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Benchmark indices bounceback sharply after ratings upgrade by Moody’s; Realty
stocks rally...

Nifty successfully overcame negative sentiments after touching a low 10,100 mark due to
upgrade by Moody’s. But this pullback will prove to be shortlived, as fundamentals have not
changed overnight. The Nifty closed the week at 10,283, down 0.37 per cent. However,
going forward, inflation could prove to be a show stopper, if October WPI data are of any
indication. The WPI-based inflation for October was at a six-month high at 3.59 per cent.
The continuous rise in inflation since last four months will dash the hope of rate cut and will
be a cause of concern.

The primary market continues to show sign of fatigue, as the IPOs listed during the week
continued to trade below issue price. Khadim India and New India Assurance were down 7-
15 per cent from their issue prices, respectively, while HDFC Life managed to see strong
listing based on its strong management pedigree and right pricing.

Banking sector lenders -- Indusind Bank and Yes Bank -- will make an entry in the BSE's
benchmark index from December 18. Drug makers -- Cipla and Lupin -- will be dropped
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from the index. The changes are announced by Asia Index, a joint venture between S&P
Dow Jones Indices LLC and BSE. The move is a part of Asia Index's semi-annual
reconstitution results. "Effective at the open of Monday, December 18, 2017,.changes will
be made," the index provider noted. The BSE-100, an index of the top 100 listed companies
in the country will see Federal Bank, Grasim Industries, Vakrangee Ltd and Bajaj Holdings &
Investment coming in.

However, United Breweries, Steel Authority of India Ltd (SAIL), Canara Bank and Reliance
Infrastructure will move out from the BSE-100 index.

Besides, changes have been announced in Sensex 50, Sensex Next 50, BSE 200 and BSE
500, among others. Grasim Industries, Hindalco Industries, Hindustan Petroleum Corp Ltd
(HPCL) will join the Sensex 50 index, replacing Ambuja Cements, Aurobindo Pharma and
Bosch.

Sectors and stocks

Realty stocks rallied up to 10 percent intraday on Friday after the government on Thursday
approved the enhancement of the carpet area of houses for the middle income group (MIG)
category under the Pradhan Mantri Awas Yojana-Urban (PMAY-U). The upside was also
partly led by positive market conditions after Moody's upgraded India's sovereign rating to
Baa2 and changed the outlook to stable from positive.

The Nifty Realty Index gained as much as 4.7 percent today, backed by HDIL, DLF,
Indiabulls Real Estate, Unitech, Prestige Estates, Godrej Properties, Brigade Enterprises and
Sobha.

In fact, it was the biggest gainer among sectoral indices.

Global markets

US dollar was lower on Friday along with Wall Street stocks as investors pulled back from
technology stocks and were skeptical President Donald Trump's Republican party would
succeed in its efforts at overhauling US tax law.

US Treasury yields edged lower, in line with declines in US stock indexes and German 10-
year bond yields, as risk appetite faded. The yield curve continued to flatten after strong US
housing starts data for October.

Stocks and the dollar saw brief boosts on Thursday from the US House of Representatives'
vote in favor of its version of a tax overhaul bill that would cut corporate taxes.
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Ajcon’s view

With the earnings season coming to an end, the market will keenly look for global events for
further direction. It remains to be seen whether rising crude oil prices have paused or the
bigger uptick is coming. Metals have entered the correction zone. They can still move
higher. All these will impact headline inflation, not only in India but across the world, which
will lead to an increase in interest rates.

We believe Q2FY18 has been better than our expectations. GST-related sectors have
performed fine. We believe the market could be pricing in the huge shift seen from
unbranded to branded segment post GST rollout in the consumer discretionary space.

Among PSU banks, while the recap is a sentimental positive, issues on growth of the banks,
among others, have to be addressed first.

Going ahead, two states are heading for polls and any adverse outcome for the ruling BJP
could also mean some pullback for markets. Himachal Pradesh witnessed a record turnout.
It has 68 assembly segments and currently, BJP has 29 MLAs, Congress 36 and three
Independents. Now, all eyes are on Gujarat.

The Gujarat Assembly elections will be held in two phases on December 9 and 14,
respectively, the Election Commission (EC) announced earlier this month. 89 Assembly
constituencies will vote in phase 1, while 93 will vote in phase 2. Counting of votes will take
place on December 18. We believe that if BJP wins fewer seats in Gujarat than last time
things could get shaky for D-Street.

We are bullish on Pharma stocks post clearance of plants of certain pharma Companies. In
addition, we expect pricing pressure on pharma companies easing in the next two quarters.
According to us pharma stocks are the best bet from a liitle long term perspective.

In case of IT sector, we remain positive and see value in these stocks. US corporate
spending will accelerate going forward and this is a tailwind for the sector.

We recommend investors to be stock specific and consider companies with good earnings
visibility at a decent valuation.

Dr. Ashok Ajmera, FCA
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Disclaimer

Ajcon Global Services Ltd. is a fully integrated investment banking, merchant banking, corporate
advisory, stock broking, commodity and currency broking. Ajcon Global Services Ltd. research
analysts responsible for the preparation of the research report may interact with trading desk
personnel, sales personnel and other parties for gathering, applying and interpreting information.

Ajcon Global Services Ltd. is a SEBI registered Research Analyst entity bearing registration Number
INH000001170 under SEBI (Research Analysts) Regulations, 2014.

Individuals employed as research analyst by Ajcon Global Services Ltd. or their associates are not
allowed to deal or trade in securities that the research analyst recommends within thirty days before
and five days after the publication of a research report as prescribed under SEBI Research Analyst
Regulations.

Subject to the restrictions mentioned in above paragraph, we and our affliates, officers, directors,
employees and their relative may: (a) from time to time, have long or short positions acting as a
principal in, and buy or sell the securities or derivatives thereof, of Company mentioned herein or (b)
be engaged in any other transaction involving such securities and earn brokerage.

Ajcon Global Services Ltd. or its associates may have commercial transactions with the Company
mentioned in the research report with respect to advisory services.

The information and opinions in this report have been prepared by Ajcon Global Services Ltd. and are
subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way,
transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of Ajcon Global Services Ltd. While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Ltd. is under
no obligation to update or keep the information current. Also, there may be regulatory, compliance or
other reasons that may prevent Ajcon Global Services Ltd. from doing so. This report is based on
information obtained from public sources and sources believed to be reliable, but no independent
verification has been made nor is its accuracy or completeness guaranteed. This report and
information herein is solely for informational purpose and shall not be used or considered as an offer
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments.
Though disseminated to all the customers simultaneously, not all customers may receive this report at
the same time. Ajcon Global Services Ltd. will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or
a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for
all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for
the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return on investment may vary because of changes in interest
rates, foreign exchange rates or any other reason. Ajcon Global Services Ltd. accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance
is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure
Document to understand the risks associated before investing in the securities markets. Actual results
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may differ materially from those set forth in projections. Forward-looking statements are not
predictions and may be subject to change without notice. Ajcon Global Services Ltd. or its associates
might have managed or co-managed public offering of securities for the subject company or might
have been mandated by the subject company for any other assignment in the past twelve months.

Ajcon Global Services Ltd. encourages independence in research report preparation and strives to
minimize conflict in preparation of research report. Ajcon Global Services Ltd. or its analysts did not
receive any compensation or other benefits from the companies mentioned in the report or third party
in connection with preparation of the research report. Accordingly, neither Ajcon Global Services Ltd.
nor Research Analysts have any material conflict of interest at the time of publication of this report.

It is confirmed that CA Ashok Ajmera or any other Research Analysts of this report has not received
any compensation from the company mentioned in the report in the preceding twelve months.
Compensation of our Research Analysts is not based on any specific merchant banking, investment
banking or brokerage service transactions.

Ajcon Global Services Ltd. or its subsidiaries collectively or Directors including their relatives, Research
Analysts, do not own 1% or more of the equity securities of the Company mentioned in the report as
of the last day of the month preceding the publication of the research report.

It is confirmed that CA Ashok Ajmera research analyst or any other Research Analysts of Ajcon Global
do not serve as an officer, director or employee of the companies mentioned in the report.

Ajcon Global Services Ltd. may have issued other reports that are inconsistent with and reach
different conclusion from the information presented in this report.

Neither the Research Analysts nor Ajcon Global Services Ltd. have been engaged in market making
activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on Ajcon Global Services Ltd. by any
Regulatory Authority impacting Equity Research Analysis activities.

Analyst Certification

I, CA Ashok Ajmera, research analyst, author and the names subscribed to this report, hereby certify
that all of the views expressed in this research report accurately reflect our views about the subject
securities. I also certify that no part of compensation was, is, or will be directly or indirectly related to
the specific recommendation(s) or view (s) in this report.
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For research related queries contact:

Mr. Akash Jain — Vice President (Research) at research@ajcon.net
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