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Investors disappointed with certain provisions of Union Budget 2019-20; domestic
bourses end in red..

On Friday, domestic bourses plunged on Friday as Union Budget for 2019-20 failed to cheers
investors with certain provisions. Even though the markets opened higher with the
benchmark S&P BSE Sensex zooming past the 40,000 mark to hit 40,032, the index fell
over 500 points from the highs. The main reason for the fall can be attributed to the key
development in Union Budget 2019 -20, wherein the finance minister has asked SEBI to
consider to reduce maximum promoter shareholding from current level of 75% to 65%.
Meaning thereby, minimum public shareholding for listed companies has to be increased
from current level of 25% to 35%.

The S&P BSE Sensex closed 395 points, or 0.99 per cent, lower at 39,513 levels with the
YES Bank, NTPC and Mahindra & Mahindra being the top laggards. The broader Nifty50
index tanked 136 points, or 1.14 levels, to end at 11,811 levels.

In the broader market, S&P BSE Mid-Cap ended 208 points, or 1.39 per cent, lower at
14,726 levels while the S&P BSE Small-Cap dipped 195 points, or 1.36 levels, to settle at
14,142 levels.

Sectorally, all the indices ended in the red except Nifty PSU bank and Nifty Bank index that
gained after the finance minister announced that the government will pump in Rs. 70,000
crore into public sector banks (PSBs) to strengthen them and enhance their lending
capacity.

Metals, realty and auto counters were the biggest losers after the Budget proposed import
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duty hike for auto-parts, metals and other equipment used for manufacturing capital goods.
Each index slipped over 3 per cent. PSU Bank index closed 0.18 per cent higher after
gaining nearly 4 per cent intra-day on government's proposal to recapitalize banks.

Key highlights of Union Budget 2019-20

Vision for 2024 - The Government’s Vision is to become US$5 trillion economy driven by
‘virtuous cycle’ of investment with focus on infrastructure development, digital economy,
MSMEs.

Much needed recapitalization for banks: Public Sector Banks (PSBs) proposed to be
further provided Rs. 70,000 crore capital to improve advances growth. Reforms will also be
undertaken to strengthen governance.

Push for infrastructure development: The Finance Minister has laid focus on
infrastructure covering the entire gamut of roads, railways, inland waterways, housing, one
power grid, gas grids and regional airports. According to the Budget proposals, the Union
government will carry out a comprehensive restructuring of the national highways
programme to ensure that the national highway grid of desirable length and capacity is
created using a financeable model.

Bharatmala phase 2 to be launched. State road networks will be developed. The Finance
Minister has talked about measures for boosting infrastructure financing. Credit Guarantee
Enhancement Corporation to be set up in 2019-20.

Relief for NBFCs: Government will provide one time six months' partial credit guarantee to
Public Sector Banks for first loss of up to 10 per cent for purchase of high-rated pooled
assets of financially sound NBFCs, amounting to a total of Rupees 1-lakh crore, or Rs 1
trillion, during the current financial year. The Regulatory control of RBI over NBFCs to be
strengthened.

RBI to regulate HFCs: Regulations of Housing Finance Companies (HFCs) will move from
NHB to RBI. We believe this will augur well as RBI has good track record of regulating Banks
and NBFCs with better resources and framework.

FDI in key sectors: 100% FDI to be permitted for Insurance intermediaries. The
Government will examine suggestions of further opening up of FDI in aviation, media
(animation, AVGC) and insurance sectors in consultation with all stakeholders. Local
sourcing norms will be eased for FDI in Single Brand Retail sector.

Suggested SEBI to mull over increase in public shareholding: The Finance minister
has asked SEBI to consider reducing maximum promoter shareholding from current level of
75% to 65%. Meaning thereby, minimum public shareholding for listed companies has to be
increased from current level of 25% to 35% pushing stocks worth about Rs. 4 lakh crores in
the markets.
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Strategic divestment of PSUs: The Finance Minister also said that the government would
continue with the strategic disinvestment of select Central Public Sector Enterprises
(CPSEs). The strategic disinvestment of Air India would also be re-initiated. The FY20
divestment target has been hiked to Rs. 1,05,000 crore from Rs. 90,000 crore

Lower corporate tax benefit: Threshold for applicability of lower corporate tax rate of
25% increased from Rs. 250 crore to Rs. 400 crore.

Faceless assessment: A scheme of faceless electronic assessment involving no human
interface to be launched this year.

Enhancing ease of tax payers: Aadhaar and PAN to be made interchangeable

Taxing the superrich: Effective tax rate for individuals having taxable income above Rs. 2
crore has been increased. The Finance Minister has proposed to increase the surcharge to 3
percent on individuals of having a taxable income from Rs. 2- 5 crores and surcharge of 7
percent for taxable income of Rs. 5-7 crores.

Further simplification of GST Processes: Taxpayers having annual turnover of less than
Rs. 5 crore can now file quarterly returns. Fully automated GST refund module shall be
implemented. An electronic invoice system is proposed that will eventually eliminate the
need for a separate e-way bill

Ajcon’s view

According to us it’'s one more opportunity lost by the Government to boost the economy. We
are not clear as the US$ 5 trillion economy target by 2025 will be met. Instead of being a
business and industry friendly, the budget has focused more on rural population schemes
where also the execution remains to be seen.

At Ajcon, we believe, the need of the hour is to boost consumption in the economy, ease
liquidity in the system, fasten implementation of policy measures and create an
environment to boost employment in the economy and make India vibrant to attract FDI in
economy. However, on a long term basis, Indian equity markets are in a structural bull run
as the benefits of implementation of GST, Insolvency and Bankruptcy code, digitization and
a stable government coming back to power would augur well for the economy in the long
run. At present, we believe that most of the largecaps have rallied significantly. We believe
there is huge value unlocking possible in beaten down quality midcaps and smallcaps. In
addition, we believe investors should look at building long term portfolio in companies which
have weathered the storm in different market cycles and delivered decent financial
performance. The strategy at present should be invest in phased manner only in companies
which have a robust business model, strong earnings and cashflow visibility, low debt, no
pledge of promoter holdings and backed by quality management especially on the corporate
governance front.

Dr. Ashok Ajmera, FCA
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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
INHO000001170 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 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 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
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.
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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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For research related queries contact:

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

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



