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Dealer's Diary

The market came off lows amid initial volatility. The Sensex and the 50-unit
S&P CNX Nifty recovered from one-week lows. The Sensex alternately swung
between gains and losses in morning trade. Volatility ruled the roost as the key
benchmark indices recovered soon after hitting fresh intraday lows in
mid-morning trade. The market hit fresh intraday high in early afternoon trade
as index heavyweight Reliance Industries turned positive from negative.
The market slumped in afternoon trade as European stocks opened on a weak
note. The Sensex hit one-week low below the psychological 16,000 level. The
Sensex came off lows after hitting 20-month trough in mid-afternoon trade.
The Sensex and Nifty closed lower by 1.8%, and 1.6%, respectively. The
mid-cap and small-cap indices lost 1.3% and 1.1%, respectively. Among the
front runners, Maruti Suzuki, L&T, Wipro, Tata Steel and BHEL gained 1-3%,
while Coal India, ICICI Bank, Tata Motors, SBI and Mahindra & Mahindra lost
4-5%. Among mid caps, Patni Computer, Himadri Chem, Wockhardt,
S Mobility and Areva T&D gained 2-5%, while Jubilant Foodwork, Network18
Media, Pipavav Doc, Amtek Auto and Page Inds lost 6-11%.

Markets Today

The trend deciding level for the day is 15938/4790 levels. If NIFTY trades
above this level during the first half-an-hour of trade then we may witness a
further rally up to 16,130 — 16,395/4,852 — 4,932 levels. However, if NIFTY
trades below 15938/4790 levels for the first half-an-hour of trade then it may
correct up to 15,673-15,481/4,710 — 4,649 levels.
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Indices S2 S1 R1 R2
SENSEX 15,481 15,673 16,130 16,395
NIFTY 4,649 4,710 4,852 4,932

News Analysis
B Moody's downgrades stand-alone rating of SBI
®m  Auto numbers: Ashok Leyland — September 2011

Refer detailed news analysis on the following page

Net Inflows (October 03, 2011)

Ter Purch Sales Net MTD YTD
Fll 1,640 2,422 (782) (782) (2,736)
MFs 387 620 (233) (233) 5,311
FIl Derivatives (October 04, 2011)

Ter Purch Sales Net In?ef":srl
Index Futures 2,322 2,911 (589) 12,839
Stock Futures 1,496 1,767 (271) 25,618
Gainers / Losers

Gainers Losers

Company Price ® «chg (%) Company Price @) chg (%)
Patni Computer 287 4.6  Sintex Ind. 112 (12.4)
Maruti Suzuki 1,107 2.7 Shipping Corp. 75 (9.6)
Cadila Health. 762 2.1 DLF 202 (7.8)
Areva T&D 219 2.0  JSW Steel 550 (7.1)
Colgate Palm. 984 1.8  Mundra Port 154 (6.5)

Domestic Indices Chg (%) (Pts) (Close)

BSE Sensex (1.8) (286.6) 15,865
Nifty (1.6)  (77.4) 4,772
MID CAP (1.3 (77.2) 5,936
SMALL CAP (1.1)  (74.2) 6,705
BSE HC (1.1)  (64.3) 5,767
BSE PSU (1.8) (130.1) 7,208
BANKEX (3.1) (325.7) 10,219
AUTO (1.9) (164.6) 8,301

METAL (1.5) (156.6) 10,399
OIL & GAS (1.7) (146.4) 8,282
BSE IT (0.8)  (42.0) 5,154
Global Indices Chg (%) (Pts) (Close)
Dow Jones 1.4 153.4 10,809
NASDAQ 3.0 69.0 2,405
FTSE (2.6) (131.1) 4,944
Nikkei (1.1)  (89.4) 8,456
Hang Seng (3.4) (571.9) 16,250
Straits Times (3.5) (?0.4) 2,531

Shanghai Com (0.3) (6.1) 2,359
Indian ADRs Chg (%) (Pts) (Close)
Infosys 1.4 0.7 $50.7
Wipro 1.6 0.1 $9.0
ICICI Bank (4.5) (1.5)  $31.9
HDFC Bank 1.0 0.3 $28.1

Advances / Declines BSE NSE
Advances 985 444
Declines 1,762 1,017
Unchanged 125 63
Volumes (X cr)

BSE 2,614
NSE 11,418
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Moody's downgrades stand-alone rating of SBI

Rating action: Moody's Investors Service has downgraded State Bank of India's (SBI) bank
financial strength rating (BFSR), or stand-alone rating, to D+ from C-. The revised rating
maps to a baseline credit assessment (BCA) of Baa3. As a result of the lower BCA, the
Hybrid debt rating was also downgraded to Ba3(hyb) from Ba2(hyb). The revised BFSR
carries a stable outlook and the Hybrid rating a negative outlook. The credit rating
downgrade comes on the back of the low tier-l capital adequacy ratio and expectations
that the rise in NPAs is likely to continue in the near term — due to higher interest rates and
a slower economy.

Our stance: We had turned cautious on the capital adequacy front post the 4QFY2011
results itself wherein we had highlighted the weakened capital adequacy as a key risk to
our investment call. We had also cut our credit growth (by 4% each for FY2012 and
FY2013) as well as earnings estimates (by 11-15% for FY2012 and FY2013). Though the
bank’s management has time and again stated that its plans for a rights issue are on
track, media reports indicate that the rights issue is unlikely to go through in FY2012
considering the tight fiscal situation of the central government.

Issue specific to SBI: Post the announcement of the downgrade, Bank Nifty cracked by
c.4%. However, we note that the downgrade action is an issue specific to SBl and is
unlikely to hamper prospects of other banks. The downgrade is likely to push up borrowing
costs (both tier-1l borrowings and overseas borrowings) for the bank. The borrowings of SBI
as of FY2011 through borrowings outside of India stood at ¥70,231cr constituting ¢.60%
of total borrowings and 5.7% of total liabilities. The higher cost of funds is likely to add to
the negative overhang on the stock in the near-term.

Valuations cheap, but returns likely to be back ended: The earnings trajectory for SBI
remains reasonable on the back of declining regulatory provisioning burden. However, the
lower capital adequacy and higher level of delinquencies have been plaguing the stock’s
performance over the past 2 quarters and are unlikely to be resolved in the short term due
to the tight fiscal position of the central government and the slowing domestic economy.
That said, we remain positive on the stock as the bank’s core RoEs have improved over the
past few years due to strong CASA market share gains and high fee income and, unlike
most other PSBs, actual FY2011 RoEs are below core levels due to low asset yields,
providing scope for upside as yields normalise to sectoral averages. We believe, going
forward, SBI has ample levers to deliver healthy operating income growth even in a higher
interest rate environment as well as manage its provisioning requirements. The bank’s NIM
has been on an accelerating path (except the dip due to one —offs in 4QFY2011) since
1QFY2010 from 2.3% to 3.6% in 1QFY2012. The bank has also recently caught up with
peers in terms of increasing the lending rates which is likely to support NIMs in the short-
term. Valuations (at 1.1x FY2013E ABV after adjusting for subsidiaries) appear cheap, in
our view; however the stock’s returns are likely to be back ended. We maintain our Buy
recommendation on the stock with a target price of ¥2,403.

Auto numbers: Ashok Leyland — September 2011

Ashok Leyland (ALL) reported weak set of volume numbers for September 2011. Total
volumes registered a higher-than-expected decline of 17.3% yoy to 8,576 units, mainly
because of a dip in domestic volumes, which plunged by 21.6% yoy. Sequentially though,
total volumes jumped by 18.8%, led by a 20.9% increase in domestic sales. Exports, on the
other hand, maintained their strong momentum, posting growth of 31.8% yoy (6.7%
mom). At 25, ALL is trading at 13x FY2012E and 9.7x FY2013E earnings. We maintain
our Buy view on the stock with a target price of T31.
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Economic and Political News

B Cabinet nod has been sought for converting IIFCL into NBFC
B  Government’s draft policy on electronics aims US$400bn turnover by 2020

B Food processing ministry seeks four-fold hike in twelfth plan outlay

Corporate News

B ONGC fto raise oil output by 15% to 28mn tonnes by FY2013
B PVR plans to invest ¥100cr in FY2013 to expand its movie screening network
B DLF to invest ¥200cr to establish 250 skill training centres

Source: Economic Times, Business Standard, Business Line, Financial Express, Mint
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DISCLAIMER

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment
decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this document should make
such investigations as they deem necessary to arrive at an independent evaluation of an investment in the securities of the companies
referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the merits and
risks of such an investment.

Angel Broking Limited, its affiliates, directors, its proprietary trading and investment businesses may, from time to time, make investment
decisions that are inconsistent with or contradictory to the recommendations expressed herein. The views contained in this document are
those of the analyst, and the company may or may not subscribe to all the views expressed within.

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and
trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's
fundamentals.

The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources
believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as such, as this document is for
general guidance only. Angel Broking Limited or any of its affiliates/ group companies shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. Angel Broking Limited has
not independently verified all the information contained within this document. Accordingly, we cannot testify, nor make any representation
or warranty, express or implied, to the accuracy, contents or data contained within this document. While Angel Broking Limited
endeavours to update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other
reasons that prevent us from doing so.

This document is being supplied to you solely for your information, and its contents, information or data may not be reproduced,
redistributed or passed on, directly or indirectly.

Angel Broking Limited and its affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other
advisory services in a merger or specific transaction to the companies referred to in this report, as on the date of this report or in the past.

Neither Angel Broking Limited, nor its directors, employees or affiliates shall be liable for any loss or damage that may arise from or in
connection with the use of this information.

Note: Please refer to the important ‘Stock Holding Disclosure' report on the Angel website (Research Section). Also, please refer fo the
latest update on respective stocks for the disclosure status in respect of those stocks. Angel Broking Limited and its offiliates may have
investment positions in the stocks recommended in this report.

Ratings (Returns): Buy (> 15%) Accumulate (5% to 15%) Neutral (-5 to 5%)
Reduce (-5% to 15%) Sell (< -15%)
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