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May 15, 2017
Opening Bell 

Market Outlook  Today’s Highlights 

 China industrial production YoY 
Results: Colgate, Vedanta, Bata India, JK Tyre, 
Kajaria Ceramics 

  

Indian markets are likely to open on a higher note on the back of 
positive Asian cues. Today, the markets would react to India's IIP and 
inflation data, which were released on Friday. 
 

 
 Index Movement (past month) 

Markets Yesterday  

 
 

• Domestic markets ended in the negative territory as investors 
awaited a new series of industrial output and inflation data due later 
in the day 

 
• US markets ended on a mixed note on the back of announcement of 

disappointing retailer sales data 
  

  Key Developments  
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Close Previous Chg (%) MTD(%) YTD(%) P/E (1yr fwd)
Sensex 30,188 30,251 -0.2 0.9 13.4 19.2
Nifty 9,400.9 9,422.4 -0.2 1.0 14.8 18.8  

  
 Institutional Activity 
 CY15 CY16 YTD CY17 Yesterday Last 5 Days

FII (| cr) 18,449 14,049 26,176 842 2,832
DII (| cr) 66,249 11,320 11,850 -711 -1,297  

  
 World Indices – Monthly performance  
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• April CPI inflation cooled to 2.99% growth YoY (3.89% in March). 
The new WPI series (base year 2011-12) showed that wholesale 
inflation dropped sharply to 3.85% YoY (5.3% in March). The new 
data series for WPI represents a larger basket of items as also 
regrouping of some items within the basket. Fall in prices of 
pulses (down 15.94% YoY) and vegetables (down 8.59% YoY) 
drove CPI food inflation sharply down to 0.61% in April from 
2.01% in March. Consequently, core CPI inflation fell to 4.41% 
growth YoY (4.83% in March) 

• The base year for IIP has been revised to 2011-12 from earlier 
2004-05. According to the new base, IIP for March 2017 recorded 
growth in output by 2.7% YoY supported by 9.7% YoY and 6.2% 
YoY growth in output of mining and electricity sectors, 
respectively. Manufacturing sector (contributes 77.6% in the 
index) output posted growth of 1.2% YoY. For FY17, IIP recorded 
growth of 5% YoY led by mining and electricity sector, which 
grew 5.3% and 5.8% YoY, respectively. In addition, manufacturing 
sector recorded 4.9% growth in FY17 largely on the lower base 

  

  
 Nifty Heat Map  

 

 

  
 Markets Today 
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 Close Previous Change (%) MTD(%) YTD(%)
Commodities
Gold (|/10 gm) 28,066 27,970 0.3 -2.8 0.8
Silver (|/kg) 38,059 37,975 0.2 -5.0 -3.5
Crude ($/barrel) 50.9 50.8 0.1 -1.6 -10.5
Copper ($/tonne) 5538.75 5521.25 0.3 -3.0 0.3
Currency
USD/INR 64.31 64.38 -0.1 -0.1 5.6
EUR/USD 1.09 1.09 0.0 0.3 3.9
USD/YEN 113.34 113.38 0.0 -1.6 3.2
ADRs
HDFC Bank 84.4 83.8 0.8 6.0 39.1
Tata Motors 33.8 33.5 0.9 -5.4 -1.8
Infosys 15.3 15.3 0.1 4.9 3.0
Dr Reddys Labs 40.4 40.5 -0.5 -1.2 -10.9  
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Key Data Points  Exchange Cash Turnover (| crore) 
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 NSE Derivative Turnover (| crore) 

KEY ECONOMIC INDICATORS

Key Economic Indicator Period Latest Prior Values

 RBI Cash Reserve Ratio N/A 4.00% 4.00%
 RBI Repo Rate N/A 6.25% 6.50%
 RBI Reverse Repo Rate N/A 6.00% 5.75%
 CPI YY April 2.99% 3.81%
 Current Account Balance Q4 -7.9bln $ -3.4bln $
 Exports - USD February 22.12bln $ 22.12bln $
 FX Reserves, USD Final w/e 375.72bln $ 372.73bln $
 GDP Quarterly yy Q4 7.00% 7.30%
 GDP Annual 12M 7.60% 7.30%
 Imports - USD March 39.67bln $ 33.39bln $
 Industrial Output yy March 2.70% -1.20%
 Manufacturing Output March 1.20% -2.00%
 Trade Deficit - RBI Q4 -33.3bln $ -25.6bln $
 Trade Deficit Govt - USD March 10.44bln $ 8.9bln $
 WPI Food yy April 0.06% 3.12%
 WPI Fuel yy April 18.50% 18.16%
 WPI Inflation yy April 3.85% 5.70%
 WPI Manufacturing Inflation yy April 2.66% 2.99%
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Sectoral Index  Sectoral Performance – Monthly Returns (%) 

Sector Close Previous Change % Change Volume

Auto 23245.43 23218.58 26.85 0.12 5230000

Banks 25717.07 25948.81 -231.74 (0.89) 8650000

BSE Small Cap 11792.74 11901.39 -108.65 (0.91) 66926000

Capital Goods 17935.95 17994.81 -58.86 (0.33) 7810000

Consumer Durables 16001.27 16159.83 -158.56 (0.98) 324000

FMCG 8304.6 8368.14 -63.54 (0.76) 1023000

Healthcare 17870.57 18140.06 -269.49 (1.49) 1830000

IT 11396.98 11501.95 -104.97 (0.91) 1254000

Metals 11061.72 11085.24 -23.52 (0.21) 7103000

Mid Cap 10993.02 11070.76 -77.74 (0.70) 64406000

Oil & Gas 14272.51 14260.23 12.28 0.09 1567000

Power 2317.81 2336.74 -18.93 (0.81) 11317000

PSU 9011.41 9038.91 -27.5 (0.30) 22011000

Real Estate 2067.6 2050.91 16.69 0.81 10778000
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Key News for Today 
Company/
Industry

News View Impact

Defence
sector

The Ministry of Defence has proposed a change to
the defence procurement policy (strategic
partnership model). Under the proposed change,
acquisitions are likely to continue even if only one
original equipment manufacturer (OEM) is shortlisted
after competitive evaluation, resulting in a single
vendor situation. Under existing rules, the
procurement process has to be cancelled and started
afresh

We believe the proposed guidelines are
likely to give Indian private sector a
greater push in defence manufacturing

Larsen &
Toubro/defenc
e sector

L&T has won the largest private sector defence order
for artillery guns. It has entered into a contract with
Ministry of Defence for supply of 100 units of 155
mm/52 calibre tracked self propelled artillery guns to
the Indian Army for ~| 4500 crore

These guns are likely to have over 50%
indigeneous content. Accordingly, the
deal is likely to benefit a number of
small & medium defence companies in
addition to Larsen & Toubro
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Yes Bank In its Annual Report 2016-17, Yes Bank disclosed it
had diverged from RBI specified NPA, to the extent
of | 4176 crore in its reported GNPA of | 749 crore,
which, subsequently, in FY17 was taken care of in
financials and GNPA reported at only | 1039 crore in
FY17

If GNPA ratio of FY16 is adjusted it
would be 5% vs 0.76% reported in
FY16. Due to provisions, PAT would
have gone down to | 1978 crore vs.
reported | 2539 crore. Considering the
impact would have been huge if it was
taken then and non prudent disclosure
from the management. This can
continue to impact the stock negatively
in spite of the management clarifying it
had ncorporated everything in FY17

Info Edge Zomato, a subsidiary of Info Edge, is in advanced
talks to acquire delivery start-up Runnr (Carthero
Technologies Pvt Ltd) to strengthen its food delivery
business

The deal is is likely to give Zomato a
captive fleet of delivery personnel, a
model similar to its rival Swiggy (Bundl
Technologies Pvt Ltd). While the final
contours of the transaction are yet to
be finalised, Zomato is likely to buy
Runnr in an all-stock deal for about $20
million. Hence, the final impact would
depend on valuation. Secondly,
Zomato has reduced its cash burn
significantly from $8-10 million per
month around a year or two back to $1-
2 mn per month recently

 
 

Key developments (Continued…) 
• For Q4FY17E, on account of higher base metal prices, we expect Vedanta to register topline growth of ~16% QoQ and 

~42% YoY. Subsequently, the EBITDA is likely to increase ~23% QoQ and ~108% YoY. The EBITDA margin is likely to 
come in at 31.9% up 160 bps QoQ and 1020 bps YoY (30.3% in Q3FY17 and 21.7% in Q4FY16) 

• JK Tyre & Industries (JKTIL) Q4FY17E, consolidated revenues are expected to grow 11.9% YoY to | 1955 crore. Its 
standalone business will have a favourable impact of lower import of Chinese tyres & price hikes. Consolidated EBITDA 
margins are expected to contract 189 bps YoY & 92 bps QoQ to 13.5% mainly due to higher input cost. Further, higher 
interest & depreciation cost (due to acquisition of Cavendish) will impact profitability, with PAT estimated at | 61 crore 

• With J&K Bank's management focus on asset quality front, in Q4FY17, GNPA ratio improved 64 bps QoQ at 11.2% and 
NNPA ratio improved ~112 bps QoQ at 4.87%. The bank reported loss at | 554 crore compared to our estimate of loss 
of ~| 300 crore, led by higher than anticipated provision. However, operational profit came in line with estimate at  
| 276 crore. Advances growth came in higher at | 49816 crore, down 1% YoY 

• We expect Bata to register double-digit revenue growth of 13% YoY to | 615.9 crore, on the back of improved 
consumer sentiments post demonetisation and a better product mix. We expect EBITDA margins to expand 60 bps 
YoY to 10.8% on account of healthy topline growth resulting in positive operating leverage. Subsequently, with lower 
depreciation cost, we expect PAT to increase 38% YoY to | 38.5 crore 

• Nestlé India reported a healthy set of numbers with revenue in line with estimates. Sales was up 9.1% YoY to | 2575.7 
crore (I-direct estimate: | 2566.2 crore) led by 9.7% domestic sales growth. The company reported volume growth 
across categories and benefited from the price hike taken in previous quarters. It reported 288 bps YoY contraction in 
the operating margin to 20.3% due to higher raw material cost and advertisement expense. Profit came in at | 306.8 
crore, against our estimate of | 287.5 crore 

• Titan Company reported a mixed set of Q4FY17 numbers wherein revenues were above our estimates but below our 
estimates on the profitability front. Topline grew 43% YoY to | 3429.7 crore (I-direct estimate: | 3183.9 crore) driven by 
robust growth in the jewellery segment by 55% YoY albeit on a lower base. EBITDA margins contracted 80 bps YoY to 
7.9% vs. our estimate of 10.3%. PAT was below our estimate at | 200.7 crore (I-direct estimate: | 230.4 crore) up 7.4% 
YoY 
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Key developments (Continued…) 
•  JK Cement’s Q4FY17 results were above our expectation. The beat on the topline front led to higher-than-expected 

profitability. Revenues increased 7.7% YoY to | 1018.9 crore (vs. I-direct estimate | 913.5 crore). EBITDA margin 
decreased 37 bps YoY to 17.8% (above I-direct estimate of 16.4%) mainly led by higher other expenses (up 21.3% 
YoY) and employee expenses (up 29.6% YoY) 

• Mangalam Cement’s results were above our estimate. Revenues increased 21.0% YoY to | 254.3 crore (above I-direct 
estimate of | 220.5 crore) mainly led by 0.75 MT capacity expansion at Aligarh, UP in August 2016. EBITDA margin 
declined from 14.1% to 9.7% (above I-direct estimate of 8.2%) in Q4FY17 mainly led by a rise in power & fuel cost (up 
32.4% YoY due to higher pet coke prices) and higher employee expenses (up 23.8% YoY due to capacity expansion) 

• As per media sources, the European Commission has imposed new anti-dumping duties in the range of 29-55% on 
pipes and tubes made from steel and iron in China to restrict the flow of the cheap metal from the country 

• As per media sources, IOC plans to invest | 15000 crore on the expansion and upgradation of its flagship refinery in 
Gujarat. Under the plan, the company will expand Gujarat refinery's capacity from current 13.7 MMTPA to 18 MMTPA 

• As per media sources, IOC will book additional 1 MMTPA of LNG capacity at Petronet LNG's Dahej Terminal. The 
booking will happen post Petronet's capacity expansion of Dahej terminal from existing 15 MMTPA to 17.5 MMTPA 

• Infrastructure Investment Trusts have been exempted from the ambit of acceptance of deposit rules under the 
companies law, a move that is expected to ease the compliance requirements for the investment vehicle 

• As per media sources, unions operating in Coal India and its subsidiaries have threatened to go on a three day strike  
(in June 19-21) following the government's move to merge Coal Mines Provident Fund (CMPF) into Employees 
Provident Fund Organization (EPFO) 
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Sensex Chart Technical Outlook 

 We said, "Weakness/close below the candle's 
bottom can turn the bias negative..." The index 
opened positive but soon weakened below 
Thursday's bottom, finishing 63 points or 0.2% 
lower as a result. The net loss remained 
moderate due to gains in IT heavyweights. 
Except realty, other sectors ended flat to 
negative. The A/D ratio also worsened to 1:3. 
 
The action formed a second consecutive Bear 
candle, which turned the bias negative as we
argued. It was a late recovery, exactly from 
the Grey support line formed as lower shadow 
on the candle. Holding the shadow area and 
grey line can be positive, if the index ends 
above Friday's high. However, failure to 
sustain above Friday's high could turn the
index subdued. 

Pivot Points                          CNX Nifty Technical Picture 
 Nifty 50 Intraday Short Term

Trend Range bound Up
Trend Reversal 9250
Support 9372-9336 9250
Resistance 9450-9480 9550
20 Days EMA 9294
200 days EMA 8689

Index/Stocks Close S1 S2 R1 R2 Trend
SENSEX              30188.15 30099.80 30060.00 30193.95 30241.05 -ve
NIFTY               9400.90 9369.70 9358.90 9402.30 9418.60 -ve
ACC                 1679.85 1657.40 1646.90 1679.25 1690.20 -ve
AXIS BANK           503.00 495.85 490.55 504.70 509.10 -ve
HDFC BANK           1551.65 1549.95 1544.75 1560.30 1565.05 +ve
SBI                 297.90 298.35 296.70 301.65 302.90 +ve
HDFC                1549.80 1537.35 1531.35 1550.80 1557.50 -ve
MARUTI SUZUKI       6730.20 6681.45 6661.90 6734.95 6761.70 -ve
TATA MOTORS         430.85 430.80 429.20 433.95 436.25 +ve
M & M               1367.85 1360.35 1350.50 1368.50 1372.60 -ve
BAJAJ AUTO          3004.80 2989.15 2977.05 3013.40 3025.50 Neutral
TCS                 2360.65 2355.40 2342.95 2380.35 2389.65 +ve
INFOSYS             964.25 962.40 958.75 969.70 974.60 +ve
CIPLA               567.95 566.45 563.30 572.80 574.50 +ve
ONGC                184.85 184.95 184.35 186.15 188.05 +ve
RELIANCE            1350.45 1341.65 1337.15 1351.65 1356.65 -ve
BHARTI AIRTEL       365.10 360.95 358.40 365.35 367.55 -ve
DLF                 208.35 206.70 203.55 213.05 214.85 +ve

Advances / Declines 

 Advances Declines Unchanged
BSE 940 1845 176
NSE 519 1159 86

Daily Technical Calls 
 1.  Buy TVS Motors in the range of 514.00-515.00

2.  Sell PFC in the range of 162.00-163.00

 *All recommendations are of May Future 
 

See Momentum Pick for more details

Nifty Call – Put Strike (No. of shares in lakh) – May 2017 Intraday Derivative Strategy 
 Buy GAIL MAY Fut at 416.50-417.00

View: Bullish               Strategy: Buy Future
CMP: 413
Target 1: 418.6            Target 2: 422.6
Stop Loss: 414.6

Sell APOTYR MAY Fut at 224.50-225.00
View: Bearish               Strategy: Sell Future
CMP: 227
Target 1: 223.5            Target 2: 220.8
Stop Loss: 226.1
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See Daily Derivatives for more details
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Major Economic Events this Week 

 
Result Preview 
Company Revenue EBITDA PAT

Q4FY17E YoY QoQ Q4FY17E YoY QoQ Q4FY17E YoY QoQ
Colgate Palmolive 1,242.9 1.4 26.6 257.1 6.6 20.1 158.2 8.4 23.8
Vedanta 22,643.2 41.7 16.6 7,225.5 108.1 22.9 2,877.6 175.6 54.2
Bata India 615.9 13.1 -3.9 66.3 19.9 -12.4 38.5 38.0 2.1
JK Tyre 1,954.9 11.8 6.4 264.4 -1.9 -0.4 60.6 -48.1 -29.7
Kajaria Ceramics 690.4 5.2 13.8 131.7 0.2 18.2 70.3 2.2 27.6

 Chg(%) Chg(%) Chg(%)

Revenue = NII; EBITDA = PPP for Banks and NBFC;

 
Recent Releases 
Date Report
12 May 2017 Result Update- HCL Technologies

12 May 2017 Result Update- Gujarat Pipavav Port

12 May 2017 Result Update- Havells India

12 May 2017 Result Update- Arvind Ltd

Date Event Country Period Actual Expected
15-May Industrial Production YoY CH Apr 6.50% 7.00%

Date Event Country Period Expected Previous
16-May Trade Balance IN Apr -$10796.0m -$10437.2m
16-May Exports YoY IN Apr -- 27.60%
16-May Imports YoY IN Apr -- 45.30%
16-May CPI YoY UK Apr 2.60% 2.30%
16-May Industrial Production MoM US Apr 0.40% 0.50%
16-May Manufacturing (SIC) ProducUS Apr 0.40% -0.40%
16-May GDP SA YoY EU 1Q P 1.70% 1.70%
17-May Industrial Production YoY JN Mar F -- 3.30%
17-May CPI YoY EU Apr F 1.90% 1.50%
18-May GDP Annualized SA QoQ JN 1Q P 1.80% 1.20%

0063 
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