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MARKET COMMENTARY

It was a narrow range day for the indices as Sensex movement was restricted to only about 90
points. It was as if no one wanted to disturb the status quo on the expiry day and everyone was
satisfied with a closing of around 3570-80 on Nifty. But one sector continued to sizzle and no
points for guessing that it was banking. Bigger banks zoomed to fresh highs and it was not
surprising that top ten gainers within the derivatives segment were all banking stocks. Other
gainers were IVRCL, Escorts, TVS Motors, Tata Chem and Nalco. Infosys moved to new high on
late buying. Oil Marketing stocks were on the losers list as were some of the auto majors like
Tata Motors and Maruti. Sugar stocks witnessed fresh spate of buying after a long time and
movement was witnessed across the sector as almost all the sugar stocks moved higher on
good volumes. On the other hand Realty stocks turned sluggish on profit taking at higher
levels.

Nifty closed at 3576 almost at the last close. So far there is nothing to suggest that the uptrend
is in any spot of bother as some of the heavyweights continue to hit new highs. Banks have
been the leader for past two months and the leading banks continue to hit fresh highs. Other
key heavyweight, Infosys too moved to new high of 1875. Even the metal stocks that have
underperformed the market are not displaying any fresh weakness. Technicals reflect some
kind of accumulation pattern in stocks like Tata Steel, Hindalco, SAIL and Sterlite. The other
soft commodity, Sugar that was trading listlessly for past 4-5 weeks seem to have woken up
suddenly as smart buying was witnessed across the board. If the levels seen on Thursday by
some of the leading sugar stocks are held for couple of days then we could witness smart
upside in stocks like Renuka Sugar, Dhampur Sugar, Bajaj Hind, Dwarka Sugar and Balrampur
Chini. Overall the trend seems intact and traders can keep a trailing stop of around 3525 for all
trading positions. Stocks like IVRCL, Escorts , Ranbaxy and India Cement are diplaying
strength and could seek higher levels in coming days.

Nifty has immediate support around 3548-55, while resistance is likely around 3608-3615.




EQUI QUICKPICK

LOW RISK / LOW RETURN
HOLDING PERIOD — ONE to FIVE DAYS

SCRIP STRATEGY STOP LOSS TARGET PROFIT
CIPLA FUTURES BUY ABOVE Rs.264 259 269/273
ICSA BUY ABOVE Rs.795 784 805/815
NORTHGATE TECH BUY ABOVE Rs.550 542 562/570

DERIVATIVE PICK

MEDIUM RISK / MEDIUM RETURN
HOLDING PERIOD — TWO to FIFTEEN DAYS

BHARAT FORGES ( Rs.353.35) : The stock has shown a lot of resilience in the last two days
market has shown weakness. Buying is advised above Rs.356 with a stop loss of Rs.349 for a
target price of Rs.360 and Rs.366.

BAJAJ AUTO ( Rs.2919.75) : The stock has displayed a lot of strength both in the daily and
weekly charts. Buy above Rs.2940 with a stop loss of Rs.2909 for a target price of Rs.2962 and
Rs.2984.

STOCKWATCH

LOW RISK / HIGH RETURN

HOLDING PERIOD — ONE to THREE MONTHS
TULIP
Present Price — Rs.294.50 Projected Price - Rs.360
Tulip IT Services Limited (TULIP) is an IT
infrastructure and connectivity provider.
It provides network integration services,
rural /state wide networks and inter-city
and intra-city IP/VPN wireless
connectivity. Tulip can offer bandwidth
ranging from 2 KBPS upto 1 GBPS,
depending on client requirements.
Tulip’s venture into IP VPN business will
drive revenue growth and boost margins
considerably. A client can be quickly
upgraded to higher bandwidth, even
temporarily. We expect the company to
report an EPS of Rs. 33-34 for FY07 and
this can almost double to Rs.60 plus for
FY08. On the technical front, the stock is
on the verge of breaking out of a bullish
pattern. Buy at current levels and at all
declines. Long term holders with one
year plus time frame can expect higher
returns.




HAVELL’S INDIA
Present Price — Rs.297.55

Projected Price - Rs.340

Havell’s is one of India’s largest
electrical equipment company,
manufacturing building circuit protection
equipment, industrial and domestic
switchgears, cables and wires, energy
meters, fans and lighting equipments.

It has a strong dealer network with over
2,000 dealers. Havell’s has higher
penetration in North & South and
relatively weaker presence in western
India. It also has international operations
in over 45 countries. The company is
also looking for acquisitions in Chinese
and European markets and is also
scouting for domestic acquisitions of
transformer and other electrical
equipment producing companies. On the
technical front, the stock is on the verge
of breaking out of a bullish pattern and
the 14 day RSl is also supporting the
breakout.

GOODYEAR
Present Price — Rs.140.10

Projected Price — Rs.190

Recent fall in prices of natural rubber and
crude oil have triggered interest in almost
all tyre stocks and Goodyear is one of the
best managed companies among the lot.
Other key raw materials for a tyre
manufacturer are nylon tyre cord, synthetic
rubber and caprolactam. The prices of these
products are closely linked to that of crude
oil prices. In the recent past, crude oil
prices too have cooled off significantly from
their peak levels achieved in August 2006.
The prices are lower by more than 22% from
the peak. The tyre industry works on a high
operating leverage and with higher volumes
and lower raw material costs, higher
operating margin will translate into
significant bottomline gains. In the adjacent
technical chart, one can clearly notice that
the stock is in an extremely strong uptrend
and a correction if any should be utilized to
buy it with a minimum three months
perspective. Long term holders can expect
substantially higher levels.




INFORMED GOSSIP

HIGH RISK / HIGH RETURN

ELEDECO HOUSING ( Rs.200.80) is being recommended by a Delhi based analyst who is well
known for his multibagger picks. He expects the stock to reach Rs.500 in a year’s time.

TORRENT CABLE ( Rs.129) is doing extremely well and a Mumbai based analyst is
recommending it for medium term investment. He expects the stock to double in six to nine
months time.

SUPER SALES ( Rs.238) is a fundamentally sound stock and its investment in LMW is a big
trigger for the stock. This is the view of a veteran analyst. Keep track of its price movements.

INVESTMENT PICK

LOW RISK / HIGH RETURN
HOLDING PERIOD — SIX MONTHS plus
Present Price — Rs.388
Projected Price — Rs.500 plus

This Chandigarh-based company has a WHO-GMP certified state-of-the-art plant for infusions
and dry powder-filling injectibles. We expect Venus to grow at 50% for the next five years on
the back of new product launches, additional strategic marketing tie-ups with domestic
companies, and increased oncology product exports to CIS and other countries. The
company’s newly built Baddi manufacturing facilities were accredited with ISO certifications,
ISO 9001:2000 and ISO 14001:2004, as well as the OHSAS 18001:1999. Venus has been
aggressively expanding its marketing team by increasing the number of sales offices in
various states. It aims to have around 500 sales offices across India by FY10 from the current
140 plus.

WE WILL COVER THIS STOCK IN DETAIL A FTER UNDERTAKING A MANAGEMENT VISIT.

Readers are advise to buy the initial lot and add more when our detailed report is released.

FUNDAMENTAL PICK

LOW RISK / SUPER RETURN
HOLDING PERIOD — ONE YEAR plus

Present Price — Rs.531.50
Projected Price — Rs.1200

AEL is involved in Designing, Manufacturing, Installing, Commissioning and Maintaining
Energy Conservation Products. With its world-class manufacturing facilities located at Nashik
and Silvassa, it is capable of meeting International Standards of Quality. It has set up a state of
the art fully automatic SMT stuffing facility at Nashik to produce about 20,000 ballast per day.

Asian Electronics Ltd has tied up with Westinghouse (USA) to form a marketing joint venture
known as Westinghouse Light management system, which markets its energy saving lighting
systems in US. This has three streams of income for Asian Electronics. Revenue from sale of




lighting system hardware Royalty from sale of Retrofit Lighting system. Profits from the sales
of lighting system.

NOTE : ASIAN IS IN THE PROCESS OF ACQUIRING A US BASED COMPANY WHICH WILL GIVE
A BIG BOOST TO ITS TOPLINE GROWTH. ASIAN MANUFACTURING COSTS OF THE
PRODUCTS WHICH THE US COMPANY MANUFACTURES IS AROUND 30% LOWER AND
HENCE THE ENTIRE CLIENTS WILL BECOME CLIENTS OF ASIAN ONCE THE ACQUISITION
GETS THROUGH. EXPORTS HAVE THE POTENTIAL TO GROW TO $100 MILLION BY FY08-09.

The strategy of the company is to promote its retrofit lighting systems business principally in
the export market. The company has been exporting to Germany. However now the company is
expanding its reach to Italy and France. Further the company is tapping the US market in a big
way. Exports of Lighting systems is expected to witness a substantial ramp up during the
coming years. It is expected to touch $100 mn in 4 years time. During FYO5 exports are
expected to be around $4-5 mn and in FY06 it is expected to scale up significantly further to
$20 mn.

The total market in lighting alone is Rs30bn in organized sector and Rs10bn in unorganized
sector. The Government has started a drive to save energy. They have passed a new Energy
Bill that all premises and factories where they have more than 500 KVA load, they must save
30% energy. They must buy products to save this energy, only out of Energy Service Company
(ESCO) concept. concept. These companies supply the product free of charge and they get
paid only out of savings. There is no budget approval required because budget is already there
for expenditure as one is paid out of your expenditure. The Government feels the market for
this is close to Rs20bn alone every year for next five years.

The Indian government has taken up initiatives to reduce energy consumption in its
organizations by 30%. This has created Rs.10 bn worth of demand for energy saving lighting
systems. Given its expertise in the energy savings lighting systems segment, Asian electronics
is well positioned for the order. Taking account of the current size of the company, even a
small portion of the government order can prove to be lucrative for the company.

Asian Electronics Ltd. has formed a joint venture with Raymold Lighting Pvt. Ltd., Chennai to
form - Asian Raymold Lighting Pvt. Ltd. This enables Asian to offer elegant, efficient and high
guality luminaires for all possible applications in the Domestic, Corporate, Industrial,
Downlighting, Floodlighting, Landscaping segments and for special applications as in Clean
Rooms in the pharmaceutical industry
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