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Mr. Ajmera’s column as on April 29, 2017
Banking stocks rally, all eyes on ongoing Q4FY17 earnings season..

Domestic indices ended lower on Friday, retreating from record highs hit this week as
investors booked profits ahead of a long weekend, but indexes still posted their biggest
weekly gain in six. The benchmark BSE index ended 111.34 points or 0.37 per cent lower at
29,918.40, but gained 1.88 per cent for the week. On Friday, The broader NSE index closed
down 38.1 points or 0.41 per cent at 9,304.05. Both indexes posted their fourth straight
month of gains.

On a weekly basis, the Sensex and Nifty gained 553.10 points (1.88%) and 184.65 points
(2.02%) respectively, their best performance since 17 March on better-than-expected
earnings by corporates. Stock exchanges will remain closed on Monday on account of
‘Maharashtra Day’. Sensex hit an all time high of 30,184 during the week. Global
uncertainty eased after Emmanuel Macron, a pro-European Union candidate won the first
round of French presidential elections.

Caution prevailed as investors were not keen to raise bets at the prevailing record levels
despite the start of May futures and options series in the derivatives segment. For the first
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time, after a long spree of buying, FIIs were seen selling and sold more than Rs. 1,000
crores equity in cash market on Friday.

IPO
The initial public offering (IPO) of textbook publisher S.Chand and Co. saw solid investor
demand as it was subscribed 59.44 times on the last day of offer on Friday.

The IPO to raise Rs728.5 crore, received bids for 45,68,35,434 shares against the total
issue size of 76,85,284 shares, data available with the NSE till 1945 hours showed.

The portion set aside for qualified institutional buyers (QIBs) was oversubscribed 44.27
times and non institutional investors, a staggering 204.65 times, people with the knowledge
said. Retail investors category was also oversubscribed 5.91 times.

Last month, the IPO of Avenue Supermarts, the operator of retail chain D-Mart was
subscribed by a staggering 104.48 times.

S.Chand had raised nearly Rs219 crore from anchor investors on Tuesday.

Priced between Rs660 and Rs670 apiece, the S Chand IPO comprises new shares worth
Rs325 crore and an offer for sale of 6.02 million shares by existing shareholders. At the
upper end of the price band, the IPO is expected to raise Rs728.55 crore.

Proceeds from the issue will be utilised for repayment and prepayment of loans as well as
for general corporate purposes. The loan amount includes those taken by its subsidiary for
funding the acquisition of Chhaya Prakashani. JM Financial Institutional Securities, Axis
Capital and Credit Suisse Securities (India) Pvt are the merchant bankers to the offer.

Last year, the company had acquired 74% of the outstanding share capital of Chhaya
Prakashani Pvt. The company offers 53 consumer brands across knowledge products and
services, including S. Chand, Vikas, Madhubun, Saraswati, Destination Success and Ignitor.

The investors are rewarding good IPOs and the flow may continue for some time.
Sectors and stocks

For the week, action was witnessed in index heavyweights especially in financials. Maruti
Suzuki up by 5 percent, Axis Bank gained by 4.9 percent, ICICI Bank gained by 3.4 percent,
HDFC Bank gained 3 percent, HDFC rose 2 percent while ITC gained 1.3%. PSU banks
rallied significantly on Friday. However, the investors are advised to wait for the quarter and
yearly results before taking aplunge in these stocks.

Among weekly losers, Lupin declined by 5.1%, marking its worst weekly loss since Aug. 12
on media reports the company received observations from the U.S. drug regulator related to
it Goa plant. In fact, the stocks of most of the Pharma companies are available at cheap
valuation.
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Gold

Jewellers called Akshaya Tritiya on Friday to be the best they have had since 2013, with
demand rising 30 per cent as compared to last year in volume terms.

The number of customers was 50-60 per cent higher, due to a greater preference for lower-
price jewellery, in the range of Rs 30,000-50,000.

Last year on Akshaya Tritiya day, gold sale was estimated at 17 tonnes by GFMS Thomson
Reuters. This was valued at around Rs 5,000 crore.

The price of gold in India is three per cent less than a year before. In this calendar year so
far, the price in international markets has rallied by 10 per cent but the Indian price is up
only 3.7 per cent, due to a stronger rupee.

According to World Gold Council, festive sentiment among both trade and consumers
appears to be stronger this Akshaya Tritiya as the industry emerges steadily from a period
of sluggishness during and immediately following demonetisation. Gold’s attractiveness as a
preferred asset class is enhanced this season by an appreciating rupee and its impact on
price, as well as a sharp rise in stock markets. Various trade offers and promotions point
towards increasing momentum, though challenges remain regarding the transition
to GST (the coming national goods and services tax) in the next quarter.

Global Markets

Asian stocks slipped on Friday as investors took profits after a strong week, while the
Korean won weakened after US President Donald Trump said he would renegotiate or
terminate a trade deal with South Korea.

The US economy expanded at the slowest pace in three years as weak auto sales and lower
home-heating bills dragged down consumer spending, offsetting a pickup in investment led
by housing and oil drilling.

Gross domestic product, the value of all goods and services produced, rose at a 0.7%
annualized rate after advancing 2.1% in the prior quarter, commerce department data
showed Friday in Washington. The median forecast of economists surveyed
by Bloomberg called for a 1% gain. Consumer spending, the biggest part of the economy,
rose 0.3%, the worst performance since 2009.

The GDP slowdown owes partly to transitory forces such as warm weather and volatility in
inventories, which supports forecasts for a rebound as high confidence among companies
and consumers and a solid job market underpin growth. Even so, the weakness at car
dealers could weigh on expansion, and further gains in business investment could depend
on the extent of policy support such as tax cuts.

On a weekly basis, China's Shanghai Composite index ended 0.6% lower while Hong Kong's
Hang Seng index closed up 2.4%. Japan's Nikkei 225 index rose 3.1% while South Korea's
Kospi index ended 1.9% higher.
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Ajcon’s view

FY17 started with a lot of worries at the backdrop. There were worries on slowdown in
Chinese growth, there was worry on emerging market currency fluctuations. Despite many
local and global negative events throughout the year such as Brexit referendum, US
elections results, Donald Trump win, US Fed policy, and our own demonetization, market
continuously scaled ignoring some of these worries and has witnessed fantastic returns at
the index as well in the broader markets.

Going forward, we believe markets would eye Q4FY17 and FY17 earnings season to
understand the actual impact of demonetization on corporate profits. At the moment we are
bearish on the IT sector owing to rupee appreciation but do not rule investors taking a
contrarian view at current attractive valuations. We also advise investors to book some
profits at these levels and wait to enter again after a short correction.

Indian rupee has actually appreciated significantly in the first quarter of Calendar year
which means that there is going to be pressure on topline as well as profitability for
exporters on the whole. However, we believe that the rupee has bottomed out.

We believe Geopolitical tensions described above may affect market sentiments and may
give investors a buying opportunity. We believe there is more value in largecaps in terms of
valuations as compared to smallcaps and midcaps. However, selective midcaps in sunrise
industry should be considered.

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
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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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For research related queries contact:

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

CIN: L74140MH1986PLC041941

SEBI registration Number: INHO00001170 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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