
package etc. The later part of the measures of Tranche 4 and 5 were long term in nature and street was expecting
immediate relief.

The announcements with regards to MSMEs in first tranche of Stimulus Package like Emergency Working Capital Facility for
MSMEs and small businesses worth Rs. 3,00,000 crores + Subordinate debt for stressed SMEs worth Rs. 20,000 crores +
Fund of Funds for MSME worth Rs. 50,000 crores has not been yet implemented and the Cabinet has approved the same
yesterday. The Bankers are still formulating their policy. This delay in reaching the money in hands of MSMEs and small
businesses is causing great inconvenience and problem to MSMEs.

We believe the real stimulus would have been:
1) Waiver of interest on MSME loans for 4 to 6 months
2) Interest subvention of at-least 4 percent on all other borrowers
3) Non refundable payroll subsidy equal to at-least 4 months’ salary to small business and MSMEs
4) Loans up to 4 months of working capital to all the non borrower small businesses and MSMEs at concessional
interest rate of 7 percent pa.
5) Reduction in the Income Tax rates of flat 15 percent on all non salaried individuals, small businesses and MSME
6) Waiver from advance tax payment for FY 20-21 (AY 21-22)
7) Deferment of GST payment for small businesses & MSMEs till 30th September, 2020
8) No deduction and payment of TDS until 30th September, 2020
9) Interest free Working capital assistance equal to 6 months expenses to all the non borrower business enterprises
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10) Direct credit of at least Rs. 10,000 each to daily wage workers and farmers

Sectors like Pharma and Healthcare, Speciality Chemicals, Insurance, E-Commerce, Companies with innovative business
models especially in facility management, housekeeping and digital space would benefit from the COVID-19 crisis while
sectors like over leveraged NBFCS including micro finance, real estate, construction, hospitality, tourism and aviation sector
would be affected significantly. We advise investors to not lose hope in Indian equities as historically it is proven that
market do witness recovery post an epidemic. Historically, Indian equities have always bounced back strongly post a Black
swan and key events like Global Recession (1986-88), Gulf War/India Fiscal Crises (1990-91), Harshad Mehta Scam (1992-
93), Stock Market fall (1994-96), 97 Market Meltdown (1997-98), Dot-Com Bubble (2000-01), Central Election Results
(2004), High Inflation (2006), Global Financial Crisis (2008), European Sovereign Debt Crises (2010-11) in the past ranging
from a fall of 11 percent to 65 percent and bouncing back in three years time frame by ~73 percent to 300 percent in the
above events. Globally in the past, during the Great Depression, the US market declined steeply and made record highs
later on. Any news of faster discovery and launch of vaccine for COVID-19 may fuel the market. We recommend value
buying only in high quality stocks gradually at every decline for building a long term portfolio.
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Disclaimer

Ajcon Global Services Limited is a fully integrated stock broking, investment banking, merchant banking, corporate
advisory, 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 INH000001170
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, 022-67160431 (D)

CIN: L74140MH1986PLC041941

SEBI registration Number: INH000001170 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



