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MARKET WATCH

MARKET REVIEW

Issue No : 108 September 2009

The domestic indices closed on a flat note, after witnessing a volatile trade during the
month. The BSE Sensex closed 0.02% lower at 15,667, after touching a low of 14,684 in
the month, while the S&P Nifty closed 0.55% higher at 4662, after testing the lows of
4359 levels.

Although the markets started with a positive sentiment due to better than expected
Q1 results, concerns about a significant deficit in the monsoons, spread of swine flu
and diversion of funds towards the Adani Power & NHPC IPOs pulled the markets
lower initially during the month. Thereafter, better than expected IIP numbers for the
month of June 09, unveiling of a new reform-oriented direct tax code and rally in the
American/European bourses helped the markets recover most of its losses.

Although the global markets bounced back on account of better than expected
economic data, the sharp correction in the Chinese markets resulted in capping the
upside for the domestic indices. The FII inflows into the Indian markets accelerated
during the month on the back of global recovery. FIIs were net buyers to the tune of
Rs 4902.50 Crs, while the Mutual Funds bought equities worth Rs 658.00 Crs during
the month.

In Q1 FY 10, the India’s GDP grew at 6.1%, as compared to 5.8% seen in the Q4 of FY 09.
Financial services and mining & electricity segments among the industrial sector
grew at a higher rate, while the growth in agriculture, manufacturing and services
was lower, as compared to the previous quarter. The Index of Industrial Production
(IIP) grew at 7.8% during the month of June 09, as compared to 2.66% seen for May 09.
The rise in construction activity during June 09, on account of below normal monsoons,
was one of the major reasons for the sharp rise in IIP numbers. While the Wholesale
Price Index (WPI) inflation remained negative at –0.95%, the Consumer Price Index
(CPI) inflation rose to touch 11.89% for July 09.

At the sectoral level, Realty outperformed the benchmark indices owing to a rise in
investors’ risk appetite. IT space witnessed buying interest on the back of a weak
rupee, new order inflows and signs of recovery in the western economies. The
continuing rise in metal and oil prices helped the commodity counters. Export oriented
sectors also reacted positively to the extension of relief measures in the Foreign
Trade Policy. FMCG sector underperformed the broader markets as the rise in the
prices of agricultural and other essential commodities is expected to impact the
margins, while banking sector also witnessed selling pressure on inflationary concerns.

Sensex During August 2009

"When it comes to macro events, you can either predict or react. I’ve proven time and again that my crystal ball is horrible, so
my focus has to be on reacting to extremes in individual securities by selling at high valuations and buying at low valuations."

-Bruce Berkowitz

Major IndicesMajor IndicesMajor IndicesMajor IndicesMajor Indices 31/08/0931/08/0931/08/0931/08/0931/08/09 31/07/0931/07/0931/07/0931/07/0931/07/09 % VAR% VAR% VAR% VAR% VAR
S&P CNX Nifty 4662.10 4636.45 0.55
S&P CNX 500 3840.25 3764.10 2.02
BSE Sensex 15666.64 15670.31 -0.02
BSE 200 1930.45 1909.63 1.09
NASDAQ 2009.06 1978.50 1.54
DOW 9496.28 9171.61 3.54
FTSE 4908.90 4608.36 6.52
NIKKEI 10492.53 10356.83 1.31
Other IndicatorsOther IndicatorsOther IndicatorsOther IndicatorsOther Indicators 31/08/0931/08/0931/08/0931/08/0931/08/09 31/07/0931/07/0931/07/0931/07/0931/07/09 % VAR% VAR% VAR% VAR% VAR
FOREX (Rs/$) 48.83 47.94 -1.86
BRENT CRUDE ($/Barrel) 68.76 70.88 -2.99
GOLD (Rs/10Gms) 15180.00 14700.00 3.27
GAINERSGAINERSGAINERSGAINERSGAINERS CMPCMPCMPCMPCMP % VAR% VAR% VAR% VAR% VAR
Hind Oil Exploration 372.20 148.88
Aban Offshore 1630.00 68.83
Fresenius Kabi Oncol 77.15 65.03
Ganesh Housing Corp 137.10 59.88
KPIT Cummins 85.00 59.47

LOSERSLOSERSLOSERSLOSERSLOSERS CMPCMPCMPCMPCMP % VAR% VAR% VAR% VAR% VAR
Rei Agro 48.45 -27.63
Bajaj Finserv 280.40 -23.75
Cals Refineries 0.60 -18.92
REI Six Ten Retail 800.00 -17.43
United Breweries Hdg 195.45 -17.27

BSE Sectoral IndicesBSE Sectoral IndicesBSE Sectoral IndicesBSE Sectoral IndicesBSE Sectoral Indices 31/08/0931/08/0931/08/0931/08/0931/08/09 31/07/0931/07/0931/07/0931/07/0931/07/09 % VAR% VAR% VAR% VAR% VAR
REALTY 4,413.59 3,908.77 12.92
CD 3,295.34 3,119.09 5.65
IT 4,172.52 3,962.12 5.31
CG 13,151.15 12,595.94 4.41
OIL&GAS 9,774.73 9,480.09 3.11
AUTO 5,878.23 5,713.68 2.88
HC 3,900.93 3,805.05 2.52
POWER 2,991.94 2,970.46 0.72
PSU 8,382.38 8,365.69 0.20
METAL 12,382.92 12,395.26 -0.10
BANKEX 8,344.62 8,465.76 -1.43
FMCG 2,553.52 2,738.15 -6.74
Institutional Activity – Aug 2009 (Rs Cr)*Institutional Activity – Aug 2009 (Rs Cr)*Institutional Activity – Aug 2009 (Rs Cr)*Institutional Activity – Aug 2009 (Rs Cr)*Institutional Activity – Aug 2009 (Rs Cr)*
InstitutionInstitutionInstitutionInstitutionInstitution BuyBuyBuyBuyBuy SellSellSellSellSell NetNetNetNetNet
FII 52385.80 47483.30 4902.50
MF 16764.70 16106.70 658.00
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Market Outlook

Foreign Currency Convertible Bonds (FCCBs) are debt instruments issued in a currency different than the issuer’s domestic
currency with an option to convert them into common shares of the issuer company at the option of the lender. FCCB acts
like a bond by making regular coupon and principal payments and also gives the bondholder the option to convert the
bond into a pre-specified number of equity shares.

Features
● FCCB issues have a ‘Call’ and ‘Put’ option to suit the structure of the Bond. In India, both the options are subject to RBI

guidelines.
● FCCBs are of either secured or unsecured type and can be converted into Indian shares or ADRs/GDRs (Depository

Receipts).
Regulatory View

● FCCBs can be raised through automatic route by all Indian corporates except by financial intermediaries such as Banks,
FIs, NBFCs, etc. For the financial institutions dealing exclusively with infrastructure or export finance and banks,
FCCB issues have to be approved by the RBI.

● RBI approval is not required for issues up to $500 million during the financial year and this form of financing is treated
as FDI and companies have to comply with sectoral FDI regulations. The funds generated should be parked abroad
until the actual requirement arises.

● FCCB proceeds should be used for investment purposes and for overseas direct investment in JVs or wholly owned
subsidiaries, or acquisition of shares in divestment process etc.

● FCCB coupon rates are capped: 6 month LIBOR plus 300 bps for 3 to 5 year FCCBs; 6 month LIBOR plus 500 bps for
FCCBs above 5 years.

Pricing & Buy-back
● FCCB issues are priced higher than the average of weekly high & low of the closing prices of the issuer company,

subject to certain conditions for calculating the average price. The option price is fixed at a premium of around 30% to
70% to the prevailing stock price.

● The right to buyback is vested with the issuer of FCCBs. However, the actual buyback is subject to the consent of the
bondholders.

● Buy back of FCCBs upto $500 million does not require RBI’s approval but the buyback value should be at a minimum
discount of 15% on the book value and the buyback is to be funded by existing foreign currency funds held either in
India or abroad.

Advantages
● The issuer has a possibility to skip paying the interest/principal on the FCCBs if the stock price appreciates, while the

lender can have an option to take advantage of any favourable movement in the stock prices, apart from earning
regular interest/principal payments.

● FCCBs carry a low/zero coupon rate, providing the issuer company with low cost funding.
Disadvantages

● If FCCBs are not converted into equity shares on account of depressed stock prices, there can be a sizeable redemption
liability for issuing companies, along with regular interest expenses.

● Conversion of FCCBs can result in equity dilution for the promoter group.

The global markets have rallied sharply from March 09 and with the Asian markets, especially the Chinese markets, showing signs
of weakness at higher levels, the upside for the markets is expected to be limited in the short-term.

FIIs have been net buyers during the month, lending support to the markets at lower levels. However, FIIs are expected to turn net
sellers at higher levels, on the back of any signs of weakness in the global markets. The progress of the Monsoons would be keenly
watched by the markets, as the current rainfall would have a direct impact on the agricultural production, both in the current Kharif
season and the upcoming Rabi season. Any fresh negative news on the spread of swine flu is also expected to impact the market
sentiment.

The IIP numbers for the month of July 09 would be released on September 11. The IIP numbers for June 09 saw a sharp rise, and any
continuation of this trend is expected to be perceived positively by the markets. Thereafter the markets would closely track the
advance tax payments for Q2 of FY-10 that would be available from the 15th of September. Inflation continues to remain a concern
on account of the rising prices of essential commodities, and the CPI inflation is expected to remain high during the month. The WPI
inflation is expected to start recovering from the negative territory, as the high base effect would start wearing off.

After the poor post-listing performance of some of the recently concluded IPOs, the investor response to the scheduled IPO of Oil
India Limited is expected to dictate the market sentiment in the medium term.

The markets have been facing resistance at higher levels, and stocks that have witnessed a sharp run-up in the recent rally are
expected to correct.
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Should investors invest in the primary market or the secondary market? Which would
provide investors better returns? What are the precautions that investors should take
while investing in the primary market IPOs?

Historically, the valuations have determined the kind of returns that investors would get
from a stock, irrespective of the fact whether the company is already listed or is a new
IPO. Investors have burnt their fingers while investing in stocks at the peak of bull
markets, whether they have invested in these stocks through IPO route or in the secondary
market. On the other hand, many investors who have invested in IPOs whenever the
stock is attractively valued have made good returns on their investments.

In the past, we have seen many investors investing in the IPOs, even though these IPOs
were expensive or the quality of promoters was suspect and thus losing money on their
investments.

So how do investors protect themselves and take advantage of the IPO opportunities?

Dos:

● Do check the quality of the promoters before investing in the stocks. What is their track record? Are the promoters/management
trustworthy? Did their other group companies that have earlier gone for IPO provide adequate returns to investors?  At what
price did the promoters and other investors invest in the company? What would be the promoter stake post the public issue?
Whether they have any strategic/technical tie-ups or alliances with well-known companies etc.

● Do check the basic valuation metrics such as EPS, P/E, Book Value, Dividend yield etc. Has the company been able to increase its
revenues and profitability over a period of time?  What is the valuation of the company when compared to its industry peers?

● Do check, where would the company utilize the IPO proceeds and how would the company benefit by going for an IPO?

● Do check the future prospects of the company and whether the company can grow its revenues and profits, going forward.

● Do check the IPO grading: Before the issue, the issuing company needs to get itself graded by the credit rating agencies registered
with SEBI. The grade represents a relative assessment of safety, return, risk of IPO vis-à-vis other listed equity shares. The higher
the grade the better it is, though a higher grading would not guarantee any returns to investors, if the issue were expensive.

Donts:

● Do not invest in the IPO just because everyone else is doing it and you would not like to miss the opportunity. Remember that if
more number of people applying (i.e. the demand is high) the price is usually not cheap and the possibility of making return post
listing would also diminish.

● Do not invest in IPO with the hope of making instant return (especially if the IPO is expensive), because the ‘grey market
(unofficial price)’ premium is high. This grey market premium is usually manipulated and it could (and most likely it will)
change before the listing and the investors hoping to make a quick profit could end up making a loss.

● Do not invest because the current IPO is relatively cheaper than the listed stocks in the same space, if on absolute basis the stocks
in the industry are expensive.

● Do not invest if there are significant risks in the horizon especially where there are execution risks, compliance risks, contingent
or regulatory risks. As any developments on these fronts can risk the value of the investments in the company.

● Do not invest in IPOs if one is not ready to take the risks associated with investing in equity shares.

While the current regulations are tighter than in the past, and have resulted in the improvement in the quality of promoters that are
accessing the capital markets to raise funds, investors need to be alert to the hype surrounding the IPO issues and focus more on the
downside risks and potential returns based on the company’s valuation.

Current Scenario

● The Finance Ministry had come out with a discussion paper in 2008 that suggested the existing public shareholding norms be
changed. According to the proposal, the minimum public holding in a listed company is proposed to be raised to 25% from the
present minimum of 10%. If the said changes are made into the policy, then there are currently 167 listed companies where the
public shareholding is less than 25%, and follow-on public issue is one of the options available with these companies to increase
their public shareholding.

● The government has proposed to raise Rs 25,000 Crs by the way of disinvestment, and this is expected to increase the activity in
the primary/secondary markets.

● After reaching its peak during 2007-08, the IPO market has witnessed a lull on account of the ongoing economic slowdown.
However, with the markets showing signs of recovery, the IPO market is expected to see renewed activity as companies look to
tap the capital markets to deleverage their balance sheets.

Conclusion
While investors should take advantage of the IPOs where valuations are attractive, they should keep away from aggressively priced
issues which have limited upside, as evidenced by the lacklustre listing of some of the recent high-profile IPOs.
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Proposed New Direct Tax Code - Investor Impact
Introduction
The government has come out with new draft regulations for direct taxes, which would replace the existing
Income Tax Act 1961. These draft regulations are currently open for public discussion, and once the final bill
is passed in the Parliament, the New Direct Tax Code would come into effect from April 1st, 2011.

Need for the new code.
● To simplify the prevailing Income Tax Act 1961 and to consolidate the large number of amendments made over the years.
● To bring in stability in the tax procedures and at the same time make it more flexible to make the relevant changes required at

some point in the future.
● To increase the compliance levels in the country and to widen the tax net in order to increase the government’s revenues to fund

the various social sector schemes and improve the tax revenue to GDP ratio.
● To review the tax exemptions that were provided under various sections.

The New Tax Code - Highlights
Some of the key proposals under the new tax code are:
For Individual Tax-payers

● The base of the taxable income has been broadened by including some of the previously exempted sources of income.
● The width of the tax slabs has been widened. The limit on tax saving instruments has been increased from Rs 1 Lakh to Rs 3 Lakh.
● The saving schemes available under various financial institutions such as Mutual Funds, Insurance investments etc. have been

modified/reduced. Also, the returns on these investments would be taxed on an EET (Exempt Exempt Tax) basis.
● Plans to abolish the Securities Transaction Tax (STT).
● Wealth tax would be applicable for an amount exceeding Rs 50 Cr. @ 0.25% over that amount when compared to the present limit

of Rs 30 Lakh.
● There would be no longer a distinction between short term and long-term capital gains; it has been proposed to tax all the capital

gains at a uniform rate.
For Corporate India

● The corporate tax rate would be 25% with no surcharge or education cess as compared to the present rate of 33.99%, which includes
surcharge and education cess.

● The Minimum Alternative Tax (MAT) would be laid on gross asset basis rather than on book profit and this tax would be a final
tax i.e. no carry forward of this tax would be allowed. MAT would be levied at 0.25% of gross assets for banking companies and
at 2% of gross assets for all other companies.

● The losses of a business can be carried forward indefinitely.
● The tenure for the tax holidays has been changed from a pre-specified period to the time the firm recovers the capital and revenue

expenditure that has been incurred.

● Wealth Tax: Wealth Tax would be charged @ 0.25% of an individual’s taxable assets (taxable assets = value of assets – any related
liability) over and above the Rs 50 Cr mark. The wealth tax expenditure for investors would be lower.

● Income from employment: The income from employment has been modified to include basic salary along with all perquisites
received by an employee. Some of the permissible deductions are professional tax paid, transport allowance to the extent
prescribed, compensation under VRS, gratuity received on retirement or death etc. This provision would increase the taxable
income of an employed individual.

● Income from House property: The income from house property would mean gross rent received minus deductions, wherein the
deductions include taxes paid to local authorities and service tax paid, 20% of gross rent towards repair and maintenance, interest
payable on capital borrowed for the purposes of acquiring, constructing, repairing, renewing or re-construction of the property.

● Capital Gains: Capital gains will no longer be distinguished under the two heads of short term and long-term capital gains. All
the capital gains will be taxed at a uniform rate. If the asset were sold one year after its acquisition, the capital gains would be
adjusted on the basis of cost inflation index to reduce the inflationary gains. Long-term investors in the equity markets and in real
estate would be impacted negatively by this measure.

● Security Transaction Tax (STT): STT would be abolished. This is expected to lower the transaction costs for an investor in the
equity markets.

● Income from residuary sources: Residuary Income is other gross income minus specified deductions. Here any amount exceeding
Rs 20,000 taken or accepted shall be deemed to be income and included under this head and taxed accordingly.

● Tax Saving Schemes: It has been proposed to increase the investment limit in tax saving schemes from Rs 1 Lakh to Rs 3 Lakh and to
subject these investments to Exempt-Exempt-Tax (EET) system. However, the investments made under ULIPs, ELSS and the Home loan
repayment etc that were earlier among the tax saving instruments will no longer be eligible. Only investment made in approved
provident funds, approved superannuation funds, life insurers and new pension system trust are included. Under the new tax code, the
contributions and the income/interest from these schemes would be tax exempt, while the redemptions would be taxed.

The Final Word
If the proposed tax code were to be implemented in its current form, proposals such as raising the income tax slabs, wealth tax limit
and abolishment of STT would impact the investors positively, other measures such as removal of exemptions on long-term capital
gains, limiting the options under tax saving schemes etc. are expected to have an adverse impact on the investor community.

Impact on Individuals
● Tax Base: The base of taxable income has been broadened. It now includes all income of revenue and capital nature unless

otherwise stated. The income base would also include previously exempted income such as long-term capital gains, house rent
allowance, interest payments on house loans etc. The taxable income for individuals would see a rise.

Tax Rate (%) For Individuals For Women For Senior Citizens
0 0 to 1.60 L 0 to 1.80 L 0 to 2.40 L
10 1.60 L to 10 L 1.80 L to 10 L 2.40 L to 10 L
20 10 L to 25 L 10 L to 25 L 10 L to 25 L
30 Above 25 L Above 25 L Above 25 L

             PROPOSED NEW TAX SLABS     L - Rupees In Lakhs● Tax Slabs: The tax slabs for
the individuals have been
widened. Individual
investors with income less
than Rs 10 Lakhs can expect
to see a sharp drop in their
tax outgo.
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Company Profile: FDC Ltd, formerly known as Fairdeal Corporation, was started in the year 1936 to import pharmaceutical dosage
forms, specialized infant foods and surgical goods. Currently, the company manufactures formulations, food products and bulk
drugs.  It is a pioneer in the Oral Rehydration Salts (ORS) segment, with a market share of more than 80% in this segment. It markets
its ORS products under the Electral brand and enjoys a preferred vendor status among the NGOs for the supply of ORS and Zinc
Sulphate capsules. The company derives close to 90% of its revenues from the formulations unit, with the tablets and capsules unit
accounting for more than 57% of the company’s total revenues. The company has recently received US FDA approvals for its
products such as Oflaxcin etc. and has commenced exports to the US markets in FY 2008-09. The company’s bulk drug section
manufactures products for the anti-rheumatic, anti-asthmatic, ophthalmic and ENT segments. These bulk drugs are either exported
(more than 80% of the production is exported) or formulated in-house. The company has two subsidiaries - FDC International UK
and FDC Inc., USA. The company also operates a US-based joint venture - Fair Deal Corporation Pharmaceutical SA (Pty) Ltd. Exports
account for close to 8.5% of the company’s turnover.
Strengths:
● FDC is a market leader in the ORS space. The company has long-term agreements

with NGOs and other government organizations to cater to the domestic markets.
Its recent initiatives such as introducing liquid electral etc. are expected to
improve its revenues.

● In the domestic markets, the company has been experiencing steady growth in
the tablets and capsules segment. The company’s bulk products segment is
expected to increase its contribution to the company’s topline on account of the
growing demand.

CMP: Rs. 47.35 FDC Ltd. EPS (TTM): Rs. 4.83
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● The company has a healthy balance sheet, with
more than Rs. 400 Crs in Reserves & Surplus and
a debt-equity ratio of less than 0.01.

Concerns:
● The regulatory environment has become more

stringent across the world and the company’s
expansion plans into new geographies may be
affected.

● The entry of new players is expected to intensify
the competition and affect the industry margins.

Company Profile: Everest Industries was established in the year 1934 as a roofing sheet manufacturing company. It has expanded
over the years to offer complete building solutions right from roofing, ceiling, walls, floors and doors to complete pre-engineered
Steel buildings. The pre-engineered buildings facility was commissioned in the year 2008. The company has technological
collaboration with Saint Gobain for non-asbestos corrugated roofing system. The company has a pan-India presence and its plants
are located in Uttarakhand, Madhya Pradesh, Kolkata, Nashik and Tamil Nadu. Apart from the Indian market, it also caters to Middle
East, Asian, European and African markets. The company also imports raw materials from Russia, Canada and Brazil for its
Chrysotile Roofing products. The company’s clients include Ericsson, Vodafone, Walmart, McNally Bharat, Baxter, Tristar
Infrastructure, Ramkey Infrastructure, and Jain Irrigation, amongst others.
Strengths:
● The company has strong distribution network with more than 5900 retail points spread

across the country.
● The company has a strong presence in North India. It's manufacturing plants are located

close to the key demand centres.
● Fibre cement roofing is still the most economical form of roofing in developing countries

and company has significant scope for expansion.

Concerns:
● Steel is one of the major raw materials for

the company, and a rise in steel prices is
expected to impact the company’s margins
negatively.

● Misconception that the company uses
asbestos in its roofing solutions would lead
to decreased demand although it actually
uses white asbestos, a naturally occurring
safe mineral.

Outlook: The company is in a position to benefit
from the proposed spending in the rural infrastructure and industrial sectors. On account of the opportunities present in logistics,
commercial and other industrial sectors, the company’s recent offering – pre-engineered building solutions (which would cut down the
erecting time for warehouses, factories etc.) is expected to be the key growth driver in the future . Although the rising steel prices is an
area of concern, the company is in a position to capitalize on both rural and urban infrastructure opportunities present in the country.
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Key Financials (Rs Cr) FY 05 FY 06 FY 07 FY 08 FY 09
Net Sales 328.76 350.08 435.82 495.06 589.28
Operating Profit Margin (%) 23.71 26.80 21.56 17.78 20.82
PAT 46.28 59.17 63.20 56.60 88.83
Equity 19.22 19.22 19.22 19.22 18.90
Reserves 218.21 270.73 314.05 355.10 403.95
Debt 3.74 4.02 3.54 14.09 6.50
EPS (Rs) 2.41 3.08 3.29 2.94 4.70
Book Value (Rs) 12.28 15.02 17.28 19.42 22.32
Dividend(%) 75.00 80.00 100.00 100.00 125.00
Promoter Holding (%) Last 5 Qtrs 63.98 63.98 64.21 65.08 65.44

Key Financials (Rs. Cr.) FY 05 FY 06 FY 07 FY 08 FY 09
Net Sales 227.44 252.21 302.36 284.02 528.69
Operating Profit Margin (%) 15.47 20.43 9.74 11.40 10.16
PAT 19.51 24.32 11.69 7.34 13.53
Equity 14.80 14.80 14.80 14.80 14.80
Reserves 95.68 114.99 119.72 126.54 136.53
Debt 13.98 23.25 71.35 135.22 174.30
EPS (Rs) 12.25 20.05 7.20 8.99 9.34
Book Value (Rs) 74.65 87.70 90.89 95.50 102.25
Dividend(%) 50.00 70.00 40.00 40.00 25.00
Promoter Holding (%) Last 5 Qtrs 50.09 50.09 50.09 50.09 50.09

Outlook: The company recorded an impressive
growth in FY 08-09, bucking the global economic
slowdown, rise in raw material prices and the adverse

forex movements. The company is expected to witness a steady demand for its products especially in the ORS and capsules & tablets
segment, on the back of the government’s increased healthcare spending. The company’s recent expansion into the US markets, where
it has received approvals from the US FDA for some of its products, is expected to be a growth driver in the future. With the lifestyle
related health issues seeing a sharp rise, the company’s therapeutic segment also has good potential for growth.

CMP: Rs. 115.00 Everest Industries EPS (TTM): Rs. 10.83
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Company Profile: Gujarat Alkalies and Chemicals Ltd (GACL) was promoted by the government of Gujarat in the year 1973. The company
started with the product base in the Chlor-Alkali segment and it has since extended its offerings to a range of high end products and basic
chemicals such as Sodium Cyanide, Sodium Ferrocyanide etc. It is the largest producer of Caustic Soda in India with close to 16% market
share. It has manufacturing plants located in Dahej and Vadodara, Gujarat. It exports to USA, Europe, Australia, Africa, Far & Middle East
Countries, China and South Asian Markets. In 2008 it had also signed an agreement to form a 50-50 JV with Dow Europe GmbH to produce
2,00,000 TPA of Chlorinated Organics at Dahej. The DOW-GACL JV will cater to the demand of SAARC countries and the plant is expected
to be operational by 2011. It has also entered into an agreement with IICT for the development of hydrazine hydrate technology. GACL
also holds an 18.71% stake in Gujarat Industries Power Co. Ltd (GIPCL).

Concerns:
● The company sources its raw material from a

single supplier, giving it little room for price
negotiations. The rising costs of raw materials
would also impact the company’s margins.

● Cheap imports of alkali products give a
tough competition for the company’s alkali
products. The company’s revenues from the
chlor-alkali segment would come under
strain if the anti-dumping duty currently
imposed by the government were removed.

Strengths:
● GACL’s products cater to a wide range of industries, offering it diverse clientele

and an insulation from cyclical downturns.
● The company has access to assured power supply through its captive power plant

and its joint ventures/power supply agreements with GIPCL.
● The company enjoys significant economies of scale, along with logistical

advantages by the way of access to raw materials and to user industries.

Outlook:The company has started diversifying to expand its product base. GACL’s joint ventures/alliances (with Dow Chemicals,
IICT etc) are expected to give it access to products to cater to industries such as pharma, agrochemicals, water management etc., which
currently have a large potential for growth. The company’s aggressive plans for the plastic industry by the way of JV with GSFC etc.
are also expected to serve the company well in the future. The company has a healthy balance sheet with high reserves and low debt-
equity ratio, and with most of projects such as expansion of caustic soda plant, hydrazine project, hydrogen peroxide plant etc. slated
to come on stream by FY-12, the company can look forward to aggressive growth in its revenues.
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● The company however retains its
manufacturing site in Ankleshwar and
would attain a debt-free status upon the
completion of the Lanxess deal.

Concerns:
● The company plans to start afresh in the

specialty chemicals and the power
generation space, and can face execution
delays.

Company Profile: Gwalior Chemical Industries Ltd (GCIL) was incorporated in the year 1978. It operates in the chemicals and
specialty chemicals space, catering to the needs of the customers in agrochemicals, pharmaceuticals, dyes and flavours & fragrance
industries. The Company is one of the largest producers of Chlorotoluenes and Thionyl chloride in the world. Within the Cholorotoluene
range, it produces and sells Benzyl Chloride, Benzaldeyhde, Benzotrichloride, Benzyl Alcohol and its other derivatives. The main
products in the Sulphur Chloride range are Thionyl Chloride, having varied applications, Sulphuryal Chloride and Sulphurdichloride.
It is the largest supplier of Black Viscose Dye Pigments to the leading viscose staple fibre manufacturers in India. The Company had
incorporated two wholly-owned foreign subsidiaries - Gwalior Chemicals BVBA in March 2005 and Gwalior Chemicals LLC in May
2008, with an objective to sell its own products in the European and American markets. Currently it operates seven large chemical
plants spanning over two chemical facilities located at Nagda (Madhya Pradesh) and Ankleshwar (Gujarat) in India.

CMP: Rs. 91.70 Gwalior Chemical Industries Ltd (GCIL) EPS (TTM): Rs. 11.30

CMP: Rs. 112.80 Gujarat Alkalies and Chemicals Ltd (GACL) EPS (TTM): Rs. 24.57

Strengths:
● The company has entered into an agreement with Lanxess to sell its entire basic

chemicals business for a consideration of Rs 536 Crs, of which Rs 156 Cr. would be
used to retire the company’s outstanding debt. The remaining Rs 380 Crs would
translate to a cash per share of Rs 154 (on a pre-tax basis).

● The company plans to enter into high specialty chemicals and power generation,
both of which currently have good scope for growth and offer better margins.

Key Financials (Rs Cr) FY 05 FY 06 FY 07 FY 08 FY 09
Net Sales 141.04 174.05 202.26 287.64 378.39
Operating Profit Margin (%) 19.79 21.12 19.85 18.94 14.38
PAT 13.17 15.59 18.73 24.92 27.445
Equity 14.8 14.8 24.68 24.68 24.677
Reserves 32.15 47.28 128.72 149.45 176.3
Debt 58.59 72.75 80.25 131.28 156
EPS (Rs) 8.89 10.53 7.58 10.09 11.12
Book Value (Rs) 31.72 41.95 62.16 70.56 81.433
Dividend(%) 2.4 2.64 7.5 12 12
Promoter Holding (%) Last 5 Qtrs 59.98 59.98 59.98 59.98 59.98

Outlook: Upon the completion of the deal with
Lanxess, the company has proposed to give
back a sum of Rs 100 Crs to the shareholders

by the way of special dividend or share-buyback, which translates to roughly Rs 40/share. The company has proposed to venture
into power generation and specialty chemicals, both of which hold good potential for growth. The company is in a position to
leverage its expertise in the chemicals business to move up the value chain and capitalize on the expected demand for specialty
chemicals, especially from pharma and agro-chemical sectors.

Key Financials (Rs Cr) FY 05 FY 06 FY 07 FY 08 FY 09
Net Sales 1134.95 1171.69 1330.11 1412.37 1420.54
Operating Profit Margin (%) 35.91 35.31 30.03 28.35 27.62
PAT 144.3 198.03 186.74 222.39 267.89
Equity 73.44 73.44 73.44 73.44 73.44
Reserves 468.41 649.63 815.04 1004.99 1171.49
Debt 539.81 472.6 400.62 315.47 261.43
EPS (Rs) 19.44 26.68 25.23 29.92 36.48
Book Value (Rs) 73.78 98.46 120.98 146.85 169.51
Dividend(%) 15 20 25 35 30
Promoter Holding (%) Last 5 Qtrs 36.72 36.72 36.72 36.72 36.72
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We have provided below a short list of  companies which we feel are currently available at attractive valuations, particularly when viewed

with a medium\long term perspective. The CMP and the Market Cap. are based on 31/08/2009.

This document was prepared by Zen Securities Ltd (ZSL), on the basis of publicly available information, internally developed data and other
sources believed to be reliable. The material contained herein is for information only and under no circumstances should be deemed as an offer
to sell or a solicitation to buy any security. ZSL or its employees, may, from time to time have positions in the stocks mentioned in this
document. While all care has been taken to ensure that the facts are accurate and the opinions are reasonable, ZSL shall not be liable for any
loss or damage howsoever arising as a result of any person acting or refraining from acting in reliance on any information contained therein.

DISCLAIMER\CAUTIONARY NOTE

CONSERVATIVE INVESTOR (Low Risk Profile)

Sl.Sl.Sl.Sl.Sl. Company NameCompany NameCompany NameCompany NameCompany Name IndustryIndustryIndustryIndustryIndustry CMP(Rs.)CMP(Rs.)CMP(Rs.)CMP(Rs.)CMP(Rs.) EPSEPSEPSEPSEPS BVBVBVBVBV FVFVFVFVFV DivDivDivDivDiv EquityEquityEquityEquityEquity Market CapMarket CapMarket CapMarket CapMarket Cap TimeTimeTimeTimeTime
No.No.No.No.No. (31/08/09)(31/08/09)(31/08/09)(31/08/09)(31/08/09) (Rs.)(Rs.)(Rs.)(Rs.)(Rs.) (Rs.)(Rs.)(Rs.)(Rs.)(Rs.) (Rs.)(Rs.)(Rs.)(Rs.)(Rs.) (%)(%)(%)(%)(%) (Rs.Cr)(Rs.Cr)(Rs.Cr)(Rs.Cr)(Rs.Cr) (Rs.Cr)(Rs.Cr)(Rs.Cr)(Rs.Cr)(Rs.Cr) FrameFrameFrameFrameFrame

MODERATE INVESTOR (Medium Risk Profile)

1 Tata Communications Communications 502.70 11.08 179.17 10 45 285.00 14326.95 M,L
2 Sundaram Finance Finance 303.65 30.25 228.27 10 65 55.55 1686.78 M,L
3 BOC India Industrial Gases 168.60 5.64 121.31 10 15 85.28 1437.82 L
4 Heidelberg Cement Cement 46.70 7.05 25.31 10 0 226.62 1058.32 L
5 Goodyear India Tyres 149.50 19.48 68.19 10 60 23.07 344.90 L
6 Ciba India Chemicals 226.95 25.08 298.16 10 35 13.28 301.39 L
7 Zodiac Clothing Textiles 299.00 31.75 192.43 10 65 8.39 250.86 L
8 Everest Industries Building Materials 115.00 10.83 102.25 10 25 14.80 170.20 M.L
9 Venky's India Food Processing 140.95 23.42 167.32 10 35 9.39 132.35 L
10 Repro India Printing 98.50 14.56 104.55 10 25 10.48 103.23 L

Sl.Sl.Sl.Sl.Sl. Company NameCompany NameCompany NameCompany NameCompany Name IndustryIndustryIndustryIndustryIndustry CMP(Rs.)CMP(Rs.)CMP(Rs.)CMP(Rs.)CMP(Rs.) EPSEPSEPSEPSEPS BVBVBVBVBV FVFVFVFVFV DivDivDivDivDiv EquityEquityEquityEquityEquity Market CapMarket CapMarket CapMarket CapMarket Cap TimeTimeTimeTimeTime
No.No.No.No.No. (31/08/09)(31/08/09)(31/08/09)(31/08/09)(31/08/09) (Rs.)(Rs.)(Rs.)(Rs.)(Rs.) (Rs.)(Rs.)(Rs.)(Rs.)(Rs.) (Rs.)(Rs.)(Rs.)(Rs.)(Rs.) (%)(%)(%)(%)(%) (Rs.Cr)(Rs.Cr)(Rs.Cr)(Rs.Cr)(Rs.Cr) (Rs.Cr)(Rs.Cr)(Rs.Cr)(Rs.Cr)(Rs.Cr) FrameFrameFrameFrameFrame

AGGRESSIVE INVESTOR (High Risk Profile)

1 PTC India Ltd Power Trading 94.60 4.14 68.58 10 12 227.42 2151.39 M
2 Gujarat Flurochemicals Industrial Gases 149.85 31.58 112.00 1 35 10.99 1646.85 L
3 Gujarat Alkalies Chemicals 112.80 24.57 169.52 10 30 73.44 828.40 M,L
4 Deepak Ferti. & Petrochem. Fertilizers 84.35 15.53 90.39 10 40 88.20 743.97 L
5 TNPL Paper 76.30 11.57 95.96 10 45 69.21 528.07 L
6 Tata Elxsi IT 163.80 18.68 48.64 10 70 31.17 510.56 L
7 Nilkamal Plastic 133.80 9.12 165.41 10 20 12.78 171.00 L
8 Royal Orchid Hotels Hospitality 61.75 4.93 75.21 10 15 27.23 168.15 L
9 Lloyd Electric & Engineering Airconditioners 45.20 5.17 119.69 10 10 31.00 140.12 L
10 MM Forgings Forgings 57.80 4.45 79.06 10 15 12.07 69.76 M,L

Sl.Sl.Sl.Sl.Sl. Company NameCompany NameCompany NameCompany NameCompany Name IndustryIndustryIndustryIndustryIndustry CMP(Rs.)CMP(Rs.)CMP(Rs.)CMP(Rs.)CMP(Rs.) EPSEPSEPSEPSEPS BVBVBVBVBV FVFVFVFVFV DivDivDivDivDiv EquityEquityEquityEquityEquity Market CapMarket CapMarket CapMarket CapMarket Cap TimeTimeTimeTimeTime
No.No.No.No.No. (31/08/09)(31/08/09)(31/08/09)(31/08/09)(31/08/09) (Rs.)(Rs.)(Rs.)(Rs.)(Rs.) (Rs.)(Rs.)(Rs.)(Rs.)(Rs.) (Rs.)(Rs.)(Rs.)(Rs.)(Rs.) (%)(%)(%)(%)(%) (Rs.Cr)(Rs.Cr)(Rs.Cr)(Rs.Cr)(Rs.Cr) (Rs.Cr)(Rs.Cr)(Rs.Cr)(Rs.Cr)(Rs.Cr) FrameFrameFrameFrameFrame

1 P & G Hygenie Healthcare 1072.95 55.10 135.56 10 225 32.46 3482.80 L
2 Alfa Laval (India) Engineering 970.80 52.74 169.19 10 250 18.16 1762.97 L
3 FDC Ltd Pharma 47.35 4.83 22.30 1 125 18.82 891.13 M,L
4 Balmer Lawrie & Company Diversified 505.25 65.30 238.40 10 200 16.29 823.05 L
5 Abbott India Pharma 543.10 45.47 161.73 10 140 13.68 742.96 L
6 Solvay Pharma India Pharma 784.25 69.11 216.36 10 175 5.05 396.05 L
7 Gwalior Chemicals Chemicals 91.70 11.30 81.78 10 12 24.68 226.32 S
8 Amurtanjan Health Pharma 372.95 36.16 302.65 10 570 3.10 115.61 L
9 Blue Bird Stationery 29.90 4.94 58.35 10 0 35.00 104.65 L
10 Kabra Extrusiontechnik Engineering 107.15 15.38 90.88 10 60 7.98 85.51 L

NA = Not Applicable;  S = Short Term (3 Months);  M = Medium Term (3-12 Months);  L = Long Term (12 Months and Above)



8www.zenmoney.com

ZenZenZenZenZen     Money - ServicesMoney - ServicesMoney - ServicesMoney - ServicesMoney - Services
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