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Markets end lower for the second consecutive week

Carrying on from last week, the week gone by which had only three trading sessions saw the markets sliding down
further. It was the second consecutive week of losses. W-0-W, the Nifty ended 2.18% lower. Reflecting the weak
sentiments, market breadth was negative in all the three trading sessions of the week.

W-0-W volumes were lower by almost 44% on the NSE. This was expected as the week gone by had only 3 trading
sessions.

Technical perspective

Zooming into the daily charts of the Nifty, we notice that the index has reacted from the 200 day Exponential
moving average and moved lower during the week. In the process, it has also closed below the 13-day simple
moving average. The index is now resting on a trend line that has held down the major highs of Sept and Mid-Oct
2011 (See the chart above).

Reflecting the weakness seen in the last two weeks, the short-term momentum readings have also dipped lower. As
can be seen from the chart above, the 14-day RSI has cut its 9-day EMA from above.

On a longer perspective, the Nifty also remains below a downward sloping trend line that has held down the major
highs of 2010 and 2011 (See the chart on the next page). The Nifty failed to move above this downward sloping
trend line after registering a fresh intermediate uptrend by moving above the previous highs of 5169 during the
week ended 28™ Oct 2011. The current short-term uptrend would reverse with a closing under their immediate
lows of 5011.
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5169 and 5011 will be crucial levels to watch in the coming week

Given that the Nifty is currently resting on a trend line that has held down the major highs of Sept and Mid-Oct
2011, traders will need to watch if this trend line can continue to act as a support (5169) in the coming week (See
the red horizontal trend line in the chart on the first page). A failure to act as a support could see the Nifty drifting
down further towards the short-term trend reversal levels of 5011.

Given that the short-term technical indicators are giving weak signals and the above mentioned trend line support
is not very strong, the odds do seem high that the markets could drift down further towards the short term trend
reversal levels of 5011.

It is important that the short-term trend reversal levels of 5011 act as a support; else the current uptrend would
reverse. In this scenario, the Nifty could then head towards its previous lows of 4720.

If the Nifty is able to hold above the 5011 short-term trend reversal levels, then expect this index to make another
attempt to move towards the 5326-5400 levels.

NSE Nifty Weekly chart
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Strategy

Given that weakness is expected in the short term, we recommend traders to avoid going long till there are signs
of strength emerging.

Short term traders must be prepared to go either long or short depending on which direction the markets move
early next week. Longs can be built if there is evidence that the trend line supports of 5169 are holding. Else,
shorts can be built for downside targets of 5011.

Being short-term trend reversal levels, the 5011 levels on the Nifty are the next best level to enter into long
positions. This is because they provide excellent risk reward trades to the short term and positional
trader/investor. This is of course provided that there is evidence of buying emerging at these levels.

Retail Research 2



I HDFC securities

Here are the key levels to watch for the coming week;

Trading Strategy: Markets could remain weak in the short term. We recommend traders to avoid going long till
there are signs of strength emerging.

Action Points

Current Close 5169

Immediate Resistances 5199-5326 200 day EMA resides here

Immediate Supports 5085-5011 5011 are the short term trend reversal levels of the Nifty
Further Downsides 4882-4720 Recent lows of the Nifty

Further Upside Targets 5400-5470 5470 levels correspond to major trend line resistances

Stock Pick — Short 3ilnfotech
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3ilnfotech closed at a new 31 month low on Friday as it closed below the previous lows of I25 touched during the
week ended 13" March 2009. The sell-off seen this week was accompanied with above average volumes and the
stock also trades below the 13-day and 50 day simple moving average.

Short-term momentum readings too are in decline mode. As can be seen from the chart above, the 14-day RSI has
dipped lower and cut its 9-day EMA from above.

We believe the stock is ready to move lower and therefore recommend a short. Our entry levels are between I23.5-
24.0. Stop loss is at ¥24.7, while downside targets are at 321.0. CMP is 323.5. Holding period is 3-7 trading sessions.

Note: Once the market opens for trade, the analyst will review it and decide to give the call through an internal mail/SMS at the
same or different levels of entry, target and stop loss or not give the call at all. Clients could get in touch with the analyst through
their designated dealers to check about this.

Analyst: Subash Gangadharan (subash.gangadharan@hdfcsec.com)
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HDFC Securities Limited, Trade World, C. Wing, 1st Floor, Kamala Mills Compound, Senapati Bapat Marg,
Lower Parel, Mumbai 400 013 Phone: (022) 66611700 Fax: (022) 2496 5066

Disclaimer: This document has been prepared by HDFC Securities Limited and is meant for sole use by the recipient and not for circulation. This
document is not to be reported or copied or made available to others. It should not be considered to be taken as an offer to sell or a solicitation to
buy any security. The information contained herein is from sources believed reliable. We do not represent that it is accurate or complete and it
should not be relied upon as such. We may have from time to time positions or options on, and buy and sell securities referred to herein. We may
from time to time solicit from, or perform investment banking, or other services for, any company mentioned in this document. This report is intended
for Retail Clients only and not for any other category of clients, including, but not limited to, Institutional Clients
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