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Mr. Ashok Ajmera, CMD 

Mr. Ajmera’s column as on Aug 03, 2015 

All eyes on RBI’s monetary policy; markets remained flat amid mixed cues..  

The Indian equity markets closed flat during the weekly trade ended July 31, as investors 

were awaiting clarity on the number of regulatory issues and international outcome. The 

foreign institutional investors (FIIs) have been the net sellers of the Indian stocks to the 

tune of Rs. 2188.05 crore as on July 29, 2015 and the domestic investors bought Indian 

shares worth a net of Rs1220.50 crore as on July 28, 2015. 

However, the volatile week closed without a bang as investors were pacified by various 

government clarifications and reform plans. 

The barometer index of the Indian equity markets, the 30-scrip sensitive index (Sensex) of 

the S&P Bombay Stock Exchange (BSE) gained marginally by 2.25 points during the week 

under review. 

The index closed at 28,114.56 points in the week under review from the previous closing of 

28,112.31 points on July 24. 

The flattish movement came a week after the barometer index fell by 351 points or 1.23 

percent to 28,112.31 points during the week ended July 24. 

Initially investors were wary about the US Fed's decision on interest rates and the future 

and options expiry (F&O). However, both the events came in line and better-than-expected 

for the markets. The US Fed'S decision to keep the rate intact and not giving out any 

hawkish commentary buoyed Indian markets. The the FOMC (Federal Open Market 

Committee) did recognise the growth in US jobs and house sales. 
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According to us, other factors like the proposal to regulate foreign funds, worries over 

retrospective taxes and a crash in Chinese markets further fuelled investor anxiety. 

The barometer index lost over 650 points on Monday and Tuesday last week. The main 

reason for the fall emanated from the recommendations made by the Special Investigation 

Team (SIT) appointed by the Supreme Court on black money. 

The SIT had recommended that the participatory note, or P-Note, route of overseas funds 

investing in Indian stocks be stringently regulated. 

However, the markets stabilised after both the government and the regulator SEBI 

(Securities and Exchange Board of India) clarified that the SIT did not recommend a ban on 

P-Notes. 

The government's clarification on the recommendations made by the Justice A.P. Shah 

committee on minimum alternate tax (MAT) and the P-Notes calmed investors' anxiety. 

Healthy roll-over from expiry of July derivative contracts and announcement of Rs.70,000 

crore in PSBs (public sector banks) in the next four years boosted markets in the later 

stages of the week. The news of capital infusion in the banking sector by the government 

lifted the banking index which drove prices. The mild up-tick in the roll-over of F&O 

positions after expiry showed that investors were gaining confidence. 

Key developments 

Manufacturing activities rose to a six-month high in July as orders from both domestic and 

overseas markets shot up, showed widely-tracked Nikkei purchasing managers' index (PMI) 

on Monday. But even then firms reduced jobs, though moderately. PMI increased to 52.7 

points in July, from 51.3 in the previous month. It was highest since January's 52.9 points. 

A reading above 50 shows expansion and the one below means contraction.  The data which 

came a day before the RBI monetary review also showed that while input inflation rose 

marginally, output inflation remained stagnant. 

Both the output and new orders led to the rise. Markit Economics, which compiles PMI, said 

output continued to grow in July, with increases seen across sectors. Moreover, the overall 

rate of expansion was solid and faster than in June. Underpinning the rise in production 

levels was a sharper increase in new business inflows. In fact, growth of new orders 

gathered pace across the three broad areas of the manufacturing economy.  

The PMI survey covers 300 companies. The index takes into account, output, orders, 

employment, stocks of items purchased, suppliers' delivery times. Anecdotal evidence 

highlighted stronger demand from both domestic and foreign clients. 

http://www.business-standard.com/search?type=news&q=Manufacturing
http://www.business-standard.com/search?type=news&q=Pmi
http://www.business-standard.com/search?type=news&q=Rbi
http://www.business-standard.com/search?type=news&q=Inflation
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Growth of new export business accelerated in July and was the most pronounced in five 

months. Panellists reported having been able to secure new contracts in tandem with 

successful price negotiations with clients. 

But the data on exports doesn't seem to be in sync with official figures. Merchandise exports 

declined for the seventh consecutive month in June. 

Despite the uptick in growth, manufacturers continued to cut workforce numbers in July. 

Nonetheless, the rate of job shedding was only marginal as around 96% of panellists 

reported no change in employment from the levels recorded in the prior month. 

Although the latest data suggests that the manufacturing upturn gained traction, worries 

regarding the labour market persist. Continued job shedding highlights the concern felt by 

businesses towards the outlook, with firms failing to increase workforce numbers to any 

great extent since early 2014. 

 

Ajcon’s view 

 

The markets are optimistic of a rate cut given the fact that there has been only a slight up-

tick in inflation and the monsoon has performed better-than-expected.India Inc. is 

demanding a rate cut as it believes that this may be the last time in this calendar year for 

RBI to ease lending before inflation spirals up again and the US Fed decides on its own rates 

in September. 

On the political front, developments during the ongoing monsoon session of Parliament will 

be closely watched. The Union Cabinet on 29 July 2015, reportedly approved amendments 

to the Goods and Services Tax (GST) bill to compensate states for revenue loss for five 

years on introduction of the uniform nationwide indirect tax regime, as has been suggested 

by Rajya Sabha Select Committee. The monsoon session of Parliament concludes on 13 

August 2015.  

We recommend accumulation in fundamentally strong midcap stocks available at attractive 

valuations in PSU Banking & Financial Services, Infrastructure, Real Estate, Engineering, 

Automobiles, Capital Goods, Packaging, Logistics and Pharma. 

PMI manufacturing  

July,14 Aug,14 Sept,14 Oct,14 Nov,14 
Dec, 

14 
Jan,15 Feb,15 Mar,15 Apr,15 May,15 Jun,15 Jul,15 

53 52.4 51 51.6 53.3 54.5 52,9 51.2 52.1 51.3 52.6 51.3 52.7 

Note: Reading above 50 points is expansion and the one below 50 is contraction. 

Source: Markit Economics  
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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 registered as Research Analyst with SEBI bearing registration Number 
INH000001170 as per 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.  
 
We and our affliates, officers, directors, employees and their relative may: (a) from time to time, have 
long or short positions in act as a principal in, and buy or sell the securities or derivatives thereof, of 
company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities 
and earn brokerage.  
 

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 
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. or its associates have not received any compensation from the companies 
mentioned in the report during the period preceding twelve months from the date of this report for 
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services in respect of managing or co-managing public offerings, corporate finance, investment 

banking or merchant banking, brokerage services or other advisory service in a merger or specific 
transaction.  

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, research analyst of this report have not received any 

compensation from the companies 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 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.  
 
This report 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 
Ajcon Global Services Ltd. and affiliates to any registration or licensing requirement within such 
jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to 
certain category of investors. Persons in whose possession this document may come are required to 
inform themselves of and to observe such restriction. 

 

For research related queries contact:   

Mr. Akash Jain – Vice President (Research) at research@ajcon.net 

CIN: L74140MH1986PLC041941 

Website: www.ajcononline.com 

Corporate and Broking Division : 408 - (4th Floor), Express Zone, “A” Wing, Cello – Sonal Realty, Near Oberoi Mall and 

Patel’s, Western Express Highway, Malad (East), Mumbai – 400063. Tel: 91-22-67160400, Fax: 022-28722062 
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Registered Office: 101, Samarth, Off. Hinduja Hospital, 151 Lt. P.N. Kotnis Road, Mahim (West), Mumbai – 400016. Tel: 

022-24460335/36/40  
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