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Buoyancy in market continues; recommend investors to be stock specific..

The benchmark indices on both major stock exchanges had their fourth straight weekly gain
on Friday, both closing at record highs. On the BSE, the Sensex gained 135.7 points or 0.4
per cent to close at 31,273. On the National Stock Exchange, the Nifty closed at 9,653, up
37.4 points or 0.4 per cent.

The broader markets reflected a similar trend, with the BSE mid-cap and small-cap indices
going up by 0.7 per cent and 0.5 per cent, respectively. The Sensex gained nearly one per
cent during the week and has advanced nearly five per cent in the past month.

The rally was led by Hero MotoCorp's stock, up three per cent on the back of strong sales
numbers in May. Shares of Cipla and Adani Ports went up by 2.6 and 2.1 per cent,
respectively.

Key developments

After years of decline, Indian exports to China rose sharply in the first four months of this
year registering a 20 percent increase to USD 5.57 billion, though the trade deficit
continued to persist. Indian exports received a major boost mainly due to China increasing
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the steel consumption by importing big quantity of iron ore as well as gems and diamonds
besides cotton materials. The India-China trade grew by six percent to USD 26.02 billion
from January to April this year, according to the data of China's customs accessed by PTI
here. As per the data, the Indian exports have gone up to USD 5.57 billion, registering a 20
percent increase. China's exports to India too amounted to USD 20.45 billion, a 14 percent
raise.

The government on Wednesday said it has achieved the fiscal deficit target of 3.5 percent of
GDP in 2016-17. "Fiscal deficit is 3.51 percent of GDP or Rs 5.35 lakh crore in 2016-17," the
Controller General of Accounts (CGA) said while releasing the provisional accounts for the
last financial year. For 2017-18, the government aims to further bring down the fiscal deficit
gap between expenditure and revenue up to 3.2 percent. The CGA further said that revenue
deficit during the last fiscal was 2.02 percent of GDP. As per the provisional data, the fiscal
deficit in April 2017 was Rs 2.05 lakh crore, which is 37.6 percent of the Budget estimate,
as against 25.7 percent in last year.

RCom’s lenders have agreed to a seven-month moratorium on its debt obligations, giving
the company time until December to sell its towers to Canadian asset manager Brookfield
Infrastructure Group and merge the wireless business with Aircel, Ambani said. The
proceeds for these transactions will help the company reduce debt by 60 per cent, he said.

Global Markets

The best performing countries are mostly beaten down debt-ridden high-risk one like
Argentina and Greece while the other performers are emerging markets with Turkey, India
and Poland being the respective ones from peripheral Europe and Asia.

The Hang Seng (Hong Kong) index has been a recent performer and showcases the
preference for Chinese stocks listed there rather than the Chinese Index which has grossly
underperformed.

Ajcon’s view

At current levels, Nifty is valued at a P/E of 23x on trailing twelve months earnings which
we believe is on a higher side. Nifty has been on a upmove since seen rally in last 4-5
weeks. We believe this was mainly due to liquidity infused by DIIs.

There is strong positive sentiment among investors inspite of weak macro economic
indicators i.e slower GDP growth due to ample liquidity, with stable inflow from both
domestic and foreign institutions. Institutional buying is expected to continue, as domestic
mutual funds still get impressive flow. As for foreign funds, India is expected to receive
good inflow, owing to the positive risk appetite of investors. Mutual funds have purchased
shares worth Rs 11,224 crore from the Indian markets in the year so far. Foreign
institutions bought shares worth Rs 51,200 crore ($8 billion) in the first five months.

Demonetization proved most critics wrong and turned out to be the blessing in disguise for
the mutual fund industry. The flows into SIP (systematic investment plans) from November
2016 after the demonetization event have been the highest ever witnessed since the launch
of mutual funds and are gaining traction month on month despite the indices touching new
highs.
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We expect a recovery in corporate earnings to be the key headwind in the medium to long
term. Although the markets have scaled new heights in the past two years, growth in
earnings per share (EPS) has been flattish. We believe at current levels it is risky to enter
expensive midcaps and smallcaps and rather advise profit booking. A sharp fall in the
market is not ruled out after a short term further rally.

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

CA Ashok Ajmera
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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
INHO00001170 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
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
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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.
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