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It's differentCOMPANY DETAILS

Price target: Rs1,870

Market cap: Rs91,676 cr

52 week high/low: Rs1,700/786

NSE volume (No of shares) : 10.3 lakh

BSE code: 500209

NSE code: INFOSYSTCH

Sharekhan code: INFOSYS

Free float (No of shares) : 44.5 cr

(%) 1m 3m 6m  12m

Absolute 7.5 7.0 16.4 48.1

Relative to Sensex 5.9 17.0 6.4 3.6

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

EVERGREEN BUY; CMP: RS1,659 AUGUST 01, 2006
INFOSYS TECHNOLOGIES

SHAREHOLDING PATTERN

We attended the investor meet organised by Infosys Technologies recently. The key points
that emerged from the interaction with the management team are given below.
n The management sounded quite confident and optimistic about the future growth

prospects and outlined some of the reasons for the same.
n It has created differentiation by realigning the organisational structure with focus on

industry domains (termed as verticalisation) and enhancing the range of service offer-
ings over the past couple of years.

Beaming with optimism
In the opening address, the management stressed on the fact that the company is poised to
grow at a rapid rate due to its superior business model (based on the global delivery model
[GDM]) that enables it to provide better and faster services to the clients as compared with
the large multinational companies (MNCs).

The other drivers of growth are the increased need to transform businesses globally that
would result in higher spending on setting up and upgrading information technology (IT)
infrastructure across many industries. The transformation is essential due to the changing
business dynamics. Factors like increased outsourcing of manufacturing activity,
electronification of services and the growing regulatory requirements is also resulting in a
favourable demand environment from various industry verticals.

In case of the opportunity from the renewal of large outsourcing deals, the company re-
iterated its stand that it would not compromise on the margins to bag large orders. How-
ever, the trend of disintegrating the large outsourcing deals among various vendors would
offer opportunities with decent margins to the company.
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A mixed bag
COMPANY DETAILS

Price target: Rs562

Market cap: Rs7,892 cr

52 week high/low: Rs623/250

NSE volume (No of shares) : 3.1 lakh

BSE code: 532532

NSE code: JPASSOCIAT

Sharekhan code: JPASSO

Free float (No of shares) : 11.0 cr

(%) 1m 3m 6m  12m

Absolute -3.3 -25.9 -8.5 60.6

Relative to Sensex -7.4 -17.0 -17.9 9.7

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

UGLY DUCKLING BUY; CMP: RS415 AUGUST 11, 2006
JAIPRAKASH ASSOCIATES

SHAREHOLDING PATTERN

RESULT HIGHLIGHTS
n Jaiprakash Associates Ltd's (JAL) Q1FY2007 operating profit at Rs213 crore is ahead

of our expectations;  however a higher tax charge has muted the net profit to Rs92
crore.

n JAL registered a growth of 10% in its revenues and the same stood at Rs895 crore  for
the quarter, mainly driven by a 32% growth in the cement division.

n The operating profit grew by an impressive 37.4% to Rs213 crore, as the operating
profit margins (OPMs) expanded by 480 basis points to 23.8%.

n The earnings before interest and tax (EBIT) margins of the cement division jumped by
900 basis points to 25.7% during the quarter whereas the EBIT margins of the con-
struction business fell by 370 basis points to 20%.

n Overall the profit before tax (PBT) grew by 47% year on year (yoy) to Rs141 crore.
However the net profit registered only a meagre  growth of 10% to Rs92 crore  on
account of a jump in the tax rate from 13% to 34.5%.
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Better than expected performanceCOMPANY DETAILS

Price target: Rs295

Market cap: Rs1,070 cr

52 week high/low: Rs211/109

NSE volume (No of shares) : 1.6 lakh

BSE code: 532644

NSE code: JKCEMENT

Sharekhan code: JKCEMENT

Free float (No of shares) : 2.7 cr

(%) 1m 3m 6m  12m

Absolute 12.0 -20.0 - -

Relative to Sensex 9.4 -10.6 - -

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

CANNONBALL BUY; CMP: RS153 AUGUST 04, 2006
JK CEMENT

RESULT HIGHLIGHTS
n JK Cement's Q1FY2007 results are way ahead of our expectations, primarily because

of higher-than-expected cement realisations.

n The revenues for the quarter grew by 39.5% to Rs279.5 crore,  driven by a 32%
increase in the cement realisations and a 5.7% growth in the cement volumes.

n As the cement realisations improved substantially, JK Cement's operating leverage
came into play and consequently its operating profit for the quarter grew by a huge
163% to Rs65.7 crore.

n The interest for the quarter declined by 37.4% as the company has adjusted interest
earned (on the surplus funds from the follow-on public issue) against interest ex-
pended. The depreciation for the quarter jumped by 8%.

n The net profit for the quarter grew by a staggering 547% year on year (yoy) to Rs33 crore.

n JK Cement has acquired a 100% holding of a group company JayKay Cem. This
company holds limestone mining rights. The company will now be implementing a 3-
million-tonne  greenfield cement plant in Karnataka. The plant will commence opera-
tions in December 2008.

n The company is about to commence commercial operations after the 0.5-million-tonne
expansion. Further the company is abount to place the orders for a waste heat recovery
plant and a captive power plant (CPP).

SHAREHOLDING PATTERN

Consolidation to boost value
COMPANY DETAILS

Price target: Rs720

Market cap: Rs1,018 cr

52 week high/low: Rs628/116

BSE volume (No of shares) : 59,000

BSE code: 523405

Sharekhan code: JMSHR

Free float (No of shares) : 83 lakh

(%) 1m 3m 6m  12m

Absolute 19.5 0.8 66.0 253.5

Relative to Sensex 16.2 12.2 48.7 148.2

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

UGLY DUCKLING BUY; CMP: RS657 AUGUST 03, 2006
JM FINANCIAL

SHAREHOLDING PATTERN

RESULT HIGHLIGHTS
n JM Financials Ltd (JMFL) reported a consolidated net profit of Rs25.3 crore for Q1FY2007.

n The results are not comparable with those of Q1FY2006 as during November 2005,
JMFL merged JM Securities Private Limited (JMSPL), one of its promoter group com-
panies, into itself. Hence on a like-to-like basis a comparison is not possible.

n JMFL has brought all its financial service businesses under one roof with the merger of
JMSPL.

n JMFL reported revenues of Rs97.2 crore for Q1FY2007 compared with Rs231 crore
in FY2006. The broking and fee income was at Rs81.6 crore for Q1FY2007 compared
with Rs202.6 crore in FY2006. The income from funding activities was at Rs7.4 crore
compared with Rs4.4 crore for FY2006.

n The net profit for the quarter was at Rs25.3 crore compared with Rs67 crore for FY2006.

n We believe that consolidation of all its financial service businesses under one roof has helped
JMFL to create value for its shareholders. The same is reflected in the preferencial issue of
shares at Rs639 per share which is much higher than its book value. The same has boosted
JMFL�s consolidated book value to Rs192 per share from Rs134.2 at the end of FY2006.

n At the current market price of Rs657, the stock is trading at 20.6x its FY2007E consoli-
dated earnings, which is at an attractive discount to its peers like Kotak Mahindra Bank.
We reiterate our Buy recommendation on the stock with a price target of Rs720.
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Expansion to drive future growthCOMPANY DETAILS

Price target: Rs700

Market cap: Rs15,418 cr

52 week high/low: Rs719/337

NSE volume (No of shares) : 9.1 lakh

BSE code: 500520

NSE code: M&M

Sharekhan code: M&M

Free float (No of shares) : 17.1 cr

(%) 1m 3m 6m  12m

Absolute 8.3 -5.3 5.3 89.4

Relative to Sensex 0.8 -2.8 -7.9 26.7

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

APPLE GREEN BUY; CMP: RS638 AUGUST 17, 2006
MAHINDRA & MAHINDRA

Mahindra & Mahindra (M&M) has announced the location for setting up its new multi-
purpose vehicle (MPV) platform code named Ingenio. For the same, it has inked a memo-
randum of understanding (MoU) with the government of Maharashtra to set up the
facility at Nashik at an investment of Rs550 crore. The production of the new vehicle is
expected to commence by the year 2008.  With this additional investment the production
capacity at the existing plant at Nashik will increase to 150,000 vehicles per annum from
the current 80,000 vehicles per annum.

The total planned vehicle-production capacity of 150,000 a year at Nashik will be divided
between its Scorpio,  Logan and Ingenio models.  With this capacity addition at Nashik,
M&M's total vehicle capacity at its four manufacturing locations in the country is expected
to increase to about 300,000 units a year. The company plans to increase its capacity
further to 350,000 vehicles per annum by 2009.

Mahindra and Mahindra (M&M) is in the process of unlocking value in its subsidiaries. In
February  2006 M&M divested its stake in Mahindra and Mahindra Financial Services
(MMFSL) and now with the Tech Mahindra initial public offering (IPO), its stake in this
subsidiary is also being valued by the public.

These divestments are in line with the company's policy of promoting investments in ap-
propriate businesses and monetising the same at an opportune moment for creating wealth
for the company's shareholders.

SHAREHOLDING PATTERN

Bounce back in revenues
COMPANY DETAILS

Price target: Rs360

Market cap: Rs365 cr

52 week high/low: Rs327/87

NSE volume (No of shares) : 1.3 lakh

BSE code: 524404

NSE code: MARKSANS

Sharekhan code: TASCPH

Free float (No of shares) : 1.9 cr

(%) 1m 3m 6m  12m

Absolute -12.8 -57.2 -51.0 -63.0

Relative to Sensex -15.2 -52.3 -56.1 -74.0

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

EMERGING STAR BUY; CMP: RS102 AUGUST 03, 2006
MARKSANS PHARMA

RESULT HIGHLIGHTS
n The  net sales of Marksans Pharma for Q1FY2007 were Rs70 crore, a decline of

12.5% on a year-on-year (y-o-y) basis. However, on a  sequential basis there has
been a recovery as the sales for Q4FY2006 were Rs45 crore (as mentioned in our
earlier update).

n The operating profit stood at Rs9.15 crore translating into an operating profit margin
of 13%, a decline of 600 basis points on a y-o-y basis. The fall in the margin  can be
attributed to the higher staff cost and other expenditure.

n The net profit for the quarter stood muted at Rs5.78 crore  on account of a higher tax
outgo of 20% as compared to 10% in the same quarter last year.

n The integration is not yet complete;  hence we will have to wait for some time to see the
real revival in the company's sales. The future plans of a multipurpose plant at
Kurkumbh to cater to  bulk lifestyle drugs, a tax-free formulations plant at Goa  and
plans for acquisitions seem  to be intact.

n At the current market price of Rs102, the company is trading at 6.2x  its FY2007
earnings and 3.5x  its FY2008 earnings. We maintain our Buy recommendation on the
stock with a price target of Rs360.

SHAREHOLDING PATTERN

Foreign
22%

Non-Promoter 
Corporate

9%Promoters
48%

Public & 
Others

9%

Institutions
12%



September 2006 Sharekhan ValueLine29

Weak performance as anticipated
COMPANY DETAILS

Price target: Rs113

Market cap: Rs114 cr

52 week high/low: Rs109/49

NSE volume (No of shares) : 2.4 lakh

BSE code: 532376

NSE code: MRO-TEK

Sharekhan code: MROTEKLTD

Free float (No of shares) : 1.3 cr

(%) 1m 3m 6m  12m

Absolute -22.4 -26.6 -31.9 0.4

Relative to Sensex -23.6 -19.8 -37.7 -29.7

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

APPLE GREEN HOLD; CMP: RS56 AUGUST 01, 2006
MRO-TEK

SHAREHOLDING PATTERN

RESULT HIGHLIGHTS
n MRO TEK reported a 35.7% decline in its net revenues to Rs22.7 crore during the

first quarter, much below the average quarterly run rate of Rs34.9 crore reported in
the last fiscal.

n Despite the 420-basis-point improvement in the gross margin to 35.4% (up from
31.2% in Q1FY2006), the operating profit margin (OPM) declined by 210 basis
points to 12.5% on an annual comparison basis.

n Consequently, the profit after tax declined by 40.3% to Rs2.1 crore. The management
indicated that the  performance lacked lustre largely due to the postponement of orders
from some of the key clients.

n We had anticipated the weak performance of Q1 and the same was indicated in our
Stock Update report dated July 29, 2006. Consequently, the recommendation on the
stock was downgraded to Hold.

n At the current market price, the stock trades at 5.6x FY2007 and 4.7x FY2008 esti-
mated earnings. We maintain the Hold recommendation on the stock.
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STOCK UPDATE

Price target lowered to Rs362COMPANY DETAILS

Price target: Rs362

Market cap: Rs538 cr

52 week high/low: Rs354/230

NSE volume (No of shares) : 8,597

BSE code: 508989

NSE code: NAVNETPUBL

Sharekhan code: NAVNEET

Free float (No of shares) : 73  lakh

(%) 1m 3m 6m  12m

Absolute -2.4 -15.9 4.5 13.5

Relative to Sensex -4.5 -5.2 -7.3 -19.7

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

EMERGING STAR BUY; CMP: RS280 AUGUST 07, 2006
NAVNEET PUBLICATIONS (INDIA)

RESULT HIGHLIGHTS
n Navneet Publications India (Navneet) reported a 9% year-on-year (y-o-y) growth in its

net sales to Rs173.3 crore for Q1FY2007. The revenue growth was driven largely by a
16% growth in the publication revenue to Rs125.9 crore since the stationary segment
showed a decline of 9% to Rs46.2 crore. The key reason for the lower-than-expected
growth in the overall revenue was the much higher spill-over of revenues to the second
quarter and the decline in the revenues from the stationary business.

n The operating profit grew by 19% to Rs52.6 crore. The operating profit margin (OPM)
improved by 260 basis points to 30.3% during Q1FY2007 on the back of a higher
profitability in both the publication and the stationary segments.

n The growth in the profit after tax (PAT) was restricted to 9% year on year (yoy) to
Rs32.1 crore, on account of a higher tax provision in the reported quarter and a
negative other income (foreign exchange [forex] fluctuation loss of around Rs0.4 crore).

n Navneet is taking steps to enhance its product portfolio by entering into the non-paper
stationary segment. It has introduced the Navneet brand of pencils and plans to intro-
duce other products like pencil boxes, sharpeners and erasers. The idea is to leverage
the brand and the existing distribution network to target a higher share of spending by
the students.

SHAREHOLDING PATTERN
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Book outCOMPANY DETAILS

Price target: Book Out

Market cap: Rs203 cr

52 week high/low: Rs199/46

NSE volume (No of shares) : 28,679

BSE code: 504112

NSE code: NELCO

Sharekhan code: NELCO

Free float (No of shares) : 1.2 cr

(%) 1m 3m 6m  12m

Absolute 1.1 -26.8 -41.8 9.0

Relative to Sensex -5.8 -24.9 -49.1 -27.1

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

VULTURE�S PICK BOOK OUT; CMP: RS89 AUGUST 17, 2006
NELCO

Nelco's recent performance has been much below our expectations due to the delay in the
orders from the Indian armed forces and the little progress in the proposed additional
development at its existing property in Mumbai. The concerns were highlighted in the
stock update dated July 18, 2006 wherein we had downgraded the stock to a Hold recom-
mendation.

The long-term re-rating triggers, though delayed and uncertain, were still intact at that
time. We were hopeful that an important re-rating trigger (such as a move to strengthen its
relations with the key foreign collaborator  like Thales through a joint venture or the sale
of a strategic stake) would eventually play out. The French major Thales is aggressively
looking at expanding its footprint in India with a focus on catering to the needs of the
Indian defence and security forces. And Nelco could have been an ideal partner given its
strong parentage with an established presence as a supplier to the Indian armed forces.

However, the recent announcement  of a joint venture between Rolta India and Thales
would considerably limit the extent of the latter's engagement with Nelco. Though the joint
venture would initially focus on the development of information systems and solutions,
Rolta's management indicated that the relationship could grow and also encompass imple-
mentation, customisation and integration of Thales' products (and solutions) in India.

In the absence of any meaningful re-rating triggers, we advise booking out of the stock. We
had recommended the stock on January 31, 2006 at the price of Rs144.

SHAREHOLDING PATTERN
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Annual report reviewCOMPANY DETAILS

Price target: Rs296

Market cap: Rs727 cr

52 week high/low: Rs242/131

NSE volume: (No of shares) 1.4 lakh

BSE code: 532541

NSE code: NIITTECH

Sharekhan code: NIITTECH

Free float: (No of shares) 2.3 cr

(%) 1m 3m 6m  12m

Absolute 7.2 -22.7 -1.8 45.1

Relative to Sensex 4.1 -12.4 -9.3 2.6

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

UGLY DUCKLING BUY; CMP: RS188 AUGUST 25, 2006
NIIT TECHNOLOGIES

Focused industry verticals drive the overall growth
In the last fiscal, NIIT Tech continued with its strategy to focus on a few chosen industry
verticals and build a strong differentiation in its offerings (in terms of the sales efforts,
delivery capabilities and the overall domain knowledge). As a result, the revenues from the
chosen verticals (banking and financial services, retail and manufacturing, and transporta-
tion) grew by 21% each during the current year. On the other hand, revenues from the
other-than-chosen industry verticals declined by 9.8% and consequently dragged down
the overall revenue growth to 11.8% to Rs607.6 crore in FY2006.

Tepid growth in software services
Though the overall growth was limited due to its strategy to rationalise business from the
other verticals, the focused approach appears to be boosting its profitability. The operat-
ing profit margin (OPM) improved by 110 basis points in FY2006. Over the past two
years, the margins have improved  significantly from 14.6% to 19%. Moreover, over the
next few years, the overall revenue growth is expected to pick up with the increasing propor-
tion of the revenues from the chosen few verticals (that contributed 75% of the revenues as
against 69% in FY2005) where the growth momentum is likely to be sustained.

Inorganic initiatives to further boost its revenue growth
As part of its overall strategy, the company is actively evaluating various inorganic growth
possibilities through a dedicated team of professionals. The objective is to strengthen the
domain expertise in the chosen industry verticals and gain access to newer markets. In line
with this strategy, in May 2006, NIIT Tech acquired a 51% stake in the UK-based Room
Solutions that offers information technology solutions in the commercial insurance space.

SHAREHOLDING PATTERN

STOCK UPDATE



September 2006 Sharekhan ValueLine31

In line with expectations
COMPANY DETAILS

Price target: Rs178

Market cap: Rs184 cr

52 week high/low: Rs174/58

NSE volume (No of shares) : 42,600

BSE code: 520021

NSE code: OMAXAUTO

Sharekhan code: OMAX

Free float (No of shares) : 1.0 cr

(%) 1m 3m 6m  12m

Absolute 1.2 -32.6 -49.0 -43.1

Relative to Sensex -0.4 -26.3 -53.4 -60.2

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

APPLE GREEN BUY; CMP: RS90 AUGUST 01, 2006
OMAX AUTO

SHAREHOLDING PATTERN

RESULT HIGHLIGHTS
n Omax Auto's Q1FY2007 results are in line with our expectations as the net sales grew

by 11.3% to Rs160.3 crore.

n The operating margins for the quarter declined by 40 basis points to 9.8% owing to a
rise in the raw material and employee costs. The margins pressure continued as the raw
material costs rose from 65.7% to 75.2% as a percentage of sales.

n Both the Bangalore and Binola plants have started contributing to the top line and have
stabilised their operations. Going forward, as the production of both the new plants
rises further, we expect the margins to improve.

n The net profit for the quarter marked a growth of 4.3% to Rs5.6 crore.

n Going forward, the margins are expected to improve as the company is reducing
costs by using captive raw material sources and consolidating its operations at a
single location.

n At the current market price of Rs90, the stock trades at 4.3x its FY2008E earnings. We
maintain our Buy on the stock with a price target of Rs178.
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Price target lowered to Rs390COMPANY DETAILS

Price target: Rs390

Market cap: Rs1,249 cr

52 week high/low: Rs399/142

NSE volume (No of shares) : 6.0 lakh

BSE code: 524372

NSE code: ORCHIDCHEM

Sharekhan code: ORCHID

Free float (No of shares) : 5.7 cr

(%) 1m 3m 6m  12m

Absolute -6.8 -42.9 -20.8 -32.9

Relative to Sensex -8.7 -35.6 -29.7 -52.5

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

EMERGING STAR BUY; CMP: RS180 AUGUST 07, 2006
ORCHID CHEMICALS & PHARMACEUTICALS

RESULT HIGHLIGHTS
n Orchid�s Q1FY2007 results are below our expectations. The net sales rose by 18.5% year

on year (yoy) to Rs201.7 crore in Q1FY2007. The growth came on the back of increased
sales in the US generics market. However, the sales were down 16% on a sequential basis
due to a decline in the sales of active pharmaceutical ingredients (APIs) and US generics.

n The company's OPM expanded by 210 basis points to 28.8%, primarily on account of a
drop in the raw material costs, as the company continued to derive an increasing propor-
tion of its revenues from the sale of formulations in the high-margin regulated markets.
Consequently, the operating profit grew by 27.7% to Rs58 crore in the quarter.

n Orchid's PAT grew by 98.8% yoy to 14.6 crore in the quarter. The net profit was aided
by the higher other income component and stable interest and depreciation costs.

n In view of the  delay in the launch of Ceftiofur, Tazobactum and the rising interest
expenses, we are downgrading our sales and profit estimates for FY2007 and FY2008.
We have revised our sales downwards by 10.3% to Rs1,064.9 crore and by 3.5% to
Rs1,282.4 crore for FY2007 and FY2008 respectively. Our net profit estimates have
also been revised downward by 59.4% to Rs91.2 crore for FY2007 and by 20.2% to
Rs154.6 crore for FY2008. Considering a fully diluted equity, the revised earnings
stand at Rs15.6 per share for FY2007 and Rs24.4 per share for FY2008.

n At the current market price of Rs180, Orchid is quoting at 11.5x its FY2007 estimated
earnings and at 7.4x its FY2008 estimated earnings, on a consolidated basis. The stock
has undergone a steep correction in recent times, and we believe it is attractively valued
at the current price. Considering the strong growth prospects and untapped potential,
we maintain our Buy recommendation on Orchid, with a downgraded  price target of
Rs390, an upside of 121% from the current levels.

SHAREHOLDING PATTERN
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Performance marginally below expectationsCOMPANY DETAILS

Price target: Rs222

Market cap: Rs103 cr

52 week high/low: Rs196/70

BSE volume (No of shares) : 2.2 lakh

BSE code: 517195

Sharekhan code: SARAELE

Free float (No of shares) : 51 lakh

(%) 1m 3m 6m  12m

Absolute -22.7 -58.5 -46.4 -41.5

Relative to Sensex -23.9 -54.6 -51.3 -58.9

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

EMERGING STAR BUY; CMP: RS75 AUGUST 02, 2006
ORG INFORMATICS

SHAREHOLDING PATTERN

RESULT HIGHLIGHTS
n ORG Infomatics reported a 144.6% growth in its Q1FY2007 net revenues to Rs47.9

crore. The revenue growth was below our expectation due to lower-than-expected
revenue booked from the execution of the Mahanagar Telephone Nigam (MTNL)
order during the quarter.

n The operating profit margin improved by 220 basis points to 9.4% on the back of the
better performance of its telecom business division.

n The impact of the increase in the interest cost and depreciation charges was mitigated by
a higher other income. Consequently, the consolidated earnings grew by 440.6% to
Rs2.6 crore during the quarter.

n The fresh order intake continues to be robust and the management has indicated that
the pending order book has grown during the first quarter. The pending order book
stood at over Rs600 crore at the end of June 2006.

n At the current market price the stock trades at 7.5x FY2007 and 5.5x FY2008
estimated earnings. We maintain our Buy recommendation on the stock with a price
target of Rs222.
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Strong operating performanceCOMPANY DETAILS

Price target: Rs500

Market cap: Rs11,561 cr

52 week high/low: Rs496/300

NSE volume (No of shares) : 5.4 lakh

BSE code: 532461

NSE code: PNB

Sharekhan code: PUNBANK

Free float (No of shares) : 13.3 cr

(%) 1m 3m 6m  12m

Absolute 19.1 -16.5 -12.9 -7.5

Relative to Sensex 16.3 -6.7 -23.1 -35.3

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

UGLY DUCKLING BUY; CMP: RS367 AUGUST 04, 2006
PUNJAB NATIONAL BANK

RESULT HIGHLIGHTS
n Punjab National Bank (PNB) reported strong operational results for Q1FY2007, which

were above our expectations.

n The net interest income (NII) grew by 18.8% year on year (yoy) to Rs1,293 crore
backed by a 37.5% year-on-year (y-o-y) growth in the advances and a 25-basis-point
growth in the net interest margins (NIMs).

n However, PNB's total assets grew by a lower 14% yoy as it redeemed its investments to
fund the advances growth. The deposits grew by 15.7% yoy; however, they declined by
2.1% sequentially.

n The fee income grew by 52% yoy as the company revised certain fee rates and due to a
lower base.

n The operating profit grew by 36% yoy, as the operating expenses remained flat. How-
ever, adjusting for the exceptional expenses of Rs87 crore in Q1FY2006, the operating
profit grew by 19.8% yoy.

n The net profit for Q1FY2007 grew by 2.3% yoy to Rs367.6 crore. The same is not
strictly comparable with that of Q1FY2006 as during Q1FY2007, PNB had a write
back of provisions and one-time losses of Rs386.8 crore.

n The concerns we had earlier about the bank like a higher provisioning requirement and
a lower fee income have been allayed to an extent with the lower proportion of the
available for sale (AFS) portfolio (only 28% of the total investment now falls in the AFS
category) and a strong growth in the fee income.
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Singing smart tuneCOMPANY DETAILS

Price target: Rs375

Market cap: Rs198 cr

52 week high/low: Rs371/122

NSE volume (No of shares) : 20,476

BSE code: 532163

NSE code: SAREGAMA

Sharekhan code: GRAMCO

Free float (No of shares) : 74 lakh

(%) 1m 3m 6m  12m

Absolute -15.9 -53.5 -58.4 -31.7

Relative to Sensex -17.7 -47.6 -63.1 -51.7

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

UGLY DUCKLING BUY; CMP: RS131 AUGUST 07, 2006
SAREGAMA INDIA

SHAREHOLDING PATTERN

RESULT HIGHLIGHTS
n Saregama India Ltd's (SIL) Q1FY2007 pre-exceptional item results are ahead of our

expectations.

n During Q1FY2007 SIL's revenues grew by 28.9% year on year (yoy) backed by a two-
fold jump in the licence fee income and a 42% year-on-year (y-o-y) growth in the home
video business.

n The pre-exceptional profit for Q1FY2007 grew by 125% yoy with a 720-basis-point
expansion in the margins despite a steep spurt in the royalty and advertising and
promotion (A&P) expenses.

n However, during the quarter under review SIL did one-time provisions of Rs2.6 crore.
Hence, the reported operating profit grew by only 22.1%.

n The pre-exceptional profit grew by 190% yoy to Rs5.4 crore. With the above said
provisioning,  the reported net profit grew by 49.7% to Rs2.8 crore.

n We have lowered our earnings per share (EPS) estimates for the company for FY2007
from Rs13.2 to Rs9.9 and for FY2008 from Rs18.4 to Rs16.6 to take into account the
higher royalty and A&P expenses.

n At the current market price of Rs131, the stock is quoting at 8.2x its FY2008E EPS and
5.6x its FY2008E EV)/EBIDTA. With attractive valuations and cash and cash equivalents
of Rs28 per share, we reiterate our Buy recommendation on the stock with a price target of
Rs375.

MF & FI
1%

Promtoers
50%

Public & 
others
31%

Foreign
18%

Promoters
39%

FII/Institutions
6%

Others
48%

Non promoter 
coporates

7%

Performance boosted by firm crude pricesCOMPANY DETAILS

Price target: Rs94

Market cap: Rs97 cr

52 week high/low: Rs114/43

BSE volume (No of shares) : 63,450

BSE code: 530075

Sharekhan code: SELAEXP

Free float (No of shares) : 90 lakh

(%) 1m 3m 6m  12m

Absolute 6.3 -34.0 -4.1 -3.5

Relative to Sensex 3.4 -26.4 -14.0 -32.2

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

UGLY DUCKLING BUY; CMP: RS68 AUGUST 03, 2006
SELAN EXPLORATION TECHNOLOGY

RESULT HIGHLIGHTS
n Selan Exploration Technology reported a 17.5% year-on-year (y-o-y) growth in its net

revenues to Rs6 crore during the first quarter ended June 2006. However, the results
are not comparable on a y-o-y basis due to the one-time income of Rs1.44 crore in the
form of the arrears received from Indian Oil Corporation in Q1FY2006. Adjusting for
the one-time income, the net revenues have grown at a robust rate of 63.4% as com-
pared to adjusted revenue of Rs3.7 crore reported in Q1FY2006.

n The operating profit margin (OPM) at 66.7% was also quite healthy, up from 61.2%
(after adjusting for the one-time income) reported in Q1FY2006. This is despite the
higher provisioning for the development of hydrocarbon properties (Rs0.5 crore as
compared to Rs0.2 crore in Q1FY2006) during the quarter.

n The earnings of Rs2.7 crore was in line with our estimate and grew by 30.5%. How-
ever, adjusting for the one-time income in Q1FY2006, the earning grew by 115.6% to
Rs2.7 crore in Q1FY2007.

n On a sequential basis, the revenues grew by 37.4% and the earnings (adjusted for Rs1.9
crore of one-time income included in the other income component) grew by 84%. The
steep improvement in the OPM (on a sequential basis) is due to the lower base in Q4 (as
the company had made provisions and write-offs of Rs1.34 crore in Q4FY2006).

n At the current price the stock trades at 12x FY2007E and 5.5x FY2008E earnings. In
terms of the enterprise value (EV) by proven and probable (2P) barrel of oil & oil
equivalents (boe) reserves, Selan trades at an attractive valuation of $0.8 per boe (as
compared to the global benchmark of around $8 per boe). We maintain our Buy
recommendation on the stock with the price target of Rs94.
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Better than expected performance
COMPANY DETAILS

Price target: Rs1,400

Market cap: Rs3,143 cr

52 week high/low: Rs1,187/352

NSE volume (No of shares) : 38,385

BSE code: 500387

NSE code: SHREECEM

Sharekhan code: SHREECEM

Free float (No of shares) : 1.3 cr

(%) 1m 3m 6m  12m

Absolute 21.0 -13.0 67.2 155.0

Relative to Sensex 19.2 -4.9 52.8 78.4

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

CANNONBALL BUY; CMP: RS902 AUGUST 01, 2006
SHREE CEMENT

SHAREHOLDING PATTERN

RESULT HIGHLIGHTS
n Shree Cement's (Shree) Q1FY2007 net profit at Rs90 crore is ahead of our expecta-

tions, primarily because of a lower-than-expected increase in the costs.

n The revenue for the quarter grew by 117% to Rs309.4 crore, driven by a 54% growth
in cement volumes and a 41% growth in cement realisations. The volumes went up
substantially as the company commenced production at its new plant in April 2006.

n The operating profit for the quarter grew by a whopping 210.5% to Rs137.5 crore as
the operating profit margins (OPMs)  improved by a huge 10.3% to 44.4%. These are
by far the highest OPMs  reported by any cement manufacturer till date for Q1FY2007.

n Against the growth of 41% in the realisation per tonne, the total cost per tonne went up by
13.6% and hence the earnings before interest, depreciation, tax and amortisation (EBIDTA)
per tonne for the quarter stood at Rs1,223, which is by far the highest in the industry.

n Interest and depreciation for the quarter went up substantially as the company com-
missioned its new 1.2 million tonne plant in April 2006.

n The other income for the quarter grew almost  ten-fold as the company was sitting on
substantial cash reserves of Rs75 crore.

n The net profit for the quarter grew by a staggering 247.6% to Rs90.4 crore.
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A whopping return of 1,581%COMPANY DETAILS

Market cap: Rs1,658 cr

52 week high/low: Rs258/110

NSE volume (No of shares) : 68,351

BSE code: 502742

NSE code: SINTEX

Sharekhan code: SINTEX

Free float (No of shares) : 6.5 cr

(%) 1m 3m 6m  12m

Absolute 21.9 -20.4 -5.0 27.6

Relative to Sensex 6.6 -25.1 -17.1 -15.0

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

APPLE GREEN BOOK PROFIT; CMP: RS185 AUGUST 22, 2006
SINTEX INDUSTRIES

Sintex operates in the niche areas of prefab structures and structured fabrics and the
businesses have huge untapped potential and the least competition. As part of its strategy
to capitalise on the existing opportunities, Sintex has embarked upon a Rs250-crore capi-
tal expenditure (capex) plan to expand its textile and plastic capacities. The capex plan
would be implemented over the next two years. The company is also working towards
securing new clients and accounts, and enriching its product offerings. We maintain a
positive outlook for its businesses of plastics and textiles. However the upside from the
organic growth of its core business is already factored in the stock's current valuation of
price/earnings ratio of 14.8x FY2008E earnings. In fact we have always maintained that
our price target of Rs192.5 factors in the upside from the growth of its core business.

Even the earnings growth of 23% for the FY2006-08E period is not superior enough to
warrant a valuation higher than that of the Indian stock market, which is available at 14.0x
FY2008E with an earnings growth prospect of 24%. But these are not the only reasons
why we are advising booking profit now.

At the time of initiating coverage, Sintex had adopted the inorganic route to step on a high
growth trajectory. The acquisition of Zeppelin Mobile Systems (ZMSL), which operated in
the high-growth BT shelter category, was a step in this direction. But with no light visible at
the end of the proverbial tunnel, we are unable to forecast with ease and precision the
timing of the next acquisition and the possible upside from the same to the company's
earnings.

SHAREHOLDING PATTERN

STOCK UPDATE



September 2006 Sharekhan ValueLine35

Performance ahead of expectationsCOMPANY DETAILS

Price target: Rs215

Market cap: Rs215 cr

52 week high/low: Rs340/128

NSE volume (No of shares) : 28,667

BSE code: 517544

NSE code: SOLECTCENT

Sharekhan code: SOLECTCENT

Free float (No of shares) : 56 lakh

(%) 1m 3m 6m  12m

Absolute 7.9 -48.2 -36.5 -41.8

Relative to Sensex 6.2 -43.4 -42.3 -59.1

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

EMERGING STAR HOLD; CMP: RS145 AUGUST 02, 2006
SOLECTRON CENTUM ELECTRONICS

RESULT HIGHLIGHTS
n Solectron Centum Electronics reported a 235.4% growth in its net revenues to Rs36.4

crore, up from Rs10.9 crore in Q1FY2006. The revenue growth was largely driven by
the ten-fold increase in the revenues from the electronic manufacturing service (EMS)
business to Rs27.8 crore. On the other hand, the revenues from the component busi-
ness grew marginally by 1.6% to Rs8.6 crore.

n The operating profit margin (OPM) declined by 840 basis points to 15.2% due to the
higher contribution from the low-margin EMS business. The EMS business contrib-
uted 76.5% of the turnover as compared with 22.4% in Q1FY2006.

n The earnings growth was also limited by the impact of the higher depreciation charges,
interest cost and tax rate, resulting in a relatively lower growth of 45% in the earnings
to Rs3.2 crore. The results are much ahead of our expectations due to a better-than-
expected performance of the EMS business.

n On a sequential basis, the net revenues grew by 8% but the performance has improved in
terms of its margins. The OPM improved by 270 basis points due to the improvement in
the profitability of both the component and EMS businesses. Consequently, the earnings
grew by a healthy 40.4% quarter on quarter (qoq) in spite of a lower other income.

n At the current price, the stock trades at 16.3x FY2007 and 14.3x FY2008 earnings. We
maintain our Hold recommendation on the stock with the price target of Rs215.
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Amendment to SBI Act positiveCOMPANY DETAILS

Price target: Rs1,116

Market cap: Rs47,779 cr

52 week high/low: Rs1,053/684

NSE volume: (No of shares) 17.9 lakh

BSE code: 500112

NSE code: SBIN

Sharekhan code: SBI

Free float: (No of shares) 17.0 cr

(%) 1m 3m 6m  12m

Absolute 18.0 3.1 1.6 15.0

Relative to Sensex 4.3 -6.5 -11.2 -25.2

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

APPLE GREEN BUY; CMP: RS908 AUGUST 25, 2006
STATE BANK OF INDIA

The Cabinet has passed an amendment to the provisions of the State Bank of India Act of
1955. The amendment will allow the State Bank of India (SBI):

n to increase its authorised capital to Rs5,000 crore

n to reduce the stake of the Reserve Bank of India (RBI) in it to 51% and raise new capital

n to access the capital markets to raise funds through preference share capital

n to reduce the face value of its share from the current Rs10 per share

However, the amendment has maintained that the global depository receipt and financial
institutional investor holdings in the bank will be part of foreign holdings, which will be
capped at 20% of the bank's paid-up capital. It also does not mention anything about the
government buying out the RBI's stake in SBI.

Valuation and view
SBI can issue 9.0 crore new shares so as to keep the RBI stake capped at 51%. At the
current market price of Rs908, SBI can raise Rs8,176 crore from the issue of equity shares.
A back-of-the-envelope calculation suggests that the issue of fresh shares at Rs908 can
boost SBI's FY2007E book value by nearly Rs45 per share or nearly 7.5%. The issue
would also boost its Tier-I capital adequacy ratio (CAR) by nearly 300 basis points.
However, the Tier-I CAR will reduce by nearly 90-100 basis points due to the implementa-
tion of the Basel II norms.
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Annual report reviewCOMPANY DETAILS

Price target: Rs370

Market cap: Rs257 cr

52 week high/low: Rs270/131

NSE volume: (No of shares) 22,114

BSE code: 517168

NSE code: SUBROS

Sharekhan code: SUBROS

Free float: (No of shares) 72 lakh

(%) 1m 3m 6m  12m

Absolute 9.8 -0.8 25.6 29.1

Relative to Sensex -0.1 -9.5 9.8 -15.9

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

UGLY DUCKLING BUY; CMP: RSRS214 AUGUST 31, 2006
SUBROS

We recently analysed the annual report of Subros and present the highlights of the same
below. The key themes of the annual report are:

n Sound operational and financial performance for the year

n Strengthening client portfolio with the addition of new clients like Mahindra and
Mahindra (M&M) and Eichers

n Proactive capacity expansion to drive volumes, and focus on quality, cost and delivery
levels to protect margins.

During FY2006, Subros registered a decent volume growth of 8.2% in the automotive air-
conditioning system (AAS) and Ventilator-Fan Motor Assembly businesses. The same was
in line with the growth in the passenger car segment and came on the back of a higher
offtake by its key customers, Maruti Udyog Ltd (MUL) and Tata Motors (TAMO). The
gross sales however decline by 9% to Rs657 crore as the excise duty on AAS came down
and the benefit of the same was passed on to the original equipment manufacturers (OEMs).
Adjusted for the drop in the excise duty, the overall realisation fell 11.5%. With an 8.2%
growth in the volume and an 11.5% drop in the realisation volume, the net sales for the
year declined by 4% to Rs565 crore.

We believe Subros is a strong play on India's growing passenger car segment. Going
forward, a strong growth in the volumes of its major clients, MUL and TAMO, and its
efforts to expand its portfolio by supplying to M&M will maintain the momentum in its
earnings growth.
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Price target revised to Rs1,000COMPANY DETAILS

Price target: Rs1,000

Market cap: Rs15,015 cr

52 week high/low: Rs935/552

NSE volume (No of shares) : 1.5 lakh

BSE code: 524715

NSE code: SUNPHARMA

Sharekhan code: SUNPHARM

Free float (No of shares) : 5.3 cr

(%) 1m 3m 6m  12m

Absolute 10.4 -8.4 4.6 34.5

Relative to Sensex 5.7 2.6 -6.1 -8.1

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

UGLY DUCKLING BUY; CMP: RS807 AUGUST 11, 2006
SUN PHARMACEUTICAL INDUSTRIES

SHAREHOLDING PATTERN

RESULT HIGHLIGHTS
n Sun Pharmaceuticals� consolidated net sales grew by 31.1% year on year (yoy) to

Rs511.6 crore in Q1FY2007. The strong growth was driven by an increase of 59.3%
in formulation exports and a 15.5% growth in the domestic formulation business.

n Caraco Pharma�s performance was impressive in view of the fierce competition in the
US market. It recorded sales of $24.8 million and a net profit of $5.1 million.

n Lower raw material costs boosted the company�s operating profit margin (OPM),
which expanded by 260 basis points to 35.4% in Q1FY2007, causing the operating
profit (OP) to increase by 41.4% to Rs181.1 crore.

n The company�s profit after tax (PAT) increased by a strong 29.9% yoy to Rs176.7
crore in the quarter, despite a lower other income, a higher depreciation and a higher
share of minority interest.

n At the current market price of Rs807, Sun Pharma is valued at 23.6x FY2007 and
20.0x FY2008 fully diluted earnings. The valuations, we believe, do not fully capture
the value that Sun Pharma could command with a ramp-up in its overseas business,
continued momentum in the domestic formulation space, a de-risked business model
and the positive contributions of its acquisitions. In view of the consistent growth and
sustainable margins, we remain positive on the company�s future prospects and main-
tain our Buy recommendation with a revised price target of Rs1,000.
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Going strongCOMPANY DETAILS

Price target: Rs1,550

Market cap: Rs1,754 cr

52 week high/low: Rs1,373/701

NSE volume (No of shares) : 2,589

BSE code: 520056

NSE code: SUNDRMCLAY

Sharekhan code: SUNCLA

Free float (No of shares) : 38 lakh

(%) 1m 3m 6m  12m

Absolute 6.5 -19.0 7.6 24.2

Relative to Sensex 0.2 -9.9 -4.1 -16.5

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

APPLE GREEN BUY; CMP: RS925 AUGUST 10, 2006
SUNDARAM CLAYTON

SHAREHOLDING PATTERN

RESULT HIGHLIGHTS
n Sundaram Clayton Ltd�s (SCL) Q1FY2007 net sales for the quarter rose by 32% to

Rs189.9 crore and the growth is higher than our expectations. Both the brake and die-
casting divisions delivered a strong performance during the quarter.

n The operating profit grew by 41.8% to Rs27.8 crore as the operating profit margin
(OPM) improved by 100 basis points year on year (yoy) to 14.6%. A price hike is
already due from its original equipment maker (OEM) customers and hence we expect
the margins to improve further in the subsequent quarters.

n The other income for the quarter stood at Rs7.1 crore against Rs11.8 crore last year
due to a lower dividend income realisation. However, the same is expected to be realised
in the second quarter. Consequently the net profit grew by 5.1% to Rs18 crore.

n The value of SCL's total investment in group companies works out to Rs1,040 per
share. While computing SCL's value, we have assumed a 75% discount to the company's
total investment. After adjusting for this, the SCL stock is currently trading at around
8.4x its stand-alone FY2008E earnings and around 6.7x its stand-alone FY2008E
earnings before interest, depreciation, tax and amortisation (EBIDTA). We maintain
our Buy recommendation on the stock with a price target of Rs1,550.
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Q1FY2007 results
COMPANY DETAILS

Price target: Rs205

Market cap: Rs114

52 week high/low: Rs177/55

NSE volume (No of shares) : 1.2 lakh

BSE code: 532516

NSE code: SURYAPHARM

Sharekhan code: SURYAPHARM

Free float (No of shares) : 8.3 lakh

(%) 1m 3m 6m  12m

Absolute -8.3 -47.4 -42.5 -52.9

Relative to Sensex -10.8 -41.5 -48.5 -66.9

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

UGLY DUCKLING BUY; CMP: RS80 AUGUST 03, 2006
SURYA PHARMACEUTICALS

SHAREHOLDING PATTERN

RESULT HIGHLIGHTS
n Surya Pharma�s Q1FY2007 results were below our expectations.

n Its net sales for Q1FY2007 were up 5% year on year (yoy) to Rs61.75 crore from
Rs58.85 crore in Q1FY2006. The company is changing its product mix by moving
away from low-margin betalactum antibiotics to high-margin cephalosporins.

n The operating profit for the quarter rose by 5.4% yoy to Rs12.05 crore in Q1FY2007
primarily due to a reduction in the other expenditure, in spite of higher raw material
and employee costs. The raw material cost as a percentage of the net sales increased by
120 basis points from 71.6% in Q1FY2006 to 72.8% in Q1FY2007 due to the
changing product mix. The employee cost as a percentage of the net sales has also
increased. However, a reduction in the other expenditure has helped the company
maintain its operating profit margin.

n A low tax outgo caused the net profit to increase by 10.6% yoy to Rs5.61 crore in
Q1FY2007.

n At the current market price of Rs80, the stock is trading at 3x its FY2007 earnings
estimate. Since the results are below our expectations, we may have to downgrade the
earnings estimates after speaking to the management. A detailed update on the com-
pany will follow soon. Watch this space.
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Tata Tea gets energisedCOMPANY DETAILS

Price target: Rs1,040

Market cap: Rs4,704 cr

52 week high/low: Rs1,047/560

NSE volume (No of shares) : 2.6 lakh

BSE code: 500800

NSE code: TATATEA

Sharekhan code: TATATEA

Free float (No of shares) : 4.0 cr

(%) 1m 3m 6m  12m

Absolute 14.3 23.2 -8.4 4.8

Relative to Sensex 0.9 15.7 -18.6 -31.0

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

APPLE GREEN BUY; CMP: RS840 AUGUST 24, 2006
TATA TEA

SHAREHOLDING PATTERN

Tata Tea Ltd (TTL) and Tata Sons Ltd (TSL) have together acquired a 30% stake in Energy
Brands Inc (EBI), a company based in the USA, for $677 million (Rs3,110 crore). We
believe that though the acquisition will not be earnings accretive now, in long term it would
result in great value unclocking for TTL's shareholders if either EBI goes for an initial
public offering (IPO) or TTL gets a controlling stake in the company. The management of
EBI has indicated that over two years the enterprise value of EBI could reach $10 billion
(from current $2 billion) with its sales expected to grow at 100% over the same period.
The acquisition acquires more significance as PepsiCo, one of the world's biggest beverage
companies, was also in the race to acquire EBI at one point of time.

EBI-growing with energy
EBI is in the business of selling bottled waters enhanced with electrolytes and other
nutrients in three varieties, Fruitwater, Smartwater and Vitaminwater, under the brand
Glacèau. Its products are sold in health stores and food stores in 40 states in the USA. It
is estimated that the company sells nearly five million bottles of the beverage daily.  The
enhanced water category is approximately a $2-3-billion market in the USA with EBI and
PepsiCo as the leading players.

EBI clocked sales of around $355 million in CY2005, a growth of around 200% over the
previous year. For H1CY2006, the company has reported a sales growth of 148% with
a market share of 16.8% in the enhanced water category compared with a 26% growth
reported by PepsiCo (another US-based company) in the same category. PepsiCo sells
similar products under the brand name Propel and has a market share of 35.7% accord-
ing to industry newsletter, Beverage Digest. For CY2006E EBI is likely to double its
revenues to $700 million.
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Value of unlocking startsCOMPANY DETAILS

Price target: Rs704

Market cap: Rs1,384 cr

52 week high/low: Rs750/316

NSE volume (No of shares) : 74,026

BSE code: 532299

NSE code: TV18

Sharekhan code: TV18

Free float (No of shares) : 1.5 cr

(%) 1m 3m 6m  12m

Absolute 15.9 -2.9 21.3 65.5

Relative to Sensex 3.2 -4.5 4.4 11.1

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

EMERGING STAR BUY; CMP: RS659 AUGUST 21, 2006
TELEVISION EIGHTEEN INDIA

Television Eighteen India's (TV18) Internet arm, Web18, has acquired three companies in
the Internet space:
n www.cricketnext.com: An Indian sports portal with a user base of over five million people
n www.compareindia.com: A product comparison site, with a user base of over two

million people
n Urban Eye, a web design and technology firm with 50 Internet technology professionals
With the addition of the three new properties, Web18 will have eight properties in the
Internet space, viz:

n www.moneycontrol.com n www.commoditiescontrol.com
n www.ibnlive.com n www.yatra.co.in
n www.jobstreet.com n www.cricketnext.com
n www.compareindia.com n Urban eye

Valuation and view
We see the acquisition of these portals by TV18 as another step towards the ramp-up and
the eventual consolidation of its Internet business. The company is looking at spinning off
its investment arm, roping in a strategic/financial investor and eventually listing the Internet
business on a stock exchange abroad.

At the current market price of Rs670, the stock is quoting at 18x its FY2008E earnings per
share and 10.3x its FY2008E enterprise value/earnings before depreciation, interest, tax
and amortisation. We reiterate Buy on TV18 with a price target of Rs704.

SHAREHOLDING PATTERN

STOCK UPDATE
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Performance in line with expectationsCOMPANY DETAILS

Price target: Rs420

Market cap: Rs268 cr

52 week high/low: Rs448/158

NSE volume (No of shares) : 6,207

BSE code: 532349

NSE code: TRANSPORTCO

Sharekhan code: TCIL

Free float (No of shares) : 30 lakh

(%) 1m 3m 6m  12m

Absolute -20.1 -30.8 -29.8 11.6

Relative to Sensex -21.4 -24.4 -36.3 -21.7

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

CANNONBALL BUY; CMP: RS255 AUGUST 02, 2006
TRANSPORT CORPORATION OF INDIA

RESULT HIGHLIGHTS
n Transport Corporation of India's (TCIL) Q1FY2007 net profit of Rs4 crore is in line

with our expectation. The revenues for the quarter grew by 23.7% and the net earnings
grew by 28.1%.

n TCIL's net sales for the quarter stood at Rs233.7 crore registering a growth of 23.7%,
driven by the performance of its XPS cargo and supply chain solutions (SCS) divisions.

n The operating profit for the quarter inched up by 15.7% to Rs11.8 crore. However the
operating profit margins (OPMs)  for the quarter declined by 30 basis points to 5.1%,
as the margins of the XPS and wind energy divisions declined.

n The company has started reporting the revenues of the SCS division separately, which
hitherto was part of the transport division. The earnings before interest and tax (EBIT)
margins of the transport division on a like-to-like basis have improved by 45 basis
points to 2.44%.

n The other income for the quarter grew by 103% and hence the net profit for the
quarter grew by a handsome 28.1% year on year (yoy) to Rs4 crore.

SHAREHOLDING PATTERN
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Book profitCOMPANY DETAILS

Price target: Book Profit

Market cap: Rs1,515 cr

52 week high/low: Rs132/63

NSE volume (No of shares) : 40,725

BSE code: 504973

NSE code: TUBEINVEST

Sharekhan code: TUBEINVT

Free float (No of shares) : 10.6 cr

(%) 1m 3m 6m  12m

Absolute 0.9 -28.0 -26.7 10.9

Relative to Sensex -6.1 -26.1 -35.9 -25.8

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

EMERGING STAR BOOK PROFIT; CMP: RS82 AUGUST 17, 2006
TUBE INVESTMENTS OF INDIA

RESULT HIGHLIGHTS
n When we initiated coverage on Tube Investments of India (TII) our primary argument

was that the company's focus on its high-margin tubes business and the stable growing
metal-form business would result in a substantial improvement in its margins.

n The improvement in the metal-form business is in line with our expectation. However
the business environment for the other businesses has been gradually deteriorating and
this is expected to hurt TII's performance going forward till FY2008.

n First, TII's cycle business is still bleeding with the profitability being severely affected.
Second, its strips business is severely hampered by stiff competition in the domestic and
export markets. Third its capital expenditure (capex) plan for the high-margin tubes
division is delayed by 6-9 months on account of some environmental clearance prob-
lems. The additional capacity is now expected to go on stream only in Q3FY2007 as
against Q1FY2007 expected by us. This further raises the question about the start and
completion of the second phase of the capex, which was earlier expected to be commis-
sioned in March 2007.

n On account of these developments, we are downgrading our FY2007 earnings esti-
mates by 34% to Rs5.8 per share. We are introducing our FY2008 earnings estimates
for TII, which stand at Rs8.7 per share. On account of these developments, the earn-
ings growth will gather momentum only in H1FY2008.

SHAREHOLDING PATTERN

STOCK UPDATE
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Price target lowered to Rs84COMPANY DETAILS

Price target: Rs84

Market cap: Rs831 cr

52 week high/low: Rs113/47

NSE volume (No of shares) : 2.2 lakh

BSE code: 532144

NSE code: WELGUJ

Sharekhan code: WELSPUNGUJ

Free float (No of shares) : 7.9 cr

(%) 1m 3m 6m  12m

Absolute -4.7 -14.3 -30.3 -21.6

Relative to Sensex -6.2 -6.4 -36.7 -44.9

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

EMERGING STAR BUY; CMP: RS64 AUGUST 02, 2006
WELSPUN GUJARAT STAHL ROHREN

SHAREHOLDING PATTERN

RESULT HIGHLIGHTS
n For Q1FY2007 Welspun Gujarat Stahl Rohren (WGSR) reported a revenue growth of

63.2% year on year (yoy) to Rs536 crore. The revenue growth was largely driven by
the 60% growth in the volumes to 1,12,000 tonne.

n The operating profit margin (OPM) improved by 270 basis points to 12.6% in Q1 due
to the cumulative impact of lower freight cost and better sales mix (especially in the
export business towards high-margin products). The operating profit grew by 107%
yoy to Rs67.7 crore.

n The company reported a growth of 66.5% yoy in the profit after tax (PAT) to Rs26.3
crore. The fully diluted earnings per share (EPS; equity of Rs84.5 crore) for the re-
ported quarter stood at Rs1.6 per share.

n However, the commissioning of its backward integration project for manufacturing
plates and coils (capacity one million tonne) is expected to get delayed by four to six
months and is likely to get commissioned by December 2007. The backward integra-
tion was expected to bring in substantial savings in the raw material cost. Conse-
quently, to factor in the delay, we are downgrading our FY2008 earning estimates by
24% to Rs142.3 crore. Accordingly, the price target is also being revised downwards
to Rs84 (10x FY2008 diluted earnings).

n On the brighter side, the demand environment continues to be robust in the domestic
market and the Indian players have also established themselves in the export market. At
the current market price, WGSR trades at 11x FY2007E (7x FY2008E) and 6x FY2007E
enterprise value (EV)/earnings before interest, depreciation, tax and amortisation (EBIDTA;
4.5X FY2008E). We maintain a Buy on WGSR with a revised price target of Rs84.

Promoters
38%

Foreign
39%

Institutions
11%

Others
12%

Q1FY2007 results marred by cost pressuresCOMPANY DETAILS

Price target: Rs112

Market cap: Rs94.5 cr

52 week high/low: Rs85/25

BSE volume (No of shares) : 44,878

BSE code: 504220

Sharekhan code: WSIND

Free float (No of shares) : 1.1 cr

(%) 1m 3m 6m  12m

Absolute -13.3 -37.3 -26.0 1.2

Relative to Sensex -18.4 -30.3 -34.0 -32.0

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of
the companies mentioned in the article.

PRICE PERFORMANCE

VULTURE�S PICK BUY; CMP: RS45 AUGUST 10, 2006
WS INDUSTRIES INDIA

RESULT HIGHLIGHTS
n The Q1FY2007 results of WS Industries (WSI) are below our expectations, primarily

because of higher-than-expected power and fuel cost, and interest charge. The rev-
enue for the quarter grew by 15.5% to Rs39.41 crore, driven by an order backlog of
Rs120 crore.

n The operating profit rose by 34.3% to Rs4.66 crore as the operating profit margin
(OPM) expanded by 170 basis points to 11.8%. The improvement in the OPM could
have been more but for the increase in the power and fuel cost, which as a percentage of
sales increased by 270 basis points to 18.8%. On an absolute basis, the power and fuel
cost went up by 34.3%.

n The interest charge for the quarter rose by 30% and depreciation also rose by 18.8%.
Hence owing to the pressures of higher costs, WSI's the net profit for the quarter grew
by only 49.2% to Rs1.6 crore.

n Going forward, WSI's OPM is expected to improve significantly, given the recently
expanded capacity for high-margin hollow core insulators and the implementation of
the price variation clause for the low-margin suspension insulators.

n WSI is currently sitting on a strong order backlog of Rs120 crore. The order backlog
should improve further, considering the strong investments that are in the pipeline for
the transmission and distribution (T&D) sector.

SHAREHOLDING PATTERN
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The good news has been priced in
SHAREKHAN SPECIAL AUGUST 14, 2006

Recent run-up in Sensex has factored in most of the good news
We have been saying that the better-than-expected earnings of the
corporates and a pause by the Federal Reserve (Fed) in hiking inter-
est rates would be the key drivers of the Sensex in the short term (see
our market outlook reports dated June 3, 2006 and August 2, 2006).

While both the factors have played out in favour of the markets, we
believe that the same have  already been priced in the valuations. The
earnings of the corporates and the economic growth numbers (tax
collections, IIP etc) remain buoyant and high cash levels of over
Rs12,000 crore  with the domestic mutual funds should also sup-
port the market. However, we do not see too much upside from here.

Our 12-month target of the Sensex at 12,000 would give a return
of only 6% from here on and this indicates that the market is now
close to being fully valued.

n The Indian market's valuations at 15.2x one-year forward earn-
ings are near the upper end of the band (12x-16x).

n Global markets (as shown by the Fed rate futures) are too com-
placent and are pricing in a very low probability of another rate
hike setting themselves up for some surprises.

n History shows that the emerging markets normally do not go up
much in the first few months after the Fed stops hiking interest
rates, but wait for the Fed to start cutting interest rates before
going up.  The markets do well ONLY if the Fed pause is NOT
followed by a recession, which happens about 50% of the time.

n The revaluation of Chinese Yuan could provide a positive trig-
ger to the market in the short term.

Good news priced in�valuation again towards the higher
end of the band
n The Sensex has moved up by around 570 points since June

2006 and by 270 points since August 08, 2006.

n The Sensex valuations at 15.2x (level = 11,300) are near the
upper end of the  band.

n The revaluation of Chinese Yuan could provide a positive trig-
ger to the market in the short term.

Source: Sharekhan research
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Markets react positively to a CUT not a PAUSE
We have often been mentioning in the past that when the Fed stops hiking interest rates, it would be positive for the equity markets.
However, it is important to note two things.

(1) The upmove happens only if there is a soft-landing ie the USA does not go into a recession.

(2) In the first few months following a pause, the markets go up only slightly and the major move happens after about 6 months after the
pause when the Fed actually begins to cut rates. Until then, the markets remain unsure about the future direction and react significantly
only when the Fed signals the future direction with a rate cut as shown in the chart below.

The most recent example of a pause by the Fed and a soft-landing was in 1995 (note that the 2000 pause by the Fed was during a recession
so we have not taken that example). In that year, the Asian markets ex-Japan went up by 14% in the 12 months following the pause by
the Fed, but in the first 3 months the markets barely moved up by 3.8%. If 2006 turns out to be similar to 1995 then the upmove of the
first 3 months is largely done while the volatility and the risk of things not panning out still remain.

Source: Bloomberg, Sharekhan Research

Emerging markets give healthy returns over a 12-month
period after a stop
n For a couple of months after the pause the equity markets are

likely to remain confused about whether the Fed has taken a
pause or has stopped the interest rate hikes completely.

n As the confusion gets cleared over the next few months and the
Fed starts cutting the interest rates, the markets should give
better returns.

RETURNS ON THE EMERGING MARKET EQUITIES (%)

SHAREKHAN SPECIAL
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Initial upmove has already happened
n The markets have already given an initial reaction to the pause,

moving up by approximately 1-2.5% over the last seven trad-
ing days.

n Further upmove will come only once it becomes clear whether
the Fed had just taken a break or its rate hike exercise has been
completed.

RETURNS OVER LAST SEVEN RETURNS YTD (%)
TRADING DAYS (%)

Hong Kong 1.1 15.4

Korea 0.7 -7.4

Taiwan 1.7 -0.3

India 2.5 17.5

Malaysia 1.0 5.5

Philippines 0.8 11.0

Indonesia -0.7 18.4

Thailand 0.6 -2.5

Source: Bloomberg, Sharekhan research

Markets too complacent about no further hikes
The US Federal Reserve (Fed) took a pause after its two-year series of interest rate hikes at its meeting on August 08, 2006. As we had
anticipated the markets cheered the same and the BSE Sensex rallied by 154 points.

The scenario on the US economy front remains ambiguous. While economic indicators exhibit a mixed trend (some such as gross domestic
product [GDP] growth, job growth and housing are negative, others such as retail sales and manufacturing show resilience), the taming of
the inflation remains an important task.

The inflation in the US economy continues to remain high and well above the 1-2% comfort level of the Fed. The underlying assumption
here is that the gradual cooling down of the housing market followed by a slowdown in the economy will help cool off the inflation.
Historical experiences suggest that it normally takes 6-9 months before the weakness in the housing market starts to cool inflation. In this
6-9 month period if the incoming data on the growth or inflation rates are to the contrary, the Fed may have to pull away from the break
in the interest rate increases and resume the rate hike exercise.

Meanwhile, as shown by the Fed futures, the markets are complacent that there is unlikely to be another rate hike. Any negative surprise
on the growth or inflation rates could thus create a lot of volatility in the markets.

Source: Bureau of labour statistics, US

Job growth weaker than expected
n The number of jobs added in the non-farm sector was weaker

for the fourth consecutive month.

n The US economy added 113,000 new jobs in July 2006 com-
pared with a consensus forecast of an addition of 145,000 new
jobs.

JOBS ADDED IN NON-FARM SECTOR (IN '000)
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Leading indicators show an up tick but remain sluggish
n The leading indicator index shows a slight up tick for June

2006.

n However, it still remains sluggish suggesting that the cooling off
of the US economy may continue.
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SHAREKHAN SPECIAL

Manufacturing sector shows surprising growth
n The growth in the manufacturing sector accelerated surpris-

ingly.

n The ISM manufacturing index inched up to 54.7 in July 2006
from 53.6 in June 2006.

Source: Institute of Supply Management

ISM MANUFACTURING INDEX

Retail sales rebound after a sharp dip
n The retail sales fell by 0.4% month on month (mom) for June

2006.

n The decline was the first after February 2006.

n However, the same rebounded in July 2006 with a growth of
1.4% mom.

n However, on a year-on-year basis the growth was the slowest
over the last 12 months.

Source: US Census Bureau

% CHANGE IN RETAIL SALES

Inflation continues to be a pain
n The inflation continues to be a pain for the US Federal Reserve.

n The consumer price index grew by 4.3% for June 2006.

n The core CPI (CPI excluding food and energy) grew by 2.6%,
the highest in the last four and half years.

n The gradual cooling of the economy coupled with the slow-
down in housing may help to cool down the core CPI and
consequently the CPI.

Source: Bureau of labour statistics

% YOY CHANGE IN CORE CPI
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Fed Futures imply 26% probability for a rate hike
n The Fed futures are quoting at 5.31% for October 2006 matu-

rity implying that there is a 26% probability for a rate hike in
the next Fed meeting scheduled on September 20, 2006.

n Any negative surprise on the growth or inflation rates could
thus create a lot of volatility in the markets.

Source: Bloomberg
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Yuan revaluation�could be a positive trigger
Of lately the talks of the revaluation of the Chinese Yuan have been gathering momentum. The Chinese policy makers have been trying to
cool down the economic growth, which has averaged at around 10% over the last three years, fearing that the ongoing investment boom
may ignite inflation in the economy. The strong inflow of foreign exchange backed by a huge trade surplus has led to the investment boom
in China. The People's Bank of China has been trying hard in its own way to soft land the economy as it raised the key policy rate in April
2006 and also raised the reserve requirement by the Chinese banks to reduce the money supply in the economy.

Also, the revaluation of the yuan will not be the only way out for China if it wants to soft land its economy. It may have to resort to further
hikes in the interest rates if it wants to target the huge loan growth.

The cooling of the Chinese economy coupled with their exports getting dearer would be positive for the other Asian economies in the same
region including India, as it will boost the exports and at the same time increase the flow of foreign money into these economies.
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Impact of floods
SHAREKHAN SPECIAL AUGUST 14, 2006

The monsoon has been advancing at an accelerated pace. So much
so that many states are in the grip of floods. States like Maharashtra,
Andhra Pradesh (AP), Gujarat and Madhya Pradesh have witnessed
heavy rains accompanied by devastating floods. But apart from
disturbing the routine human life, the floods have also impacted
India  Inc in some way or the other.  For example, heavy rains in
Gujarat and parts of Maharashtra have affected the manufacturing
activities of the companies located in these regions. The units have
either stopped production temporarily or are operating at less than
optimum capacity levels. Further the turbulent sea is making life
difficult at the ports, which in turn is affecting the shipment of
finished products or unloading of raw material.

Q1FY2007 earnings review
SHAREKHAN SPECIAL AUGUST 07, 2006

n The earnings of the Sensex companies for Q1FY2007 grew by
22.8% year on year (yoy) and 6.6% quarter on quarter (qoq)
compared with the consensus expectations of 19.1% and 3.7%
growth respectively.

n While the sales of the non-banking companies in the Sensex
grew by 33.4% yoy, their operating profit grew by a slower
31.3% as their operating profit margin (OPM) contracted by
42 basis points yoy to 26.2%.

n Automobile, capital goods, cement, and information and tech-
nology (IT) companies led the growth in the Sensex� earnings.

The impact from the rains has been felt across companies ranging
from India's largest petrochemicals company, Reliance Industries
and state-owned ONGC to mid-sized private companies like Essar
Steel and ABG Shipyard. The floods have also impacted L&T's
Hazira works. Its employees were unable to reach the plant and
hence operations at the unit were forced to be suspended from the
afternoon of August 07, 2006. The major impact of the floods has
been on the oil and gas sector, with the sector majors reporting
plant shutdowns. The impact on the oil and gas sector is likely to
trigger a larger impact on industries such as power, fertilisers and
steel, which use  oil and gas as feedstock. The floods have also
impacted some of the companies under our coverage. For further
details please visit our website.

n The earnings of the Mid-cap 200 Index grew by 40% yoy.
While the sales of the non-banking companies grew by 20%
yoy, their operating profit grew by a faster 29% as their OPM
expanded by 103 basis points. Cement companies like Shree
Cement and India Cements led the expansion in the OPM.

n The earnings of the Sensex companies are slated to grow by
21% for FY2007, implying an earnings growth of 20% yoy for
M9FY2007.

n At the current level of 10,811, the Sensex is trading at 14.4x its
one-year forward earnings.

SHAREKHAN SPECIAL

The author doesn�t hold any investment in any of the companies mentioned in the article.

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of the companies mentioned in the article.

For further details, please visit the Research section of our website, sharekhan.com
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Sharekhan�s top equity fund picks
MUTUAL GAINS AUGUST 09, 2006

July was an eventful month for the market. From the rains, riots
and serial blasts to rate hikes, results and reforms, the market was
a witness to all. But what hogged its attention were the first quarter
results of the Indian companies. The earnings of the Sensex compa-
nies grew by a good 22.8% in the first quarter compared with our
expectation of a 19.1% growth. Thus overall, the first quarter re-
sults were above our expectations and very encouraging.

Even as the Bank of Japan and the European Central Bank are
tightening their monetary policies to contain inflation in their econo-
mies, the US Federal Reserve (Fed) has take a pause in its rate hike
exercise in view of the benign US data released in July. However
with global crude prices showing no signs of softening, a possibility
of further hikes in the Fed rate cannot be ruled out completely.

The Reserve Bank of India (RBI) has already increased the repo and
reverse repo rates twice in less than two months following the hike
in the global interest rates. Even as the higher interest rates might
affect corporate performance by disrupting their expansion plans,
we believe that if corporates are planning to spend hundreds of
crore of rupees on capacity expansions, their huge investment out-
lays are unlikely to be affected by a marginal increase in the cost of
funds. Additionally, corporate India is flush with funds arising out
of the high profits earned in the previous quarters. With a huge war
chest of cash, a growing number of companies are financing their
capital expenditure (capex) plans through internal accruals. That
the underlying capex theme remains strong is also confirmed by the
strong growth of 21% in the Index of Capital Goods. Considering
all this, we don't expect any major delay in the implementation of
the expansion plans of the cash-rich companies.

However, the lower-than-expected monsoon might affect the rural
demand, thus denting the earnings of the fast moving consumer
goods (FMCG) and automobile companies. According to the latest
data, July received a cumulative rainfall of 90% of the long period
average, 7% less than the expected 97%. However it is early days
yet to say if the monsoon may play a spoilsport, as the complete
data for July is not yet out.

The market's other concern is liquidity. Foreign institutional inves-
tors (FIIs) were net sellers to the tune of Rs200 crore in July. Even

MUTUAL FUNDS

AGGRESSIVE FUNDS
MID-CAP CATEGORY

Scheme Name NAV Returns as on July 31, 2006 (%)

3 months 6 months 1 year 2 years 3 years

Sundaram Select Midcap 73.22 -12.62 17.21 58.61 72.48 73.54

Birla Mid Cap Fund 49.12 -17.76 -2.89 30.62 48.90 51.82

Reliance Growth 193.62 -23.07 -4.58 28.49 59.31 64.11

Indices

S&P Nifty 3143.20 -11.65 4.73 35.71 38.70 38.35

BSE Sensex 10743.88 -10.78 8.31 40.45 44.08 41.45

the domestic mutual funds (MFs), which had propped up the mar-
ket, have turned sellers of late. In July they were net sellers to the
tune of around Rs80 crore. However we believe that the MF indus-
try, which is sitting on huge cash reserves will switch to the buy
mode as soon as they come across a better buying opportunity.
Besides, the price/earnings multiple in our market has come down
to reasonable levels after an extensive correction, which will con-
tinue to attract foreign funds.

Going forward, the direction of the market is likely to be deter-
mined by external factors such as the crude oil prices, the next Fed
meeting and the monsoons. Since the Fed has kept the rates un-
changed in the last meeting, our short-term outlook for the market
is positive. For the medium term, we would like to err on the side of
caution, as the uncertainties with regard to crude and hence infla-
tion persist. As for the long term, we remain positive since there has
been no change in the fundamentals.

We have identified the best equity-oriented schemes available in
the market today based on the following parameters: the past
performance as indicated by the returns, the Sharpe ratio and
Fama (net selectivity).

The past performance is measured by the returns generated by the
scheme. Sharpe indicates risk-adjusted returns, giving the returns
earned in excess of the risk-free rate for each unit of the risk taken.
FAMA measures the returns generated through selectivity, ie the
returns generated because of the fund manager's ability to pick the
right stocks. A higher value of net selectivity is always preferred as
it reflects the stock picking ability of the fund manager.

For our selection of funds, we have given 50% weightage to the
past performance as indicated by the returns, 25% weightage to
the Sharpe ratio of the fund and the remaining 25% to the FAMA
of the fund.

All the returns stated below, for less than one year are absolute and
for more than one year the returns are annualised.

We present below our recommendations in the equity-oriented
mutual fund category.
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Every individual has a different investment requirement, which depends on his financial goals and risk-taking capacities. We at Sharekhan first
understand the individual�s investment objectives and risk-taking capacity, and then recommend a suitable portfolio. So, we suggest that you get in
touch with our Mutual Fund Advisor before investing in the best funds.

MUTUAL FUNDS

TAX PLANNING FUNDS

Scheme Name NAV Returns as on July 31, 2006 (%)

3 months 6 months 1 year 2 years 3 years

SBI Magnum Tax Gain Scheme 93 41.44 -15.24 2.36 33.95 82.35 83.48

HDFC Taxsaver 114.65 -19.08 -1.64 30.15 63.83 64.97

Prudential ICICI Taxplan 74.43 -23.96 -2.41 23.27 62.15 61.10

Sundaram Taxsaver 20.59 -22.74 -10.40 30.51 55.44 54.75

HDFC Long Term  Advantage Fund 73.23 -16.80 -6.28 25.26 46.98 56.46

Indices

S&P Nifty 3143.20 -11.65 4.73 35.71 38.70 38.35

BSE Sensex 10743.88 -10.78 8.31 40.45 44.08 41.45

BALANCED FUNDS

Scheme Name NAV Returns as on July 31, 2006 (%)

3 months 6 months 1 year 2 years 3 years

HDFC Prudence Fund 90.01 -6.23 2.49 28.15 41.13 39.97

JM Balanced 18.83 -12.30 6.81 34.57 31.57 27.33

DSP ML Balanced Fund 31.53 -10.63 3.38 28.67 31.86 34.67

Kotak Balance 21.23 -13.18 4.33 30.01 43.03 40.18

SBI Magnum Balanced Fund 28.68 -13.80 2.54 29.59 46.06 47.60

Indices

Crisil Balanced Fund Index 2096.63 -6.40 4.07 22.60 23.40 24.36

THEMATIC/EMERGING TREND FUNDS

Scheme Name NAV Returns as on July 31, 2006 (%)

3 months 6 months 1 year 2 years 3 years

SBI Magnum Sector Umbrella - Contra 28.76 -18.16 6.20 44.45 70.37 74.91

DSP ML Tiger Fund 23.83 -18.14 0.89 45.36 50.00 --

Tata Infrastructure Fund 17.55 -19.26 4.55 46.01 -- --

HDFC Core & Satellite Fund 20.61 -19.20 -0.01 39.13 -- --

Prudential ICICI Discovery Fund 22.27 -18.57 1.23 32.12 -- --

Indices

S&P Nifty 3143.20 -11.65 4.73 35.71 38.70 38.35

BSE Sensex 10743.88 -10.78 8.31 40.45 44.08 41.45

EQUITY DIVERSIFIED/CONSERVATIVE FUNDS

Scheme Name NAV Returns as on July 31, 2006 (%)

3 months 6 months 1 year 2 years 3 years

SBI Magnum Global Fund 94 30.76 -20.15 0.33 45.41 73.22 77.93

SBI Magnum Multiplier Plus 93 40.37 -16.37 2.10 46.39 66.11 65.31

HDFC Equity Fund 115.67 -11.44 2.31 42.47 53.14 53.77

DSP ML Equity Fund 34.46 -16.44 3.20 37.78 54.17 54.53

Birla SunLife Equity Fund 132.24 -16.62 -2.03 31.13 54.12 57.71

Indices

S&P Nifty 3143.20 -11.65 4.73 35.71 38.70 38.35

BSE Sensex 10743.88 -10.78 8.31 40.45 44.08 41.45

OPPORTUNITIES CATEGORY

Scheme Name NAV Returns as on July 31, 2006 (%)

3 months 6 months 1 year 2 years 3 years
Prudential ICICI Dynamic Plan 47.77 -17.15 7.31 42.75 62.58 51.98

DSP ML Opportunities Fund 43.26 -13.81 3.42 41.94 50.61 55.24

Indices
S&P Nifty 3143.20 -11.65 4.73 35.71 38.70 38.35

BSE Sensex 10743.88 -10.78 8.31 40.45 44.08 41.45
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Book out of textile stocks
It is going to get tougher for the Indian textile  companies. Given the
recent flooding in the major cotton crop-growing regions, the average
prices of the main raw material are expected to firm up. On the other
hand, the demand for textiles and apparels is likely to weaken further
due to the impending slowdown in one of the key markets of the USA.

Unfortunately for the domestic textile companies, the overall business
environment has deteriorated at a time when many domestic players
have already commissioned additional manufacturing capacities and/
or are set to substantially increase their installed capacities. Conse-
quently, we believe that the Indian textile companies are likely to face
the triple impact of lower demand, higher raw material prices and
incremental cost of additional capacities (in terms of higher fixed cost,
interest and depreciation charges) during the current fiscal.

TEXTILE AUGUST 21, 2006

The USA is the largest importer of textile and apparels globally. Its
textiles and apparel imports grew by around 7% to a staggering
$89.2 billion in 2005. However, the growth in the demand has
slowed down considerably in the first half of the calendar year
2006. The US textile and apparel imports grew at a tepid rate of
1.15% to $42.8 billion till June 2006 (as per Office of Textiles and
Apparels [OTEXA]). The distinct signs of a slowdown in the US
economy would further dent the growth in the demand for the
textile and apparels segment.

Given the unfavourable scenario, We advise booking out of the
textile stocks under our coverage: Alok Industries, Aarvee Denim
and Exports, and Welspun India.

CASe hearing progresses
MEDIA AUGUST 29, 2006

The TRAI has issued a draft  regulation to mandate standard forms
of interconnection agreements (SIA) for areas that will see the roll-
out of the conditional access system (CAS) from January 01, 2007.
These areas as of now include the southern areas of the metro cities
of Mumbai, Delhi and Kolkata.
The regulation will take care of the revenue sharing formula be-
tween the broadcasters like Zee, Star, NDTV, TV18 etc, multi sys-
tem operators (MSO) like Siticable, Hathaway or Incablenet etc,
and the local cable operators (LCO).
The SIA will be applicable only in those cases where these three
entities have not been able to strike mutually acceptable agreements
on their own.

Positive for the broadcasters
We see the following impact  of these on the broadcasters.
1. The share of the broadcasters in the pay revenues has been kept

Change in law for good
The Lok Sabha yesterday made two key amendments to the Bank-
ing Companies (Acquisition and Transfer of Undertakings) Act:

n The first amendment allows the public sector banks (PSBs) to
raise money through preference share capital

n The other amendment seeks to halve the number of non-gov-
ernment directors on the board of the PSBs

The two amendments need to be approved by the Rajya Sabha and
be ratified by the President of India to come into effect. Also the PSBs
will be able to issue preference shares only once the Reserve Bank of
India (RBI) comes out with the guidelines regarding the same.

We believe that the recent change implemented by the Institute of
Chartered Accountants of India (ICAI) in the accounting standard
15 related to the calculation of retirement benefits like pension li-

BANKING AUGUST 24, 2006

SECTOR UPDATE

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of the companies mentioned in the article.

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of the companies mentioned in the article.

ability is likely to hit the earnings and book value of the public
sector banks (PSBs) in general and that of the State Bank of India
(SBI) in particular. The new accounting norms will come with retro-
spective effect from April 1, 2006.

The retirement benefits of an employee include three components:
pension, provident fund and gratuity. Till March 2006, companies
were required to calculate the probable pension as well as gratuity
liability on the basis of the current salaries of their employees. With
effect from April 2006, a company will have to calculate the retire-
ment benefits on the basis of the expected salary that it will be
paying to an employee over his tenure with the company.

at 45%, which is higher than the current share that ranges
between 15% and 30% for different channels.

The smaller channels that are not able to fetch a good share of
the total pay revenues will be benefited even more from the SIA.

2. With the increased commitment on the part of the government
to roll out the CAS in the four metros, the roll-out in the other
parts of the country will also speed up.

3. This will eventually result in higher declaration of the subscrib-
ers by the LCO, which is currently at only 20% of the actual
subscribers. Out of the total 65-70 million cable households in
India, the LCO declare only 11-15 million to the broadcasters
resulting in the loss of revenues.

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of the companies mentioned in the article.
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Exports to lead future growth
Clutch Auto Ltd (CAL) has witnessed a flurry of activity in the
recent times. Recently, it has acquired the clutch division of a US-
based company Pioneer Inc to distribute its products in the US
markets. The company's incessant efforts to boost its export rev-
enues seem to be paying off as it has bagged a $5.5 million order
from a Turkish company and another order from a Serbian firm. It
is also in talks with John Deere of the UK for the distribution of its
tractor clutches. We believe that all this would significantly boost
the company's export revenues in the coming times and help it to
gain a strong foothold in huge markets like the USA, Latin America,
Europe and the Middle East.

About CAL
CAL is one of the leading manufacturers of clutches in India. It

CLUTCH AUTO
VIEWPOINT AUGUST 16, 2006CMP: RS130

VIEWPOINT

Acquisition of Packaging India
Essel Propack Ltd (EPL) has acquired a 100% stake in the Chennai-
based Packaging India Private Ltd (PIPL) from the CavinKare group.
PIPL was set up in 1990 to meet the captive demand for flexible
packing needs of the CavinKare group. It has a state-of-the-art
manufacturing facility at Pondicherry with the average life of ma-
chines below three years. PIPL has a client base of reputed names in
the food product, personal care and detergent segments.

Reasonable valuation
The 100% stake has been acquired in an all-cash deal worth Rs63.5
crore. Including the Rs24 crore debt on the books of PIPL, the
acquisition has been done at a reasonably attractive valuation of
0.9x FY2006 PIPL's revenues of Rs98.9 crore. PIPL is a profitable

ESSEL PROPACK
VIEWPOINT AUGUST 31, 2006CMP: RS76

manufactures a wide range of clutches with clients in every segment,
namely the passenger cars, commercial vehicles (CVs), tractors, earth
moving vehicles, defense vehicles etc.

The company has a major presence in the tractor and commercial
vehicle clutches market in India. In the domestic market it mainly
caters to Tata Motors (nearly 60% of their requirement) and
Ashok Leyland (around 50% of their requirement). The company's
other customers include PTL, Escorts, New Holland, Eicher, TAFE,
Maruti, Bajaj Auto and Mahindra and Mahindra (M&M). At
present, the company enjoys a 35% share in the original equip-
ment manufacture (OEM) clutch market and a 38% share in the
replacement market.

company with an operating profit margin (OPM) of 14.4% and a
net margin of 3.9% in FY2006. PIPL has a healthy asset turnover
of 196% (more than double of EPL's 85%) and return on equity of
21.7% (much higher than 12.8% of EPL).

The management has indicated that the margins have been dragged
down by the capital expenditure (capex) undertaken for the exten-
sive modernisation of the manufacturing plant in the past couple of
years. Moreover, the utilisation levels were also reasonably low at
around 65% in FY2006.

EPL expects to utilise the strong internal accruals (around
Rs165-170 crore annually) to repay the debt taken to fund the
acquisition of PIPL.

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of the companies mentioned in the article.

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of the companies mentioned in the article.
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Analyst meet note
We recently attended the analyst meet of Ucal Fuel Systems (UFS).
We present an update below.

About UFS
UFS is a leading manufacturer of multi-point fuel injection (MPFI)
components and carburetors for two- and four-wheelers. It sup-
plies carburetors, air-supply valves and other engine components
to all the leading original equipment manufacturers (OEMs) like
Hero Honda Motors, Bajaj Auto, TVS Motor Company, Maruti
Udyog Ltd (MUL), Hyundai and Yamaha. It has technical and
financial collaboration with Mikuni of Japan, which holds a 26%
stake in the company.

In June 2005, UFS acquired 100% equity of Amtec Precision
Products, a US company manufacturing precision machined and

UCAL FUEL SYSTEMS
VIEWPOINT AUGUST 18, 2006CMP: RS123

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of the companies mentioned in the article.

specialised injection-moulded products for OEMs such as Siemens,
Emerson, Cummins and Parker. With the acquisition of Amtec,
UFS is all set to foray into the field of diesel injection components
as well.

UFS has reported disappointing results in the recent times as its
sales remained stagnant and the profitability was adversely affected
due to rising material costs. In Q1FY2007, the stand-alone profit
after tax slipped 57% to Rs2.9 crore from Rs6.7 crore last year.
The revenues have remained flat for the last two years with the
company witnessing a drop in the revenue from one of its key
clients�TVS Motor�in the two-wheeler segment. UFS supplies to
TVS Motor for the latter's Centra and Victor brands, both of which
have recorded declining sales volumes in the last two years.

Volume growth to drive earnings
We met the management of Murudeshwar Ceramics Limited (MCL)
and following are the key takeaways of the same.

n MCL is well positioned to take advantage of the construction
and retail boom in the country. For this, the company has in-
creased its vitrified tile capacity at Karaikal by 6,000 square
metres per day as well as marked its re-entry in the ceramic tile
segment with a total capacity of 24,000 square metres per day.

n MCL enjoys the highest operating margin in the tile industry
due to its presence in the vitrified tile segment which carries 3-4
times higher realisations as compared to the normal ceramic
tiles. Beside the company has its own quarry and processing
unit for China clay, which is one of the key raw materials used
for the manufacture of tiles.

MURUDESHWAR CERAMICS
VIEWPOINT AUGUST 30, 2006CMP: RS106

n MCL�s Karaikal unit enjoys the advantage of regular and cheap
availability of natural gas. The company has entered into a gas
supply agreement with GAIL at Rs5.60 per standard cubic metre
(scmd) for the period FY2003-08. MCL has already tied up the
gas supply agreement for the capacity expansion at the Karaikal
unit. However, the pricing dynamics prevailing post-FY2008
will remain a question mark.

n MCL�s re-entry into the ceramic tile segment may put down-
ward pressure on the company�s operating margins. The ce-
ramic business earns an operating margin of 14-15%, which is
lower than the operating margin of 28-29% earned by the vit-
rified tiles. But, the new capacity of 24,000 square metres per
day will certainly give a boost to its revenues. In a nutshell, the
revenue growth will supersede the earnings growth.

For further details, please visit the Research section of our website, sharekhan.com

The author doesn�t hold any investment in any of the companies mentioned in the article.

VIEWPOINT
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SHAREKHAN EARNINGS GUIDE Prices as on September 01, 2006

 Company Price Sales Net Profit EPS (%) EPS PE (x)      ROCE (%) RONW (%) DPS Div
(Rs) Growth   Yield

(%)

Evergreen

HDFC Bank 853.2 3,759.5      5,207.2 6,867.0 870.7 1,125.2 1,472.2 27.8 35.9 47.0 30% 30.7 23.8 18.3 - - 17.7 19.6 5.5 0.6

Infosys Tech 1,808.8 9,521.0 13,758.0 18,704.0 2,458.0 3,673.0 4,602.0 44.6 65.8 81.0 35% 40.6 27.5 22.4     44.2     43.3     38.9      37.4 11.5 0.6

Reliance Ind 1,117.6 81,211.0 85,859.1 86,153.6 9,069.0 9,699.7 9,734.8 65.0 70.4 69.7 4% 17.3 16.0 16.1 25.1 23.0 18.4 15.7 10.0 0.9

TCS 996.1 13,245.0 18,066.0 23,442.0 2,911.0 3,846.0 4,828.0 29.8 39.3 49.4 29% 16.7 12.7 10.1 38.5 35.6 43.5 38.1 5.8 0.6

Applegreen

ACC 909.7 3,160.2 5,654.8 6,167.2 310.5 914.2 1,058.2 16.8 48.54 56.18 83% 54.4 18.9 16.3 31.6 33.5 28.7 25.8 8.0 0.9

Aditya Birla Nuvo 802.4 4,830.3 8,081.4 10,598.3 188.8 285.1 360.9 24.5 36.8 46.6 38% 32.7 21.8 17.2 7.9 6.8 14.0 16.2 5.0 0.6

Bajaj Auto 2,697.5 7,703.7 9,652.4 11,350.0 1,107.7 1,324.7 1,545.8 110.4 138.0 166.7 23% 24.8 19.8 16.4 21.5 23.5 20.7 21.6 25.0 0.9

Bank of Baroda 250.6 4,515.2 5,075.8 5,698.0 827.0 976.1 1,391.1 22.6 26.7 38.06 30% 43.5 36.9 25.9 - - 11.9 15.2 5.0 0.5

Bank of India 142.7 3,816.4 4,335.6 4,830.4 701.4 755.6 879.3 14.4 15.5 18.01 12% 157.7 146.4 125.8 - - 14.4 14.9 3.4 0.2

Bharat Bijlee 992.4 301.1 384.5 450.9 30.5 39.9 49.3 54.8 70.6 87.3 26% 17.9 13.9 11.3 40.2 36.5 35.8 31.8 13.0 1.3

BHEL 2,261.0 13,289.0 18,405.0 22,700.0 1,679.0 2,416.8 3,066.0 68.6 98.7 125.2 35% 33.0 23.0 18.1 43.0 44.9 26.1 26.2 8.0 0.4

Canara Bank 221.2 5,044.0 5,648.4 6,347.2 1,106.5 1,250.5 1,608.3 27.0 30.5 39.2 21% 8.3 7.4 5.7 - - 16.5 18.5 7.0 2.2

Corp Bank 313.0 1,798.3 1,947.3 2,209.2 444.5 502.0 615.6 31.1 35.1 43.1 18% 10.1 9.0 7.3 - - 14.8 15.6 7.0 2.2

Crompton Greaves 209.0 4,131.4 5,082.7 5,931.0 228.9 266.9 329.8 8.7 10.2 12.6 20% 24.0 20.6 16.6 32.0 33.8 26.6 25.4 1.4 0.7

Elder Pharma 365.8 350.8 408.0 527.3 37.7 51.8 69.1 21.6 27.9 37.2 31% 17.0 13.2 9.9 17.5 19.3 17.5 19.0 2.5 0.7

Grasim 2,253.5 9,715.0   11,586.0  13,090.3 928.7    1,544.8    1,837.5 101.3   168.5   200.4 41% 22.3 13.4 11.3 28.8 30.9 23.2 23.1 16.0 0.7

Godrej Consumer 176.8 699.7         917.5     1,062.9 119.4        150.0        184.3 5.3        6.6        8.2 24% 33.3 26.5 21.6 84.5 89.9 143.6 112.0 3.5 2.0

HLL * 234.6 11,060.6   12,486.3  13,828.3 1,310.5    1,658.7    2,013.8 6.0        7.5        9.1 23% 39.5 31.6 26.0 67.7 62.6 57.9 53.3 5.0 2.1

Hyderabad Ind 302.5 450.3         485.0        535.4 37.7          50.3          61.0 53.8     67.1     81.4 23% 5.6 4.5 3.7 35.9 35.8 28.2 26.0 2.5 0.8

ICICI Bank 596.5 9,223.7 12,692.1 16,356.8 2,540.1 3,478.8 4,224.6 28.5 35.1 46.4 28% 21.4 17.4 13.1 - - 12.7 14.8 8.5 1.4

Indian Hotel Co 1,295.3 1,084.3 1,373.1 1,417.8 181.2 257.8 250.3 31.0 43.9 42.7 17% 41.6 29.4 30.2 18.3 16.7 13.5 12.0 13.0 1.0

ITC 191.3 9,790.5 10,817.2 12,674.6 2,275.8 2,791.3 3,312.4 6.1 7.4 8.8 20% 31.2 25.7 21.6 35.1 35.1 28.2 28.1 2.7 1.4

Lupin 502.1 1,695.4 1,972.3 2,200.5 173.0 239.0 303.0 21.5 29.8 37.6 32% 11.7 17.0 13.5 18.6 19.5 28.8 28.0 3.3 0.7

M&M 649.1 7,977.1 9,524.5 10,899.8 647.9 711.5 804.7 27.8 30.5 34.5 11% 23.5 21.4 18.9 20.9 21.2 20.5 19.6 6.5 1.0

Marico 510.4 1,143.9 1,473.3 1,688.4 86.4 111.1 144.6 14.9 19.2 24.9 29% 34.3 26.6 20.5 29.9 33.6 32.6 31.8 6.2 1.2

Maruti Udyog 861.4 12,052.2 14,108.7 17,040.1 1,189.0 1,450.1 1,782.3 41.1 50.2 61.7 23% 21.2 17.4 14.1 40.5 69.8 29.2 40.5 1.5 0.2

MRO-Tek 68.2 139.8 165.1 203.3 17.6 20.4 24.4 8.6 10.0 12.0 18% 7.8 6.7 5.6 31.7 32.2 20.5 20.9 1.3 1.9

Nicholas Piramal 226.2 1,582.5 1,737.4 2,034.2 120.7 255.9 320.1 5.8 12.2 15.3 62% 39.7 18.9 15.1 17.4 18.5 20.1 20.1 3.0 1.3

Omax Auto 93.5 578.6 684.3 829.5 20.0 31.8 44.5 9.4 14.9 20.8 49% 10.0 6.3 4.5 19.9 20.1 28.5 26.1 2.0 2.1

Ranbaxy* 406.8 5,281.6 6,028.6 6,932.9 261.0 650.0 831.9 7.0 16.3 20.8 72% 58.8 25.2 19.8 19.2 22.2 8.5 2.1

Satyam Computers 808.2 4,793.0 6,430.0 8,166.0 982.0 1,352.0 1,655.0 30.3 41.1 49.8 28% 26.8 19.8 16.3 27.8 27.9 25.9 25.9 5.0 0.6

SKF India* 286.0 775.0 1,375.1 1,572.1 60.7 120.2 158.2 16.1 22.8 30.0 37% 18.0 12.7 9.6 45.7 47.5 27.5 28.4 3.5 1.2

SBI 930.0 23,024.8 24,274.5 26,341.0 4,407.1 4,708.5 6,003.7 83.8 89.5 114.1 17% 11.1 10.4 8.2 - - 16.0 17.7 14.0 1.5

Sundaram Clayton 1,020.0 627.9 807.3 1,021.4 80.9 110.5 150.1 42.6 58.2 79.1 36% 23.5 17.2 12.6 31.7 32.0 28.5 28.9 9.0 0.9

Tata Motors 845.2 20,602.2 24,652.8 28,120.4 1,528.9 1,799.9 2,090.5 39.9 47.0 54.6 17% 21.4 18.2 15.7 20.0 20.2 27.7 26.0 10.0 1.2

Tata Tea 799.5 3,158.6 3,284.9 3,482.0 296.7 320.5 360.7 53.0 57.2 64.4 10% 15.2 14.1 12.5 15.3 16.9 18.9 18.3 12.0 1.5

Unichem Lab 236.6 455.8 553.6 634.9 70.1 89.6 102.1 19.5 24.9 28.4 21% 12.1 9.5 8.3 22.5 20.7 22.8 20.6 7.0 3.0

Wipro 517.9 10,611.0 13,861.0 17,431.0 2,027.0 2,592.0 3,279.0 14.2 18.2 23.0 27% 36.4 28.4 22.5 24.7 25.3 26.7 27.2 5.0 1.0

Emerging Star

3i Infotech 164.1 417.8 595.7 754.5 48.8 84.7 118.0 9.5 13.5 18.4 39% 17.3 12.2 8.9 14.5 17.0 20.8 22.9 1.0 0.6

Aban Loyd Chiles 1,226.5 490.1 564.5 1,101.0 84.0 98.4 232.4 20.5 21.6 55.0 64% 15.8 11.6 21.2 14.2 21.8 14.2 21.8 2.6 0.2

Cadila Healthcare 337.1 1,445.3 1,729.4 2,029.7 152.4 226.8 293.8 12.1 18.6 22.9 38% 13.8 18.6 14.4 22.7 23.9 26.7 27.5 3.0 0.9

KSB Pumps 513.1 358.5 444.1 497.2 38.0 58.7 70.4 21.8 33.7 40.4 36% 23.5 15.2 12.7 52.7 50.6 28.4 27.2 4.0 0.8

Marksans Pharma  115.0 297.4 391.3 535.5 22.9 37.9 73.5 6.4 10.5 20.4 79% 18.4 11.2 5.8 13.8 27.2 - -

Navneet Pub 294.3 294.3 372.3 434.3 35.6 44.8 55.4 18.7 23.5 29.1 25% 15.8 12.5 10.1 20.0 23.0 22.0 23.0 7.5 2.5

FY06 FY07E FY08E FY06 FY07E FY08E FY06 FY07E FY08E   FY08/FY06 FY06 FY07E FY08E FY06 FY07E FY06 FY07E (Rs)

* Year CY instead of FY ** June Ending Company



Sharekhan ValueLine September 200651

 Company Price Sales Net Profit EPS (%) EPS PE (x)      ROCE (%) RONW (%) DPS Div
(Rs) Growth   Yield

(%)

* Year CY instead of FY ** June Ending Company

FY06 FY07E FY08E FY06 FY07E FY08E FY06 FY07E FY08E   FY08/FY06 FY06 FY07E FY08E FY06 FY07E FY06 FY07E (Rs)

NDTV 195.0 221.0 269.1 337.0 24.1 42.4 73.4 4.0 6.7 11.7 71% 48.1 28.7 16.5 19.3 27.7 21.6 29.2 0.8 0.4

Orchid Chemicals 202.6 936.6 1,064.9 1,282.4 57.3 91.2 154.6 12.8 15.6 24.4 38% 15.9 13.1 8.4 10.1 12.7 10.9 14.9 3.0 1.5

ORG Infomatics 83.2 156.9 356.6 426.2 8.6 16.5 22.4 6.3 10.1 13.7 47% 13.2 8.2 6.1 25.4 21.2 17.5 19.1 - -

Solectron 167.9 83.3 136.7 167.9 9.9 13.2 15.0 6.7 8.9 10.1 23% 25.4 19.1 16.8 35.0 33.6 25.6 23.5 0.8 0.4

TV18 India *** 599.9 152.0 185.8 218.1 52.4 65.5 78.9 25.0 31.2 37.6 23% 23.4 18.7 15.5 25.6 24.1 29.5 26.4 2.5 0.4

Thermax 292.3 1,624.3 2,115.6 2,633.2 100.9 156.7 227.5 8.5 13.2 19.1 50% 35.0 22.5 15.6 45.1 46.9 27.0 29.5 3.4 1.1

TVS Motors 92.9 3,236.3 3,865.1 4,742.2 117.0 193.7 327.2 4.9 8.2 13.8 68% 19.9 11.9 7.1 27.0 38.6 21.1 27.0 1.3 1.3

UTI Bank 342.9 1,595.5 1,961.0 2,255.2 485.0 579.1 732.3 17.4 20.8 26.3 23% 19.9 16.6 13.2 - - 18.7 20.2 3.5 1.0

Welspun Guj 73.6 1,829.8 2,743.7 3,620.6 61.3 102.1 186.9 3.6 6.0 11.1 76% 20.6 12.3 6.7 10.0 15.9 9.5 14.8 - -

Ugly Duckling

Ashok Leyland 39.6 5,247.7 6,415.9 7,644.9 305.6 406.7 503.5 2.5 3.1 3.8 23% 16.0 12.9 10.5 25.9 28.8 20.4 24.2 1.2 3.0

Deepak Fert 81.0 524.5 758.4 963.6 74.6 109.2 139.1 8.5 12.4 15.8 36% 9.7 6.7 5.2 13.6 16.1 16.2 18.2 3.0 3.6

Genus Overseas 194.8 212.1 351.0 444.0 14.1 20.2 30.5 13.5 16.2 24.6 35% 14.3 11.9 7.9 14.0 17.0 20.1 23.8 1.5 0.8

HCL Tech** 579.8 4,388.3 5,698.6 7,384.5 773.9 972.1 1,224.0 24.1 30.5 38.0 26% 24.1 19.1 15.3 25.5 28.3 21.7 23.1 16.0 2.8

ICI India 313.1 992.4 931.4 1,051.6 53.7 71.0 94.7 13.1 17.4 23.2 33% 24.0 18.0 13.5 10.1 13.1 11.1 12.3 6.0 1.9

JM Financial 743.8 335.0 452.3 565.3 73.9 99.8 124.7 27.4 33.3 41.6 23% 28.0 23.1 18.5 - - 19.2 18.0 2.5 0.3

Jaiprakash Asso 431.5 3,715.6 4,384.4 5,235.0 379.4 443.6 638.4 19.5 22.8 32.8 30% 22.0 18.8 13.1 14.9 16.4 25.2 24.4 2.5 0.6

KEI Industries 299.2 326.7 516.2 670.4 26.0 46.7 58.0 25.8 39.6 49.2 38% 11.7 7.7 6.2 32.8 31.2 39.8 32.9 2.0 0.7

NIIT Technologies 186.5 607.5 779.8 927.4 66.3 84.7 106.1 17.2 21.9 27.5 26% 10.9 8.6 6.8 29.5 30.2 29.9 28.5

PNB 469.8 6,147.6 6,539.0 7,425.6 1,439.5 1,630.4 2,053.7 45.7 51.8 65.2 19% 10.2 9.0 7.1 - - 16.6 17.9 6.0 1.3

Ratnamani Metals 340.0 319.1 438.5 507.8 33.5 43.4 53.0 37.2 45.9 56.1 23% 9.1 7.4 6.1 36.3 36.5 42.4 35.9 2.5 0.7

Sanghvi Movers 676.0 149.1 222.6 282.6 32.2 48.3 62.2 44.1 61.2 78.8 34% 15.2 10.9 8.5 26.2 24.3 29.5 28.5 5.0 0.7

Saregama India 176.6 126.6 153.1 178.4 6.4 14.5 24.3 4.3 9.9 16.6 96% 40.7 17.7 10.5 19.6 22.4 18.8 25.2 - -

Selan Exploration 68.6 18.7 21.3 38.4 6.6 8.1 17.6 4.6 5.6 12.2 63% 14.6 12.0 5.5 37.3 47.3 19.6 29.8 - -

Subros 211.1 565.1 610.3 708.7 24.3 28.6 43.4 20.3 23.8 36.2 34% 10.7 9.1 6.0 21.4 28.1 18.6 22.4 3.0 1.4

Sun Pharma 905.8 1,735.8 2,089.6 2,409.3 573.2 710.5 837.2 30.9 34.3 40.4 14% 29.2 26.3 22.4 21.4 28.1 18.6 22.4 5.5 0.6

Surya Pharma 90.2 236.5 401.8 462.1 23.9 36.8 42.4 16.2 25.5 29.3 34% 5.5 3.5 3.1 15.6 23.9

UltraTech Cement 769.0 3,326.0 4,612.0 5,268.0 165.5 668.1 759.4 13.3 53.7 61.0 114% 57.7 14.3 12.6 29.0 28.8 36.7 28.5 0.8 0.1

Union Bank of India 116.9 2,999.4      3,427.6     3,859.5 675.2        919.7    1,132.6 13.4     18.2     22.4 30% 8.9 6.5 5.3  -  - 18.8 20.0 3.5 3.0

Universal Cables 99.7 291.0 435.8 - 19.5 27.9 - 9.8 13.9 - - 9.9 7.0 - 21.0 - 22.2 1.0 1.0

Wockhardt* 364.6 1,412.1 1,578.4 1,838.1 257.1 279.7 330.0 23.5 23.4 27.6 8% 15.5 15.6 13.2 17.2 17.4 24.2 22.2 5.0 1.4

Vulture�s Pick

Esab India 366.5 237.6         276.5        325.6 36.2 45.8 59.9 23.5     29.7     38.9 29% 15.8 12.5 9.5 102.0 74.0 56.0 42.0 26.0 7.0

Orient Paper 429.0 867.0 966.6 1,123.1 39.9 74.5 100.2 27.0 50.1 67.7 58% 17.5 9.4 7.0 24.1 26.3 66.5 48.2 - -

WS Industries 47.9 148.5 180.0 205.0 4.4 9.8 14.9 2.4 4.6 7.0 71% 19.8 10.3 6.8 15.9 14.8 13.9 17.4 - -

Cannonball

Allahabad Bank 73.3 2,193.6 2,436.1 2,791.5 706.1 652.9 973.7 15.8 14.6 21.8 17% 4.7 5.1 3.4 - - 16.8 21.6 4.0 5.4

Andhra Bank 87.4 1,627.1 1,877.1 2,150.6 485.5 518.1 644.2 10.0 10.7 13.3 15% 8.8 8.2 6.6 - - 17.0 19.0 3.5 4.0

Cipla 250.0 2,897.4 3,651.1 4,344.8 607.6 758.8 938.5 7.8 9.8 12.1 25% 12.5 26.0 21.0 26.0 25.9 22.6 22.7 1.2 0.5

Gateway Dist 172.8 136.7 174.1 244.6 72.3 89.6 127.6 7.8 9.7 13.8 33% 22.8 18.4 12.9 15.0 18.6 12.8 15.4 2.0 1.1

ICIL 296.4 66.8 92.8 106.1 5.7 9.5 11.3 24.0 39.9 47.2 40% 12.5 7.5 6.4 33.9 30.8 22.9 21.6 2.5 0.8

J K Cements 169.6 939.8 1,135.0 1,282.1 32.6 93.4 146.1 4.7 13.4 20.9 112% 36.5 12.7 8.1 14.8 19.9 12.2 16.0 - -

Madras Cements 2,852.7 1,008.4 1,344.1 1,540.5 79.9 243.0 302.3 66.2 201.2 250.3 94% 43.7 14.4 11.5 35.4 30.5 39.7 34.2 10.0 0.3

Shree Cement 953.7 694.8 1,157.6 1,514.7 152.6 281.0 360.6 43.8 80.6 103.5 54% 21.8 11.8 9.2 40.0 36.8 50.1 40.0 4.0 0.4

TCI 272.6 864.1 928.1 1,017.3 14.5 18.3 22.1 13.8 17.4 21.1 24% 19.9 15.8 13.0 15.2 16.0 19.6 19.8 - -
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Evergreen

HDFC Bank w The consistent growth of 31% quarter on quarter makes HDFC Bank, India's leading private sector bank, a safe bet.
The risk from the interest rate volatility is low as its fee income/net income ratio is the highest in the industry at 30%.
It will not have to dilute its equity for a long time as its Tier-I capital adequacy ratio stands at a high of 8.3%.

Infosys Tech w Infosys is India's premier IT and IT-enabled services company. It is one of the key beneficiaries of the strong trend
of offshore outsourcing. Moreover, despite the cost pressures, the company has proven its ability to maintain its
profitability.

Reliance Ind w RIL's refining business remains strong due to the strong margins of $10.3/barrel. The upswing in the petrochemical
cycle is likely to continue for the next 18-24 months. It has nearly 20tcf of gas reserves, the value of which works out
to Rs362 per share. Its subsidiary, RPL, adds another Rs166 per share to the stock price.

TCS w TCS pioneered the IT services outsourcing business from India and is the largest IT services firm in the country. It
is a leader in most service offerings and is in the process of further consolidating its leadership position through the
inorganic route.

Apple Green

ACC w ACC is India�s largest cement maker in the country and will be the primary beneficiary of the improving cement
demand-supply equilibrium. The volume boost from the expanded capacity and the cost reduction through captive
power plants shall boost its profitability. Holcim's strategic stake in it will result in the unlocking of value.

Aditya Birla Nuvo w Aditya Birla Nuvo participates in India's four most exciting sectors: garments, insurance, telecom and IT/IT enabled
services. It has a perfect strategy: to earn cash from its cash cow businesses, such as carbon black, rayon and fertilisers,
and invest in high-growth businesses, such as garments, insurance, telecom and IT/IT enabled services.

Bajaj Auto w Bajaj Auto is a leading two-wheeler automobile company. It shall benefit from the continuation of secular growth
in the two-wheeler market over next two years and its successful new launches. The pick-up in three-wheeler segment
should help in improving its profitability further. Its insurance subsidiaries and investment book shall add significant
value to its stock price.

Bank of Baroda w  BOB, with a wide network of over 2,700 branches across the country, has a stronghold in the western and eastern
parts of India. With only around 35% of its investment portfolio in the available-for-sale category and its duration
at 2.7 years, the bank has insulated its investment portfolio very well from the risk of rising interest rates. We expect
a strong 16.1% growth in its core revenue and a 29% growth in its earnings over FY2006-08E.

Bank of India w BOI has a wide network of 2,628 branches across the country and 24 branches abroad. With only around 30% of
its investment portfolio in the available-for-sale category and its duration at 2.0 years, the bank has insulated its
investment portfolio very well from the risk of rising interest rates. We expect a strong 13.6% growth in its core
revenues and a 12% growth in its earnings over FY2006-08E.

Bharat Bijlee w Bharat Bijlee, a leading transformer manufacturing company, shall benefit from huge investments in the T&D sector.
Its OPM and RoCE are all set to improve substantially on transfer of the low-margin elevator business.

BHEL w BHEL, India�s biggest power equipment manufacturer will be the prime beneficiary of a four-fold increase in the
investments being made in the power sector. Its order book of Rs33,800 crore has grown at a CAGR of 38% for
the last three years and we expect it to maintain the growth momentum.

Canara Bank w Canara Bank, with a wide network of 2,513 branches across the country, has a stronghold in the southern parts of
India especially in states like Andhra Pradesh and Karnataka. With nearly 52.6% of its investment portfolio in the
available-for-sale category and its duration at 3.6 years, the bank faces some risk from the rising interest rates. We
expect a strong 13% growth in its core revenues and a 21% growth in its earnings over FY2006-08E.

Corp Bank w Corp Bank is the most efficient bank in the sector with the lowest cost/income ratio and the highest Tier-I CAR. This
leaves ample scope to leverage balance sheet without diluting equity, quite unlike the other state-owned banks. It is
most aggressive on technology implementation with almost 100% of business and all the branches likely to be covered
by core banking solution by FY2006. It has superior asset quality with NPAs at 0.8%.

Crompton Greavesw The outlook is buoyant for Crompton's key business of industrial and power systems. A strong order book of
Rs3,500 crore is equivalent to 0.9x FY2006 consolidated revenues and generates earnings visibility. The synergy from
the acquisitions of Pauwel and GTV will drive its consolidated earnings.

Elder Pharma w With leading big brands like Shelcal and Tiger Balm this company is set to make the most of the domestic demand
with line extensions and new molecules. Partnership agreements with foreign companies will reap good rewards for
Elder in the future.
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Grasim w Margins in the VSF and sponge iron businesses of Grasim would remain under pressure because of falling realisations
and rising input costs. The cement and chemical businesses would be the prime drivers of its profitability.

Godrej Consumer w Leading FMCG company Godrej Consumer is a good play on the expected consumption boom in the country's FMCG
sector. It is gaining share in the soap market, outpacing the industry in growth. It is a strong player in the highly under-
penetrated hair colour market. Its aggressive management is willing to take risks, eg the Rs130-crore Keyline UK
acquisition and the Rapidol acquisition in South Africa. There will be a huge upside in the company's consolidated
earnings from these acquisitions.

HLL w HLL is India's largest fast moving consumer good (FMCG) company. The volume growth is picking up in FMCG
sector and HLL is likely to be a key beneficiary. The rural demand growth will be icing on the cake. The company has
regained the pricing power in all the product segments. That along with stable raw material prices, turn-around of
loss-making businesses and tax saving should help it improve its profitability.

Hyderabad Ind w Hyderabad Industries is the leader in the Indian asbestos cement roofing industry. The company is expected to further
increase its presence in the sector on the back of its capacity expansion plans and increasing profitability due to the
hiving off of its engineering division.

ICICI Bank w ICICI Bank is India's second-largest bank. Its strong positioning in the retail advance segment gives it dual advantages
of a healthy growth in both loans and fee income. A key concern regarding non-performing assets (NPAs) is now
receding with NPAs below 1%. Various subsidiaries (LIC, General Insurance, ICICI Securities) add Rs150 to overall
valuation.

Indian Hotels Co w Indian Hotel with hotels across India is well poised to benefit from the current boom in the travel and tourism industry.
Its average room rate is expected to grow at a compounded annual growth rate (CAGR) of 11% and its occupancy
rates will be maintained in the FY2006-08 period. Its replacement cost is Rs1,400 per share. Thus its stock is trading
at a discount.

ITC w ITC's plan to diversify from the key business of cigarettes is paying off with the non-cigarette businesses of hotels,
paper and agri-products reporting a strong growth in revenues. The cigarette business would nurture the growth
of the businesses that are at nascent stage. As ITC gains leadership position in each of these businesses, we expect
its valuations to improve further, reducing the gap between its valuation and that of HLL.

Lupin w Leading pharma company Lupin is set to take off in the export market by targeting the US market for bulk statins
and cephalosporins while maintaining its dominance in the anti-TB segment globally.

M&M w M&M is a leading maker of tractors and utility vehicles in India. The growth momentum is likely to continue in the
tractor segment. Subsidiaries like MBT, M&M Financial Services and Mahindra Gesco are in the process of unlocking
their value by getting listed. Investments in the businesses in China and Romania, and in MSAT to pay off over the
coming three years.

Marico w Marico is India's leading FMCG company. Its core brands, Parachute and Saffola, have a strong footing in the market.
It intends to play on the broader beauty and health platform: soaps and functional foods. Its risk appetite is rising,
eg the acquisition of Nihar. The company is also directing its energies to the high-margin businesses, viz value-added
hair oil, Kaya and Sundari.

Maruti Udyog w Maruti is India's largest small car manufacturer. The company would be a significant beneficiary of the reduction in
excise duty on small cars in Budget 06-07. This is expected to lead to tremendous volume growth for the company.
Increased indigenisation and cost control measures to help improve margins.

MRO-TEK w A network access equipment provider, MRO-TEK has built a portfolio of a wide range of products with superior
technology. Given the lacklustre performance in the first quarter, we had downgraded the recommendation to hold.
An upgrade would depend on signs of an improvement in the performance.

Nicholas Piramal w Nicholas is working towards becoming the numero uno in contract manufacturing in the pharmaceutical sector. It
has signed deals with multinational firms which are expected to be revenue generators.

Omax Auto w A leading maker of auto components and auto ancillaries Omax has re-structured its revenue model by diversifying
its domestic customer base, increasing the share of exports in revenues and broadening its product range. It is
expanding its capacity to tap growth opportunities.

Ranbaxy w Ranbaxy is a leading pharma company and has a unique business model driven by Para-IV filings. Excellent core
business margins and solid research and development (R&D) pipeline make this pharma company unique.
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Satyam Comp w Satyam is among the top five Indian IT service companies. Despite the continued losses in its subsidiaries, it has shown
a marked improvement in its performance and to an extent addressed the key concern of losses in its subsidiaries.
However, the relatively high attrition rate and wage inflation are the major concerns limiting the re-rating of the stock.

SKF India w SKF, a leading bearing and engineering solution provider, enjoys good visibility in high-margin replacement market.
It will be the primary beneficiary of growing volumes of Indian automobile industry and the huge industrial investment
lined up by India Inc. It also plans to focus on its high-margin service division.

SBI w Despite being the largest bank of India, SBI growing at a high rate is highly commendable. Its loan growth is likely
to remain healthy at 20-25%. The net interest margins may see a marginal dip in the near future but will rebound
in FY2007E. The asset quality has been improving with NPAs falling to 1.7% of the net advances.

Sundaram Clayton w Sundaram Clayton, a strong player in the air brake and casting business, would benefit from the buoyancy in the
CV industry. Huge outsourcing to its parent, WABCO, and its early entry into the anti-lock braking system are
expected to augur well for the company.

Tata Motors w Over past two years Tata Tea has transformed itself from just a commodity (tea) seller to a branded tea maker. Tata
Tea has been acquiring companies globally in the specialty tea segment to expand its reach in various product categories
and also geographically by leveraging on the acquired companies' distribution networks. However, an over-leveraged
balance sheet has increased the near-term concerns with regard to the stock.

Tata Tea w Over past two years Tata Tea has transformed itself from just a commodity (tea) seller to a branded tea maker. Tata
Tea has been acquiring companies globally in the specialty tea segment to expand its reach in various product categories
and also geographically by leveraging on acquired company's distribution network. We believe that the stock's
valuations do not do justice to the company's derisked model.

Unichem Lab w Big brands in the domestic pharma market and a strong marketing network are the distinguishing features of Unichem.
It is now on the verge of making the most of the export potential.

Wipro w Wipro is one of the leading Indian IT services companies. The revival in the BPO business, strong traction in its existing
IT services business and the incremental growth from the recent inorganic initiatives have considerably improved the
growth visibility in the global software services business.

Emerging Star

 3i Infotech w 3i offers software products and solutions to the banking, financial services and insurance (BSFI) sector. The growth
momentum is expected to continue due to a healthy order book and the growing visibility of its product business
in the overseas markets. The benefits of the recent acquisitions will also get fully reflected in its performance in the
coming quarters.

 Aban Loyd Chiles w With crude oil prices touching an all-time high, Aban Loyd, one of Asia�s largest oil drilling companies, is all set to
reap benefits of increase in oil exploration and production (E&P) activities world over. Also with increased E&P
activities, drilling day rates are expected to rise significantly, benefiting its business.

 Cadila  w A giant in the domestic formulation space, Cadila is now moving to the high-margin markets of US generics. With
key subsidiaries expected to turn profitable in the near future, Cadila is all set to start harvesting the fruits of its long-
term investments.

 KSB Pumps w KSB Pumps, a leading maker of pumps and valves, is a beneficiary of the investments lined up in India�s power and
industrial sectors. The strong order inflow in the pump business and the capacity expansion in the valve business
would drive its growth.

 Marksans Pharma w Contract manufacturing orders and the lifestyle bulk drug business will drive the growth of Marksans Pharma. The
company is also working on developing a blockbuster contraceptive molecule that could boost its profits in the future.

 Navneet Pub w Navneet's earnings will continues to grow over FY2006-08 backed by the procedure of change in the syllabus in
Gujarat and Maharashtra. The effect of the spillover of the publications sales will be reflected in the Q2FY2007 results.
Going ahead, Navneet will also introduce new stationery products (non-paper), which will reduce its paper stationery.

 NDTV w NDTV is one of India's largest television production houses. With numerous revenue streams in its fold, such as a
global consulting tie-up, a global subscription alliance and an Internet venture, it has already put the building blocks
in place for a long-term growth.

 Orchid Chem w Orchid will benefit the most in the bulk and formulation market for cephalsoporins in the USA. With huge capacities
this pharma company is all set to cater to the US market as the molecules become generic.
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 ORG Infomatics w ORG Infomatics w ORG is focused on providing IT services in the convergent IT and telecom space. Driven by a
restructured business model, it has shown an exponential growth over the past couple of years. The growth
momentum is likely to be maintained due to a healthy order book and the reasonable size of its operations now.

 Solectron w Solectron manufactures quality electronic components and offers outsourced manufacturing services. Though the
performance was better than expectation in Q1, the upgrade in the recommendation would depend on the signs of
a revival in the component business.

 TV18 India w TV18 is India's leading media company. It has expanded its bouquet of channels from just one English business news
channel to four news channels, in both Hindi and English. Upside also from substantial rise in its pay revenue resulting
from (1) the new distribution agreement post-FY2006 and (2) the implementation of DTH system as and when it
happens and (3) internet ventures.

 Thermax w The continued rise in India Inc's capex will benefit Thermax' energy and environment businesses. It has a strong order
book of Rs2,666 crore which is equivalent to 1.6x FY2006 revenues and ensures visibility of earnings. Better
operational efficiencies coupled with cost management will lead to a 150-basis-point expansion in margin.

 TVS Motors w TVS Motor is a perfect play on the booming two-wheeler industry. Its recently launched bike, Apache, has won huge
accolades and is expected to capture a 13% share of the premium segment in FY2007. With rising volumes in the
motorcycle segment, cost-cutting measures, improved product mix, entry into the three-wheeler segment, and
increasing presence in the export markets, the margins are set to improve.

 UTI Bank w Over last few years UTI Bank has grown its balance sheet aggressively. We expect quality of its earnings to improve
as the proportion of fee income goes up. Its asset quality would improve to near zero level by FY2007.

 Welspun Guj w Welspun Gujarat is best placed to capitalise on the immense growth opportunity in the saw pipe space. However, its
backward integration plans have been delayed by 4-6 months, leading us to downgrade the FY2008E earnings and
the price target to Rs84.

Ugly Duckling

 Ashok Leyland w Ashok Leyland is purely a play on the boom in the country's CV industry. With diversified revenue streams, good
product mix and strong distribution network, ALL is expected to outperform the industry. Initiatives on value
engineering and e-sourcing of materials are likely to improve the margins going forward.

 Deepak Fert w Deepak Fertiliser manufactures and supplies industrial chemicals. The industrial upsurge will increase the demand
for bulk chemicals. A new 70,000MTPA capacity for producing IPA will act as an inflexion point for its top and bottom
lines. Its stock gives a dividend yield of 4.9%. It also has plans to expand its ammonium nitrate capacity at a cost of
Rs400 crore. Despite a Rs700-crore capex, there is no equity dilution and the debt/equity ratio remains comfortable.

 Genus Overseas w Genus, India�s leading electric meter manufacturing company, is all set to reap the benefits of the APDRP initiatives
like the 100% metering programme and the replacement of mechanical meters by electronic meters. A healthy order
book of Rs414 crore will maintain growth in its revenue and profitability.

 HCL Tech w HCL Tech is one of the leading Indian IT services vendors. It has announced a slew of large-sized order wins, ranging
in size from $50 million to $300 million. Though this has considerably improved its revenue growth visibility, the
delay in the ramp-up of business from these large deals has been a concerning factor.

 ICI India w We expect ICI's paint and starch business to grow at a CAGR of 20% over next two years. ICI is selling its surfactant
business and the cash will be used to buy back its shares. After buy-back it will have Rs162 per share of cash and
cash equivalent.

 JM Financial w JM Financial is a non-banking financial company. It is consolidating its position in the financial service industries
with the merger of its subsidiaries. Due to buoyancy in the Indian equity market and the flurry of activity in the IPO
market, we expect a strong growth in JM Financials' earnings. The preferential issue of shares at Rs639 (much higher
than its book value) has boosted its book value substantially.

 Jaiprakash Asso w Jaiprakash Associate, India�s leading cement and construction company, is all set to reap the benefits of the huge
investments to be made in India�s infrastructure. A healthy order book of Rs8,725 crore provides strong visibility
to its earnings.

 KEI Industries w KEI makes stainless steel wires, cables and winding wires. It is expected to be a major beneficiary of the pick-up in
investments in the power generation as well as transmission and distribution sectors. On the back of these investments
we expect its revenues and earnings to grow at a CAGR of 52% and 38.2% respectively over FY2006-08E.
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 NIIT Tech w NIIT Tech was formed by hiving off the software services business of NIIT into a separate entity in June 2004. It is
focused on three key industry domains and is likely to benefit from the inorganic initiatives and restructuring
undertaken to consolidate the client base.

PNB w PNB is the best in the banking industry in terms of deposit mix with low cost deposits constituting 45% of its total
deposits. It has the lowest NPAs amongst the public sector banks. A strong retail franchise and technology focus will
help boost its loan and fee businesses. However a high level of AFS bond portfolio poses a risk in a rising interest
rate scenario.

 Ratnamani Metals w Ratnamani is the largest maker of stainless steel (SS) tubes and pipes in the country. Given the buoyant demand for
SS tubes and pipes from its clients including BHEL and L&T, and a strong order book of Rs350 crore, we expect
its earnings to grow at a 24% CAGR from FY2006-08.

 Sanghvi Movers w Sanghvi Movers is the largest crane hiring company in Asia. It is a perfect asset play on the upsurge in the country's
capex cycle. The usage of cranes is an essential part of investment spending and of the projects being undertaken by
Indian companies; this bodes well for the company. Its strong cash flows make it an attractive investment.

 Saregama India w Saregama is in the business of music and home entertainment, and has a repertoire of around 3 lakh songs spread
across a number of languages.  We expect a strong growth in Saregama's earnings from the sale of music in non-physical
format with tremendous growth in the value-added services in the telecom sector and the expansion of the radio
broadcast sector.

 Selan Exploration w Selan is an oil exploration & production company with five oil fields in the oil rich Cambay Basin, Gujarat. The
initiatives taken to develop and monitise the oil reserves in its Bakrol oil field are likely to significantly ramp up the
production capacity and result in a re-rating of the stock.

 Subros w Subros, the largest integrated manufacturer of automobile air conditioning systems in India, is expected to be a prime
beneficiary of buoyancy in the passenger cars segment. It is a strong play on growth plans of Maruti Udyog and Tata
Motors, who are expanding their capacities. It plans to double its capacity in next two years which in turn will maintain
momentum in its earnings growth.

 Sun Pharma w Targeting niche and specialty segments like psychiatry and cardiology, Sun Pharma has the best margins in the sector.
Cheap acquisitions, export focus and high-margin product portfolio make it a good Buy.

 Surya Pharma w A shift to a high-margin product portfolio is the name of the game and Surya is well aware of it. The cephalosporin
opportunity would result in sweet fruits for this pharma company.

 UltraTech Cementw UltraTech�s high leverage to cement prices and increased utilisation levels will drive its earnings. Synergies with Grasim
will reduce its freight cost and installation of captive power plants shall reduce its power cost. All this should improve
its operating margins.

UBI w Union Bank provides banking products and services. It has a strong branch network and an all-India presence. The
NPAs are at less than 2% and expected to go down to 1.2% by 2007.  With the biggest chunk of its investment portfolio
in the held till maturity segment, UBI is perfectly guarded against the interest rate increases. With an average RoE of
18.9% over FY2004-08E, the bank is available at attractive valuations.

 Universal Cables w Universal Cables is a leading player in the Indian power cable segment and hence would be one of the biggest
beneficiaries of the huge demand for power cables over the next couple of years. It has investments that are worth
Rs68 per share of its group companies.

 Wockhardt w Wockhardt's bio-generic business would generate growth over long term. It has a strong pipeline with 23 ANDAs
pending approval. Inorganic growth is in the offing with funds close to US$900 million expected to be raised.

Vultures�s Pick

Esab India w Change in positioning from low margin, high volume products to quality and high margin products. Double-digit
manufacturing sector growth to help business of electrodes and welding equipment.

 Orient Paper w Orient Paper to benefit from upswing in both its businesses: paper and cement. Volume growth in cement business
through increased blending and a captive power plant would drive the profitability of cement division. Rising paper
prices to stage a turn-around for paper division. It also has investments worth Rs96 crore in its books.
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 WS Industries w WSI, a leading maker of insulators, is all set to reap the benefits of a three-fold increase in investment in the T&D segment
in India. A strong order book of about Rs110 crore and a shift to higher-margin product of hollow insulators will
drive the company's earnings. It plans to develop a 10-lakh-squarefeet IT park at Chennai. We believe the fair value
of the IT park is about Rs80 per share of WSI.

Cannonball

Allahabad Bank w Allahabad Bank, with a wide network of 1,933 branches across the country, has a stronghold in the northern and
eastern parts of India. With only around 35% of its investment portfolio in the available-for-sale category and its
duration at 3.7 years, the bank has insulated its investment portfolio very well from the risk of rising interest rates.
We expect a strong 15.7% growth in its core revenues and a 17.4% growth its earnings over FY2006-08E.

Andhra Bank w Andhra Bank, with a wide network of over 1,200 branches across the country, has a stronghold in the southern parts
of India, especially in Andhra Pradesh. With only around 39% of its investment portfolio in the available-for-sale category
and its duration at 2.0 years, the bank has insulated its investment portfolio very well from the risk of rising interest rates.
We expect a strong 16% growth in its core revenues and a 15.2% growth in its earnings over FY2006-08E.

 Cipla w Partnership agreements with major international firms and low R&D costs are what drive Cipla. This pharma
company has a business model similar to that of only a few in the business.

 Gateway Dist w Gateway, a leading port-based logistic facilitator, has strong presence at JNPT, the country's biggest port, with a
market share of 25%. The commissioning of the third terminal at JNPT augurs well for it and consequently it is
expanding its TEU handling capacity in a big way.

 ICIL w International Combustion, which makes gear motors & boxes, polymers, heavy engineering equipment etc, is a good
play on India Inc's current capex plans, especially in the sugar and steel industries. The emerging outsourcing trend
in the gear motors space should lead to an earnings surprise. Its strong order book of Rs68 crore is equivalent to
1.0x FY2006 revenues and ensures visibility of earnings.

 J K Cements w JK Cements' plants have achieved a double-digit cumulative growth (of 10.73%) in sales volume over the last five
years (2000-2004), the highest for any plant situated in north India. Currently its stock is trading at an EV of US$62
per tonne of cement, which is a 20% discount to the replacement cost of a cement plant.

 Madras Cements w Madras Cement, amongst the most efficient producers of cement, will be a prime beneficiary of the upturn in the cement
cycle down south. It is setting up of a 36MW captive power plant for its Alathiyur facility. This will result in substantial
savings in power cost, which will further add to earnings growth.

 Shree Cement w Shree, a leading cement manufacturer in the north, is all set to reap the benefits of its capacity expansion plans with
the commissioning of its new 1.2-million-tonne cement plant. The boom in the cement cycle in the north and its cheapest
cost status shall help it in maintaining the growth momentum in its earnings.

TCI w TCI, a leading logistic solution provider, is rightly focusing on its high-growth logistic business and high-margin
express cargo business. Driven by the exponential growth in the logistic business and the incremental revenue from
the express cargo business, its earnings are expected to grow substantially.
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Ahmedabad - Maninagar
208, Rajvi Complex, Opp Rambaug Police Station, Maninagar,
Ahmedabad-380 008. Tel: (079) 25454511/12/13/14/15
e-mail: jignesh.shah@branch.sharekhan.com
Ahmedabad - Navrangpura
201/202, Dynamic House, Near Vijay Cross Road,
Navrangpura, Ahmedabad-380009. Tel: (079) 66060141to 52
e-mail: pareshpatel@branch.sharekhan.com
Ajmer
195/11, Rajhonda, Kutchery Road, Ajmer-305 001. Tel: (0145)
5100919/920. e-mail: yogeshc@branch.sharekhan.com
Amravati
Jagdamba Arcade, 2nd Floor, Near Amba Gate, Gandhi
Chowk, Amravati-444601. Tel: (0721) 2569558/ 2564673
e-mail: parthraja@branch.sharekhan.com
Amritsar
17/9, Kennedy Avenue Market,  Opp Income Tax Office,
Amritsar-143001. Tel: (0183) 2402847 / 5007724 / 5050200
e-mail: vikramb@branch.sharekhan.com
Anand
F/5, Prarthana Vihar Complex, 1st Floor, Near Panchal Hall,
Vidyanagar Road, Anand, Gujarat - 388 001. Tel: (02692)
245612 - 16/577536. e-mail: praptij@branch.sharekhan.com
Anand - Vidyanagar
1st Floor, P.M.Chamber, Mota Bazar, Vallabh Vidyanagar,
Anand, Gujarat - 388120. Tel: (02692) 239146 / 47
e-mail: chetanvegad@branch.sharekhan.com
Ankleshwar
Nos F-1, F-2 & F-3, 1st Floor, Shree Narmada Arcade, Opp
HDFC Bank, Ankleshwar - 393002. Tel: (02646) 227120/21.
e-mail: hemangp@branch.sharekhan.com
Bangalore - Jayanagar
442, "Vasavi Plaza" I Floor, 11th Main, Opp Global Trust Bank, IV
Block, Jayanagar, Bangalore - 560011. Tel: (080) 26535643
to 46. e-mail: channaraj@branch.sharekhan.com
Bangalore - Gandhinagar
Brigade Majestic, 201 A Block, 2nd Floor, 25 Kalidasa Marg,
1st Main Road, Gandhinagar, Bangalore - 560009. Tel: (080)
2202339 to 43. e-mail: basappa@branch.sharekhan.com
Bangalore - Koramangala
Emerald Towers, No 147, KHB Colony, 5th Main, 5th Block,
Koramangala, Bangalore-560 095. Tel: (080) 41314700 to 05
e-mail: sunil@branch.sharekhan.com
Bangalore - Indiranagar
1132, Anand Embassy, 3rd Floor,  Above Food World,
100 Feet Road, Indiranagar, Bangalore - 560 038.
Tel: (080) 41480330. e-mail: biju@branch.sharekhan.com
Bangalore - Malleshwaram
No 311, 2nd Floor, 2nd Main, Between 15th and 16th Cross,
Sampige Road, Malleshwaram, Bangalore - 560003.
Tel: (080)41491100 - 19. e-mail: venu@branch.sharekhan.com
Bareilly
148, Civil Lines, Bareilly-243 001. (U.P.). Tel: (0581) 3207546
e-mail: atul_v@branch.sharekhan.com

Bharuch
221-227, 2nd Floor, Dream Land Plaza, Opp Nagar Palika,
Station Road, Bharuch - 392 001. Tel: (02642) 244998/99.
e-mail: shailesh@branch.sharekhan.com
Bhavnagar
Gangotri Plaza, Plot No-8A 3 rd Floor , Opp Dakshinamurti
School, Waghawadi Road, Bhavnagar, Gujarat - 364 001.
Tel: (0278) 2573938/2573939/2571333/3201333
e-mail: vimalr@branch.sharekhan.com
Bhubaneshwar
A/B-2nd Floor, 501/1741, Centre Point, Unit No.3, Kharvel
Nagar, Bhubaneshwar-751 001. Tel: (0674) 2501131/2501129
e-mail: sabitri@branch.sharekhan.com
Bhopal
House No 15-B, 1st Floor, Plot No 9-B, Malviya Nagar,
Rajbhawan Road, Bhopal-462 003. Tel: (0755) 4262200 /
4291600. e-mail: sujay@branch.sharekhan.com
Bikaner
102, Nagpal Complex, First Floor, Opp DRM Office, Bikaner,
Rajasthan-334 001. Tel: (0151) 2200100 / 3297400
e-mail: rahuls@branch.sharekhan.com
Calicut
1st Floor, 6/1002 F, City Mall, Opp YMCA, Kannur Road, Calicut-
673001. Tel: (0495) 2369379.
e-mail: tvngirish@branch.sharekhan.com
Chandigarh
SCO 489-490, 2nd Floor, Sector-35C, Chandigarh,
Punjab - 160035. Tel (0172) 2603771/4647024.
e-mail: rohita@branch.sharekhan.com

Chennai - Alwarpeth
68, C P Ramasamy Road, 3rd Floor,  Alwarpet,
Chennai - 600 018. Tel:  (044) 43009001/02/03/04/05
e-mail: saravanan@branch.sharekhan.com

Chennai - Chetpet
G-2, Salzburg Square, 107-Harrington Road, Chetpet,
Chennai - 600031. Tel: (044) 28362800/2900.
e-mail: rajiv@branch.sharekhan.com

Chennai - Parrys
Begum Isphani Complex, No 44 Armenian Street, Parrys,
Chennai - 600001. Tel: (044) 42627917/18/19
e-mail: ketanshah@branch.sharekhan.com

Chennai - Purasawalkam
F-13, Dr Rajivi Tower, 231/28 Purasawalkam High Road, Opp
Gangadeeshwar Temple Tank, Chennai - 600 007.
Tel: (044) 42176004 to 9.
e-mail: krishna@branch.sharekhan.com

Coimbatore
Vignesvar Cresta, 2nd Block, 3rd Floor,
1095 - Avinashi Road, P N Palayam, Coimbatore -641037.
Tel: (0422) 2213434/2214282/2218252/4351999/4351997
e-mail: mohan@branch.sharekhan.com

Erode
Selvam Agencies Building, Ist Floor, 97 Sathy Road,
Erode - 638003.  Tel: (0424) 2220111 / 2220211
e-mail: srinivasaprabu@branch.sharekhan.com

Erode - Gobichettipalayam
Chamundeswari Agencies Bldg, 279, Cutchery Street, Sathy
Main Road, Gobichettipalayam-638 452.
Tel: (04285) 229013/14/15.
e-mail: vijayakt@branch.sharekhan.com

Faizabad
Alka Tower, 11, 1st Floor, Rekabganj,  Faizabad-224001.
Tel: (05278) 224322.  e-mail: vipin@branch.sharekhan.com

Goa-Mapusa
St. Anthony Apartment, Ground Floor,
Shop No B/17, Feira Alta, Mapusa, Goa - 403507.
Tel: (0832) 2262641 / 2263958 / 2253744
e-mail: kamath@branch.sharekhan.com

Goa-Panaji
Hotel Manoshanti Building, Ground Floor,  Dr D V Road,
Panaji, Goa-403001 Tel: (0832) 2426824/42/46/47/48
e-mail: praveens@branch.sharekhan.com
Gorakhpur
Shop No 17, 1st Floor, M.P. Building, Golghar, Gorakhpur -
273001. Tel: (0551) 2340505 / 2339358 / 2339358
e-mail: vineetp@branch.sharekhan.com

Guntur
1st Floor, Sivaraj Arcade, D. No. 6-20-10, Arundelpet,
Guntur-522002. Tel: (0863) 6645711/722/733
e-mail: devadasu@branch.sharekhan.com

Gurgoan
GF 10, JMD Regent Square, DLF Phase- II, Opp Sahara Mall,
Main Mehrauli, Gurgaon Road, Gurgaon-122001, Haryana
Tel: (0124) 4104555. e-mail: manojs@branch.sharekhan.com

Gurgoan-II
SCF 89, 1st Floor, Sector 14, Urban Estate,
Gurgoan - 122 001. Tel: (0124) 4115431/32/2305430/31
e-mail: vineeta@branch.sharekhan.com

Hyderabad
7-1-22/3/1-5/C, Afzia Towers, 1st Floor, Begumpet,
Hyderabad-500016 Tel: (040) 40203544 (D) 55827469-70
e-mail: gopal@branch.sharekhan.com

Hyderabad-Begum Bazar
Municipal No 14-7-21, 14-7-21A, Ground Floor, Opp AP
Mahesh Bank, Begum Bazar, Hyderabad-500 012.
Tel: (040) 55742880-99.

Indore
102-104, Darshan Mall, 15/2 Race Course Road,
Indore - 452 001. Tel: (0731) 4205520 - 24 / 4205580
e-mail: ravis@branch.sharekhan.com

Jaipur
Flat No 401/402, 4th Floor, Green House, Ashok Marg,
C-scheme, Jaipur-302001. Tel: (0141) 2378019/20/5101065
e-mail: ashishd@branch.sharekhan.com

Jamshedpur
Block No 14, South Central Wing, 3rd Floor, Voltas House,
Main Road, Bistupur, Jamshedpur - 831 001.
Tel: (0657) 2426672 / 2426087 / 2426263 / 2426478
e-mail: anup_s@branch.sharekhan.com

A-206, Phoenix House, 2nd Floor, Senapati Bapat Marg, Lower Parel, Mumbai - 400 013.

Jamnagar
4/5, Avantika Commercial Complex, 2nd Floor, Limda
Lane Corner, Jamnagar-361 001. Tel: 0288-2554405/
2533133/ 2671559. e-mail: paras@branch.sharekhan.com
Jodhpur
A-3, 1st Floor, Olympic Tower, Station Road,
Jodhpur-342001. Tel: (0291) 2648000 / 4 / 5
e-mail: vinod@branch.sharekhan.com
Kochi
Chicago Plaza, 1st Floor, Rajaji Road,  Ernakulam,
Kochi-682 035. Tel: (0484) 2368411/12/13/17
e-mail: thomas@branch.sharekhan.com
Kochi - Vyttila
Thondiyil Plaza, 31/757-D, Thammanam Road,
Vyttila Junction, Kochi, Kerala - 682019.
Tel: (0484) 3259333, 2389061,  2389063, 2389064
e-mail: jose@branch.sharekhan.com
Kodungallur
1st Floor, Thoppil Tower, Near Pvt Busstand, Chanthapura,
Kodungallur - 680664. Tel: (0480) 2810147/157/167
e-mail: kamalkrishna@branch.sharekhan.com
Kolhapur
Office No 5, 3rd Floor, Ayodha Tower, Bldg No 1,511 /
KH -1/2, E-Ward, Dabholkar Corner, Station Road,
Kolhapur - 416 001. Tel: (0231) 6687063 /64 /65 / 66
e-mail: prakashm@branch.sharekhan.com

Kolkata
Kankaria Estate,1st floor, 6-Little Russell Street,
Kolkata - 700 071. Tel: (033) 22830055/ 22805555
e-mail: sanjay@branch.sharekhan.com

Kolkatta - Dalhousie
2nd Floor, Jardine Henderson Bldg, 4, Dr Rajendra Prasad
Sarani (Clive Row), Kolkatta - 700 001.  Tel: (033) 2231
7691/22317692. e-mail: bharatj@branch.sharekhan.com
Kolkatta - Durgapur
111/95, Nachal Road,  Benachity,  Dist Burdwan,
Durgapur, Kolkata - 713 213. Tel: 0343-2588015/16/17/19
e-mail: sanjeevk@branch.sharekhan.com

Kolkata - Howrah
45, Dobson Road, 1st Floor, Gangotri Apartments,
Howrah, Kolkata - 711 101. Tel: (033) 26661279 - 86.
e-mail: sourajyoti@branch.sharekhan.com
Kolkata - Saltlake
DL-78, Sector - 2, Saltlake City,  Kolkata 700 091.
Tel: (033) 23213582/2358184/1826/1830.
e-mail: vishal_lath@branch.sharekhan.com

Kollam
First Floor, A. Narayanan Shopping Complex,
Kadappakada, Kollam - 691008. Tel: (0474) 2769120 to 25
e-mail: rintog@branch.sharekhan.com
Lucknow
2/159, Vivek Khand, Gomti Nagar, Lucknow - 226 010.
Tel: (0522) 2398604 /4009826 to 34
e-mail: mradul@branch.sharekhan.com
Lucknow (Hazratganj)
1st Floor, Marie Gold, 4,Shahnajaf Road, Hazaratganj,
Lucknow-226 001. Tel: (0522) 4010342 / 43 / 44 / 45
e-mail: mradul@branch.sharekhan.com
Mehsana
14-15, First Floor, Prabhu Complex, Above HDFC Bank,
Near Rajkamal Petrol Pump, Highway, Mehsana - 384002.
Tel: (02762) 248980/249012/248966/248974
e-mail: kalpesh@branch.sharekhan.com
Mangalore
C-1, 1st Floor, Presidium Commercial Complex,
Anand Shetty Circle, Attavar,  Mangalore - 575001.
Tel: (0824) 4266402/3/4/6/7/8/ 4265258
e-mail: sanal@branch.sharekhan.com
Mysore
Shop No.3,Mythri Arcade (Next to Saraswathi Theatre),
Kantharaj Urs Road, Chamaraja Mohalla, Saraswati
Puram, Mysore-570 009. Tel: (0821) 4252601/02/03
e-mail: tonym@branch.sharekhan.com

Nadiad
Sarthak Building, 1st Floor, Near Santosh Building,
Santram Road, Nadiad, Gujarat - 387001.
Tel: (0268) 2561566 / 1567
e-mail: hiten@branch.sharekhan.com
Nagpur (C A)
409/412, Heera Plaza, Near Telephone Exchange Square,
Central Avenue, Nagpur-440 008. Tel: (0712) 2731922/23
e-mail: shailesh_k@branch.sharekhan.com
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