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The summation of the last 
week was quite clear that 
that the market was not 
witnessing strength and 
needed a lot of follow thru 
for the trend to improve. 
At best, it was mentioned, 
one could expect some 
consolidation and readers 
were suggested to wait for 
sharp declines to buy in. 
The drubbing that the 
market received in the first 
four days of the week left 
everyone rather wounded 
and gasping for breath. 
The Street was suddenly 
affected by a ‘scam virus’ 
and it got to a point where 
everyone began to see 
scams everywhere! Any 
stock that had even a 
whiff of operator associa-
tion was slammed down in 
expectations of being 
named soon by Sebi! This 
got pushed to ridiculous 
lengths when on Thurs-
day, fully 23% of the 
traded stocks on the BSE 

were at lower circuit levels! Alongside, the volumes were going 
up progressively and the breadth was turning worse every day. 
Sentiments got completely overdone and it was only some bet-
ter than expected IIP numbers and some bottom fishing by in-
stitutions that managed to save the day on Friday, pulling back 
the losses for the week a bit. 
One of the telling evidences of the week is the fact that the 
small and mid cap indices took a bit hit. If one were to check 
the moves in these indices, we find that the sensex has re-
traced about 38% of the rise from the Nov 09 low to the Nov10 
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Special points of 
interest: 
• Better than ex-

pected IIP num-
bers save the 
market on Friday 
from further de-
clines after ear-
lier 4 days saw 
some very active 
selloff. 

• Sentiment 
spooked by sud-
den scam-
aversion and 
people began 
suspecting every 
mid cap stock of 
a scam! 

• FIIs sell some but 
nothing meaning-
ful that could 
create any dam-
age. 

CURRENT TECHNICAL SETUP 

Intermediate support trend line: 18430 
 
200 dma level: 18585 
 
Key swing levels :  20148 for resistance and  for support 18971                   
  
Sensex Stocks above 200dma: 22 out of 30 (Unchanged)  
 
Gains/Loss for the week: 4797 Advances  and  10249 Declines   

Source : Advanced GET 

Sensex Weekly Chart 
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high. In comparison, the Mid cap index has retraced about 48% of the move while the Small cap index has lost about 
55% of the move. This clearly shows that the broader market has taken a big hit in contrast to the large caps. Since most 
of retail traders and investors are mostly in the small and mid cap segment, it is evident that they would all be stuck in 
some stock or the other. With prices down so sharply, a lot of their money is held up right now in non performing stocks.  
Typically, at such times, their participation in the market reduces and the stocks begin to languish. We can expect some-
thing like that in the week ahead or even perhaps longer. 
 
Of course, given the oversold status of the market currently we can expect some rally to ensue. We saw some evidence 
of that on Friday itself and probably this rally should continue into this week. Time cycles indicate that the market should 
probably make a high around the 16th or the 21st of this month. So the rise should sustain into those trend changing 
dates. But such a rise may be led by recovery in large cap stocks. The indices have dropped 10% and this is also the 
typical range that the markets have exhibited for reactions in the past too. Hence value hunters will doubtless emerge. 
Bank sector was the one that led the market downward and its recovery will probably be essential for the recovery too. 
The IT sector was among the least affected in the decline and appears to have become the new defensive sector. How-
ever, the upward rally in the coming week should be led by the momentum stocks and that would mean Metals, Real 
Estate and Banks to be followed by others. It is 
likely that the IT stocks may take a bit of a 
breather while the others rally up. 
 
The attached chart this week shows the pull back 
of the index to the level of the 38% pullback. The 
index has made a slight higher bottom compared 
to the low in end November. That can be consid-
ered a positive provided it manages to hold on to 
this advantage. Take a note of the slight positive 
shift in the RSI reading shown in the lower panel. 
This is another positive. Is this enough to send the 
market higher? Maybe not. Looking at the sto-
chastic indicator (given in the earlier chart) we find 
that it has not developed a strength band indicator 
on either top or the bottom. Typically, this hap-
pens when the market is going to slip into some 
consolidation mode. We have already mentioned 
earlier about how the sentiment damage can lead 
to consolidation and here is another evidence that 
is pointing in the same way. 
  

Index review continued 

Index View: Conclusion and Strategy 
Summing up, the market seems set to recover from the drubbing that it got earlier in the week. Since most of the dam-
age was owing to a crisis in confidence created by a sudden aversion to operator stocks and fears of more scams 
erupting, it is expected that these would get washed away quickly enough. Helpful events like better IIP numbers and 
some possible value hunting emerging again in the coming week could help fast forward the recovery program. How-
ever, the bigger picture suggests that the market may prefer some consolidation right now but one should not overlook 
the fact that 38% retracement is the bare minimum that occurs in a good strong uptrend. If that consideration prevails 
then the market could yet find its feet quickly. Either way, next week’s price action should give us a clue about which 
way the market is viewing the recent activity. 

Top : Weekly chart shows an uptick in the RSI showing some resolve to 
move higher 
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SHORT-TERM INVESTMENTS   

J B F Industries : (175.05) 

Source : ASA 

The stocks recommended under this section has a maturity period of around 1-3 months. 

Asahi India Glass Ltd. : (96.30) 
Prices of this Auto part & equipment counter        
survived the volatility witnessed during past week to 
a large extent as the bulls managed to hold the fort. 
Though the overall market decline, resulted in stock 
erasing some of its gains, bulls strongly defended 
lower levels of 92.70 and in fact displayed good 
signs of recovery, which is evident from long lower 
shadow. 
 
In addition a 20 Day EMA is also providing support 
and prices are hovering around the same            
suggesting bulls are still favoring this counter.     
Volumes have been steady and momentum reading 
too are supportive of bulls. With the overall outlook 
looking good, we recommend a buy in this counter 
around 96 for a target of 105 / 109, keeping stop 
loss below 89. 

Stocks in the polyester chip manufacturing business 
have announced some spectacular results for the 
first half of this year and JBF was no exception as it 
has shown a sharp jump in earnings in the second 
quarter. In anticipation of the good results, the 
prices had already spurted to a high at 228 by end 
October and in the recent market correction, have 
retreated to a low at 147 before closing the week at 
175.  
 
The last week low was a 38% retracement of the 
entire advance from the Dec 08 low and hence a 
good point to look for supports. The weekly RSI 
charts also indicate good strength and no dissipa-
tion of that yet. Hence one can look at building some 
long position in this stock at current levels as well as 
on dips back to bear 165 levels in anticipation of an 
advance towards 220 levels across the next 3-4 
months. 
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