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Investors turn in panic mode on mayhem witnessed in domestic bourses; RBI
action not taken well..

The domestic bourses were falling like a pack of cards last week with Sensex closing below
35,000 mark and Nifty 600 points lower owing to continuous rupee depreciation, sustained
foreign capital outflows and concerns over widening current account deficit and RBI's
surprise action. In the last week the Sensex lost 1850.15 points to close at 34,376.99
(down 5.1 percent), while Nifty shed 614 points to close at 10,316.45 (down 5.6 percent).
Foreign investors were net sellers this week, while domestic institutions remained buyers.
India's volatility index (India VIX) rose 16 percent last week, while largecaps index fell 5.3
percent, midcaps was down 5.1 percent and smallcaps shed 4.9 percent.

Rupee has depreciated nearly 7 percent and crude prices have soared over 17 percent from
the last MPC meet. The monetary policy committee (MPC) of the Reserve Bank on Friday
kept the repo rate unchanged at 6.50 per cent in its fourth bi-monthly monetary policy
review of 2018-19. The central bank changed the policy stance to 'Calibrated tightening'
from 'Neutral'. Calibrated tightening means rate will be maintained or hiked in this cycle.
The recent inflation numbers were below RBIs expected levels which has led to status quo
on the repo rate which has surprised the markets, as a result of which, the 10 year
Government security (G-sec) yield eased by around 10 bps post the policy announcement.
At Ajcon Global, we believe that RBI should have hiked repo rate by 25 bps considering the
current situation to control the rupe depreciation. Rate sensitive stocks took deep cuts
despite RBI's status quo. The Nifty PSU Bank index dropped 4.4 per cent to settle at 2,656
levels, while Nifty Auto index tumbled nearly 3.2 per cent. Nifty Realty, too, slipped 3 per
cent.
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The total market capitalisation of BSE-listed companies touched Rs 136.61 trillion on Friday,
recorded its lowest level since October 11, 2017. Since September 2018, the total market
cap of BSE-listed companies declined by Rs 22.74 trillion from Rs 159.35 trillion.

Stocks of oil marketing companies such as HPCL, BPCL and IOCL hit 52-week lows after the
government announced that it will cut excise duties on petrol and diesel prices and OMCs
will absorb Re 1 per litre. It is estimated that the government’s decision to ask oil marketing
companies to bear at least partially the burden of fuel price cut is likely to erode their
margins by around Rs 7,200 crore in the current financial year. A sharp decline in stock
price of six oil & gas companies have seen their combined market capitalisation falling by Rs
1.26 trillion in two days. We believe the government should have absorbed Re. 1 cut rather
than forcing OMCs to cut Re. 1. This action has sent a wrong signal to FIIs of government
interfering in the reform process of price deregulation announced earlier.

The rupee was quoted 55 paise lower at 74.13 against the dollar soon after the RBI
announced its monetary policy. On Friday, rupee closed at 73.77 per dollar against
Thursday's close of 73.58 per dollar. It fell 1.8 percent this week, registering sixth
consecutive weekly fall against dollar. This is a biggest weekly fall against dollar since week
ended August 17. Investors remained concerned over sustained foreign capital outflows and
fears of widening current account deficit in the wake of soaring crude oil prices.

Ajcon’s view

Going ahead, we believe rupee movement against the dollar, volatility in oil prices, and
movement of bond yields will determine the market trend. At current juncture, investors
can have a stock specific approach. The current panic provides investors sitting on cash a
wonderful opportunity to accumulate great companies backed by strong management at
cheap valuation. Investors can gradually start building their long term portfolio in some of
the top rung stocks of which many have come down 30-40 percent in the recent fall. We do
believe that the market seems to be in oversold zone. However, do not rule out further
correction as Mutual Funds may resort to selling if the redemption pressure is withessed in
equity funds.

All said and done, we still believe that equity is a great asset class and these are the times
when one should put money in the market from medium to long term perspective.

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
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 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

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-
67160400, 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



