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Indian Major Stock Indices nghhghts
3{“1%8 3‘:‘1(8)8 Ch% % Sensex raised over 500-points in a single day
) 5 ange o .
S&P Nifty 433295 | 436000 | o062 | |+ GDPgrowthat7.9%in Q12008-09 ~
BSE Sensex 14355 75 | 1456453 145 % Annual Inflation crossed the 12.00% barrier
BSE Teck 300041 | 3073.59 244 +* International crude oil price eases to USD 115.46 a barrel
BSE-HC 4162.03 | 4311.73 3.60
BSE FMCG 2139.18 | 2215.60 3,57 | Equity Market — Roundup
BSE CD 3685.84 | 3840.79 4.20 | First week of the month saw the Sensex surge past the crucial 15,000-points
BSE Bankex 6516.41 | 7009.69 7.57 | mark after crude oil broke the strong support level of USD 120 per barrel.
BSE CG 11683.80 | 11886.62 1.74 | This coupled with the factors such as improved rainfalls, return of FIIs to
BSE AUTO 3679.51 | 4001.23 8.74 | the domestic market, higher tax collections further boosted the market
BSE METAL 12912.61 | 12348.02 -437 | sentiments. Continuing with this upward trend, market opened on a
BSE QOil & Gas | 9729.48 | 9659.46 -0.72 | positive note in the second week. However, release of low IIP figures
BSE Mid Cap 5567.37 | 5742.29 3.14 triggered profit booking. Further, weak global cues and downward revision
BSE Small Cap | 691279 | 6891.64 -0.31 of the GDP estimates led to further slide in index value. Firming up of
BSE Realty 5079.01 | 4995.25 -1.65 global crude oil prices and acceptance of recommendations of 6th Pay
Data source: BSE commission renewed inflationary fears. Sensex slipped below 15,000-points
to end the first fortnight of the month just 0.46% higher and Nifty ended
Monthly FII & MF transactions (equities) 0.38% higher. In the second fortnight, the market witnessed decline based
July ‘08 Aug ‘08 on worries over the re-emergence of the US mortgage crisis, weakening the
FII — Net inflow 256166.30 25495480 | global markets and in turn leading to negative sentiments in domestic
MF — Net inflow 1412.20 368.70 markets as well. Moreover, as inflation rate touched a fresh 16-yr high level
Amtin Rs. Cr Data source- SEBI and crude oil prices reclaimed an over USD 120 a barrel price, there were
capital outflows from equities. While the last week of the month saw
Monthly MF — AMC - AUM transactions markets open on a stronger note based on positive global cues, profit
July ‘08 Aug ‘08 % Change booking neutralised most of the gains. Lower than expected inflation figure
AUM | 5,29,631.04 | 5,44,350.26 -6.19 | of 12.40%, firm global cues and range bound crude oil prices helped the
Amt in Rs. Cr Data Source: AMFI markets sentiments remain rather bullish with the leading indices ending
positively as compared to the previous trading sessions.
Debt Market:

Corporate Bond market: During the month, Power Finance Corporation
raised over Rs.300 crore through sale of 3-yr, 5-yr and 7-yr bonds. These
AAA bonds will offer annual coupons of 10.85%, 10.75% and 10.70%
respectively. Indian Overseas Bank raised Rs.300 crore through the sale of
lower Tier-II bonds. The annual coupon offered on these 10-yr bonds stood
at 10.85%. LIC Housing Finance raised Rs.500 crore through 10-yr bonds at
an annual coupon of 11.15%.

Government Securities: During the month, the Govt. of India raised
Rs.6,000 crore through the reissuance of 19-yr paper 8.24% GOI 2027 using
uniform price method. So far in FY 2008- 09, Govt. has borrowed Rs. 88,000

Pradeep Kumar S. o )
crore through dated securities auctions, 92% of the budgeted amount for
Murugavel A. H
Email: pradeep.s@karvy.com '
amurugavel@karvy.com Money Market: During the month, the successive CRR hikes during the
78: 491 40 23312454 current fiscal have resulted in tight liquidity conditions and call rate
Ext: 304 continued to trade above the repo rate during the fortnight.
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Key statistics

July Aug

31, ‘08 31, ‘08

FII — Debt Net

During the second half of the month, average daily infusion of funds by
RBI stood at Rs.19,122 crore vis-a-vis previous fortnight’s level of
Rs.25,662 crore. Call rates ended the fortnight at 6.23% vis-a-vis previous
fortnight’s level of 9.25% while CBLO rates ended the fortnight at 6.13%

20176.1 21433. . . . .
inflow 0176.10 33.80 vis-a-vis previous fortnight’s level of 8.75%.
ME-DebtNet | 570890 | 746370 || Outlook
inflow
Amtin Rs. Cr. Source: SEBI Debt Market:
Outlook Inflation declined for two consecutive weeks to 12.40% for the week
ended August 16 and 12.34% for the week ended August 23. The decline
T has come mainly on the back of a decline in the prices of food products.

During the month ended, 2008, the
Sensex and the Nifty rose 0.57% each.
The market had staged a rally on the
back of a decline in crude prices, but
the gains were pared due to
uncertainty surrounding the civil
nuclear deal with the US. The deal is
expected to contribute significantly
towards improving India’s energy
security. Crude oil is now within the
USD 110 per barrel mark after having
earlier touched an all time high level
of USD 147 in July’08. With concerns
of a global slowdown in demand,
prices could correct further from these
levels. FIIs continue to remain as net
sellers of Indian equities. We expect a
resumption in buying interest only in
the longer-term, as a return in the risk
appetite of institutional investors
would be a gradual process. In the
short term, the Indian market will
take cues from economic data points
like inflation, GDP and global
economic conditions. With stability
expected in oil prices as well as
inflation, one could expect the
markets to rally in the short term
Overall, we believe that India
continues to display a fundamentally
strong growth story with GDP growth
of 7.0% - 7.5%. With the correction in
commodity and oil prices, and
inflation nearing its peak we can
expect an improvement in equity
market returns in the medium term.

However, inflation is expected to remain firm and in double digits till the
end of this calendar year given that oil prices are still beyond the
government’s comfort levels. The Rupee has depreciated significantly
against the US Dollar. It closed Friday, 5th September’08 at Rs.44.60 per
USD. A depreciating Rupee could increase import costs and adversely
impact inflation. Oil retreated to within the USD 110 per barrel mark to
close the week ended 5th Sept.’08 at USD 106. There are concerns that a
global economic slowdown could cut down demand for crude while
supply constraints have been alleviated with recent increases in output by
the oil producing nations.

Domestic Developments:

GDP Growth for First Quarter Slides to 7.9%

India’s economic growth moderated to 7.9% in the first quarter of the
current financial year as against 9.2% recorded during the corresponding
period last year. This is the slowest quarterly growth rate since Q3 2004 —
05 when growth rate stood at 7.0%. India recorded GDP growth of 9.0%
during the FY 2007-08. Slowdown in the economy’s growth has been
brought about by the monetary tightening adopted by the Reserve Bank
to control inflation. Double-digit inflation has dampened consumer
spending and the high borrowing cost has led to a decline in corporate
profitability. In the current financial year, GDP is expected to average at
8.0%.

Aggregate Deposits y-o-y Growth at 21.63%:

Till 15th Aug’08 in this financial year, aggregate deposits have reached
Rs. 33,382 bn, declining by Rs. 112 bn during the fortnight. On the other
hand, total bank credit deployed has increased by Rs. 125 bn during the
current fiscal to Rs. 24,401 bn. On a y-o-y basis, credit growth has risen to
25.89% as against 23.13% growth witnessed during the corresponding
period previous year. Credit to deposit ratio stood at 73.10% as on 15th
Aug’08 lower than the 73.57% as on 28th March 2008.

Annual Inflation Rate Eases to 12.40%:

Displaying some early signs of moderating, WPI inflation for the week
ended 16th Aug’08 eased to 12.40% from previous week’s level of 12.63%.
Moderation in prices is attributed to decline in prices of fuel & power and
static primary articles index. Decline has been witnessed in the
unregulated fuel prices.
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Key Indicators 317al = In addition, prices of certain food items including vegetables and meat have
2008y’ 2001;& also eased. However, inflation on the manufactured products index has gone
up. This is the first notable decline in the inflation rate in the current financial

Dollar exchange
x 8 42.95 43.69 year. The lower-than-expected inflation figure has improved market

rate
Gold (Rs.10/gm) 1278415 | 11.946.65 sentiments considerably. While the current easing of inflation is widely
Crade Oi.l L : 12 4' 08 . m 5. 16 perceived as a temporary phenomenon given the implementation of 6th pay

commission recommendations and floods in some parts of the country, a drop

Data source: Bloomberg X K . i K o
in the inflation rate given the low base of 3.99% is rejoiced nonetheless.

Foreign Major Stock Indices International Developments:

31 July, 31 Aug, %

2008 2008 e Bank of Japan Holds Rates Steady:
MSCI World The Bank of Japan (BOJ) left its overnight call rate target unchanged at 0.5%

1366.69 1347.30 -1.42 . . . .. .
Index for the 21st straight meeting. The widely expected decision has given the
FTSE >411.90 | 5636.60 415 Japanese central bank more time to assess the extent of a slowdown in the
Dow Jones 1157802 | 11543.55 145 economy as the credit crisis in the United States lingers on. The central bank
Strait Times 2929.65 | 2739.95 6.48 yastl tngers on. .
KLSE 1163.09 110050 538 downgraded its assessment of Japanese economy indicating that growth will
HangSeng 22731.10 | 21261.89 -6.46 remain sluggish. The unanimous decision to leave the benchmark rate
Nikkei 13376.81 | 13072.87 -2.27 unchanged at 0.5% was widely expected after the economy contracted in the

Data source: Bloomberg second quarter of 2008. At the same time, inflation has hit the fastest pace in a

decade in June, creating a dilemma for the central bank.

Mumbai Gold Price Movement Decline in Equities Heightens Buying Interest in US Treasuries:
14000 In US treasury market, in the first week, initially weakness in equity markets

13500

}%m sparked demand for safe haven US treasuries. Declining commodity prices also
12000 \"‘\,-_f\/— aided decline in yields. Expectations that losses from mortgage crisis would
11500 4

11000 worsen further kept buying interest high in treasuries. However, with US
10500 . . . . .
producer prices rising by the fastest y-o-y rate in 27 years in July, yields on

10000 —— T T
E %’o iz %’o %’o %’o %ﬂ %ﬂ %’D %’D %ﬂ H %’D treasuries firmed up. Yields on short-term treasuries declined thereafter as
COTTTEeRRANRARAS worries over the financial health of mortgage giants rose and their stock prices
A fell to their lowest level in nearly two decades. However, decline of over USD
Data source: Bloomberg 6.5 a barrel in crude oil prices diverted investors away from treasuries towards

equities.
International Crude Oil Price Movement

10 WTI Crude Oil Prices Firm Up Owing to Hurricane Threat in Gulf of Mexico:

130 In commodities market, crude oil prices fell initially amid signs that tropical
120 W storm Fay would miss rigs and platforms in the Gulf of Mexico, which account
10 for about a fifth of US production. However, crude oil prices rose after US
O e s r s s s E gasoline supplies declined by a higher than expected 6.2 million barrels.

N Moreover, concerns that Russian and Caspian Sea supplies may be disrupted
— July — August after the US agreed to construct a missile-defense system in Poland took prices
further higher.
Data source: Bloomberg
FOREX MARKET: In Forex market, in the first week, rupee declined to 43.87
Rupee vs Dollar Movement against US dollar on the back of weakness in domestic equities and heavy
4450 dollar buying at 43.50 levels. Rupee recovered from these low levels as some
#00 J‘\_, state-run banks sold dollars to prevent rupee from depreciating further.
350 A . .
B0 prahd However, dollar demand from oil firms prevented rupee from rising by a large
42'50 e extent. Moreover, rising FII outflows from domestic equities eroded a key
200 \V/\/ support for the rupee. While global weakness in US dollar gave some boost to
a0 b rupee, higher global crude oil prices contained gains. US dollar weakened as

rryyryrrrrsYE Y Y : onci - i

2222222232322 z2 22 persistent concerns over the US financial system triggered unwinding of carry
— N N N A = M 1N N O = 0 N N D . . .

””””” oo e e trades which pushed JPY higher. Rupee ended the first week at 43.44/USD. In

Data source: Bloomberg the second week, rupee weakened as US dollar strengthened against a host of

currencies globally. Heavy demand for US dollar from domestic oil companies

added further pressure on rupee.
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NFO at a glance: MF Recommendations:

NFO'’s open for subscription: Equity Long & Medium Term:

Historical returns as on Sep 08 *08 (%)

Scheme Qipz Cllee Recommended schemes to invest 6 months 1 year 3 year
Date Date
IDFC Strategic — — —
8 280808 | 18.09.08 DWS Investment Opportunity Fund -10.09 4.46 27.78
Sector (50-50) Ve e HSBC Equity Fund -6.93 3.48 23.08
Equity Fund Equity ICICI Prudential Infrastructure Fund -6.77 8.57 -
Escorts Power and 25.08.08 | 23.09.08 IDFC Premier Equity Fund -7.68 7.54 -
Eﬁerg_yj)‘id : Reliance Diversified Power Fund 771 1633 |  43.15
E ag“ Equity 1 04.09.08 | 01.02.08 Reliance RSF - Equity -9.66 14.52 27.26
un
DSP Merrill Lynch Tax Saver Fund -9.05 -4.79 -
DWS Tax Saving -12.38 -4.91 -
Forthcoming NFO’s: ELSS
o co 8 O’s Principal Personal Taxsaver -10.55 -10.50 18.99
Sl Scheme Name Sundaram BNP Paribas Taxsaver-(O.E) -6.96 3.18 21.93
No. DSP Merrill Lynch Balanced Fund -2.76 3.05 21.13
1 ggl‘fma‘.n ng'hs If;‘?lz iqmtyf‘;:nd, Balanced |"HpC Balanced Fund 103 404 13.74
2 |, e(;velss tversified Growth Equity UTI Mahila Unit Scheme 157 7.02 19.60
uny
D. : MFI Expl
3 | Fidelity Wealth Builder Fund ata source: MFL Explorer
4 DWS Global Agribusiness Offshore Debt Short & Ultra Short Term:

Fund

Historical returns as on Sep 08 *08 (%)

5 | AIG Mid- Cap Fund

Recommended schemes to invest " 3months | 6 months 1 year
6 Tata Power and Energy (abs) (abs) (ann.)
Opportunities Fund Floating Rate HDFCFRIF - LTF 2.67 5.03 9.71
7 JP Morgan JF Asean Equity Off Shore Funds LIC MF Floating Rate Fund - ST 2.46 4.85 9.59
Fund Debt Short ABN AMRO Flexi Debt Fund 2.40 4.32 9.76
JP Morgan Emerging Europe, Middle Term DWS Credit Opportunities Cash 2.46 4.76 -
8 | East and Afrcia Equity Off Shore Debt Ultra HDFC Cash Mgmt Fund -
Fund Short Term Savings Plus 2.22 4.30 8.40
- - LIC MF Liquid Plus Fund 2.34 4.53 8.78
Edelweiss Absolute Return Equity qhc st
9 Fund Data source: MFI Explore
un

10 | Kotak Emerging Economies Fund

Note: The above given funds are
awaiting SEBI’s approval.

For more information on MUTUAL FUNDS call 1800 4258283 or contact your nearest Karvy branch.
Disclaimer

The information and views presented in this report are prepared by Karvy Stock Broking Limited. The information contained herein is based on our analysis and
upon sources that we consider reliable. We, however, do not vouch for the accuracy or the completeness thereof. This material is for personal information and we
are not responsible for any loss incurred based upon it. While acting upon any information or analysis mentioned in this report, investors may please note that
neither Karvy nor Karvy Stock Broking nor any person connected with any associate companies of Karvy accepts any liability arising from the use of this
information and views mentioned in this document.

This report is intended for a restricted audience and we are not soliciting any action based on it.
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