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Editorial
2007 – The Year Of IPOs!
The domestic indices are once again scripting history by scaling new highs. When the going is great, why wouldn't any Tom, Dick and Harry seize such an opportunity to make a quick buck by coming out with an IPO? These things are quite common not only in the emerging markets such as India but even in the most developed markets such as US. Let us rummage through some of the key facts and figures from the historical data to deduce what lies in store for the current year in terms of the primary market. As seen from the table below, one thing is quite clear that the state of the primary market entirely depends on the state of the secondary market (or, in other words, the bull run which India is witnessing since last four years even the number of IPOs has gone up in last three years). So, if the bull run continues in 2007, then one can certainly expect a significantly large number of new issuances in the primary market. However, history reveals that new issuances in large numbers give birth to a bear market for the next couple of years. In India's context, way back in 1994-95 close to 1,225 companies had raised money from the public when the Sensex peaked (somewhere close to the 4,500 mark during mid-1994). With so many IPOs, the Sensex started plunging and entered into a bearish phase and it took almost four years to once again cross the peak levels achieved during 1994 (Sensex crossed the 4,500-mark again precisely in the year 1998). The current scenario is no different, at least in terms of the IPO pipeline. In fact, a source from a leading PR agency informs us that the agency expects to bring in a minimum of 150 unlisted players which are planning to raise money from the primary market, leave alone other PR agencies who would have a equally decent pipeline, if not such big numbers. The signal is quite clear - just encash the current bull run. While we don't expect a bear market in the near to medium term, but certainly one cannot afford to ignore historical facts too. Hence, investors should apply utmost caution in subscribing to the IPOs.

In the case of developed countries too (such as the US), the story is no different. To a large extent, the severe crash in the US markets was only due to this phenomenon i.e. large issuance during the bull run, followed by a bear market. Legendary investor Benjamin Graham’s famous book "The Intelligent Investor" attributes the bear markets of 1969, 1973-74, 1987, etc. to large numbers of new issuances. This interesting book suggests that since new issues have the backing of special sales pitch (to sell the IPOs), therefore it calls for a special degree of sales resistance from the investors, which to an extent is absent in Indian investors. Although one cannot suggest that investing in IPO is not good, one can certainly emphasize that the key to successful IPO investing lies in discerning the right pricing. For instance, a good company like Cairn India's IPO bombed due to higher pricing while, at the same time, Tech Mahindra was a big hit due to its attractive pricing. Thus, the message is loud and clear to our readers: don’t chase each and every IPO or you will burn you fingers. Hence, it would be prudent for investors to look at reasonably good companies coming out with attractively priced IPOs.

As for the earnings season, there has been no major upward surprises so far even among the IT heavyweights, although TCS and Wipro numbers were above street expectations. Banking heavyweights like HDFC Bank and UTI Bank came out with excellent numbers. However, among auto majors, Bajaj Auto witnessed a decline in margins, indicating competitive as well as pricing pressures. All in all, it is too premature to take a call on the overall trend, but negative surprises are quite unlikely.



No. of IPOs (NSE)
Year
No Of IPOs

1999
2

2000
11

2001
2

2002
2

2003
5

2004
21

2005
50

2006
73

All
167

Around 450 expected in 2007

















REMARKS ON OUR RECENT RECOMMENDATIONS
Scrip
Recomm. 
CMP as on
% Gain/
Remarks


Price 
 18-1-07 
Loss 
 

RECOMMENDATIONS MADE ON 18/12/06

ACC
1029
1105
7.4
Hold

BHEL
2465
2286
-7.3
Hold

GRASIM
2670
2890
8.2
Hold

RECOMMENDATIONS MADE ON 25/12/06

Tech Mahindra
1492
2025
35.7
BPP

RPG Transmission
167
226
35.3
BPP

Siemens
1109
1240
11.8
Hold

RECOMMENDATIONS MADE ON 8/1/07

Ion Exchange 
98.25
141
43.5
BPP

GDL
206
207
0.5
Hold

Deccan Cement
167
184
10.2
Hold

BPP – Book Partial Profits

Recommendations
Bombay Rayon Fashion  Face Value - Rs 10    Buy
Rs 213
Ticker: 532678
 Equity: Rs 48.98 crore
H/L: Rs 276/100
· Bombay Rayon, which is amongst leading manufacturers of versatile and technically advanced range of fabrics, apparels and home textiles, has been on the roll in terms of earnings growth, despite other leading textile companies struggling to grow adequately 

· The company has already achieved its full year net profit of Rs 18 crore in the first half of the current fiscal. For H1FY07, its topline grew to Rs 186 crore (Rs 115 crore) while its bottomline grew to Rs 19 crore (Rs 9.35 crore)

· Presently, the group has strong presence in fashion fabrics and garment segment. It caters to various international brands from Europe and U.S.A. These are C & A, DKNY, Liz Claiborne, Wrangler (VF Group), Federated stores, Tom Tailor, Guess, Kiabi etc. With current expansion of its garment capacity, negotiations are on with premium labels in the international market and hence we expect the company to sustain its earnings momentum going forward too. The long-term investors can take fresh exposure to this counter at current levels, for not less than six quarters in perspective

Easun Reyrolle          Face Value - Rs 10        Buy
Rs 663
Ticker: 532751
    Equity: Rs 3.33 crore
H/L: Rs 749/450
· Easun Reyrolle, is a major supplier of relay panel for fast growing transmission and distribution industry, appears to be a safe bet from long-term perspective, owing to buoyant demand from its end user industry. In fact, the company enjoys a market share in excess of 20 per cent in relay panels

· During the first half of the current fiscal, the company has reported a topline growth of 26 per cent to Rs 60 crore as against Rs 47 crore reported during the last corresponding period. On the other hand, its bottomline grew modestly (due to higher tax and interest burden) at Rs 7.24 crore as against Rs 5.85 crore, registering a growth of 24 per cent. However, we feel, the company is planning a foray into fast growing switchgear markets, which should enable it to grow at a healthy pace in the next few quarters. In fact, the management has already acquired a plant at Chennai (switchgear), which is likely to drive its earnings going forward says an analyst tracking this company

· The management appears to be investor friendly; evident from the very fact that it has consistently rewarded its shareholders with regular dividends. Last fiscal the management paid a dividend of around 75 per cent



3i Infotech             Face Value - Rs 10       Buy
Rs 268.5
Ticker: 532628
  Equity: Rs 53.33 crore
H/L: Rs 298/123
· 3i Infotech, has reasonably good presence in verticals of BFSI, manufacturing, retail, contacting etc.It appears to be a decent counter to bet on from the long-term perspective, considering its robust growth in the last few quarters and sound backing from its ICICI Group. During the first half of the current fiscal the company reported a topline growth of 16 per cent to Rs 158 and a bottomline growth of 60 per cent to Rs 26 crore with significant margin expansions

· For the latest concluded December ended quarter, the company has reported revenue growth of 53 per cent on a consolidated basis to Rs172 crore from its corresponding period last year. On a sequentially basis, its revenue grew by 18.3 per cent whereas 9.5 per cent (in a purely organic basis). On the other hand, it's consolidated PAT before minority interest and exceptional items for the quarter grew by 89 per cent (y-o-y basis) representing PBIDT margins of 27.4 per cent (22.5 per cent)

· Commenting on the positive performance of the company in the quarter, V. Srinivasan, MD& CEO, says “3i Infotech has a two pronged growth strategy. While we continue to aggressively grow our existing line of products organically, we are also looking to fill gaps in our offerings through acquisitions. This has allowed us to build a formidable line from end-to-end, integrated products and solution offerings. Our results are therefore a reflection of our strategy and growth trajectory which we have envisaged for ourselves.” Thus, on overall basis we feel, investors willing to invest for the next six to eight quarters, can expect handsome returns from this counter from current levels    




Technicals
Outlook is positive
Sensex has overcome the 14000 levels after multiple attempts and has also been able to close and sustain above it for a few trading sessions while the relative strength can be gauged from the fact that Sensex is still refusing to correct a 900 point rise by moving in a small trading range. Sensex is comfortable below the 55-week EMA, above the 200-day EMA and also the 55-day EMA indicating a positive outlook while the sectoral and the individual stock price movement would seem to suggest the onset of an intermediate uptrend.
Trend (Index): Turning Up
Last Index Closing: 14131.34

Support: 14100, 14035
Resistance: 14200, 14300

55 WEEK EMA: 11673.39
100 WEEK EMA: 10258.46

MACD: SELL MODE
RMI: BUY MODE

ROC: SELL MODE
RSI: BUY MODE 

STOCHASTIC: BUY MODE





Ashok Alco-Chem
Buy
Rs 14.52
Ashok Alco-Chem bottomed out by posting an intra-day low of Rs 5.30 on 3.12.04, moved sideways for quite a few trading sessions while continuous support came in the form of the 6 level (support area) and continuous resistance came in the form of the 10-day EMA. The scrip finally posted an intra-day low of Rs 5.21 on 1.02.05 and these levels have not been seen since. Ashok Alco-Chem commenced an intermediate uptrend from here (there wasn't enough clarity on the long term front), struggled but overcame the 55-day EMA, posted a series of progressively higher tops and bottoms, started moving within the confines of an upward sloping channel, almost gave a throwover from this channel and finally peaked at an intra-day high of Rs 15.33 on 14.03.05. The scrip almost gave a downward key reversal from here, couldn't sustain these levels for long, entered a corrective phase, declined to post an intra-day low of Rs 8.30 on 30.03.05, rebounded smartly from here, posted a good but unsustainable rally to post a high of Rs 25.80 on 2.06.05 only for the scrip to enter a sharp correction. Currently Ashok Alco-Chem seems to be on the verge of entering an intermediate uptrend, has overcome the 55-day EMA and with the oscillators looking positive indicating the possibility of a further upside from here.
Trading Pointers

Indicators:  MACD-Buy    RMI-Buy    Stochastic-Buy    ROC-Sell    RSI-Buy

Support: 10.05, 06.90
Resistance: 14.90, 21.75

Targets: 1st Target: 19.00     2nd Target: 21.00
BSE Code: 524594

Stoploss: 011.40 (cls)
55 Day EMA: 009.04



Alstom Projects
Buy
Rs 497.30
Alstom Projects India peaked by posting an intra-day high of Rs 249.90 on 1.06.05, but couldn't sustain these levels for long and finally declined to bottom out by posting an intra-day low of Rs 162 on 22.10.05 where strong support prevented further downside. The scrip finally posted an intra-day low of Rs 163.20 on 28.10.05 and these levels have not been seen since. Alstom Projects India commenced an intermediate uptrend from here (this time around there was distinct clarity on the long term front), struggled but eventually took support on the 55-day EMA, posted a series of progressively higher tops and bottoms, started moving within the confines of an upward sloping channel, almost gave a throwover from this channel and finally peaked at an intra-day high of Rs 442 on 13.03.06. The scrip almost gave a downward key reversal from here, couldn't sustain these levels for long, entered a corrective phase, declined to post an intra-day low of Rs 180.05 on 9.06.06, rebounded smartly from here, posted a smart but slightly unsustainable rally to post a high of Rs 481.80 on 7.11.06 only for the scrip to post a fresh higher bottom. Currently Alstom Projects India is in the midst of an intermediate uptrend, while it needs to sustain above the 482 level to confirm the aforesaid bullish view and with the mechanical indicators looking positive, a further upside from these levels cannot be ruled out.
Trading Pointers

Indicators:  MACD-Buy    RMI-Buy    Stochastic-Buy    ROC-Buy    RSI-Buy

Support: 484, 442
Resistance: 500, 550   

Targets:  1st Target: 542        2nd Target: 551
BSE Code: 532309

Stoploss: 480.00 (cls)
55 Day EMA: 437.90



Street Talk
Value Pick
If the market rumour is to be believed then the counter of TTML (BSE Code: 532371), currently trading at Rs 22, is likely to witness an increased momentum in the next few months.

Momentum Play 
The counter of IFCI (BSE Code: 500106) is currently trading at Rs 28 it is expected to reach Rs 35 before the current budget announcement, according to a leading Mumbai based broker.
Bonus declared in last few days
Company Name
Ratio
XBonus 



Date
Manappuram General Finance & Leasing Ltd. 
1:1
NA

Bihar Tubes Ltd. 
1:1
NA

HCL Technologies Ltd. 
1:1
NA

Shri Bajrang Alloys Ltd. 
2:1
1-Feb-07

Orient Ceramics and Industries Ltd. 
5:4
15-Jan-07

Pondy Oxides & Chemicals Ltd. 
1:10
15-Jan-07

Zandu Pharmaceutical Works Ltd. 
1:3
18-Jan-07

Bombay Swadeshi Stores Ltd. 
1:3
NA

KPIT Cummins Infosystems Limited 
1:1
4-Jan-07

Chamatkar.net (India) Ltd. 
1:2
8-Jan-07

Dabur India Ltd. 
1:2
25-Jan-07

Dolphin Offshore Enterprises (India) Ltd. 
3:5
11-Jan-07

Nandan Exim Ltd. 
1:1
18-Jan-07

Apar Industries Ltd. 
1:3
11-Jan-07










3:1 means, 3 additional shares for every one held
Dividends declared in last few days

Company Name
Percent
XDividend Date
Kirloskar Oil Engines Ltd. 
100
NA

Container Corporation of India Ltd. 
110
31/1/2007

Supreme Industries Ltd. 
25
25/1/2007

Jaiprakash Associates Ltd. 
20
24/1/2007

Krone Communications Ltd. 
30
8/2/2007

Bihar Tubes Ltd. 
10
24/1/2007

National Mineral Dev.corp.Ltd. 
116
18/1/2007

Tata Consultancy Services Ltd. 
300
22/1/2007

KM Sugar Mills Ltd. 
15
NA

HCL Technologies Ltd. 
200
19/1/2007

Union Bank of India 
15
11/1/2007

Plethico Pharmaceuticals Ltd. 
25
NA

Mastek Ltd. 
60
16/1/2007

Bajaj Hindustan Ltd. 
60
NA

Arihant Foundations & Housing Ltd. 
20
NA

Ugar Sugar Works Ltd. 
20
NA

Bharat Petroleum Corporation Ltd. 
60
15/1/2007

MRF Ltd. 
140
NA

Glenmark Pharmaceuticals Ltd. 
40
4/1/2007

Gillanders Arbuthnot & Company Ltd. 
22.5
22/12/2006
















Some of the Major Public Issues Expected in 2007

Sr.
Company
Estimated

No.

Amount (Rs.Cr.)
1
Advanta India Ltd.
275

2
Akruti Nirman Ltd.
350

3
Cinemax India Ltd.
150

4
House Of Pearl Fashions Ltd.
300

5
Mspl Ltd.
500

6
Bhagwati Banquets & Hotels Ltd.
100

7
Broadcast Initiatives Ltd.
100

8
C&C Constructions Ltd.
150

9
Firstsource Solutions Ltd.
300

10
Fortis Healthcare Ltd.
1000

11
Gammon Infrastructure Projects Ltd.
375

12
Global Broadcast News Ltd.
105

13
Glory Polyfilms Ltd.
37

14
Idea Cellular Ltd.
3000

15
Ind Synergy Ltd.
350

16
Indian Bank
800

17
Indo Farm Tractors & Motors Ltd.
100

18
Indus Fila Ltd.
125

19
Jas Toll Road Co.Ltd.
100

20
Mbl Infrastructures Ltd.
100

21
Meghmani Organics Ltd.
100

22
Mudra Lifestyle Ltd.
200

23
Odyssey India Ltd.
110

24
Orbit Corp.Ltd.
450

25
Power Finance Corp.Ltd.
1500

26
Redington (India) Ltd.
110

27
Sms Pharmaceuticals Ltd.
100

28
Srs Entertainment Ltd.
100

29
Technocraft Industries (India) Ltd.
100

30
Vishal Retail Ltd.
110

Source : PRIME Database







































