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Inflation, CRR hike & Oil Price 

By – Rajesh Dedhia

As  expected, the Reserve Bank of India has raised the 'cash reserve ratio' (CRR), the second in the last three months, by a steep 50 basis point to 6 per cent.. As reported, the hike will be effected in two phases to 5.75 per cent from 17 February, and to 6 per cent from 3 March. 

In its latest monetary statement, the RBI had given clear indications that it would use "all policy instruments including CRR to ensure appropriate modulation of liquidity in responding to the evolving situation." The bank had said it would further tighten the system, depending on the market conditions and other relevant factors."

What is CRR? 

From time to time, RBI prescribes a CRR (Cash Reserve Ratio), the minimum amount of cash that banks have to maintain with it. The CRR is fixed as a percentage of total deposits. 

While a further rise in CRR was widely expected considering the runaway rise in inflation (WPI inflation at 6.58 per cent; highest since December 2004) and the RBI's increasing discomfort with it, what has come as a bit of a surprise is the size of the hike. A hike of 50 basis points in CRR appears too steep a rise, especially when the economy is growing at clip of 9 per cent and there are no concrete indications of overheating of the economy. 

According to analysts, since the current inflation is due to a supply constraint, the government should have taken more measures to cool the rise in prices of essential commodities. The government has already taken a few steps in this direction, like bringing down customs tariffs on construction, especially for infrastructure projects, and palm oil imports and now a curb on wheat imports, but more such steps need to be taken. 

Nevertheless, the hike is seen more as a measure to control the inflationary expectations rather than curbing the inflation itself. This is because any monetary intervention by the RBI to control inflation usually takes time to take effect. And measures like CRR rise or changes in repo rates are aimed at controlling expectations. 

According to analysts, the Government should have done more on the supply side front as this is one of the major contributors to the inflation kitty. Like it did in the recent past what with reducing import duty on a host of commodities and banning futures trading in tur and urad, the government should have taken more of such measures to sober down the inflation rate. 

The cut in petrol and diesel prices is a panic response to increasing inflation, One of the main concerns of the RBI vis-à-vis its inflation target is the effect of non-passthrough of oil prices to the end user. Taking a two-year period from 2004 to date, crude oil prices in the global markets have moved up from $31/bbl to $58/bbl, an increase of around 90%. 

In the same period retail prices of petrol and diesel have moved up from Rs 39/litre and Rs 27/litre to Rs 51/litre and Rs 36/litre respectively, a rise of only around 32%. The government at some stage found it politically unacceptable to increase fuel prices in conjunction with global oil prices. 

The failure of the government to pass through the oil price increase to end users is making the life of the RBI more difficult. The latest move by the government, while taken well by the markets — both equity and bonds — might just make the RBI raise interest rates in order to negate the cut in fuel prices. 

Market Last Week: 

12 February 2007

	SENSEX
	14,190.70
	-348.20

	NIFTY
	4,058.30
	-129.10


Market had such a bad day today that many traders have given up hopes of a pre-budget rally. They now hope for a decent market-friendly budget, which would help the market to recover. Though there were signs of fatigue in the indices last week, not many had expected such a steep fall on the first trading day of the week. 

The losses were severe in stocks, which are very active in the F&O segment. This has led to most analysts believing that this weak phase may last only till the excesses in the derivatives segment are corrected. Stocks of companies like Hindalco and Suzlon, which have announced large overseas acquisitions, were the worst hit. 

Sensex closed with massive losses of 348 points at 14191 and the Nifty crashed 129 points to end at 4058. Nifty February futures closed at a discount of 4 points to the spot index. 

13 February 2007
	SENSEX
	14,090.98
	-99.72

	NIFTY
	4,044.55
	-13.75


After yesterday's sharp decline, the indices were highly volatile today. After opening modestly lower, the Sensex slumped nearly 200 points to nearly 14000 while the Nifty dropped below 4000. They recovered soon after on select buying of index stocks at lower levels.

The pull back rally lifted the Sensex more than 150 points above yesterday's closing levels by early afternoon. But the index slumped to its early lows within an hour as selling resumed. The last hour saw some recovery, which helped the indices to limit their losses. 

Sensex closed with losses of 100 points at 14091 and the Nifty gave up 13 points to end at 4045. Nifty February futures closed at a premium of 23 points to the spot index. 

14 February 2007
	SENSEX
	14,009.90
	-81.08

	NIFTY
	4,047.10
	+2.55


Hopes of a near term pull back in the market were dashed by the CRR hike by RBI and the indices were very weak in early trades.

The Sensex slipped nearly 300 points from yesterday's closing levels and the Nifty crashed below 4000 before recovering. 

After another fall in mid-morning trades, the indices inched up gradually but faced frequent bouts of selling. The afternoon saw a sustained recovery, helped by gains in metals and technology stocks besides ONGC, and the Nifty was back in the green before closing. The Sensex remained in the red because of heavy losses in frontline banking stocks.  

Sensex closed with losses of 81 points at 14010 and the Nifty gained 2 points to end at 4047. Nifty February futures closed at a premium of 11 points to the spot index. 

15 February 2007

	SENSEX
	14,355.55
	+345.65

	NIFTY
	4,146.20
	+99.10


Sensex closed with strong gains of 346 points at 14356 and the Nifty rallied 99 points to end at 4146. Nifty February futures closed at a premium of 22 points to the spot index. 

Auto stocks had a very good day after yesterday's fall as the fuel price cut helped allay fears of declining demand on higher interest rates.

WEEK AHEAD 

The market is expected to stay sideways on account of mixed cues. However, a correction cannot be ruled out. 

Volatility is expected to remain high in the week, ahead of the derivative expiry for February, which is scheduled on 22 February 2007. 

The market is keenly awaiting the key event, that is the Union budget 2007. It will take direction based on what announcements are made at the annual event. 

TUG  OF  WAR

By – Fakhri Sabuwala

What a week it had been.... bearish in early days and  bull's rage  on the last. How many of us would have given the rise of Thursday's by 350 points a chance?The  fall initiated  on the fears of rising inflation and rising interest rates, seems to have  been put to rest for the time being,but all that  meets the eye is  not the reality. The market in coming days prior to the budget may  come to check the lows of the last week.  If the  hue and cry of inflation is raised aloud by communists, and on reversal of Congress's fortunes in Punjab polls the  fall could be deeper. 

The fears of dip in bank's bottomline in the wake of the  rise in CRR are not unfounded.The estimation of  rise in the interest liabilities of  the corporates, shrinking of the demand due to inflation and sucking away of the liquidity is yet to be accounted for. 

The  macro  factors  remain bullish and does not upset the  bullish bandwagon in the medium  to long term.The estimation of corporate growth  in coming  years to stay at 18% to 20% despite the  rising costs and  shrinking margins may enable the sensex to cross the 15500 mark in coming  twelve months.According to JP Morgan's Martin Porter Indian companies  are expected to grow  topline as well as bottomlines at good rates.

The new issue listing are also facing the heat of the  meltdown. Cinemax and House of Pearls both are quoting below their issue price and Redington  is floarting  with the head above the  issue level.In view of these developments  a lukewarm response was noticed in  IDEA and the grey market  premium too evaporated in thin air. 

Coming days  may see continuation of  high volatility and every rupee  shall come the hard way unlike the ease  with which it came last year, despite the rising top as well as bottomlines. 

Arvind mills, BEML, BEL, BHEL,IDFC,MOSER BAER,RIL, ROLTA,JAIN IRRIG,ABB,and leading auto stocks in the wake of  cut in fuel prices could be the good and promising bets from hereon.Banking stocks can be considered con dips as  the volatility may spring enough  opportunities of entering the same.

Management of Time

One day, an expert in time management was speaking to a group of business students and, to drive home a point, used an illustration those students will never forget.  As he stood in front of high-powered overachievers he said, Okay, time for a quiz, and he pulled out a one-gallon, wide-mouth Mason jar and set it on the table in front of him.

He also produced about a dozen fist-sized rocks and carefully placed them, one at a time, into the jar.  When the jar was filled to the top and no more rocks would fit inside, he asked, Is this jar full?

Everyone in the class yelled, Yes.

The time management expert replied, Really.

He reached under the table and pulled out a bucket of gravel. He dumped some gravel in and shook the jar causing pieces of gravel to work themselves down into the spaces between the big rocks.

He then asked the group once more, Is the jar full?

By this time the class was on to him.  Probably not, one of them answered.

Good! he replied.

He reached under the table and brought out a bucket of sand.  He started dumping the sand in the jar and it went into all of the spaces left between the rocks and the gravel.

Once more he asked the question, Is this jar full?

No! the class shouted.

Once again he said, Good.

Then he grabbed a pitcher of water and began to pour it in until the jar was filled to the brim.

He looked at the class and asked, What is the point of this illustration?

One eager beaver raised his hand and said, The point is, no matter how full your schedule is, if you try really hard you can always fit some more things in it!

No, the speaker replied, that's not the point.  The truth is, this illustration teaches us that if you don't put the big rocks in first, you'll never get them in at all.

What are the 'big rocks' (priorities) in your life; time with your loved ones, your faith, your education, your dreams, a worthy cause, teaching or mentoring others; Remember to put these 'big rocks' in first or you'll never get them in at all.  So, tonight, or in the morning, when you are reflecting on this short story, ask yourself this question;

What are the 'big rocks' in my life; Then, put those in your jar first.

By - SHARON GUPTA

FIFTY-FIFTY

1)    Kopran Ltd.:  Normally, when FII takes stake in any company, investors have blind faith that company will turn around and share price will zoom.  However, many shady promoters prove such theories wrong.  Clearwater Capital took equity stake in Kopran.  Despite CDR and funds infusion, Kopran continues to report higher losses.

 

2)    Hyderabad Industries (Rs. 250/-):  Its main business is Asbestos Sheets.  Main R/M is cement.  Company has been reporting negligible profit for last 2 quarters due to higher cement prices.  Since cement prices will rule firm for next 3-4 quarters, performance of this company is likely to remain bad.  Sell.

 

3)    Intellvision (Rs. 254/-):  For Q3, its sales have come down by 20% and profits have crashed by 60% to just 52 lakhs.  Still, share price has gone up by 400%.  Is there any method in this madness?

 

4)    VST Tillers (Rs. 151/-):  For Q3, company has reported superb results with NP going up by 93% to 3.61 crs.  Company should report EPS of 23-24 in current year.  Fundamentally, share is worth Rs. 225/-.  Once promoters decide to unlock value of its land, share price can be Rs. 400/-.  Buying recommended.

 

5)    Wearology (Rs. 82/-):  Company has made loss of 2 crs. on tiny turnover of 4 crs. for Q3.  Still, share price has zoomed by 1000% from Rs. 8/-.  Such rampant manipulations can leave any investor/analyst dumb.

 

6)    Nagreeka Exports (Rs. 117/-):  For Q3, its NP has gone up by 90% to 3 crs.  Soon, company will announce record date for de-merger.  It is an excellent buy at CMP.  Post de-merger, investors will make excellent gains.

 

7)    Sharon Biomed (Rs. 238/-):  This company has a small bulk drug unit in Maharashtra with gross block of 12-15 crs.  However, market capitalization has zoomed to 240 crs.  Scrip is in the grip of operators.  Company is setting up a unit in Uttaranchal, implementation of which has been delayed due to lack of funds.  Company will come out with FPO or GDR to raise money for this project at very high premia.  And thereafter, share price will slump.  Selling strongly recommended.

8)    Bombay Rayon (Rs. 175/-):  Since our sell call on this scrip, it has already fallen by Rs. 90/-.  We feel that scrip will come down further although, promoters will try to rig up the share price.  Don't buy.

 

9)    Giving contrarian call is the most difficult and courageous task from which most analysts refrain.  Perhaps, this is the only column which week after week, keeps investors abreast of manipulations and other dirty tricks being played in the market.

Last year, we had given sell advice on 'Sugar Industry'.  This was despite the fact that most respected brokerage houses were still putting buy call on the same.  Since then, prices of sugar scrips have crashed upto 60-70%, proving us right.  We have always felt that, one need not be too academic and too technical for analysing equities.  Still, on many occasions, analysts turn out to be mouth piece of the promoters.  For proper analysis, an analyst has to look at the ground reality at what rate supplies are increasing and how selling prices are dropping.

 

10)    Similarly, when real estate IPO's were being lapped up at unrealistic valuations and real estate scrips were upper circuit, this column has been warning investors to stay away from this hype.  Now, so many real estate scrips are downward curcuit.  Nirlon is still extremely overpriced.  Its promoters have never been investor friendly and have been extremely inefficient.  Company already has 5 lakh feet office space since so many years and still, no dividend and hardly any profits.  Company is likely to develop more space which will come in the market after 2-3 years.  Looking at the dirty track record of promoters, future returns are doubtful.

Actually, investors start buying scrip blindly the moment any news comes, without realizing that share prices has already been rigged up and valuations of any future trigger are already incorporated in the share price.  Investors should look at the past record, promoter's credibility, current valuations and, to what extent new news will trigger company's sales and profits.  Many times, news is just for the sake of news which may not improve its profits.

 

11)    Investors should refrain from acting on 'tips'.  Tips many times turns out to be 'To Insure Poverty Straightaway'.  

By - HEMANT K. GUPTA

WORTHY SCRIPS

1)    Manappuram General Finance (Rs. 85/-):  This Thrissur based finance company is engaged in the business of lease finance, higher purchase etc. on small equity of 5.50 crs., for Q3FY07 it has made NP of 3.13 crs.  Quarterly EPS is 6.  Company has also declared 1:1 bonus, indicating bright future prospects.  An excellent buy which should provide minimum 50% appreciation in 2007.

 

2)    NCL Industries (Rs. 50/-):  It share price has fallen from recent high of Rs. 65/- only because FII preferential offer has been cancelled.  For Q3, company has reported bumper NP of 9.26 crs. New cement plant and Board Plant will also start production in March/April '07.  With expected EPS of 16 for 07-08, share price is poised to cross century mark.  Investors can buy big quantity.

 

3)    Cochin Mineral (Rs. 39/-):  This scrip has also fallen from recent high of Rs. 52/- which provides a good opportunity to buy more quantity.  For Q3 itself, NP has flared by 230% to 2.29 crs.  With expected EPS of 13-14 for 07-08, share price can easily go upto Rs. 65-70 in less than 6 months.

 

4)    Bihar Tubes (Rs. 119/-):  This Delhi based company is engaged mainly in steel tube manufacturing.  For Q3, its NP has zoomed by 800% to 2 crs. on sales of 50 crs.  Equity is very small 3.20 crs.  Company has already declared 1:1 bonus.  100 cr. expansion is under way and performance in coming years will be significantly better.  Share Price can go up by 50% in 6 months and upto 100% in 12-15 months.  A very good buy.

 

5)    IFB Agro (Rs. 62/-):  Share Price has come down from recent high of Rs. 85/- because company has shown 'loss of 1.69 crs.' for Q3.  However, company has actually made PBT of 4 crs. which is highest ever quarterly profit.  During the Quarter, company has made extra depreciation provision of 8 crs. pertaining to earlier period.  Moreover, rates for carbon credit have gone up sharply and company will make big profits from sale of carbon credits.  Share Price has potential to appreciate by 100% from current levels.

 

6)    TV Today (Rs. 112/-):  Company has 'Aaj Tak' and 'Headlines Today' TV Channels.  These days, media scrips have mind-boggling valuations and, TV Today appears the cheapest scrip.  On Equity of 29 crs., its Q3NP is 14 crs.  There will be some value unlocking by the company by way of buy-back or merger or FII placement.  Moreover, integrity of the promoters is extremely sound.  Company came out with IPO in 2005 for 95 crs. out of which only 70 crs. are utilized so far and balance 25 crs. are still lying with the company unutilized.  Otherwise, these days promoters always tend to siphon off or misuse surplus money of IPO.  Share Price can be Rs. 250/- in 12-15 months.

By - H K GUPTA.

BUY OF THE WEEK

A BIOTECHNOLOGY SCRIP FOR HANDSOME GAINS

Jupiter Bioscience Ltd. (Rs. 200/-):  

JBL is one of the few companies in the world to have competency in synthesis of peptides starting from the basic stage to finished peptides.  The company's product portfolio further includes specialty and fine chemicals, drug intermediaries, bulk drugs and nutraceuticals.

 

With expertise on multiple technology platforms and processes based on advanced organic chemistry, chiral chemistry, peptide chemistry and biotechnology, the company is geared to provide solutions for the global pharmaceutical and the biotechnology industry.

 

Jupiter has a strategic alliance with Clariant Group, a global leader in the field for speciality chemicals for development of peptides.  Jupiter and Clariant will jointly develop Unnatural Amino Acids, Protecting Agents, Peptidomimetics and Custom Peptides.

 

Clariant, which is represented on five continents with over 100 group companies, employs about 25,000 people.  Headquartered in Muttenz near Basel, it generated sales of around CHF 8.1 billion in 2005.

 

Financial Performance:

Rs. in Crs.

	
	Y E A R      E N D E D

	
	31.03.06
	31.03.05
	31.03.04

	Net Sales
	78.38
	70.46
	65.78

	Net Profit
	20.57
	18.40
	17.02

	Equity
	8.86
	8.86
	8.86

	EPS (Rs.)
	23.21
	20.76
	19.20


Trailing Five Quarters

Rs. in Crs.

	
	2006-2007
	2005-2006

	
	Q3
	Q2
	Q1
	Q4
	Q3

	Sales 
	27.70
	19.77
	18.06
	23.22
	20.36

	Expenditure
	14.36
	9.58
	9.09
	12.43
	10.98

	Operating Profit
	13.32
	10.19
	8.98
	10.79
	9.38

	Interest
	1.69
	1.48
	1.27
	0.93
	1.03

	Gross Profit
	11.63
	8.71
	7.71
	9.86
	8.35

	Depreciation
	2.83
	2.63
	2.34
	2.52
	1.63

	Profit Before Tax
	8.80
	6.08
	5.37
	7.34
	6.72

	Tax 
	1.58
	1.09
	0.93
	1.23
	1.06

	Net Profit
	7.22
	4.98
	4.44
	6.12
	5.66

	Equity
	8.86
	8.86
	8.86
	8.86
	8.86

	EPS (Rs.)
	8.14
	5.62
	5.01
	6.90
	6.39


JBL has extremely consistent financial track record with steady rise in its topline as well as bottomline.  It reported EPS of 23.21 for 05-06 which is discounted just 7.76 times.
 

Future Prospects:

Rs. in Crs.

	
	FY07E
	FY08E

	Sales
	96.00
	135.00

	Net Profit
	24.50
	35.00

	Equity
	8.86
	12.86

	EPS (Rs.)
	27.65
	27.20


 

Company has been performing extremely well as for 9MFY07, it has achieved NP of 16.61 crs. on sales of 65.53 crs.  In Q3 alone, company has made NP of 7.22 crs. which gives quarterly EPS of 8.14.  In fact, its Q3 sales and NP is highest ever quarterly figures in its entire history.
 

We estimate that, for 06-07 JBL should achieve sales of 96 crs. and NP of 24.50 crs. which will translate into EPS of 27.65.

 

To expand its operations, recently company has acquired one unit of Aurobindo Pharma.

 

New Trigger:
 

Company has a wholly owned subsidiary, which is engaged in the research work in the field of Biotechnology.  In future, this company may be spun-off to unlock value for the shareholders or, this WOS may go for some strategic alliance to expand its research work.

 

a)    JBL has received a significant order from Bachem A.G., a global leader of Peptides, based in Switzerland.  It will be a long term business relationship.

 

b)    Company has also entered into Confidentiality Agreement, with a Big Pharma Company in Europe and in India for potential business collaboration in the Peptide and Chiral Chemistry arenas.

 

c)    Company has also received commitments from a NASDAQ listed company in U.S.A. for a sizeable amount of orders.

 

d)    JBL is also planning to set up a manufacturing base in U.S. for Peptide related products.  It is also looking at Japan for expanding its business opportunities.

 

To meet fund requirements for expanding business, JBL may come out with FCCB.  Although, terms/size of FCCB are still not clear, we have assumed equity dilution of 4 crs. next year.

 

Valuations:
 

In coming years, Biotechnology Companies will enjoy premium valuations as, big P.E. players have taken big stakes in several unlisted Biotech Companies.  However, present valuations of JBL are extremely low although company has been performing consistently well.  Stock is trading at 6.50 x FY07E EPS and 6.60 x FY08E EPS.
 

Scrip appears coming out of hybernation as trading volumes have zoomed.  JBL share prices can go up by 30% in 3 months and it can go upto Rs. 300-325 in less than 1 year. Long term investors may reap still higher appreciation.  Buying Recommended.
By - HEMANT K. GUPTA

Parable Of The Pencil

The Pencil Maker took the pencil aside, just before putting him into the box.

"There are 5 things you need to know," he told the pencil, "Before I send you out into the world.  Always remember them and never forget, and you will become the best pencil you can be".

"One:  You will be able to do many great things, but only if you allow yourself to be held in Someone's hand."

"Two:  You will experience a painful sharpening from time to time, but you'll need it to become a better pencil".

"Three:  You will be able to correct any mistakes you might make".

"Four:  The most important part of you will always be what's inside."

"And Five:  On every surface you are used on, you must leave your mark.  No matter what the condition, you must continue to write".

The pencil understood and promised to remember, and went into the box with purpose in its heart.

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

Now replacing the place of the pencil with you.  Always remember them and never forget, and you will become the best person you can be.

One:  You will be able to do many great things, but only if you allow yourself to be held in God's hand.  And allow other human beings to access you for the many gifts you possess.

Two:  You will experience a painful sharpening from time to time, by going through various problems in life, but you'll need it to become a stronger person.

Three:  You will be able to correct any mistakes you might make.

Four:  The most important part of you will always be what's on the inside.

And Five:  On every surface you walk through, you must leave your mark.  No matter what the situation, you must continue to do your duties.

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

Allow this parable on the pencil to encourage you to know that you are a special person and only you can fulfil the purpose to which you were born to accomplish.

Never allow yourself to get discouraged and think that your life is insignificant and cannot make a change.

By - SHARON GUPTA

	Hemant K Gupta has commendable expertise in thorough analysis of the companies. He is Master buying the scrips at a very low level. He also does PORTFOLIO ADVISORY SERVICES. Investors who wish to avail of his knowledge may write to : CDOFT, 212, Ravi Industrial Estate, 2nd Floor, Off Mahakali Caves Road, Andheri (E), Mumbai – 400 093. Phone : 26873540, (M) : 9821620167


Common Mistakes of Investors

Volality in Stock Market is like uneven bounce in the Sea where one requires guts to face it. Without any knowledge or lack of knowledge, no one can play safely in this volality – What steps one must take in this market so that loss burden may come down.

Every investors commits mistakes knowingly or unknowingly but hesitate to accepts it. Some of the common mistakes are :

1. INVESTMENT WITHOUT PLANNING :  There is no planning or preparation before investments are made. In day to day lite we even plan for very small things like traveling but we fail to do so before making investment worth lacs of rupees.

2. To be dragged in Bull Market : We usually make late entry in a bull market anticipating the market to go still further up, on the contratry we are usually enters at higher levels which may perhaps the time to sell. Long term investors always win.

3. Investing in too many scrips : By Investing our money in too many companies, we are multiplying our worries not our money.

4. Investing less number of Scrips : Analyst usually recommends very few scrips in a Portfolio but it is necessary to have scrips across very sector that are performing well.

5. What should Ideal portfolio looks like : A model portfolio should typically consists of equally amount, short term debt, Large Cap equity and mid-cap equity equally and atleast 8 to 10% of gold should take place in your portfolio.

6. Dig the well before the Fire : Always go with market and planning accordingly and encash it before you think market will fall and that will help you in case of sudden collapse. Book your profit at regular intervals.

7. Check your Portfolio at regular intervals and never put all your eggs in one basket in short your portfolio should represents not less than one sectors.

8. Always find the ways how to book profit and learn the ways to book loss also then only you can achieve success in this Market.

9. Never go against the Market – and meet the loss on the way – market always try to sell in bull market and learn to buy in bear or panic market to maximize your profit. Remember that no one can time the markets.

10. Never rely on tips and market rumors. Do home work and research before investing try to understand the market and try to take home the profit when opportunity comes but never make friendship with Greed and allow your profits to disappear and you appear with bunch of losses.

By – Deepak Vekaria

	IPO / NFO NEWS


Abhishek Mills public issue opens on Feb 20 

Textile and infrastructure company Abhishek Mills Ltd is entering the capital market with an initial public offering to part fund its Rs 218.78 crore expansion. 

The company is coming out with a public issue of 41 lakh equity shares of Rs 10 each for cash at a premium to be decided through the 100 per cent book building process. The price band has been fixed at Rs 95 to Rs 110. The issue opens on February 20 and closes on February 26. 

Expansion Cost 

The issue constitutes 29.27 per cent of fully diluted post issue capital of the company. "Of the total expansion cost of Rs 218.78 crore, the company is raising term debt of Rs 149.9 crore from the technology upgradation funds scheme (TUFS) and Rs 68.88 crore will be raised from the issue and internal accruals," said Anasaheb R. Mohite, Managing Director, Abhishek Mills Ltd. 

The company is setting up an integrated textile plant for yarn dyeing, weaving and fabric processing at Tamgaon, Maharashtra. Post expansion, the spindle capacity will go up to 45,120 spindles from the current 33,120. 

	MUTUAL FUND


Investing in Gold was never so easy

1. What is an Exchange Traded Fund (ETF)?

Exchange Traded Funds are essentially open ended funds that are listed and traded on exchanges like stocks. They enable investors to gain broad exposure to indices or defined underlying asset with relative ease, on a real-time basis, and at a lower cost than many other forms of investing. 

2. What are BeES? 

BeES (Benchmark Exchange Traded Scheme) are a family of Exchange Traded Funds (ETFs) launched by Benchmark Mutual Fund. ETFs are mutual fund schemes, which combine the best features of open ended and close-ended funds. They are like stocks - listed on NSE, liquid, tradable throughout the day, priced continually and in demat form. At the same time, BeES are like index funds – they offer the benefits of diversification, index tracking and low expenses. 

BeES represent a unique tool for investing in a mutual fund at the price and time you choose.

3. What are Gold BeES? 

Gold BeES stand for Gold Benchmark Exchange Traded Scheme. Gold BeES are intended to offer investors a means of participating in the gold bullion market without the necessity of taking physical delivery of gold, and to buy and sell that participation through the trading of a security on National stock exchange. 

Gold BeES is designed to provide returns that, before expenses, closely correspond to the returns provided by physical Gold. Each unit is approximately equal to the price of 1 gram of Gold. 

4. Why should I invest in Gold?

• An Excellent Diversification for your Portfolio

• Global Asset Class

• Hedge against Inflation

• Low Volatility as compared to Equities

• Store of value

5. What are Advantages of Investing in Gold through Gold BeES?

• Potentially cheaper to have price exposure to gold price as compared to other available avenues

• Quick and Convenient Dealing through Demat Account

• No Storage & Security Issues for investors

• Transparent Pricing

• Taxation of Mutual Fund

• Listed and traded on NSE just like a stock-Easy Buying/Selling

• Ideal for Retail Investor as minimum lot size to trade is one unit on secondary market.

• NAV of a Unit will track price of approximately 1 Gram of Gold The above points can be better represented through the table below:

Comparison of Investment in Gold through Jeweller, Bank and GoldBeES:

	No.
	Parameter
	Jeweller
	Bank (Bars / Coins)
	Gold BeES

	1
	Purchase and sale
	Physical Form
	Physical Form
	Dematerialized Form

	2
	Pricing
	May differ from jeweler to jeweller
	May differ from bank to bank
	Linked to international gold prices

	3
	Buying Premium above gold price
	Likely to be More
	Likely to be More
	Likely to be Less



	4
	Making Charges
	Are involved
	Are Involved
	Not involved

	5
	Impurity Risk
	May exist
	May exist
	Cannot exist

	6
	Storage Requirement
	Locker
	Locker
	Demat Account



	7
	Security of Asset
	Investor Responsible
	Investor Responsible
	Taken care of by Fund House

	8
	Resale
	At Deep Discount
	May not be possible
	At transparent Secondary

Market Prices

	9
	Convenience in buying , storage and selling
	Less-As physical movement & transfer involved
	Less-As physical movement &  transfer involved
	More- Totally Demat 

	10
	Wealth Tax
	Yes
	Yes
	No

	11
	Long term Capital Gains Tax
	Only after 3 years 
	Only after 3 years 
	After 1 Year 


6. How do I Invest in Gold BeES? 

During NFO:

The minimum amount of investment during NFO for Cash is Rs.10000 and in multiples of Rs.1000 thereafter. 

Each unit of Gold BeES being offered will have a face value of Rs.100/- each and will be issued at a premium equivalent to difference between allotment price and the face value of Rs.100/-. 

Ongoing Basis: 

Once listed on the NSE, 1 unit of Gold BeES will represent approximately 1 Gram of gold and investors can buy or sell units on the secondary market(National Stock Exchange of India Ltd.) The minimum number of units that can be bought or sold is 1 (one) unit. 

7. What type of Account do I need to trade Gold BeES?

• A trading account with an NSE Broker

• A Demat Account as Gold BeES can be settled only in Demat form. 

8. How are Transactions settled?

Only in Demat account with T+2 rolling settlement.

9. What is the Load Structure in Gold BeEs? 

A New Fund Offer 

Entry Load Slabs will be as below: 

	Investment Entry
	Load

	Rs. 10,000 to Rs. 49,99,000
	1.5%

	Rs. 50,00,000 to Rs. 1,99,99,000
	1.0%

	Rs 2,00,00,000 to Rs 4,99,99,000
	0.5%

	Rs. 5,00,00,000 and above
	Nil


There will be no exit load charge by the Fund 

B Ongoing Basis:

There will be no entry / exit load charge by the Fund. 

10. What is the expense ratio of Gold BeEs?

The total expense ratio will be maximum of 1% per annum. 

11. What is Taxation on Gold BeES?

Since Gold BeES is classified under Mutual Fund, Investor investing in this need not pay Wealth Tax. 

The scheme will have Non equity Mutual Fund Taxation, applicable as per current Tax laws, which

investor has to pay after redemption. 

12. What is the Investment Objective of Gold BeES? 

The investment objective of Gold Benchmark Exchange Traded Scheme (Gold BeES) is to provide returns that, before expenses, closely correspond to the returns provided by domestic price of gold through physical gold. 

13. Where the Market price/NAV for Gold  BeES will be linked? 

Market Price will be linked to the London Bullion Market Association AM fixing price on that particular day in US$/troy. 

14. What is Benchmark Asset Management Company Pvt.Ltd.? 

Benchmark Asset Management Company Pvt.Ltd. is a SEBI approved Asset Management Company &

is: 

. The largest ETF (Exchange Traded Fund) manager in India *

. Largest Index Fund Manager in India Total Assets under management of more than Rs.7938.48 crores * (*as on 29th December 2006.) 

. India’s first Asset Management Company to focus on indexing and quantitative asset management.

. Endeavor to bring newer products in India

. Run and co promoted by professionals with long experience in Indian and International Financial Markets 

Benchmark Introduced: 

. Idea of Gold ETF in the world 

. First ETF in India and emerging Asia

. First Liquid ETF in the World

. First arbitrage fund in India

. First Split Capital Fund in India

. First Quantitative Model based PMS products in India 

15. What are Risk factors?

• Mutual funds and Securities investments are subject to market risks and there can be no assurance or guarantee that the objective of the Scheme will be achieved. 

• As with any investment in securities, the Net Asset Value (NAV) of the units issued under the Scheme can go up or down depending on the factors and forces affecting the Bullion Market, Capital Market and Money Market.

• Past performance of the Sponsors / Investment Manager / Mutual Fund and its affiliates does not indicate the future performance of the Scheme of the Mutual Fund and may not necessarily provide a basis of comparison with other investments. 

• Gold BeES is the name of the Scheme and does not in any manner indicate either the quality of the Scheme or its future prospects and the returns. Investors are therefore urged to study the terms of offer carefully and consult their Investment Advisor before they invest in the Scheme. 

• Though ETFs are popular abroad, it is still a new concept in India. 

• The Sponsor is not responsible or liable for any loss or shortfall resulting from the operation of the Fund beyond the initial contribution made by it of an amount of Rs. 1 Lac towards setting up of the Mutual Fund.

• Investors in the Scheme are not being offered any guaranteed or assured returns. 

• The Scheme NAV will react to the Bullion market movements. The Investor could lose money over short periods due to fluctuation in the Schemes’ NAV in response to factors such as economic and political developments, changes in interest rates and perceived trends in Bullion market movements, and over longer periods during market downturns. 

Prudential ICICI AMC opens close-end equity fund 

Prudential ICICI Asset Management Co. Ltd. on Thursday said it launched Series II of its Prudential ICICI Fusion Fund as a three-year close-end diversified equity scheme. 

The fund would invest in 30-40 stocks, primarily from the mid-cap and small-cap segments of the stock markets, the asset management firm said in a statement. 

The fund would be available for subscription till March 16. 

It would invest at least 70 per cent of its assets in equity and related instruments and the rest in debt and money market instruments, it said. 

The fund would not charge any entry or exit load but those redeeming units before three years would have to pay balance unamortised initial issue expenses, the statement added. 

The fund house managed assets worth about Rs 34,700 crore at the end of January, data from Association of Mutual Funds in India showed. 

Birla Sunlife MF registers offer document 

Birla Sunlife Mutual Fund has registered an offer document to launch Birla Gold Exchange Traded Fund. The objective of the fund is to provide returns that, before expenses, closely track the performance and yield of gold or gold related instruments subject to tracking errors. 

The asset allocation under the scheme will be upto 100% in gold and gold related instruments and 0% to 10% in debt and money market instruments including cash and cash equivalent. 

The minimum application amount is Rs 5000 and in multiples of Re 1 thereafter. The scheme seeks to raise a minimum target amount of Rs 1 crore during the new fund offering (NFO) period. The scheme carries an entry load of 3% if the investment value is below Rs 10 lakh, 1.5% if the investment is between Rs 10 lakh to Rs 5 crore and no entry load if the investment is above Rs 5 crore. The exit load shall not exceed 0.5%. 

Birla MF mulls to unveil Birla Fixed Term Plan Series 

Birla MF has registered an offer document with Sebi for a new scheme-Birla Fixed Term plan Series. The scheme is a closed ended income scheme, which will have a separate portfolio. The investment objective of the fund is to generate current income by investing in a portfolio of fixed income securities maturing normally inline with the duration of the scheme. 

The scheme has duration of 91 days from the date of allotment. The scheme will have dividend and growth plans. The dividend plan would have payout facility. The minimum application amount is Rs 5000/- and in multiples of Re 1/- thereafter during the NFO period. 

The scheme has duration of 6 months from the date of allotment. The scheme will have Retail plan and institutional plan. Each plan under the scheme will have a dividend and growth option. The dividend plan would have payout facility. The minimum application amount is Rs 5000/- and in multiples of Re 1/- thereafter for retail plan and a minimum of Rs 100000 and in multiples of Re 1/- thereafter for Institutional plan during the NFO period. 

The scheme has duration of 12-18 months from the date of allotment. The scheme will have Retail plan and institutional plan. Each plan under the scheme will have a dividend and growth option. The dividend plan would have payout facility. The minimum application amount is Rs 5000/- and in multiples of Re 1/- thereafter for retail plan and a minimum of Rs 100000 and in multiples of Re 1/- thereafter for Institutional plan during the NFO period. The NFO price is Rs 10 per unit. 

BUZZINGSTOCKS

Email – buzzingstock@gmail.com
Mobile – 09833111048
KLG SYSTEL 

BSE 531269   CMP 295.50   EQUITY – 10.38

Delhi based KLG Systel is rapidly moving up the Power sector, just like its Hyderabad based counterpart ICSA Syndicate. After pioneering CDMA based devices that allow automatic billing for power usage through remote access, and implementing the technology successfully to use in the UPSEB notified 30 towns and cities of the State of UP , the corporate has rapidly moved into adjoining states of Haryana and Rajasthan. 

KLG SYSTEL, through its 4 regional offices & 10 branch offices, provides total RFID & SCM solutions i.e. site survey, technical consulting services, technology selection, implementation, testing, evaluation, value added services such as interfacing with legacy system, supply chain optimization and onsite support. SATO RFID solutions are widely used for manufacturing, packaging, shipping & transportation, receiving goods at warehouse, inventory control, issuing out goods at check-outs etc. 

KLG has had experience with more or less all-major companies in generation, transmission and distribution in providing IT based solutions to them. 

With suite of software including ETAP PowerStation, PSCAD/EMTDC, SPARD mp and Electrical Designer KLG covers the entire range of power system requirements for utilities, industrial plants and consultants, apart from educational colleges. The consequent market coverage is approximately 85%. 

FUTURE PROJECTS: Power Sector, especially the distribution companies are still grappling with the problem of high T&D losses. Distribution companies have realized the importance of IT in reducing their problems and are now open to software and real time solutions. 

Sales and NP for year ended 05 – 06 were 51.3 Cr. & 5.2Cr. Sales and NP for latest Quarter 40.99 Cr. & 7.11 Cr 

On YOY basis NP has increased by 105 % & based on quarter latest its increased by 408 %

In 2005 – 2006 dividend was paid 15 %

Tanfac Ind. 

BSE 506854   CMP 40.55   Equity – 9.98

Tanfac, one of India's largest suppliers of Fluorine chemicals incorporated in 1972, is a Joint Sector Company promoted by The Aditya Birla Group of Companies i.e. Grasim Industries Limited, Hindalco Industries Limited, Pilani Industries & Investment Corporation Limited (PI&ICL) and Tamilnadu Industrial Development Corporation (TIDCO). Its plant and facilities are spread over 60 acres in the chemical complex of SIPCOT at Cuddalore near Pondicherry, about 200 kms from Chennai, India. 

Tanfac is engaged in the manufacture of inorganic Fluorine based chemicals such as Aluminium Fluoride, Anhydrous Hydrofluoric acid, Sodium Silico Fluoride, Ammonium Bifluoride, Potassium Fluoride, Cryolite and various other Organic Fluorine based chemicals. 

Tanfac believes in continuous improvement which leads to Excellence. Our efforts to acheive Excellence on all spheres, set us apart from others and has earned our Global presence. Excellence for us is an ever moving target like the never ending journey of the Sun. 

Inorganic Fluorine based chemicals manufactured by TANFAC have vital applications in industries as varied as Aluminium Smelting, Petroleum Refining, Refrigerant Gases, Steel Re-rolling, Glass, Ceramics, Sugar, Fertilizers, Heavy Water, etc. 

Organic Fluoro chemicals are used as intermediates in the manufacture of Pharmachemicals and Agrochemicals. 

Tanfac focuses on variety of specility fluorides which are developed and manufactured depending on specific requirement of customers. 

Sales and NP for year ended 05 – 06 were 110.8 Cr. & 1 Cr. Sales and NP for latest Quarter 29.4 Cr. & 1.78 Cr. 

On YOY basis NP has increased by 203 % and based on latest quarter it has increased by 207 %.

In 2005 – 2006 dividend was paid 8 %

Lok Housing

BSE Code – 500256

Equity – 11.69 Cr only

Latest Quarter Sales up 919 %

Latest Quarter Net Profit up 999%

Trailing 12 Months EPS – 84.4

P/E Ratio – 2.95

GEM OF REAL ESTATE STOCK AT A P/E RATIO OF ONLY 3 ….

!!! GRAB IT NOW !!!

	COMMODITY NEWS


MCX weekly turnover up 2.90 per cent, Metal index up 1.35 per cent

The total weekly turnover of all futures contracts of major commodities was Rs 51,202 crores during the week ended on Thursday (February 07-15) from previous week’s turnover of Rs 49,750 crores. 

The MCX COMDEX closed at 2,143.7 down 3.48 points (-0.16 per cent) during the course of the week; while the MCX Agri Index closed at 1,687,2 down 9.94 points (-0.59 per cent); MCX Energy Index closed at 2,080.7, down 35.31 points (-1.67 per cent) and MCX Metal Index closed at 2,663.4, up 35 points (1.35 per cent). 

In the Bullion segment, all MCX Gold contracts registered a turnover of Rs. 14,286.84 crore, while all MCX Silver contracts have recorded a turnover of Rs. 13,587.09 crore. The open interest for all MCX Gold contracts was 11386 kgs and the total volume recorded was 149,372 kgs. The total volume of all Silver contracts recorded was 6,709,610 kgs. The open interest for all MCX Silver contracts for the week was 377,555 kgs. 

In the Metal segment, all MCX Copper contracts registered a turnover of Rs. 7648.78 crore with open interest of 17,700 tons and recorded total volume of 303,888 tons; while all MCX Zinc contracts recorded a turnover of Rs. 3881.09 crore, with open interest of 19,360 tons and recorded 268,360 tons as total volume. 

In the Energy segment, all MCX crude oil contracts registered a turnover of Rs. 7,055.95 crore with open interest of 27,143,800 barrels and recorded total volume of 994,600 barrels; while all MCX natural gas contracts recorded a turnover of Rs. 901 crore with open interest of 1,701,000 mmbtu and recorded 27 ,467,000 mmBtu as total volume. 

Some of the other major agri-commodities traded on MCX registered the following turnover –

· All Guarseed contracts registered a turnover of Rs. 122.87 crore, with open interest of 9,140 tons and total volume recorded was 64,200 tons.

· All MCX Mentha Oil contracts registered a turnover of Rs. 633.29 crore, with open interest of 1,919 tons and total volume recorded was 10,548 tons.

· All MCX Refined Soy Oil contracts with open interest of 43050 tons registered a turnover of Rs. 744.46 crore and total volume recorded was 166,040 tons.

· All MCX Cardamom contracts registered a turnover of Rs. 114.47 crore, with open interest of 485 tons and total volume recorded was 2392.1 tons.

+++

MCX – COMDEX

	Open:
	2171.69
	High:
	2182.88

	Low:
	2136.18
	Close:
	2143.7

	Previous close: 2147.18

	The Index was up 3.48 points or 0.16 per cent


Disclaimer: The information provided here is only for public information. The information provided here is not guaranteed for its accuracy or completeness. It is solely meant for information dissemination and knowledge sharing. Neither MCX nor its employees accept any liability, whatsoever, for any trading decision and loss incurred or airing from the use of this publication. MCX or any of its affiliates makes no warranties as to the accuracy of information, or results to be obtained from its use.

	Technical Analysis  -  8                                             - Vinod Harlalka


MOVING AVERAGE CONVERGENCE AND DIVERGENCE(MACD)  

The moving averages convergence and divergence(MACD),as the name suggests, measures the convergence and divergence between two exponential moving averages. Or put simply,it is the difference between two moving averages. In this system,two moving averages of varying periods are calculated with the help of the closing price data. Of the two, one is the short-term moving average and the other is the longer-term moving average.                                                                    

The MACD would represent the absolute difference between the short-term moving average and the long-term moving average. This difference is plotted on the y-axis and the x-axis would represent the days. If one wants to calculate the weekly MACD, one would obviously have to consider the weekly averages (based on weekly closing prices)

In the absolute version, the MACD on a given day is derived by deducting the long-term average on that day from the short-term average. If the long-term average is less than the short-term average, the MACD would     be positive. If both are equal, it would be zero. In case the long-term average is greater than the short-term average, the MACD would be negative. In other words, as long as the short-term average is below the longer one, the  MACD will remain negative of below the zero line. When it goes above the longer one, the MACD will turn positive or above the zero line. At the point of intersection, when both the averages are equal, the MACD would be equal to zero.

There are two popular combinations of averages, the first one is the 12-day and 26-day exponential averages and the second one the 12-day and 48-day exponential averages. Now another average is generally superimposed over this graph. Here for the combination of the 12 and 26-day exponential averages, the use of a 9-day exponential average is quit popular and in the 12 and 48-day exponential average combination, the use of a simple 10-day average is quit popular.  

Eg  of  Calculation of MACD:

	PRICE

	12-DAY 

EMA

(a)

	48-DAY

EMA

 (b)

	MACD OF 

 a   & b

(c)


	325.00

	325.00

	325.00

	0.00


	345.00

	328.00

	325.80

	2.20


	335.00

	329.05

	326.17

	2.88


	322.00

	328.07

	326.02

	2.05


	315.00

	326.11

	325.58

	0.53


	317.50

	324.10

	325.26

	-0.44
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The simplest form of calculating a trend deviation involves the relationship between the current price and the moving average. The oscillator is constructed by comparing the latest price by the average. Quit simply,When the price and the average are identical, the oscillator is plotted at zero. When it is above the average, the momentum series is in positive territory, and  vice versa. Zero or equilibrium crossovers, therefore indicate when the price crosses above and below is moving average.                                      

Now, let us turn to the use of the average that was superimposed on the MACD line. Technically, if the MACD line moves above the average line, it is a signal to buy and if the MACD line moves below the average line, it is signal to sell. These buy and sell signals are more pronounced if  

they occur after a substantial rise or fall. In other words, the average that is superimposed works as the trigger line and buy and sell signals are generated by the cross-over of the MACD line and the trigger line.

Next time: STOCHASTICS

	BROKERAGE REPORT


Buy Nagarjuna Const; target of Rs 257

Report By - FinQuest Securities 

Nagarjuna Construction Company (NCC) an established player in the construction sector has a robust, well diversified order book and good real estate plans in the pipeline. 

Investment Argument

NCC has a strong unexecuted order book in hand of Rs 70bn which is 3.8x its FY2006 revenues. The orders are fairly diversified into Road, Hydro Power, Irrigation, Civil Construction and Electrical segments. 

NCC has a sizeable BOT/BOOT project portfolio. These BOT projects are diversified into two segments namely roads and power. The successful construction and execution of these projects will lead in continuous revenue stream going forward. 

The company is executing major projects in the housing sector for reputed clients. NCC owns a sizeable land bank and plans to develop nearly 12mn sq ft. in next 4-5 years. 

We expect the company to improve on the margin front as it has good number of power and housing projects in its portfolio. NCC has also reported good set of number in its Q3FY2007 results. The diversified order book will cushion the margins and help the company to maintain its margins going forward.   

Thus, NCC offers visibility in volume growth in line with its peers. With robust revenue flows we expect the company to witness a CAGR of 50% in sales and 55% in profits for FY2006-08E. 

Valuations

At the CMP of Rs 189, on core business valuation the scrip trades at 22.1x FY2007E EPS of Rs 8.5 and 15.6x FY2008E EPS of Rs 12. We have valued NCC's core business at Rs 206, BOT/BOOT projects at Rs 38, real estate venture at Rs 11 and Gautami Power project at Rs 2. We Initiate Coverage on the stock with a Buy recommendation and 12 month target Price of Rs 257 on SOTP basis which translates into annualized returns of 36%.

Buy Guj Ambuja Cement; target of Rs 155

Report By - Networth Stock Broking 

Highlights for the quarter. 

Gujarat Ambuja Cement Q6CY06 results were below our   expectations on account of lower sales volume, higher raw   material, freight cost and other expenses. The company posted   72% y-o-y increase in sales to Rs.13.29bn on back of 21%   growth in dispatches and 41% growth in realization to 160 per   bag as against our assumption of Rs.161 per bag. Ambuja   Cement Eastern Limited was merged with the company with   effect from 1st jan 2006 and to that extent Q6CY06 number and   18 month CY06 result are not comparable EBIDTA showed a 137% increase y-o-y to Rs.4.79bn with margin   increasing by 995 basis points to 36.1%. EBIDTA per tons of   cement increased to Rs.1163 from Rs.596 in Q3FY06 and   Rs.1107 during Q5CY06.  

On the cost front operating cost per ton of cement was at   Rs.2056 during the quarter as against Rs.1655 during Q3FY06   and Rs.1958 during Q1FY07. The rise in cost was mainly   attributed to raw material (Up 36 % y-o-y and 12.3 % q-o-q to   Rs.169 per ton) freight cost (Up 50% y-o-y and 5.36% q-o-q to   Rs.621/ton) while power and fuel cost were contained at   Rs.556 per ton (2.78 y-o-y and 6.9% lower q-o-q) and higher   other expenses (Rs.545/ton as against Rs.512 in Q3FY06 during   Q1FY06 and Rs.510/ton during Q5CY06).  

PBT increased 267% to Rs.4.58bn on account of lower interest   and higher other income, while lower tax provision( at 26%   vs. 29% last year) led to net profit growing by 285% to   Rs.3.38 bn. 

The company has announced a capex of Rs.33.5bn over next   three years towards setting up 6 million cement capacity   (3 million MT in Bhatapara in Chattisgarh and 3 million MT in   HP) and towards setting up 178 MW power plants various   location. The capex could solely be financed through internal   accrual leading to a debt equity ratio of current 0.22 to 0.14 by   CY08 end.   

Valuation   

At Rs.130 the stock is trading at of 12.07 and 13.68x CY07E and   CY08E standalone EPS and 7.52 and 9.07x CY07E and CY08E EV/   EBIDTA. On EV/Ton basis, the stock trades at 248 USD per ton and   191 USD per tons of its CY07E and CY08E end capacity of 16.2   million MT and 22 MT cement. With firm price outlook on cement   price, cost saving from power plant and possibility of increased   sale through higher blending, we remain positive on the prospects   of the company and maintain “BUY” with reduced one year price   target of Rs.155. At this price the stock would be valued at 13.3x   and 15x CY07E and CY08E standalone EPS and 8.37x and 10x CY07E   and CY08E standalone EV/EBIDTA and 275 USD per ton and 211   USD per ton of CY07E and CY08E capacity (Rs.145 /share) and   (Rs.10/share value of put option for 33% stake in ACIL).   
Buy Union Bank; target of Rs 141

Report By - Networth Stock Broking 

Highlights for the quarter

UBI reported lower than expected business growth of 11.9%  y-o-y at Rs 1355.95 billion. Deposits declined by 1.6% y-o-y at  Rs.772.92 billion and advances declined by 5.1% y-o-y at  Rs 583.03 billion. CASA mix was enhanced to 34.9% from 32.7% in  the previous year. Retail and agriculture loans increased by  23% while SME advances rose by 27% y-o-y.    

NIMs for Q3FY07 improved to 2.99% from 2.76% in Q2FY07 on  the back of improvement in yield on advances from 8.59% to  8.72% q-o-q and stability in cost of deposits from 5.14% to  5.15% q-o-q. NII growth stood at 7.3% y-o-y and 9.3% q-o-q. Cost/income ratio was enhanced from 45% to 43.3% y-o-y.

Net profit of Rs.2558.4mn posted 11.7% y-o-y growth as a  result of higher provisioning at Rs.1425.9mn.  . CAR stood at 13.2% for Q3FY07 with Tier I at 8.06%. 

Asset quality was maintained with provision coverage at 66.4%. Gross and net NPA levels were 3.27% and 1.12% respectively on the back of good recoveries of Rs 2020 million.  

The bank added 77 branches and 76 ATMs during the quarter and brought 144 branches under CBS. 

Valuation:  

Following the fall in NIMs in Q2FY07, UBI focused on enhancing its CASA mix to improve NIMs. At the CMP of Rs.106.15, UBI is  trading at a P/Adj BV of 1.3x FY07E and 1.1x FY08E. We maintain  “BUY” with a one-year price target of Rs 141.  

Buy Wipro; target of Rs 730: 

Report By - P-Sec report 

“Wipro in its annual analyst meet has confirmed stance to increase the size of its acquisitions to around US$ 100 mln. For Q3 FY07 the topline Rs 39726 mn (44% y-o-y, 11.7% q-o-q) has been driven by strong performance in the Wipro Infotech and Consumer care & others. The acquisitions (global IT) have contributed Rs 1435 mln. The BPO division has seen strong revival this quarter with a 8% sequential surge in revenues. The company has done well by restricting the OPM contraction of 106 bps despite rupee appreciation and full quarter effect of offshore salary hikes. The stock is trading at 27.5x FY08P EPS and 22.17x FY09P EPS. We recommend a BUY with a price target of Rs 730.”

Grabal Alok will give good returns in 12-18 months 

Report By - Edelweiss Research 

Indian embroidery industry enjoys advantages in terms of low cost and highly skilled labour as well high design capabilities, which makes it the preferred outsourcing destination globally. Embroidery exports from India are expected to grow at a 14% CAGR to INR 6 bn by FY08.  

Grabal is expanding its capacities to cash in on the growing domestic as well international demand. It is increasing its capacities by ~80% at a capital expenditure of INR 250mn.  Its recent acquisition of Hamsard, a value for money retailer in UK, gives it further leverage in terms of retail presence in the international market. 

We expect Grabal’s revenues to double from FY06 to FY08E, on the back of increased production volumes and higher realisations on value added products, with EBITDA margins of ~30%. In view of the buoyant fashion and embroidery industry, company’s capacity expansions, entry into newer markets and improving product mix and margins we believe Grabal will offer good returns to investors over the next 12-18 months. 

Buy Bharti Airtel

Report By - DSP Merrill Lynch

Leadership status intact as RCom loses Hutch bid 

Bharti’s leadership of the Indian wireless market, with ~22% subscriber market share, remains undisputed as Reliance Communication (RCom), ranked No.2 with ~20% market share, has lost the bid to acquire Hutchison-Essar. Vodafone has won the bid to acquire control of Hutch-Essar that ranks No.4 in India with ~16% subscriber market share. Potential acquisition of Hutch could have catapulted RCom to be a dominant No.1.  

Parting gifts from Vodafone 

Media reports suggest that Bharti may have waived a no-compete clause to facilitate Vodafone’s (VODPF/VOD; 149p,USD29.0;B-1-7) acquisition of Hutch; Vodafone owns ~10% of Bharti Airtel & hitherto held 2 board positions in Bharti. Vodafone will step down from Bharti’s board & relinquish all mgt rights. Also, Vodafone has agreed with Bharti for infrastructure sharing, use of Bharti as the preferred vendor for NLD, ILD and leased line services, & provision of 50% of Vodafone’s in-bound roaming traffic to Bharti for three years. We think the financial benefits of these terms may not be dramatic but Bharti is likely happy that Hutch is not in the hands of other competitors, esp. Reliance. Additionally, Vodafone’s parting gifts to the Mittal family include: 1) its decision to retain the 4.4% indirect stake in Bharti, 2) Vodafone has offered the Bharti group an option to buy-back (likely at a discount to market) its 5.6% direct stake in Bharti with deferred payment over 18-months. 

Competitive dynamics unlikely to change much, Buy 

Vodafone expects ~20-25% market share in India over the long-term; this suggests that competitive intensity in the Indian wireless sector will remain high. However, we do not see this as a materially different situation versus earlier. We think Bharti’s performance will continue to be boosted by its distribution & network leadership, coupled with strong management. Bharti will also reap temporary gains from factors like settling time for Vodafone, continued litigation over BSNL’s mega-tender, & spectrum issues restraining RCom’s GSM expansion.

	ZODIAC WISDOM                                               – Mahesh Gawande


MONTH OF FEBRUARY 2007:
Monthly view, there was lot of time to finish it, holidays made me relax, and as always delay in execution leads to trouble. January is generally a difficult month for most of us the simple reason is SUN transit to CAPRICORN on 14th. Anyway from stock market point of view, it was good month, as quite large number of midcaps, cash group stocks have started going up, giving some relief to investors. Rather few penny stock investors have made huge money. Nifty movement was positive. 
Very interesting thing that was noticed was during January 11 to 24th zone stocks mentioned as negative did went down, but the follow rally was much more impressive. Nifty, state bank and tata motors rewarded nicely to bear operators. Since market main trend is still in major uptrend, bearish trades need to be squared up early.
TISCO, the results would be wonderful for the investors with 5 year view. 

February 5 to 18: Sun transit to Dhanistha, Mars is exalted in this sign; engineering-construction companies are directly influenced, with positive bias. Cement or adhesive products manufacturing stocks will do well. This is one of the best Nakshatra for the operators, proper planning yields big results, ordinary souls tend to fall prey to capricious moves of the informed speculators. Proper execution of trades based on information generally gives good results, but during this zone it pays best. Engineering sector there are stocks not really traced by many well below their potential price, a PSU stock EIL.
Anyway coming first week, does not seem to be rosy as planetary aspects are quite bad, and could show a bigger surprise most unexpected can happen, 7 to 11 seems to be very bad phase, communication, bank and finally One of the TOP ten from nifty might witness heavy offloading due to some external development. Any panic selling during this zone can be used as investment opportunity. Positive Stocks: TCS, REL, ITC, Indian Hotel, Andhra Bk, HDFC, Tata tea…and finally ICICI. 
13 to 17, generally things look positive and many stocks will give good rally especially from the fertilizer and chemical, pharmaceutical stocks would do very well. Wockhardt, GLAXO, SUN in fertilizer GNFC, ZUARI, attractive. 
In the weekly report Friday is mentioned as very auspicious investment 9th day. 
On rise when premiums of put (MARCH) shrink one should aggressively look forward to invest in puts of NIFTY, IVRCL, TISCO, ESCORS, ZEE, RIL, REL.CAP and India Cement.

February 19 to 28: Sun transit to sign Aquarius, Nakshatra is Shatataraka… lord is RAHU, is not a planet but it is directly linked to commercial side of every transaction. Aquarians, diehard or daredevil gamblers are found under the influence of this sign and particularly Nakshatra Shatataraka. This is the time when accounts are tallied; group of people start dividing their profits, or simply put some charts will show good divergence. 
The industry that is directly represented is primarily intelligence or patents, research based stocks, companies into high tech equipment etc. Nuclear based Electric plants are the prime known end product. In short products where input is low and output is huge.. a very common example known to stock market is derivatives products.. Investment is low but profit/loss is huge. Very bright possibility outstanding derivative may touch all time high, and might peak out in the month of February, we also might see considerable decline in month of March. Good profit booking or artificial major movement is indicated from 20 to 24 of February, technology stocks might witness hammering. Incidentally derivatives will close on February 22. 

Stocks with positive bias are, ITC, ONGC, REL, United phos, SAIl and TCS.
Negative, or decline expected have already been mentioned in the above para, where puts mentioned to be purchased.
	OTHER NEWS


Mazak and Binani announce Joint Venture for Zinc Alloys 

Mazak Ltd a premier manufacturer of die-casting alloys and Binani Zinc Ltd (a subsidiary of Binani Industries Ltd) have announced a 50:50 Joint Venture for the manufacture and marketing of high quality zinc die-casting alloys based in Cochin, Kerala, India. 

The state-of-art plant for Zinc Alloys will come on stream by the end of February. With orders flowing in ahead of commissioning, the first shipments will commence immediately and the unit will be gearing up to attain its installed capacity of 10000 MTPA, by March 2007. 

Mazak Ltd, with manufacturing facilities in the UK and Slovakia, is one the world’s leading producers of zinc based alloys and pigments. The Binani group, with major interests in cement and glass fibre , was also the pioneer in the manufacture of Special High Grade zinc metal in India. 

The manufacturing resource excellence of Binani coupled with advanced technologies of Mazak produce a unique synergy that will translate into world-class products for customers combined with unrivalled service and support, and the security of supply of a local producer. 

The JV would also be able to provide alloys, custom made for specific applications, thanks to the extensive application knowledge of the partners. In addition the JV will offer a “Total Solutions” concept from design and prototyping through to tooling and production.
Small saving schemes suffer as banks raise interest rates
Who will be the biggest loser of the recent uptrend in interest rate? The government — both Central and the state — as it is the largest borrower. But, while the Centre’s loss will be confined to higher interest liabilities, states will lose on revenue account also, as the hike in interest rate on term deposits by the commercial banks have rendered a number of small savings schemes less attractive. Loans from small savings collections have become a major source of revenue for the state governments over the years, but now as the collections under these schemes are feared to be affected, the states’ revenue from this kitty will fall. 
Banks are offering 9% interest rate for one year term deposit. That is, one year deposit in banks now earn the same return as many of the long term deposits under small savings schemes earn. Besides, long term fixed deposits in banks are now getting the same tax benefits as deposits under small savings schemes. 
That Indian households opted for small savings instruments in the past is understandable. After all, for average individuals, whose priority is safety, there were few other saving options when interest rate in banks nose-dived. Total small savings collections have more than doubled during the last five years from Rs 79,311 crore in ’00-01 to Rs 1,70,421 crore in ’05-06. Outstanding amount under these schemes increased 133% during the same period. 
This, of course, is not surprising. The large scale retrenchment and future uncertainty had greatly enhanced the saving propensity of Indian households in the nineties. A fall in interest rate had compelled them to increase the amount of savings too. As the actual return on savings declined due to a fall in interest rate, households were forced to save more so as to maintain the flow of return at the same level as earlier. 
The larger part of this savings was made in small savings instruments as they gave higher return compared to banks. State governments were happy as the amount collected under these schemes came to them as loans from the Centre and helped in their budget exercise. But, now as small savings collections are affected due to competition from the commercial banks, states’ receipts too would decline. 
The process, in fact, has already begun. Total receipts under these schemes increased by only 7.5% in ’05-06 over ’04-05 as compared to 16.6% rise in the previous year. The collections grew by 28.8% and 29.2% in ’03-04 and ’02-03 respectively, over the corresponding previous year. 
	INVESTMENT POINT


SENSEX –   14355 on  15-02-2007

Dear friends, 


From a trading point of view :

For next week: With highly Volatile, Sensex has resistance at 14376-14399 above which other resistance levels are at 14417-14456. In downside support levels are at 14276-14202 levels; below 14404 level, other support levels are at 13640-13404 levels. I am positive for next week above 14404 level but be with the trend. Let the market decide further moves. As we are saying from many days Buying is suggested in falls only... and its still a better strategy in the given scenario...

Regarding long term positions, it is preferable to remain cautious now... If sensex crosses 14404 level, again then the upper side target is quite high and it may touch 14707 before February - 2007. One can go for buy at those levels also, but in absence of that its time to book profits NOW  (atleast partially). This is a pessimistic outlook but that's the way we tend to be, in this market.
· EQUITY SUPER STARS 

1. MANGALAM CEM :  (190):  Buy at Rs 175 level considering minor support of Rs 167 and stoploss of Rs 161 for an upper target of Rs 199-207 levels. Below Rs 161 it can slide upto Rs 156-153 levels. 

2. PENLAND LTD. : (430) : Operator based buying has been there in this stock. It is suggested to buy at Rs 416 with SL of Rs. 404 for the target of Rs 447-470; below Rs 404, it can fall upto Rs 397-390 levels.  If it crosses Rs 470 level than expect non stop rally upto  Rs 496.
3. UNITECH LTD. : (390):  This stock is looking very good. Buy at Rs 381 with SL of Rs 367 for the target of Rs 391-404 levels below Rs 367 stock shall witness free fall.

4. SSI LTD. (158):  Buy delivery of this stock at current levels with SL of Rs 151 for the target of Rs 170-178 level. It is very good for long term position also. 

5. BHARTIYA INT. : (174): Buy at Rs 167 with SL of Rs 162 for the target of Rs 184-196 levels below Rs 162 it can show further fall. 

6. GEE LTD. : (102): Buy at Rs 98 with SL of Rs 92 for the target of Rs 110-123 levels. It is very good for short to medium term.

7. KESAR ENT. :  (107):  Buy at Rs 101 with SL of Rs 93 for the target of Rs 117-130  levels. It is very good for medium to long term investment. 

8. SAGAR CEMENT : (154):  Buy delivery of this stock at current levels with SL of Rs. 147 for the target of Rs 167-180 levels . It is very good for long term position also.

9.  DIAMOND CABLE : (152): Buy at Rs 147 with SL of Rs 138 for the target of Rs 167-178 level. It is very good for medium to long term investment.

10. TANEJA AERO : (276): Buy at Rs 270 with SL of Rs 261 for the target of Rs 289-297 levels . It is very good for medium to long term investment.

11. BHARAT SEATS : (96): Buy at Rs 90 with SL of Rs 86 for the target of Rs 101-120 levels . It is very good for medium to long term investment.

12. BPL LTD. : (88): Buy at Rs 80 with SL of Rs 76 for the target of Rs 96-107 levels. It is very good for medium to long term investment.

· FUTURE-OPITION  STARS

1. GMR INFRA : (418): Buy at Rs 406 with SL of Rs 398 for the target of Rs 427-440 level below Rs. 398 it can show further downfall. 

2. VSNL : (430): Buy at Rs 416 with SL of Rs 404 for the target of Rs 441-460 levels below Rs 404 it can show further downfall up to Rs 393.

3. HDFC : (1705): Buy at Rs 1690 with SL of Rs 1664 for the target of Rs 1726-1760 levels below Rs 1664 it can show further downfall up to Rs 990.
4. TISCO : (444): Buy at Rs 440 with SL of Rs 432 for the target of Rs 458-470 levels below Rs 432 it can show further downfall up to Rs. 410.

5. SUZLON : (1045): Buy at Rs 1023 with SL of Rs 1009 for the target of Rs 1067-1086  levels below Rs 1009 it can show further downfall. 

~ :  SMALL SAVING SCRIPTS : ~

1. SURANA TELE : (27): Buy at Rs 25 with SL of Rs 22 for the target of Rs 31-37. 

2. AGRO DUTCH : (32): Buy with SL of Rs 27 for the target of Rs 37-42 below at Rs 27 it can slip up to Rs 25-22 levels.  Crossover above Rs 43 level will take the stock to Rs. 50. 

3. TRIGYN TECHNO : (31):  Buy at Rs 27 with SL of Rs 22 for the target of Rs 37-40 levels below Rs 22, it can show further downfall.

4. SHRI ADHIKARI : (19):  Buy at Rs 15 with SL of Rs 13 for the target of Rs 23-30 levels . It is very good for long term position also. 

5. BNK CAPITAL : (56): Buy at Rs 50 with SL of Rs 47 for the target of Rs 61-67 levels below Rs 47 it can show further fall. 

6. IND SECURITY :  (16): Buy at Rs 15 with SL of Rs 13 for the target of Rs 19-23 levels . It is very good for trading position.

7. SWAN MILLS : (98) : Buy at Rs 90 with SL of Rs 86 for the target of Rs 104-120 levels. It is very good for trading position.
 :  DISCLAIMER  - : 

These educational recommendations are based on author’s personal observations & on the study of technical analysis and hence, do not reflect the fundamental validity of the script. Due care has been taken by the author while preparing these comments & outcomes, But still no responsibility will be assumed by the author/Publisher for the consequences whatsoever resulting out of acting on these recommendations. You are advised to take your position with your best sense and judgment. This document does not claim for profits/Losses. Some Information, here with provided is obtained from the sources deemed to be reliable but is not guaranteed as to accuracy and completeness.
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