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FMCG sector leads the week; advise focus on value picking at current market
levels..

Nifty and Sensex were marginally up by 0.29% and 0.92% respectively. In terms of sectors
Metals, FMCG and IT were the winners of the week. Media, Textiles and Construction were
the notable losers this week. FMCG leads the week gaining 1.6% post GST rates while Media
sector was underperformer losing 1%.

Historical data shows that global volatility indices are correlated. Lately the CBOE VIX has
seen spurt from sub 10 levels to 14.6 levels while India VIX has not reacted to the same
extent till now. The options premiums at this point in time are at the lowest levels in history
mainly due to implied volatilities hitting all time low mark. Things to watch for as triggers in
the short term are Development in Brazil Crisis, FBI investigation on Trump and North Korea
Crisis. Any negative surprise could lead to spurt in volatility.

India's exports grew by 19.77 percent to USD 24.63 billion in April on account of robust
performance by sectors like petroleum, textiles, engineering goods as well as gems and
jewellery. Imports too jumped 49.07 per cent to USD 37.88 billion last month from USD
25.4 billion in April 2016, according to the data released by the commerce ministry. A huge
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jump in gold imports pushed up the trade deficit to USD 13.24 billion during the month
under review from USD 4.84 billion a year ago. The imports of the precious metal rose 3-
fold to USD 3.85 billion in April compared to USD 1.23 billion in the same month last year.

GST Council Meet

At the end of the 2-day GST council meet, sources said that most of the services would be
taxed at the rate of 18% under the GST regime. 81% of the goods are likely to be taxed at
18% or below has come as a comfort and markets might take it in a positive note. The fact
that several daily use items such as milk, fruits, vegetables and cereals & food grains will be
exempted from all tax makes us believe that in fact inflation may not be an issue post
implementation of GST

Besides, there will be no new addition of services in the exempted list under GST. The
council has also agreed on 18% rate for telecom & financial service. The Council has still not
decided the tax for beedi, cigarette, gold while transportation to fall under 5% bracket. GST
rate for branded garments at 18% and all hotel services with tariff over Rs 5,000 to be
taxed at 28%.

The Goods and Services Tax (GST) Council on Thursday fixed tax rates on 1,211 items,
most of which will likely become cheaper while for some it might be negative news where
the effective GST rate is higher than the effective tax rate.

The GST trend does not show any major deviation from the current effective tax rates for
most products except in the case of a few consumer products. Companies catering to
products in automobiles, cement, beverages, food items, personal care items as well as
building material.

Most primary food articles like cereals, meat, fish, and vegetables have been kept in 0-5
percent tax bracket as expected. It would be best to assume that most rate changes will be
passed on to consumers. The council will decide on the balance rates and the GST rate for
services on May 20.

FMCG companies stand out as key beneficiaries and stocks like Colgate, HUL as well as
Pidilite Industries stand out as key beneficiaries.

Most personal care products will be taxed at 28 percent except hair oil, soaps and
toothpaste, whose tax rate is 18 percent. Among food and beverage items, aerated water,
chocolates, chewing gum, malted food drinks will be taxed at 28 percent, cakes, cornflakes,
jams at 18 percent while the rest will be between 5%-12%.

The next meeting of the GST Council will take place on June 3.
Global Markets

Global markets have shown an uptick in volatility in last couple of days. Firstly, US markets
witnessed largest single day decline of last 8 months on 17th May followed by Brazil’s
Bovespa Index, which witnessed a 9% decline yesterday after Brazilian President Michel
Temer’s involvement was found in authorising bribe payments in silencing a jailed former
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party ally. Rise in geopolitical tensions to bring volatility in markets. Indian equities are
witnessing lowest level of volatility of last 10 years.

US stocks rose but closed below their session highs on renewed concerns about Donald
Trump's presidency, after two new reports related to a federal investigation into possible
coordination between Russia and Trump's election campaign.

Trump left on Friday for his first foreign trip since taking office, which the White House
hopes will shift the focus away from domestic controversies.

While Wall Street ended higher it failed to fully regain all the ground lost in Wednesday's big
selloff after reports earlier this week that Trump tried to interfere in the federal
investigation. Investors have been closely following events in Washington as they worry
whether Trump will be able to fulfil campaign promises for fiscal stimulus and tax reform.
Many investors saw the policy promises as a key reason for the post-election rally.

The Dow Jones Industrial Average was up 141.82 points, or 0.69 percent, to 20,804.84, the
S&P 500 had gained 16.01 points, or 0.68 percent, to 2,381.73 and the Nasdaq Composite
had added 28.57 points, or 0.47 percent, to 6,083.70. But all three indexes clocked losses
for the week with the Dow and S&P falling 0.4 percent and Nasdaq off 0.6 percent. All of the
11 major S&P industry sectors ended the day higher.

The S&P 500 posted 26 new 52-week highs and 8 new lows; the Nasdaq Composite
recorded 81 new highs and 58 new lows. About 7.03 billion shares changed hands on US
exchanges in line with the average volume for the last 20 sessions.

Ajcon’s view

At current levels, Nifty is valued at a P/E of 22x on trailing twelve months earnings which
we believe is on a higher side. Nifty has been on a upmove since seen rally in last 4-5
weeks. We believe this was mainly due to liquidity infused by DIIs. Going forward, sector
specific buying after GST council finalizing GST rates. A correction at this point would make
markets healthier to invest in. We were happy to see PSUs banks like SBI, Bank of Baroda
and PNB outperforming in Q4 results and beating our expectations. As recommended
earlier, we continue to remain bullish on PSU banks going forward and expect the PSU
banking sector to get rerarted soon.

The markets will take their cue from the following economic updates. From 15st May 2017
e US - Manufacturing PMI (May), Services PMI (May), New Home Sales (Apr), House
Price Index (YoY) (Mar), House Price Index (Mar), Manufacturing PMI (May), Services
PMI (May), GDP Price Index (QoQ) (Q1), Real Consumer Spending (Q1),
e INDIA - M3 Money Supply, Bank Loan Growth, Deposit Growth,
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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
INHO00001170 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
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
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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

CIN: L74140MH1986PLC041941

SEBI registration Number: INHO00001170 as per SEBI (Research Analysts) Regulations, 2014.
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