India Alternative Research

DAILY MARKET OUTLOOK

Market Snapshot

After Mondays agony, the markets bounced back yesterday and barring the initial volatility, the
bears never really appeared in a position to do an encore. The Sensex opened 49 points higher at
12,504 backed by smart gains in the Asian markets. With the bulls continuing to put up a strong
resistance, markets managed to hold onto their gains during the final hour of trade. The BSE
Sensex closed at 12,621 (up 166 points) while the NSE Nifty closed at 3,691 (up 57 points).

The NSE and BSE cash volumes were unchanged compared to the previous day at INR 68 and
INR 29 bn respectively. The F&O volumes were lower at INR 232 bn.

Sentiment Indicators
The Implied Volatility (IV) across Nifty strikes has increased to 28-29% levels. The WPCR of Nifty
Options decreasedto 0.7 comparedto the previous day while the 5 day average is 0.88.

Outlook

The markets are expected to open strong on the back of positive global cues. We expect that if
markets are able to sustain the positive move, we might see lot of short covering fueling the rally
further, as Nifty Futures Open Interest didn’t see any significant decline in yesterday’s trade. There
has been some short covering on NIFTY and single stock futures yesterday, and we expect the rally
to get intensified today after strong set of home sales data in US

Cement sector might see some renewed selling after news that government might remove CVD on
the import of Portland cement. This is bad for the cement sector as it will pull down the prices and
dampen the sentiment further. Stock specifically, we might see some selling in Jet and Oriental
Bank of Commerce and buying in Sterlite and RPL, on the back of index rebalancing.

After being net sellers on Monday, Flls were net buyers to the tune of INR 892 cr in index futures
and INR 292 cr in single stocks future.

The Nifty staged a strong pullback from its 200 DMA and the process could continue today as well.
The Nifty showed some resistance at the 3700 level yesterday and if that level is crossed the first
resistance would be at 3736 followed by 3750. On the lower side the support is at 3668. However,
the underlying trend continues to be bearish and we believe that it is a matter of time before fall
resume.
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Market Snapshot
3-Apr 2-Apr % Chg

Nifty 3690.7 36336 1.6
Sensex 12624.6  12455.4 14
BSE MidCap 52364 52093 05
BSE SmallCap 63136 62941 03
Apr Futures
Average ICC (p.a.)* 8.2% 59% 386
Volume (INR mn)

Futures 186,169 216,870 -14.2
Call 28,179 35999 -21.7
Put 18,356 29,109 -36.9
Total 232,704 281,979 -175
NSE Cash Vol. 67,455 68,669 -18
BSE Cash Vol. 28,859 29,193 -1.1
Open Interest (INR mn)

Futures 308,066 304,107 13
Call 54,174 51,496 5.2
Put 41630 37,766  10.2
Total 403,870 393,370 2.7
Put Call Ratios

PCR 0.67 0.83 -194
WPCR 0.64 0.82 -21.9
Ol PCR 0.78 0.74 5.0
Total Ol/ Volume 174 140 244
Nifty IVs at 28 - 29% levels.

FIl Activity* (INR Mn) (2-Apr)
Volume Buy Sell Net
Cash 20,724 25,459 (4,735)
Index Futures 13,747 28,070  (14,323)
Stock Futures 7,157 8,216 (1,059)
Total 41,628 61,745  (20,117)
Open Interest 2-Apr  30-Mar % Chg
Index Futures 125262 142,473 (12.2)
Stock Futures 128,250 130,432 (1.7)
Total F&O Ol 298,324 312,184 (4.4)
Mutual Fund Activity* (INR Mn) (2-Apr)
Volume Buy Sell Net
Equity 4,617 3,981 636

*FIl & MF Data is reported a day late
** Avg of positive ICC's




Morning Note

Pending Calls
Date of Market

Action R —— Price Returns Rationale

The company has launched its much awaited Sedan in JV with Renault
M&M Buy 4-Apr-07 727.3 - at a very attractive price of 4.28 lacs which marks the entry of the
company into premium passenger car segment.

On account of Index Portfolio Rebalancing in the Nifty there was a lot of
OrientBank Sell 4-Apr-07 178.0 - buying seen in the counter in the last 1 hour of trading. In the absense
of any news flow we don’t expect momentum to continue.

On account of Index Portfolio Rebalancing in the Nifty there was a lot of
Jet Airways Sell 4-Apr-07 632.6 - buying seen in the counter in the last 1 hour of trading. In the absense
of any news flow we don’t expect momentum to continue.

With strong Base metals prices on the LME we expect the counter to be

Sterlite Buy 4-Apr-07 434.4 - on good humour.
The stock looks attractive at these levels as the company's US generic
Lupin Buy 19-Mar-07 602.8 2% business is going to drive growth with the launch of Cefdinir in FY 08.

Also the company's domestic formulation division has grown by 20% in
past 3 years and we expect it to continue.

The stock was holding pretty strong inspite of the falling market and
Matrixlabs Buy 29-Mar-07 173.4 3% closed flat without much change in Ol. We remain bulish on the pharma
sector and suggest staying invested.

The company has been loosing market share over the last couple of
BajajAuto Sell 3-Apr-07 2289.5 1% months and on the back of weakening fundamentals we suggest going
short at these levels.

The stock was up 1% in line with the markets.However the pharma

Ranbaxy (_:rlgjzd 29-Mar-07 343.8 0% space has been a relative outperformer and we suggest staying
Y invested.
The stock has seen significant short build up yesterday on good
Maruti Sell 3-Apr-07 756.0 -1%  volumes. The auto sector as a whole looks weak and we pick Maruti as
a best pick to short.
) - o )
RCOM Buy 22-Mar-07 201.6 2% With the reduction in ADC by 37% and expected short covering make

this stock an attractive BUY at current levels.

Closed Calls

Recomm Recoz?rir?(;ation Initiated Price Date of Closing Closing Price % Return
IFCI Buy 22-Mar-07 26.8 28-Mar-07 325 21%
SesaGoa Buy 15-Mar-07 1586.5 28-Mar-07 1746.4 10%
ORIENTBANK Buy 22-Mar-07 177.5 2-Apr-07 187.6 6%
UnionBank Buy 21-Mar-07 98.6 2-Apr-07 103.9 5%
ABAN Buy 28-Mar-07 1915.6 2-Apr-07 2018.2 5%
Auropharma Buy 29-Mar-07 648.2 2-Apr-07 679.5 5%
I-FLEX Buy 28-Mar-07 1994.5 2-Apr-07 2083.0 4%
RPL Buy 28-Mar-07 74.0 2-Apr-07 71.5 -3%




Morning Note
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- Maximum Ol increase was in the 4000

Call [increase of 14.5%], 3600 Put

[increase of 33.9%)].

- Maximum Volumes were witnessed by

3800 & 3700 Call and 3600 & 3700 Put.

Nifty IVs at 28-29% levels

High IVs

- Hindalco IV’s are quoting at
37% as against HV’s of 34%.
- Satyam |V’s are quoting at 44%

as against HV’s of 42%.
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Power 28968 27899 3.83% 2.0%
Engineering & Capital Goods 62043 59965 3.47% 0.5%
QOil & Gas 121833 118226 3.05% 1.3%
Metals & Mining 79257 77447 2.34% 1.1%
Pharma 35881 35390 1.39% 0.0%
Auto 53738 53180 1.05% 0.5%
IT 86643 85755 1.04% 1.1%
Telecom 58527 58025 0.87% 0.5%
Banking 137262| 136237 0.75% 1.0%
Chemicals 8868 8820 0.54% 0.9%
Textile 17764 17674 0.51% 0.6%
FMCG 32196 32224 -0.09% 0.9%
Construction 32571 32638 -0.21% -1.1%
Cement 39566 39796 -0.58% 0.8%

In the Power Sector, NTPC was up 5%
with a 26% change in Ol followed by
CESC which was also up nearly 5% with
not much change in Ol.

- In the Oil & Gas space, ABAN was up 5%

followed by GAIL which was up 4.9%.

- In the Metals & Mining arena, SAIL was up

3% followed by Sesa Goa and Tata Steel
which were each up by 2%.
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Futures Snapshot

Top Ol Rises Top Ol Falls

% Price % Future Vol % Future
Scrip % Ol Chg Ol Chg Chg Scrip % Ol Chg Ol % Price Chg Vol Chg
Crompton Greaves 65 461 (3.5 322 CNX IT (19) 8 1.8 (29)
Shree Renuka Sugars 56 733 3.2 70 Chennai Petroleum (19) 20 0.7 (19)
J & K Bank 50 127 (0.3 78 Reliance Capital (16) 2,539 0.4 14
Bharat Earth Movers 43 159 (5.1) (34) Corporation Bank (12) 373 3.0 12
Sterlite Ind. 29 6,496 (0.8 422 Triveni Engineering (10) 1,240 2.2 42
NTPC 26 5,866 4.7 431 IPCL ©) 4,239 2.5 58
RPL 24 49,037 2.1) 197 Bank Nifty ) 118 0.7 27)
Bajaj Hindustan 21 2,342 3.7 25 SunTv (5) 337 2.1 (58)
Top Price Change Top Volume Rises

% Future Vol % Future Vol

Scrip % Price Chg % Ol Chg Ol Chg Scrip Chg FutureVol % Price Chg % Ol Chg
SClI (5.9) 0 672 0 NTPC 431 10,701 4.7 26
Oriental Bank 5.6 (3) 3,283 352 Sterlite Ind. 422 8,358 (0.8) 29
Bank of India 5.5 (2) 3,754 84 Oriental Bank 352 2,726 5.6 (3)
Bharat Earth Movers (5.1) 43 159 (34) Crompton Greaves 322 439 (3.5 65
Aban Offshore 5.1 8 346 232 Aban Offshore 232 487 5.1 8
GAIL 4.9 (4) 3,199 (31) RPL 197 30,271 (2.1 24
JetAirways 4.8 (1) 1,443 133 BHEL 153 1,600 4.7 18
Lanco Infra (4.8) 4 3,014 3 JetAirways 133 985 4.8 (1)

F&O CROSSOVER: -

Focus Stocks
o Positives: Nifty, IPCL, MTNL, NTPC, ONGC, Polaris, Reliance, Satyam.
o0 Negatives: ACC, HPCL, Infosys, SBI, SCI, TCS.

Portfolio Tracker

3-Apr-07
Scrip
o GAIL hits the Stop Loss Qgté
and moves into Neutral GAIL
de
mode. HLL
. HPCL
o HPCL moves into Sell ICICI Bank
Mode from Neutral Mode. Infosys
IPCL
Maruti

o ONGC moves into Buy  MINL
Mode due to its Ol NTPC

Indicator turning Positive. ONGC
Polaris

Reliance
o Satyam moves into Buy — Satyam
Mode from Neutral Mode. SBI
SCI
TCS
Tata Motors
Tatasteel

3-Apr-07  2-Apr-07

Reco  Score Score Reco Date
Buy 1 3 28-Mar
Sell ()] (1) 21-Mar
Neu** (3) (3) 3-Apr
Sell ) (1) 26-Mar
Sell 1) (5) 3-Apr
Neu** Q) 1 2-Apr
Sell (5) (5) 9-Mar
Buy ) 8 13-Mar
Sell (1) (3) 23-Mar
Buy 1 & 2-Apr
Buy 5 5 28-Mar
Buy 1 1) 3-Apr
Buy 3 5 2-Apr
Buy 3 3 28-Mar
Buy 1 (1) 3-Apr
Sell 5) (3) 26-Mar
Sell 1) (1) 29-Mar
Sell (5) (5) 23-Mar
Neu** (1) 1 2-Apr
Neu** 1 & 2-Apr

Buy/ Sell/ Neutral = 8/8/4

Reco Current No of days Retn since

Price
3,761
753
280
198
244
804
2,121
265
841
142
143
844
171
1,350
461
1,014
170
1,288
671
424

Price running

3,691
704
280
200
244
808

1,965
265
756
143
154
844
170

1,341
461
927
162

1,203
681
431

6
13

8

25
21
11

11

Reco
-1.9%
6.4%

-1.1%

7.4%
0.0%
10.0%
0.5%
7.5%

-1.0%
-0.7%

8.6%
4.6%
6.6%

Stop

Loss*
3,630
740

205
256

2,019
257
787
136
146
802
163

1,302
438
973
170

1,249

Trailing Stop Loss at 5% i.e. 5% below the peak price since the recommendation date in case of a Buy and 5%above the lowest price since
recommendation date in case of a Sell. Once the stop loss is hit the recommendation will become neutral and will be reviewed only after 3 trading
days. In the event of a whipsaw also the recommendation will become neutral and will remain so for a period of 3 days.
Blue Nos. indicate increase over last day, Red Nos. indicate decrease over last day
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RATING INTERPRETATION

Buy Expected to appreciate more than 20% over a 12-month period Reduce Expected to depreciate up to 10% over a 12-month period

Accumulate Expected to appreciate up to 20% over a 12-month period Sell Expected to depreciate more than 10% over a 12-month period

Trading Buy Expected to appreciate more than 10% over a 45-day period Trading Sell Expected to depreciate more than 10% over a 45-day period
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where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Edelweiss and affiliates to any registration or licensing requirements within
such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform themselves about
and observe, any such restrictions. The information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with
this information. This information is subject to change without any prior notice. Edelweiss reserves the right to make modifications and alterations to this statement as may be required from
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information. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their
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