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Market Update

December 21 December 25
Week that was..

The last week saw the market bounce
back from a two week losing streak
with lot of vigor. Both the NSE and
BSE Sensex moved up by 3.82% and
3.83% respectively over the previous
week due to the frantic short cover-
ing and the positive economic devel-
opment. The benchmark indices
ended the week at the levels last seen
in May 2008. Even BSE Midcap and
BSE Smallcap ended the week with a
gain of 2.64% and 2.98% respec-
tively.

The week started on a lethargic note
with the Sensex falling to its six

week low but later bounced back
vigorously on the news of increase in
the advance tax payments by India
Inc and that the economy would
grow by around 8% in the current
financial year. The lower than ex-

pected inflation of 18.65% and a
promising growth of 5.3% in the core

sector in November also pushed the
market northwards.

The key infrastructure industries
have a significant weight in the index
for Industrial Production (IIP), hence
the growth in the core industries sug-
gests that the industrial recovery is

h Jigueve (wl%eé;rlgvg@bs mod-

erately overstated due to the base

Market Indices 25th December,

28TH DECEMBER 2009

effect as the core sector has logged a
growth rate of paltry 0.8% in Novem-
ber 2008. The core sector comprises
of six infrastructure industries crude
oil, refining, coal, electricity, cement
and steel

The sharp rise in the equity market is
mainly attributed to the short cover-

ing as it was the expiry week for the

derivatives contracts. The foreign

funds have created a large amount of
short positions in the past couple of
weeks which they were forced to

cover with the market showing strong

support at the current levels. These
global investors started purchasing
shares prior to stock prices increase
further in the coming year. Finance

Mi ni steros
growth and that the fiscal stimulus
would continue until the next year
further provided the boost to the mar-
ket.

Among the sectoral indices, BSE
metal index recorded the maximum
gain of whopping 6.82%. The metal
stocks were back in action due to the
expectation of increase in demand led
by the global recovery. Other sectoral
indices which ended the week with
handsome gains were BSEIil &
Gas which shot up by 4.75%, BSE
Power by 4.59%, Bankex by 4.45%
and BSEPSU by 4.14%. Healthcare
was the only sector which ended the

18th December, (% Change

2009 2009
BSE Sensex 17360.6 16719.8 3.839
NSE Nifty 5178.4 4987.7 3.829
BSE Mid Cap 6641.1- 6470.5¢ 2.649
BSE Small Cap 8120.7 7885.7. 2.989
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week in the red. The petrochemical .
P Sectoral Indices 25th December, [18th December, (% Change

giant and top heavyweight Reliance

Industries ended with week with a 2009 2009

gain of 3.98% which helped the mar-|\jetg| 17,333.73 16,226.29 6.82%

ket on its way up. Other stocks which

made handsome gains over the pasO&G 10,418.23 9,945.78 4.75%

week were NTPC up by 10.72%, Tatapower 3,133.42 2,995.99 4.59%

Motors by 9.81%, Tata Steel by

9.18% and Hindalco by 8.76%. All [PaNKeX R Sherzit A

these stocks reported a sharp price risSPSU 9,459.49 9,083.13 4.14%

due to surge in the demand in the locaRealty 3,854.04 3,708.76 3.92%

and the overseas market. Consumer Durables 3,655.34 3,530.78 3.53%
IT 5,175.46 5,046.65 2.55%
FMCG 2,824.39 2,755.94 2.48%
Capital Goods 14,017.08 13,686.33 2.42%
Technology 3,264.53 3,188.30 2.39%
Auto 7,356.81 7,214.52 1.97%
Health Care 5,109.94 5,117.57 -0.15%

December 29 January 1
Week that will be..

As the year draws to a close and with most of the foreign player in the holi-
day mood, the market is likely to remain sideways on lower trading volumes
for the coming week. With all the positive news already factored in and the
truncated trading week we predict a neutral outlook for the next week.
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December 21 25

Bond Markets

The bond vyields for the bench

mark 6.9010 year government
bond was 7.69% for the week i
ended Dec 25. Food inflation for 10 ZCYC Yleld CurV
the week ended Dec 12  de- 9 S
creased marginally to 18.65% 8
from 19.95% for the previous = 7
week. The reduction in the num-| £ g /
bers was due to the increase in thg > 4
supplies of cereals, fruits and 3
vegetables. The increase in the 2
bond yields was mainly due to the é
hlg_h|nflat|onnumbersgndspecu- O TON IR O ONS QAN QLY O
Iatl_on of the economic growth ;gngggggggggggmggggggg
which qould force _the central SRR AASINSRELIASIIRET S
bank to increase the interest rates COoOdAMNMITWLONNOBOANMIEOLW ON 0D
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However Montek Singh Ahlu- Maturi
walia, deputy Chairman Planning aturity
commission, said that the mone- —18-Dec09 — 25-Dec09
tary policy cannot control the
inflation thereby cooling of 0
speculation of the rate hike. MI- BenChmark GSZOlg 69 /0 BOT
BOR rates, for the week ended 7.8
25th Dec, increased to 3.30%. .7
The bond yield curve got steeper 7.6
last week as the market factored 7.5
in the expected increase in the| s 7.4
inflation numbers. = 7.3
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December 21st24th
Forex Markets

Rupee(INR)

On Monday morning the partially convertible rupet
was seen at Rs 46.77/78 per dollar which was weal

24th Decembe 21st Decembe % Change
than its close on Friday at Rs 46.72/73 per dollar. O -

of the reasons for the rupee to get weakened could SR FISHH USD) 46.9091 47.1344 -0.48%
pne benohmark Sens st |EUTMMMANJ 67.3695  67.5295  -0.24%

low of 16,601.20 points. Most Asian units were weak
compared to dollar, on Monday. On Tuesday, rupdqiiadeltiale N(€1=15)) 74.9354 75.9623 -0.14%
51.28 52.03 -0.14%

ended at 46.80/81 per dollar, off an intraday low (EAYEYa! JPY 100

46.86 and slightly above its previous close of 46.84/8

Rupee firmed slightly on Tuesday as the benchmark

share index rose 0.55 percent. A rise in the stock mar-

ket normally supports the rupee on a view that it cou,
. ) - : Fll Flows INR

attract foreign buying. Activity was thin ahead of year

end, with Monday being declared a holiday for th MS

markets in addition to Friday. The dollar's rise again{i Rg=1e [=RDF1(=) Buy Sell

the pound could also be a reason for the rupee's fall.

Thursday Rupee today bounced back sharply | Mg 1537.81 830.98 706.83

22paise to 46.65/66 against the US dollar as the exp 23/12/09 1922.852 1153.32 769.53

tations of increased capital inflows after Foreign Inst/E——————

tutional Investors (FlIs) resumed buying yesterday al 22/12/09 1209.27 1319.33 -110.06
boosted fupee sentiments. Dec, 09 39656.11  35991.10  3665.01

ince ¢} 577352.21 553795.97  23556.24
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The currency pair USD/INR has been moving side ways for the past two months and was last seen trading at the 46.685 level. Th
Bollinger Bands have contracted and are narrower thanThenor mal
short term and medium term moving averages have caught up with the currency pair as it faces resistance at the 4d.Qifma@is an
at 46.20 .The MACD lines are sloping upwards and is on course to cross the zero line from below. This is a bullishamdiccatior
see the currency pair break out of the resistance level in the near future. The key oscillatdvstareein the oversold awmderbought
regions and do not say anything conclusive. We maintain a bullish view on this currency pair and expect the resistancentevel
under greater pressure this week.
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Corporate Speak:

Reliance Industries Ltd.

RIL continues to strike gas in its exploration block of Nelp

in the Krishna Godaveri basin, 45 km off the Bay of Bengal

coast. The block covers a wide area of 3288 square kilom I
RIL holds a participating interest of 90% and UK based Har '
Exploration holds the remaining 10% stake in the block. The
company is yet to ascertain the commercial potential of this
discovery.

The new discovery, named 'Dhirubld’, has been notified to |
the Government of India (GOI) and the Directorate General of
Hydrocarbons (DGH). This i sk t he el
discovery in the same region. The company had made the 'rst m‘
di scovery in February 2008 an d
390. The second discovery wasi' ad e
named O0Dhl&G.ubhhiis underscor e-fl’j{iLé
petroleum systems within the oil blocks. LA

L

NTPC

NTPC was awarded with the "ICSI National Award for Excel-
lence in Corporate Governance 2009" for strengthening the
corporate governance of the company. The award was given

away by Shri Vilasrao Deshmukh, Hon'ble Union Minister for
Heavy Industries & Public Enterprises at an award functi_
held at the Bombay Stock Exchange.

their mutual synergies to develop new drugs and en-

Mahindra & Mahindra ter into new markets. Ranbaxy has significant pres-
ence in the African countries and would use its strong

Mahindra & Mahindra, India largest tractor manufacturingN€twork to launch innovative medicines of Daiichi
company, signed a joint venture agreement with Yueda Group@nkyo in the African markets.

to set up a tractor company with a combined total investment

of USD40 million. Through this joint venture, the company Maruti Suzuki

will setup an R&D centre, manufacturing plant for engines and

make investments to modernize production facilities for tracMar ut i Suzuki, I ndiads | arg
tors at the company6s new pc¢asents firss goncept Multi Puypase &/ehigles MPMI h i n
investment in the plant will help the company provide reliableR3 at the forthcoming Auto Expo 2010 to be held in

and fuel efficient engines for the China market. January. The-8eater MPV is a completely new com-

pact vehicle that has been conceptually, designed and

built from scratch. Upon completing 26 years in the
automobile industry, the company has decided to

Ohm Laboratories, one of tﬁgoFRtan@%Q)&%SOf_S Lihd £ Pf &St o rhie
plants in US, came under the US Food and Drug AdministraEXP0. Mayank Pareek, Executive OfficeMarketing

tion (FDA) after violations of certain GMP (good manufactur-and Sales said "Over the years, Maruti Suzuki has

ing practice) were cited during their site inspection. Thisushered in millions of joyous moments in the form of
Gloversville based manufacturing plant is one of the threél€livering reliable products and forging a letegm
manufacturing plant that Ranbaxy operates in US. The conf€lationship with its valued customers. ‘Joys of Life’

pany has now decided to retain the services of PRTM Inc., @ @ theme celebrates this long history.

global consulting firm, to provide expertise and advice on the . o
issues cited by the US food regulator. This is the second concept vehicle Maruti will show-

case. The %l was the Astar that the company had
éunched during the Auto Expo 2008. Besides this,

Ranbaxy

Ranbaxy Laboratories and Daiichi Sankyo announced thI e company will also showcase 16 other vehicles
launch Olmesaratan Medoxomil, an antihypertensive dru ludi pthy , ¢ famil E d
originally discovered by Daiichi Sankyo, in six African coun- thg Tuiﬂg sg dg?]rg%i?l/(isK?zegsh?ml y car, Eeco, an

tries. Through this initiative, the companies will be leveraging y '
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Pair Strategy

The Stocks prices of Punjab National Bank and State Bal
India have been historically correlated and have a mean ¢
lation of 84.7% with a standard deviation of 15% in the
two years.

Currently the pair has seen a rapid decline in correlation a
stock prices have tended to diverge over the past 2 mg
During this period the correlation between the two stocks
fallen from 0.96 to its current value of 0.44 which is beyo
two standard deviation shift . This strategy is based o
assumption that the correlation between the two stocks
the same sector will return to its normal values as it has dd

the past.
During the past four months the stock of Punjab National B
has been on a steady wuptr has
rangebound and faces resistance at the 2230 level .In
words, the stock of PNB has been outperforming SBI. A ret
to higher levels of correlations would see the outperform
counter have limited upside potential and higher downside
With the same logic the underperformer in the pair would h
a higher upside potential and lower downside risk.
With an outlook of three months the calls that results from
strategy are /
Buy : SBIN o) o o o 9o o \8_/03
o o o o o o o
Short : PNB o o o o o o o o o
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