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After the | ast
markets staged a strong comeback
this week with a broad sector wide
participation. Both the benchmark
indices, BSE Sensex and NSE Nifty,
ended the week posting decent gains
of 2.73% and 3.38% respectively.
However it was the mid caps and the
small caps that stood apart and sup-
ported the positive breadth of the
markets rising sharply by 4.52% and
6.54% respectively. The bulls took
over the bears with a strong venge-
ance echoing positive sentiments
across the markets. Flls were the net
buyers on all the 5 trading days of the
week.

The markets kicked off the week on a
positive note following the better
than expected 2" quarter GDP num-
bers. The economy grew at 7.9% in
the 2" quarter against an expectation
of 6.5%. While the manufacturing
sector grew at 9.2% the farm output
just grew by 0.9%. The strong GDP
numbers helped the Nifty reclaim
5000 levels. With this, the net FlI
inflows_in the month of November

W g & Rss4b0?ckoles: oW the
Flls have totally pumped in close to
USD15 billion funds in the country,
the highest ever inflow in a single
year.

The recovery in the global economy,
surge in liquidity coupled with the
festive season helped the auto majors

Market Indices 04th December,
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in the country record a remarkable
double digit growth in sales for the
11the consecutive month. Almost all
the players in the automobile sector

t he

93%. While this sharp jump is at the

back of low base seen last year, the

increase in demand cannot be ruled

out . I ndi abs exports
October continuing its decline for the

13™ consecutive month. However the

pace of decline has been is slowing

down.

After a strong rally during the 1% 2
days of the week, the market for the
rest of the week remained quite and
range bound. This was primarily due
to lack of buying at the higher levels
as investors resorted to wait and
watch mode. The nifty kissed 52-
week high at 5180 but failed to sus-
tain those levels. Volumes continued
to be low but the breadth remained
positive.

On the global front, fresh concerns
were raised after the data on US ser-
vice sector for the month of Novem-
ber turned surprisingly weak. Also
there were mixed reports on the retail
sales. This also led to a drop in prices
of crude oil amidst the uncertainty of
oil inventories. On Friday, these con-
cerns were shrugged away after the
US economy reported a better than
expected employment numbers. The
jobless rate declined from 10.2% to
10% in the month of November. Also
the underutilization of labor force felt
from17.5% to 17.2%. All this indi-
cated that the economy is slowly gat-

27th November, (% Change

P 2009 2009
BSE Sensex 17,101.54 16,647.00 2.73%
NSE Nifty 5108.9 4,941.75 3.38%
BSE Mid Cap 6,600.97 6,315.40 4.52%
GREAT LAKES BSE Small Cap 7,852.43 7,370.52 6.54%
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04th December,
2009

27th November,
2009

hering steam. With the both the US and % Change
European markets ended the week in

green.

On the sectoral front, all the indices closed Realty 3,953.61 3,613.62 8.60%
the week in green. After 3 weeks on under- Metal 16,867.93 15,695.41 6.95%
performance, Realty turned out to be a star
8.6%. This was at the back of better than Technology 3,072.49 2,947.18 4.08%
expected GDP figures that brought in
some hopes of revival. Metals resumed Auto 7,186.23 6,924.57 3.64%
there out performance this week recording Bankex 10,244.63 9,921.17 3.16%
gains of close to 7%. With a recovery in PSU 9,282.09 9,000.14 3.04%
the global equity markets, the commodity 0
prices have rallied significantly helping the IT 4,796.53 4,651.11 3.03%
metal pack to have better realization. 0&G 10,475.35 10,166.86 2.94%
Health care, technology and auto were the 0
other sectors that outperformed the mar- Consumer 3,493.69 3,420.72 2.09%
kets. Defensive sectors like FMCG stayed Durables
predominantly flat during the week. Power 3,008.75 2,951.16 1.91%
Capital 13,347.43 13,131.87 1.61%
Goods
FMCG 2,868.53 2,860.09 0.29%

December 07 7 December 11
Week that will be..

The markets next week are expected to open strong following the positive cues from
US and European markets. The 1 ast
the markets but then chances of RBI tightening its monetary policy has only in-
creased. With the growth back on track, RBI is likely to take steps to contain the
food inflation which is at 17.5% in the 3rd week on November. Over the weekend,
Worl d Bank president made a statement tel
contained and managed. This could also bring some respite to the concerns over next
weekbdbs meet between the Dubai Wor | d
terms. In the absence of any major trigger, the domestic market is hence expected to
move in tandem with the global markets. We remain positive on Nifty scaling up-
wards beyond 5200 levels.

weekods
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November 30 - December 04
Bond Markets

Government bond yields for the
benchmark 6.90-10 year paper

was 7.40% for the week ended .
Dec 4. The bond yield has risen ZCYCYield Curv
due to healthy growth data and 10
increasing food price inflation g
which would lead to liquidity 7
tightening measures by the Gov- = 6
ernment. Indian economy grew ; 5
by 7.9% in the second quarter of 4
the current fiscal year. The food g
price index was up by 17.47% in 1
the 12 months upto Nov 21. 0
Markets are expecting a hike in AN IRRIZTREIYIC eI sAss
CRR, reinforced by the comments 2R adY NI INEEERTEISIS3
of C Rangarajan, Chairman of the QOoOaONMNOINYMMANTORO QN QLWL M
Prime Ministeraos cCoedNmMILwOr®egdaNBINENSY
sory Council. However the slug- Maturity
gishness in the credit growth —— 27-NoV-09 —— 04-Dec09
have capped the rise in the yields
despite the worries of tightening
liquidity measures. RBI auc-
tioned bonds worth Rs. 100 bil- BenChmark 682019 69% BO'
lion on Friday. For the week 75
ended 4th Dec MIBOR rates fell 7.4
to 3.28%, down by about 0.30%. 73
The spread between the five year '
corporate bond and the govern- s 7.2
ment paper increased to 91 basis '; 71
points due to fear of tightening '
liquidity measures. 7
6.9
6.8
07-Sep09 28-Sep09 19-Oct09 09-Now09 30-Now09
—YTM
T i
MIBID 32 09% | oo NSE Government Securities
' Composite Index
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7.5
Corporate bond spreads as 7 7
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04/12/2009 6 - *
ECICIEEN
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Rupee(INR)
4th Dec 27th Nov % Change

November 30 - December 04

Forex Markets

US $ (USD) 46.8100 46.5800 0.49%
The Indian Rupee started the week on
a positive note following the easing Euro (EUR 69.8300 69.5400 0.42%
concerns of Duba
and a rally in the domestic equity Pound (GBP) 76.7286 77.5650 -1.08%
markets. United Arab Emirates pro- I Vap QI ARROA=1)) 54.3800 52.4900 3.60%

vided the much needed liquidity win-
dow to the banks which were under
the fear of defaults by two of the
Dubai ds | eading

The rally was further boosted by the
strong GDP numbers. The trend con-
tinued during the week as the Flls
remained net buyers on all the 5 trad-

 Fll Flows INR
Crores

Trade Date

rmpanies.

Buy

I

ing days. The fall in US dollar against 30-Nov 2 801.78 2 345.67 456.11
all the major currencies further fueled ' !

the rise in Rupee. Yen and the dollar 1-Dec 2,951.44 2,372.35 579.09
appreciated on Thursday after Bank

of America made an announcement 2-Dec 3,535.72 2,650.07 885.65
that it would repay USDA45 billion tax

payers. Towards the end of the week, 3-Dec 2,340.48 2,006.41 334.07
sentiments turned cautious as inves-

tors were awry of the outflows in the 4-Dec 2,029.41 1,831.27 198.14

month of December on profit book-
ing.

Has Gold hit the ceiling?

Month after month, week after week, days after days, the
gold prices have been scaling upwards, keeping the buyers
jittery. The commodity has already touched an all time re-
cord high of USD1226.56 and is in an uncharted territory
now. Every since the start of the millennium, the gold has
been on a constant uptrend giving an average annual return
of 17%. More so the rise has been remarkable post the finan-
cial crisis. After breaking the previous high of USD1020 per
ounce, the gold prices spurted by USD200 in a short span of
just t wo mont hs. After
prices the

more steam left in this rally?

To understand this, lets first analyze the nature of this rally.
The reasons are plenty for this bull rally. First and the fore-
most, after the collapse of the some of the major financial
institutions in the world, nervous traders have sought to in-
vest in safe heavens like the gold and the US treasuries. This
helped gold rally from USD750 to USD900 per ounce.
While liquidity was a big constraint when the crisis broke
out in 2008, the demand for the liquidity kept the dollar ap-
preciating and thereby p
However post the crisis when things got back to normalcy in
2009, the dollars fall became eminent as investors resort to
invest in emerging economies. Hence the rise that we are
seeing currently is at the back of depreciating dollar which is
the second factor to ponder upon. During this period gold
prices rallied non-stop from USD800 to USD1200 per
ounce. Thirdly, gold is always considered to be the best
hedge against inflation. With several billion dollars been
pumped into the economy to revive the growth, inflation is
the next big monster that central banks across the globe will

GREAT LAKES
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quest i o-nls thera sonev e rtyhoen eegnsd nfi o dt hies

have to face. In the wake of this, buying gold seems to be the
best option left to investors.

Last week, the gold prices in the domestic prices fell by close
to 3.5%. The fall was even bigger in the international market

ap golg slippeg BYeD16%. ds this Tl by apy means; inglicating IeOI
go

rise in
feel so. Firstly, Recovery is still a big concern looming large on
everyoneds mind. Though
ahead of the recovery, the signs of economic grow are still
mixed. Hence gold will still find flavor with the risk averse
investors who have already burned their fingers in the equity
markets.

Secondly, even if the recovery seen since the start of this year
is genuine and sustainable, inflation is something that cannot
be ignored. Hence investments in gold, considered to be a per-

t he

gol d
pri

equi f

feet hedgeawpuld gtil be praferred. ghis woallg ksep priges 05 t i o n .

gold buoyant for some more time until the central banks tighten
their monetary policy. Even if they do so, it would take some-
time for monetary measures to trickle into the system. Lastly,
the depreciating greenback would make the dollar denominated
gold cheaper for investors holding strong currency. Also, the
recent measures taken by RBI to shift its foreign exchange
reserves from dollars to gold underscore this point. Hence in
our view gold will continue to be the favorite amongst the in-
vestors and could rise well up to USD1500.
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Corporate speak:
Reliance Industries

Rel i ance I ndustries, t he
signed a Farm-out Agreement with Ecopetrol SA for Borojo
North Block 42 and Borojo South Block 43 in Colombia. Un-
der the agreement, effective from 23rd November 2009,
Ecopetrol acquires 20% stake in the two blocks while Reliance
Exploration and Production DMCC, a wholly owned subsidi-
ary of RIL, would retain the balance 80% and will be the op-
erator for the blocks. Borojo North Block-42 and Borojo South
Block-43 covers a combined area of 8,000 sq. kms in water
with depth varying from 60-1,500 meters.

Ecopetrol with its technical expertise and administrative ex-
perience in the region along with the deepwater experience of
Reliance, this strategic alliance would result in mitigating the
risk and accelerated exploration and development.

ONGC

ONGC/ OVL along with Petronet LNG and Hinduja Group
have signed an agreement with Iranian Government for the
development of gas fields and liquification facilities in Iran. As
per the deal the ONGC led consortium will be entitled to re-
ceive a minimum of 6 million tonnes of LNG per annum on a
long term basis.

L&T

Larsen & Toubr o, I ndi abs
Nuclear Power Corporation of India have formed a Rs1,725-
crore joint venture. The joint venture company would be manu-
facturing specialized steel and forging products. L&T would
own a majority stake of 74% while the remaining 24% would
be owned by the government owned NPCIL. The company
would manufacture around 50,000 tonne of forging products
and is scheduled to be commissioned by April 2011.

Mahindra & Mahindra

Mahindra & Mahindra and BAE systems have entered into a
joint venture to create a land system focused defense company.
Initial investment in the project by the parent companies will
be US$ 21.25 million over a span of three years. Mahindra
would own 74% stake while the BAE system would own the
balance 26%. This equity split is in accordance with the current
FDI regulations in defense sector set by Government of India.

BAE systems is a global leader in defense system with a wide
product range for air, land and naval forces. The joint venture
would be based in New Delhi.
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HCL Technologies
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an agreement with Sahara Petroleum Services Com-
pany (SAPESCO) for the implementation of SAP
Enterprise Resource Planning project in the Middle
East and North Africa. The deal also covers SAPE-

SCObs
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Quant Box

Risk Yield Matrix

7TH DECEMBER 2009

Below is a Risk Yield Matrix that is a scatter plot of the stand deviation of weekly returns on the X axis and the yield of weekly
returns on the Y axis . This allows us to classify the stocks into four quadrants

Defendors 8 Low Risk & Low Yield
Under Performersd High Risk & Low Yield
Out Performersd Low Risk and High Yield

And finally
the Aggressors 8 High Risk and High Yield
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Last Weeks Forecast
Score Card

1 Buy call given on Quintegra at Rs8.45 last to last week, met our target of Rs10 to
give a return of 15% in 10 trading days.

T Buy call given on TCS at Rs670.45 met our target of Rs685 and went all the way
to Rs701 to give a return of 4.55%

T Sell call given on Ranbaxy at Rs444.35 triggered stop loss at Rs450 given negative
returns of 1.27%

Investments Period:
30 Nov 1 4 Dec 2009

Nifty

Recommendation 1 : TCS

Recommendation 2 : Ranbaxy

IMPORTANT DISCLOSURES

This article/research material is provided for information purpose only and is not intended to
be relied upon by any party as the basis of any decision. While every effort has been made to
take due care in publishing this article and to avoid errors or omissions, this article/publication
is published with a condition and understanding that the author, printer, publisher and Great
Lakes shall not be responsible for any damages, compensation or loss or action taken on the
basis of this article/research material to any person whomsoever. It is suggested that to avoid
any doubt the reader should cross-check all the facts, law and contents of this publication with
original Government publication notifications.
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