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Bloodbath witnessed in domestic bourses; midcaps and smallcaps crash...

Higher taxes on equity investments and declining risk appetite among global investors amid
an increase in US bond yields saw the benchmark Sensex slide 840 points, or 2.3 per cent,
to 35,907 and the Nifty 50 index tank 256 points to 10,760. This was the worst single-day
fall since November 2016, when the Centre banned the use of high-denomination currency
notes, and the worst after-budget day performance since 2009. The broader market small
and mid-cap indices plummeted over 4 per cent each. The market slump eroded investor
wealth worth Rs 4.6 trillion, with the total market capitalisation (m-cap) of all listed
companies slipping below Rs 150 trillion. We believe that the market was concerned about
the reintroduction of the tax on long-term capital gains (LTCG) without the removal of the
securities transaction tax (STT). Also, breaching the fiscal deficit targets to allow for higher
rural spending ahead of the 2019 general elections dampened sentiment. Weakness in the
global markets with the yield on the 10-year US bond increasing to 2.8 per cent put further
downward pressure on the markets.

In FY18, so far, the mid- and small-cap indices have outperformed the frontline benchmarks
by rising 22.5 per cent and 29.7 per cent, respectively, as compared to the 21 per cent gain
in the S&P BSE Sensex till Thursday. As many as 51 stocks from the small-cap index hit
their respective 52-week lows on Friday. The list includes Allahabad Bank, Dena Bank,
Jubilant Industries, Indo Count Industries, Punjab National Bank, Ugar Sugar, Jubilant
Industries, and United Bank of India.
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Most Asian markets closed in the red, the European markets traded more than 1 per cent
lower, while the futures market pointed to a lower opening in the US market. As the yield on
the 10-year treasury moves towards 3 per cent, investors are forced to rethink their
portfolio allocation as bond markets are beginning to look attractive relative to equities. The
yield on the domestic 10-year government security rose to as much as 7.68 per cent but
managed to settle at 7.56 per cent, 4 basis points (bps) lower than the previous day’s close
but 13 bps higher than the pre-budget close. Delay in fiscal consolidation and a spike in
bond yields could put pressure on the Reserve Bank of India (RBI) to turn more hawkish,
experts said. The central bank is set to announce its rate decision on February 7.

Markets had surged in the run-up to the Budget, with the Sensex gaining 5 per cent in
January. The gains were on the back of inflows to the tune of $2 billion from overseas
investors. All the BSE sectoral indices ended with losses on Friday, with the Realty index
dropping the most at 6.3 per cent. Only 295 stocks gained, while 2,548 ended with losses
on the BSE. Among Sensex components, Bajaj Auto, Axis Bank, Maruti and Reliance
Industries fell the most at more than 4 per cent each. Overseas investors net bought shares
worth Rs 9.50 billion, while domestic investors pulled out Rs 5.10 billion, provisional data
showed.

Ajcon’s view

We believe the Finance Minister cheered the masses by focusing on the core aspects of the
economy and providing relevant allocations. However, the equity markets did not like the
introduction of Long Term Capital Gain tax. Investors have taken the Union Budget 2018 -
19 as a bitter pill. However, the Finance Minister has managed to achieve a fine balance
between the needs of growth, social development, and investor confidence by focusing on
rural and infra sectors, MSME, salaried, and retired classes - while staying on course with
fiscal consolidation. We also like the government announcement of a new health protection
scheme and allocating Rs 52,000 crore to the sector in the Budget which was also lauded by
the WHO which also said they were "significant" steps towards Universal Health Coverage
(UHC), something the global health body has been advocating for.

We believe that this Budget has holistically addressing the various priorities of the Indian
economy and would be very good for the economy as rural India will have more disposable
income in their hands which would spur up the consumption indirectly supporting corporate
India. The biggest beneficiaries of this Budget are the medium, small and micro enterprises
(MSMEs) - the units which can create massive employment opportunities.

Considering the recent correction, we believe there are many opportunities available to

investors. We recommend investors to be stock specific and consider companies with good
earnings visibility at a decent valuation.

Dr. Ashok Ajmera, FCA
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Disclaimer

Ajcon Global Services Ltd. is a fully integrated investment banking, merchant banking, corporate
advisory, stock broking, commodity and currency broking. Ajcon Global Services Ltd. 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 Ltd. 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 Ltd. or their associates are not
allowed to deal or trade in securities that the research analyst recommends within thirty days before
and 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 Ltd. 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 Ltd. 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 Ltd. While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Ltd. 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 Ltd. 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 Ltd. 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 Ltd. 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
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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 Ltd. 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 Ltd. encourages independence in research report preparation and strives to
minimize conflict in preparation of research report. Ajcon Global Services Ltd. 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 Ltd.
nor Research Analysts have any material conflict of interest at the time of publication of this report.

It is confirmed that CA Ashok Ajmera 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 Ltd. 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.

It is confirmed that CA Ashok Ajmera 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 Ltd. 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 Ltd. 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 Ltd. by any
Regulatory Authority impacting Equity Research Analysis activities.

Analyst Certification

I, CA Ashok Ajmera, 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
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.



AJCON GLOBAL

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

Corporate and Broking Division : 408 - (4" Floor), Express Zone, “A” Wing, Cello — Sonal Realty, Near Oberoi Mall and Patel’s,
Western Express Highway, Malad (East), Mumbai — 400063. Tel: 91-22-67 160400, Fax: 022-28722062

Registered Office: 101, Samarth, Off. Hinduja Hospital, 151 Lt. P.N. Kotnis Road, Mahim (West), Mumbai - 400016. Tel: 022-
24460335/36/40



