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Auto and IT stocks rally; Indian equities end in positive terrain..
Indian benchmark indices ended in the green for the second consecutive day on Wednesday, led by buying in Reliance
Industries (RIL), Mahindra & Mahindra (M&M), Infosys, and TCS.
Auto stocks were on the up move after monthly auto sales for most companies in India rose at a brisk pace in August over
the same month last year. The Nifty Auto index rallied over 1 per cent to 7,976.95 levels, with 10 out of 15 constituents
advancing.
The benchmark S&P BSE Sensex ended 185 points, or 0.48 per cent higher at 39,086 levels, with M&M (up nearly 6 per
cent) being the top gainer. NSE's Nifty ended at 11,535, up 65 points, or 0.56 per cent.
In the broader market, the S&P BSE MidCap index gained over 1 per cent to settle at 15,019 levels while the S&P BSE
SmallCap index ended at 14,652, up 1.66 per cent.
India VIX dropped 4 per cent to 20.93 levels.
Sectors and stocks
Shares of Adani Group companies were in focus with Adani Green Energy, Adani Gas and Adani Enterprises rallying up to 10
per cent on the BSE in the intra-day trade. Adani Green Energy was locked in the upper circuit limit of 10 per cent at
Rs. 546, also its record high on the BSE. It rallied 20 per cent in the past two trading days from the level of Rs. 454 on
Monday, August 31.
Shares of Bharti Airtel were up by 2 per cent to Rs. 559 on the BSE on Wednesday, rallying 9 per cent in the past two
trading days after the Supreme Court allowed staggered payments towards settlement of Adjusted Gross Revenue (AGR)
dues. The court, on Tuesday, allowed staggered payments towards settlement of AGR dues over 10 years period, starting
April 1, 2021. Also, the telcos are asked to pay 10 per cent of AGR associated dues by March 31, 2021. The decision on AGR
dues has come after several rounds of hearings by the Supreme Court. “The industry will need higher ARPUs from the
current level to pay the AGR dues in the 10 year timeline. The industry average revenue per user (ARPU) is estimated to
have stood at Rs. 82 in the June 2020 quarter. This ARPU is much lower than the average ARPU of Rs. 124 during FY16
when Reliance Jio had not entered the telecom market,” CARE Ratings said in telecom sector update.
Shares of Vodafone Idea were up by 14 per cent to Rs. 10.1 on the BSE on Wednesday after the telecom services provider
announced that its board will meet on Friday to consider fund-raising plans. “A meeting of the board of directors of the
Company is scheduled to be held on September 4, 2020 to consider and evaluate any and all proposals for raising of funds
in one or more tranches by way of a public issue, preferential allotment, private placement, including a qualified institutions
placement or through any other permissible mode and/or combination thereof as may be considered appropriate, by way of
issue of equity shares or by way of issue of any instruments or securities,” VIL said in an exchange filing.
Shares of IndiaMART InterMESH continued its buoyancy, hitting a new high of Rs. 4,596 on the BSE in the intra-day trade
on the expectation of strong earnings outlook. The stock settled at Rs. 4,575, up around 19.5 per cent. The stock was
trading higher for the third straight day in an otherwise weak market. The company on Tuesday announced that it has
disinvested 70 per cent stake in equity share capital of 10times to Mayank Chowdhary and Atul Todi for Rs 21.17 lakh.
Consequent to the said partial disinvestment by way of sale of equity shares, Ten Times Online Private Limited has ceased
to be a wholly owned subsidiary and is now only an Associate Company of Indiamart Intermesh which continues to hold 30
per cent of the stake in the said Company, it said. IndiaMART is a dominant market leader in the online B2B Classifieds
industry. The company banks on increased digital adoption among SMEs, which constitute the majority of the sellers on the
platform. In the past two months, the stock has rallied 98 per cent after reporting a strong operational performance for the
quarter ended June 2020 (Q1FY20). The company’s consolidated earnings before interest, taxes, depreciation, and
amortization (EBITDA) margins increased to 48 per cent in Q1FY21 from 25 per cent in Q1FY20 primarily driven by various
cost optimization measures leading to sustained and temporary rationalization of expenses. Total revenue from operations
during the quarter grew 4 per cent year on year (YoY) at Rs. 153 crore, primarily driven by marginal improvement in
realization of existing customers. The number of paying subscription suppliers were same as last year due to the challenging
economic and market conditions amidst the Covid-19 pandemic. With small and large businesses increasingly adopting
digital means to support business growth, the management foresees a higher demand for B2B online classifieds. "As micro,
small and medium enterprises (MSMEs) face huge challenges in transacting with offline counterparts, owing to a highly
fragmented and unorganised B2B market, coupled with an under-developed commerce infrastructure, the market potential
of this service is significant," the company said in FY2019-20 annual report.

Shares of Bajaj Auto declined by 3.8 per cent to Rs. 2,845 on the BSE on Wednesday after the company reported a 9 per
cent fall in its total vehicle sales at 3,56,199 units in August. The Company had sold a total of 390,206 vehicles in August
2019. Total domestic sales in August stood at 1,85,879 units as compared to 2,08,109 units in the same month of 2019, a
drop of 11 per cent, Bajaj Auto said in a regulatory filing. Total two-wheeler sales declined 1 per cent to 3,21,058 units as
against 3,25,300 units in August 2019. Total commercial vehicles sales also plunged 46 per cent in the previous month to
35,141 units as compared to 64,726 vehicles sold in August 2019, it said.
Global markets
Chinese equities closed mixed on Wednesday as tech shares gained but material and energy shares gained. At the close,
the Shanghai Composite index was down 0.17 per cent at 3,404.80, while the blue-chip CSI300 index was up 0.04 per cent.

Ajcon Global’s view
We maintain our same stance to maintain great caution after depressing Q1GDP data. Exponential rise in COVID-19 cases
and escalating India – China tensions will always remain an overhang.
No doubt, the economic activity has picked up but not at the same intensity of Pre – COVID era in different phases of
Unlock period but the cashflow situation for MSMEs is still an issue. Presently, caution is warranted as Indian investors are
not connected to ground realities of economic situation being tough which is evident by the fact that Companies are looking
to raise capital via QIP, Rights issue, Preferential Allotment and FPOs to absorb the shock of COVID-19. Although there are
relaxations in lockdown, exponential rise in COVID-19 cases can force for tighter lockdown.
We believe cooling of Indian equities which has started from today will be healthy for investors as the sharp rally in
lockdown period and different phases of Unlock was led by liquidity through FPIs. Last 2 months rally can be attributed to
positive developments related to COVID-19 vaccine, relaxations in Unlock 1.0, 2.0 and 3.0 and better than expected
Q1FY21 result of majority companies announced so far. Exponential rise in COVID-19 cases amidst high recovery rate, US –
China, India – China tensions would always remain an overhang on Indian equities. Equities rallying along with Gold make
us uncomfortable as it is clear case of global liquidity as big economies have resorted to printing money as part of stimulus
package. Progress of ongoing monsoon, global cues and management commentary in Q1FY21 earnings season will drive
market direction. The FPI inflows came amidst rush of liquidity in the markets globally after central banks around the world
announced stimulus measures to help their economies. The stimulus measures given by the G4 central banks such as the
US Federal Reserve, Bank of England, European Central Bank, and Bank of Japan, have helped fill the global markets with
liquidity, marquee Indian companies tapping the secondary stock market by raising funds also contributed towards the
increase in FPI flows.
We like the measures announced by RBI in its Monetary Policy to address the issues faced by the Indian industry. The
central bank announced measures to support NBFCs, HFCs, corporate debt market, and announced a relaxation on the loanto-value (LTV) ratio for gold loans. RBI provided relief to stressed MSME borrowers by making them eligible for restructuring
their debt under the existing framework, provided their accounts with the concerned lender were classified as standard as
on March 1, 2020. This restructuring will have to be implemented by March 31, 2021. Further, the RBI introduced special
resolution window under its June 29 circular. In addition, The Reserve Bank of India constituted the expert committee to
oversee the resolution of stressed assets created by COVID-19 under the chairmanship of KV Kamath. The committee will
recommend financial parameters factored in the resolution plans, along with sector specific benchmark ranges. The Expert
Committee will undertake the process validation for the resolution plans to be implemented under this framework, without
going into the commercial aspects, in respect of all accounts with aggregate exposure of Rs. 1,500 crore and above at the
time of invocation. The “Prudential Framework on Resolution of Stressed Assets” dated June 7, 2019 provides a principlebased resolution framework for addressing borrower defaults under a normal scenario. "The resultant stress can potentially
impact the long-term viability of a large number of firms, otherwise having a good track record under the existing
promoters, due to their debt burden becoming disproportionate, relative to their cash flow generation abilities," RBI said.
The details regarding the policy for restructuring of NPA accounts is still awaited from the expert committee to oversee the
resolution of stressed assets caused by COVID-19 under the chairmanship of KV Kamath. The guidelines on the KV Kamath
committee recommendations will be out by September 6,Reserve Bank of India (RBI) Governor Shaktikanta Das said in a
television interview on Friday. The committee on business loan resolution would submit its recommendations within one
month and the central bank will soon release its final guidelines on the issue. Both the process will be done within 30 days
from the date of original notification on August 6, Das said. We believe the restructuring measures announced by RBI will
help PSUs to protect themselves from capital erosion as they are loaded with NPAs.

Considering the sharp rally in the last five months including the Lockdown period and various phases of Unlock – Reopening
of economy, we advise investors to book profits who have entered at levels during the announcement of initial Lockdown.
We once again advise caution to the investors specially the traders as many of the stocks are running much beyond the
fundamentals and the current rally is in contrast to the economic reality. SEBI from its side is tightening the goose and
making margining more tough to take care of any eventuality like March which has uprooted many brokerages and their
clients including the largest debt credit fund. A great deal of maturity is required in dealing with the prevailing market
situation. With Q1GDP data out, all eyes would be on newsflow related to COVID-19 vaccine development across the globe,
developments related to India – China tensions and domestic monthly auto Sales numbers.
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