
 
 

 
Email: research@ajcon.net   Website: www.ajcononline.com 

 

 

 

 

 

 

Mr. Ashok Ajmera, CMD & CEO 

Mr. Ajmera’s column as on 20th August, 2016 

SBI clears proposal of merger with its associates; value buying witnessed.. 

Domestic bourses performance 

Domestic bourses remained flat during the week.  In terms of sectors Metals, Construction 

and Cement were the winners of the week. IT, Auto Ancillaries and Paints sectors were the 

notable losers this week. 

 

The Indian rupee on Friday weakened past the 67 mark to over three-week low against the 

US dollar as traders expect the Reserve Bank of India (RBI) may delay cutting interest rates 

after recent data showed an increase in inflation. Traders also remained cautious ahead of 

the announcement of a new governor for RBI expected anytime now. 

The home currency closed at 67.06 a dollar—a level last seen on 27 July, down 0.35% from 

its previous close of 66.81. The rupee opened at 66.96 a dollar and touched a low of 67.06, 

a level last seen on 29 July. 

 

India’s Wholesale Price Index (WPI)-based inflation shot up to 3.55% in July from 1.62% a 

month ago on the back of rising prices of food and non-food articles, while Consumer Price 

Index (CPI)-based inflation was at 6.07% in July from 5.77% in June on the back of rising 

food prices. 

 

The 10-year bond yield closed at 7.102%, compared with its Thursday’s close of 7.143%. 

Bond yields and prices move in opposite directions. 

India’s benchmark Sensex index fell 0.17%, or 46.44 points, to close at 28,077. So far this 

year, it has gained 7.5%. 

 

The rupee is down 1.3% till date this year, while foreign institutional investors (FIIs) have 

bought $5.77 billion in equity and sold $1.08 billion in debt markets. 
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Asian currencies closed lower. South Korean won was down 0.92%, Taiwan dollar 0.84%, 

Singapore dollar 0.51%, Malaysian ringgit 0.48%, China offshore 0.4%, China renminbi 

0.35%, Indonesian rupiah 0.33%, Philippines peso 0.3%, Japanese yen 0.28% and Thai 

baht 0.2%. 

 

The dollar index, which measures the US currency’s strength against major currencies, was 

trading at 94.403, up 0.26% from its previous close of 94.157. 

Minutes of the US Federal Reserve’s last meeting struck a more dovish tone than earlier 

comments by New York Fed president William Dudley, who had flagged the possibility of 

borrowing costs being increased as soon as next month. US officials have twice cut 

projections for their rate hike path as economic weakness and volatile financial markets 

undermine the case for policy to be tightened.  

 

Key developments 

 

The board of State Bank of India (SBI) on Thursday cleared the proposed merger of five 

associate banks and Bharatiya Mahila Bank (BMB) with itself, taking one step closer to 

creating the first Indian lender to rank among the world’s top 50. India’s largest lender also 

approved the share swap ratio for merging three associates - State Bank of Bikaner and 

Jaipur (SBBJ), State Bank of Mysore (SBM) and State Bank of Travancore (SBT) - and BMB. 

SBI will issue 28 shares of Rs 1 each for 10 shares of Rs 10 each for the SBBJ, and 22 

shares for 10 shares of the SBT. Likewise, shareholders of SBM will also get 22 shares in 

SBI for every 10 shares held by them in SBM. 

RBL Bank Ltd, the country’s first private-sector bank to go public in more than a decade, 

saw its Rs.1,211 crore initial public offering (IPO) subscribed 66% on the first day, data 

from the National Stock Exchange showed. The issue saw the portion reserved for qualified 

institutional buyers (QIBs) subscribed by 66.22%.The retail portion was subscribed 87%, 

while the portion for high net-worth individuals (HNIs) saw a 19.22% subscription. The 

issue will close on 23 August. RBL Bank on Thursday raised Rs.363.88 crore by selling 

shares to anchor investors ahead of its three-day IPO. The anchor book is that portion of an 
IPO which bankers allot to institutional investors on a discretionary basis. 

Anchor book subscription opens a day before the IPO launch and is an indicator of 
institutional investor interest. 

Before RBL, the last private sector bank to launch an IPO in India was Yes Bank Ltd, which 

raised Rs.315 crore in July 2005. In 2010, state-owned Punjab and Sind Bank Ltd managed 

to raise Rs.480 crore through its IPO. 

Global Markets 

 

US stocks edged lower on Friday, led by declines in utility shares as investors weighed 

prospects for an interest rate increase in the coming months. Energy shares also weighed 

on the market, even though US crude oil prices settled higher. The S&P utility index, which 

tends to fall as investor rate hike expectations rise, ended down 1.2 percent. The 

telecommunications index, also sensitive to changes in interest rates, fell 0.9 percent. San 

Francisco Federal Reserve Bank President John Williams late on Thursday said if the US 

central bank waited too long to raise rates, it could be costly for the economy and that a 
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possible rate hike in September should be in play. The comments added to statements 

perceived as hawkish from New York Fed President William Dudley earlier in the week. 

Investors also are bracing for next week's meeting of global central bankers in Jackson 

Hole, Wyoming, where Fed Chair Janet Yellen may provide insight on the rate outlook.  

The market's recent run-up to record highs has been partly supported by expectations that 

the Fed will continue to keep rates low, as well as by some upbeat earnings and economic 

news. Equities are ending this week largely unchanged.  

For the week, the Dow was down 0.1 percent, the S&P 500 was down 0.01 percent and the 

Nasdaq was up 0.1 percent. The benchmark S&P 500 index remains up 6.8 percent for the 

year so far. The energy index was down 0.8 percent. 

 
Week ahead and Ajcon’s view: 

 

The markets will take their cue from the following economic updates. From 22nd Aug 2016: 

US - New Home Sales (Jul), House Price Index (YoY) (Jun), Manufacturing PMI (Aug), GDP 

Price Index (QoQ) (Q2). 

 

Earnings season has been a mixed bag so far especially in large caps. Monsoons have been 

above normal which has aided in domestic bourses moving up strongly.  

Overseas funds have been net buyers of Indian shares for 27 days in a row, the longest 

stretch since 2013, as above-average rainfall after back-to-back droughts improves the 

outlook on company earnings and global central banks remain supportive of growth. 

Foreigners bought a net $117 million of local shares on 16 August, taking this year’s inflows 

to $5.7 billion, the most in Asia after Taiwan and South Korea. 

The Sensex has rallied 22% from a bear market reached in February. The stock gauge is 

valued at 16.3 times projected 12-month earnings, near the highest since April 2015. The 

MSCI Emerging Markets Index is valued at a multiple of 11.5. 

We advise investors to remain stock specific and look for Companies whose valuations 

provide Margin of safety. 

 

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 
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 
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.  

  



 
 

 
Email: research@ajcon.net   Website: www.ajcononline.com 

 

 

 

 

 

----------------------------------------------------------------------------------------- 

 

 

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 - (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 

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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