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2017 to be better than 2016 for equity markets; value picking is the right mantra..
Domestic bourses performance

Benchmark indices settled the last trading session of 2016 over 1% higher to post a yearly
gain as they recovered from their recent losses tracking various local and global cues.

The NSE Nifty gained around 300 points in the last 4 sessions but failed to end the year
above 8,200 in 2016. On the other hand, Sensex rose as much as 308 points today to settle
the year 544 points higher.

The S&P BSE Sensex ended at 26,626, up 260 points while Nifty50 gained 82 points at
closing, to quote at 8,186. Among broader markets, BSE Midcap gained 1.15% while BSE
Smallcap was up 0.97%.

Markets in 2016

From Donald Trump to demonetisation, Brexit to Rexit, GST blockage to good monsoon;
2016 has truly been a rollercoaster ride for the Indian markets.

Nifty gained 3% while Sensex was up 2% in 2016, a year marked by volatility from global
and local events. Globally, Brexit, and Donald Trump getting elected as US President
surprised the markets. Back home, where approval of GST tax bill, good monsoon gave a
boost to the markets, demonetisation, and declining bank credit growth casted a negative
shadow.

With a rise of 7.97% to 12,031 levels, BSE Midcap has outperformed the benchmark indices
for the third consecutive year in 2016. Stocks such as Manappuram Finance, Indian Bank,
Biocon, Sundram Fasteners, Indraprastha Gas and Balkrishna Industries are among the
biggest winners within the midcap pack, with gains of 66-123% in 2016. BSE Smallcap only
rose 1.77% to 12,046 in 2016 as compared to 6.7% in 2015.
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This year's gains would mark a recovery from a decline recorded in 2015. But we are
optimistic for the coming year, with RBI expected to cut rates and annual budget coming

up.

At home, concerns about shrinking corporate balance sheets and a slowdown in India's
growth rate after the government's shock demonetization move dampened investor mood. A
normal monsoon and hopes that government will be able to implement a nationwide Goods
and Services Tax lifted market sentiment.

Foreign investors activity

Nov and Dec. witnessed selling by foreign investors. Selling worth US$3.4 billion was
registered in domestic equities and debt as rising U.S. yields and the threat of rate
increases by the Federal Reserve since Trump's win have weighed on sentiment. However,
foreign investors have bought a net of US$3.09 billion in stocks so far in 2016, compared
with purchases worth US$3.2 billion in 2015.

Key developments during the week

Fiscal deficit touched the Rs 4.58 lakh crore mark, or 85.8 percent of the budget estimate
(BE) for the whole financial year, at the end of April-November. The fiscal situation at the
end of November was better this financial year compared to the year-ago period as the
deficit then stood at 87 percent of BE. Fiscal deficit, the gap between expenditure and
revenue for the entire fiscal, has been pegged at Rs 5.33 lakh crore, or 3.5 percent of GDP,
in 2016-17. As per data released by the Controller General of Accounts, tax revenue came
in at Rs 6.21 lakh crore, or 59 percent of the full-year BE of Rs 10.54 lakh crore.

Total receipts from revenue and non-debt capital of the government during the eight
months read Rs 7.96 lakh crore, or 57.8 percent of BE. The governments Plan expenditure
during the period came in at Rs 3.64 lakh core, 66.2 percent of the full-year budget
estimate. During the same period last year, it stood at 64.1 percent. The non-Plan
expenditure in April-November of 2016-17 was Rs 9.22 lakh crore, or 64.6 percent, of the
whole-year estimate. The total expenditure (Plan and non-Plan) was Rs 12.86 lakh crore, 65
percent of the governments’ full-year estimate of Rs 19.78 lakh crore. The revenue deficit
during April-November stood at Rs 3.48 lakh crore, or 98.4 percent of BE for 2016-17.

Sectors and Stocks

The Nifty IT index fell nearly 7.3% this year post Brexit and Donald Trump win, while Nifty
Bank gained 7.4% in the year despite the sudden demonetisation move put pressure on the
index in the latter half of the year.

While metal, energy, auto were among the biggest sectoral gainers, telecom, pharma and
IT were the biggest laggards for the year. Consumer durables (down 6.1%) and the real
estate sector (down 6%), too, would continue to remain under pressure in the near-to-
medium term given the impact of demonetisation.

Global markets
US stocks slumped on the last trading day of the year on Friday, led down by Apple and
other big tech stocks, but major indexes still posted solid gains in 2016. In subdued holiday
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trading, the S&P 500 declined for a third consecutive session. But the benchmark index still
tallied an annual gain of 9.5 percent. The Dow Jones Industrial Average climbed 13.4
percent for 2016, even as it recorded its first weekly decline since the US election on Nov.
8. Stocks stalled this week after surging in the wake of Donald Trump's presidential
election. Investors have bet Trump will cut taxes and regulations and introduce fresh
economic stimulus.

Ajcon’s view

We expect 2017 to be better than 2016. However, we believe there would be pressure in
earnings in first two quarters of CY17 especially in auto, auto ancillary, real estate, cement,
jewellery, consumer durables sector but expect to pickup rapidly in H2CY17. The next
trigger for the bourses would be the Union Budget 2017-18 on Feb. 01, 2017 and upcoming
third-quarter corporate earnings. We expect some relief for corporates in the form of some
tax rate cuts, and expect push for housing, infrastructure and railway sector in the
forthcoming budget. We can expect a recovery in banking space and growth figures should
reflect improvement in the quarters going ahead.

It is advisable to remain stock specific and look for value bargains after recent hammering
in domestic bourses due to demonetization and US Fed hike.

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.
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