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Economic Update (Global) – April 2012

Emerging 
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• Retail sales in the U.S. rose more than forecast in March as Americans snapped up everything from cars and 
furniture to clothes and electronics. The 0.8 %gain was almost three times as large as projected and followed 
a 1 percent advance in February.

• US Building permits, a gauge of future construction, rose 4.5 % to a seasonally adjusted annual rate of 
747,000. That's the highest level since September 2008.

• The euro-zone preliminary composite purchasing managers’ index, fell to a five-month low of 47.4 in April 
from 49.1 in March, defying forecasts for a rise to 49.3. The manufacturing PMI gauge dropped to a 34-month 
low, while the services gauge posted its lowest reading in five months.

• Euro zone debt crisis resurfaced in April, as debt laden countries struggled to meet the  fiscal deficit target 
set by Troika and in reaction  bond yields of  Spain & Italy rose. 

• Australia’s unemployment rate was steady at 5.2% in March. the number of people employed increased by 
44,000 to 11,491,200 in March. The increase in employment was driven by increased full-time 
employment, up 15,800 people to 8,080,400, and part-time employment, up 28,200 people to 3,410,900

• Japan swung back into a trade deficit in March as a steady rise in energy imports outweighed a rebound in 
automobile exports after last year's flooding in Thailand. The ¥82.6 billion ($1.02 billion) deficit was much 
narrower than the ¥223.1 billion deficit expected by economists.

• The flash China manufacturing PMI hit a two-month high of 49.1 in April, up slightly from 48.3 in March. A
reading above 50 suggests expansion, while a reading below 50 indicates contraction .China's manufacturing
activity picked up momentum in April but still remains below the boom level.

• China's first quarter GDP growth slows to 8.1 percent, compared with 8.9 percent in the fourth quarter of 
last year.
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Economic Update (Domestic) – April 2012

• The Reserve Bank of India (RBI) slashed its short term lending rates by 0.50% to 8%. The reduction in the repo rate at which RBI
lends to banks, has been prompted by deceleration in growth and softening of inflation. RBI has pegged the GDP growth for the
rate 2012-13 at 7.3%. It is expected to be 6.9% in 2011 -12.

• RBI expects the inflation to be around 6.5% by March 2013. However RBI governor ruled out further reduction in policy rates in the
immediate future citing persistent upside risks to inflation and possible fiscal slippages driven by higher oil subsidies.

• The Wholesale Price Index (WPI) inflation for the month of March 2012 came in at 6.89% as against 6.95% in the previous month.
Overall inflation fell marginally to 6.89 % in March but prices of essential items like pulses, potato and milk remained "disturbingly" 
high and as a result Finance Minister Pranab Mukherjee  stated  the government should take action to address the problem.

• For the month of February 2012 IIP (Industrial Production) growth stood at 4.1% as against 6.8 % in January 2012 & the figure  for 
January was revised sharply down to 1.1% from 6.8%.
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Equity Market Review – April 2012

In April markets were waiting for the RBI to cut the interest rates and to our surprise RBI cut more than expected 50 basis points cut.

Though it provided some sort of relief to the markets, domestic concerns remained such as lack of capital inflows, widening current

account deficit, GAAR & Indian rupee weakening. However the only silver lining was the crude oil prices coming off from the high levels

and trading near $120 a barrel.

• Indian wholesale price index for March moderated to 6.89% compared to 6.95% in February. As per the Wholesale Price Index

(WPI), inflation of food items rose sharply to 9.94 per cent in March, as against 6.07 per cent in February. Food articles have 14.3 per

cent share in the WPI basket. Vegetable prices in March shot up to 30.57 per cent, from 1.52 per cent in February. However, inflation of

the manufactured goods showed some moderation to 4.87 per cent, from 5.75 per cent in February. However the easing in

manufacturing sector might be because of high base last year.

• India’s index of industrial production (IIP), a key measure of industrial output, grew at 4.1 per cent in February 2012, a much lower 

than expected 6.6 per cent. Additionally, the IIP number for January 2012, earlier reported at 6.8 per cent, was revised significantly 

downward to 1.1 per cent. However, as per the revised estimate for January, industrial output in February has actually grown by 3 per 

cent from the previous quarter.

• The Indian Crude oil  basket has eased off  in April and is trading around  $120 a barrel. Fortnight rates of Crude came down to Rs 

6174 (April 1– 15) Compared to  Rs. 6253 a barrel (March 16-31).



Sectors Under our Research Radar

• Metal

• Banking & Financial Services.

• IT & IT Enabled Services

• FMCG

• Automobiles  & Ancillaries

• Capital Goods

• Telecom

• Oil & Gas 

• Pharma



Metal sector

• Metal sector is sluggish on global economic scenario and on concerns of decline in industrial demand because of falling 
Purchasing managers Index (PMI’s) & slowing global growth.

• Indian metal companies are affected because of  low demand as  high inflation rates & tight monetary policy along with low 
government spending affects the sector. The international metal prices has turned lower and the other input costs have rose 
which is putting more pressure on companies which will reduce the operating margin.

Metals & Mining Sector

Global Scenario

• Metal sector has been under pressure recently on account of slowdown in Chinese economy, which is the
largest consumer of metals globally. Economic data from Euro zone economies has been indicating that the
manufacturing activity has been slowing down. Recent Purchasing manager Index (PMI) which is the gauge for
measuring manufacturing activity has shown in contraction in Chinese economy and Euro zone economy.

Indian Scenario

• The metal & mining companies has been struggling because of subdued demand and weak metal prices in
international prices. The industrial production of the country along with minimal government spending in
infrastructure which influences the demand for the metals.

• India steel sector is affected by availability of two key major raw materials - coking coal & iron ore for
producing steel as both are in short supply. The delays in allocating iron ore mines ,approval for mining
licenses, land acquisitions of Green field projects and environmental projects are road blocks in the sector.
Increase in export duty and ban on mining in Karnataka has been the issue for the mining sector.

STOCK IN FOCUS : SAIL
• Steel Authority of India Limited(SAIL) is one of the largest state-owned steelmakers in India and one of the top
steelmakers in World. With a turnover of48,681crore(US$9.25 billion), the company is among the top five
highest profit earning corporates of the country. It is one the leading steel-making companies in India. It has
country's second largest mines network. SAIL manufactures and sells a wide variety of steel products. Investors
can start accumulating the stock below Rs. 94 , for long time investment.



Banking & Financial Services sector

Current Scenario

• Banking sector got some relief in April after RBI announced more than expected 50 points rate cut, however
the banks are not passing on the entire benefits.

• Banks are also facing pressure because of guidelines laid out by RBI to set aside more capital to meet BASEL
III. Banks will have to maintain their total capital adequacy ratio at 9%, higher than the minimum recommended
requirement of 8 percent under the Basel III norms. The implementation of the capital adequacy guidelines based on
the Basel III capital regulations will begin as on January 1, 2013

• Market sentiment is weak and slowing loan growth is affecting the sector. Lack of government spending lead
to less to lower growth in Infrastructure & realty sectors.

STOCK IN FOCUS: Indus Ind bank  (IIBL) & Axis bank(ABL)

• IIBL has come out with excellent results for Q4 and FY12. NII for the year grew by an impressive 24% buoyed
by a 34% yoy growth on the loan book. Exceptional non interest income growth of 42% and a cut in provisions
by 11% yoy resulted in profits growing by 39%. Based on our valuation models buying level comes to Rs. 324
for a target of Rs. 425 for a long term.
• ABL has come out with a good set of numbers for the March 12 quarter. The bank posted impressive growth
rates on the NII and PAT front with those items growing by 27% and 25% respectively. Long term investors can
enter the stock below Rs. 996 for a target of Rs1346.



Information Technology & IT enabled service Sector

Current scenario

• Indian IT Industry is facing tough times because of the ongoing global economic conditions. However
economic conditions are lot better now as Euro zone is stabilizing and on improved economic data from United
States. Rupee has been weakening against U S dollar last month which is a positive factor as it will support the IT
companies.

• IT companies will be benefited in the current scenario as United states is showing good signs of improvement.
Major Indian IT companies has exposure to United States and likely to get more projects on better economic
conditions in the world’s largest economy. IT companies will take cues from the earnings season in April.

STOCK IN FOCUS: KPIT Cummins, & TCS

• KPI Cummins posted an excellent results last quarter and given guidance for the next year more than
NASSCOM. Investors can start accumulating the stock below Rs 95 for a target of Rs 125 for a long term.

•TCS posted decent results on the back of optimistic guidance and they have given a guidance of 15% revenue
growth for the year. Moderate investors can start accumulating levels at the lower levels.



Fast Moving Consumer Goods (FMCG) 

Current scenario

• Fast moving consumer goods sector is in neutral to positive mode as investors are already into the stocks on

account of tough situation in the market in which it acts as a defensive. Valuation wise, FMCG is currently on the

higher side compared to forward earnings and with high input costs the margins are expected to be squeezed.

• Good volume numbers in last quarter is however indicating strong demand for FMCG companies and the

easing inflation is big positive for the FMCG companies as the margins for the company will improve in future.

STOCK IN FOCUS : Godrej consumers

• Godrej Consumer products (GCPL) is a leading Fast Moving Consumer Goods (FMCG) company, with leading

Household, Personal Care and Hair Care products. Godrej continues to post strong sales numbers with

double digit volume growth and the recent acquisitions done by the company is boosting the company's

sales figures and profits. Investors can start accumulating the stock below Rs arrived by historical PE

valuation method for a target of Rs.704.



Auto & Ancillary sector

Current Scenario

• Auto sector showed decent growth numbers in the previous month as customers bought cars before the
budget on anticipation of increase in tax on diesel cars which will make the cars costlier.

• Auto is also facing multiple headwinds such as an increase in raw material cost, increase in cost of operations
and high interest costs. Increase in excise duty on vehicles was impose during the budget.

• However the recent rate cut by RBI is a big positive for the sector and few banks have reduced the lending
rates for auto loans which would boost the sales of auto companies. Auto companies also posted good sales
numbers for the month of April.

STOCK IN FOCUS : Tata motors & M&M

• M&M saw a big relief as no increase in excise duty was imposed on diesel vehicles, as the diesel cars
constitutes the majority of the company’s portfolio. Company reported very good sales numbers for April month
a rise of 27%.

•Tata motors continue to outperform on account of good volume growth from Jaguar Land rover division and
international operations of the company is doing well.



Capital Goods &, Engineering &  power

Current scenario

• Capital goods & Power sector has been affected by macro economic headwinds such as availability of
coal, high cost of raw materials & weak order book.

• Power companies got boost last month as Coal India was asked to meet the supply commitments of the
power sector.

•However the easing policy stance by RBI will improve the liquidity conditions and help the capital good
sector in future on signs of better economic conditions.

• Capital goods sector is expected to benefit form the increase of import duty on power equipment, whjich is
under consideration.

STOCK IN FOCUS:

• Currently we do not profile any stock from this sector.



Telecom Sector 

Current Scenario

• Telecom sector has undergone lot of changes in the recent past with TRAI changing the regulations for the
telecom companies. Though the telecom companies have huge scope for growth, profits are meager and
company’s are focusing on Value Added Services (VAS) to improve profitability.

• The sector is also undergoing structural changes in order to consolidate and benefit the companies. A
recent development is the relaxation of merger & acquisitions norms for telecom companies and plans are
laid out by TRAI to consolidate the 14 player market. However the telecom commission is yet to discuss the
issue and come out with a viable solution.

• Telecom company’s major advantage is the huge population base in India, the growing affluent middle class
(who use high VAS), and the untapped rural population.

STOCK IN FOCUS

• Currently the sector is facing regulatory action on sharing of telecom circles and TRAI might bring in
further structural changes in the sector. It is therefore advisable to wait till the dust settles down and then
look into the telecom stocks. No telecom sector stocks are profiled for this month.



Oil & Gas Sector 

Current Scenario

• Oil marketing companies are expected to benefit from the increase in fuel prices, however there is no
official information about fuel price hike. Government has increased cess on crude oil to Rs 4500/mn tonne
from Rs 2000/mn tonne, which will be negative for the oil producing companies.

• Oil India, the second largest state run oil producer is eagerly looking out for domestic & foreign acquisitions
and is planning to use its fund in the balance sheet.

STOCK IN FOCUS

• Currently we do not profile any stock from this sector.



Pharmaceutical  Sector

Current Scenario

• Pharma sector is highly linked to government regulations as structural changes are undergoing in the 

sector.  Pharma sector is growing at a good phase compared to global pharma sector and the production 

costs are almost 50 percent lower in India than in Western nations, while overall R&D costs are about one-

eighth and clinical trial expenses are around one-tenth of Western levels  which are positive for the sector.

• In long term, the pharma sector is one of the preferred sector as it offers huge scope for development as 

low production costs give India an edge over other generics-producing nations, especially China.

STOCK IN FOCUS: Lupin

• Lupin is preferred in the pharma sector which is at convenient valuation with consistent growth in the past.

It is amongst the fastest growing generic players in the U.S., India, Japan, South Africa and the Philippines.

The company has performing a sustained growth with continued expansion of market share across the global

footprint. Continued investments in manufacturing, infrastructure and R&D with a long term vision. Strong

branded presence in USA and other countries serves the business potential.



Debt Overview & Outlook 



Debt Market Outlook 

• RBI decision to cut the 50 basis points in the latest monetary policy lead to plunge in Indian bond yields to 8. 32% for 10 year G
sec. However the reaction was short lived as huge borrowing is scheduled for the forthcoming weeks and selling by FII’s in the
debt market.

• We expect the short end rates to fall faster than the longer end rates because the longer end will take positive cues from the
change in interest rate cycle, however they will continue to face headwinds from slowing economy and rising fiscal pressures and
more supply of bonds.

• 10 yr Benchmark G sec bond yields are expected to trade at the higher end because of lack of demand and FII’s exiting their
position in debt on concerns of tax issues and rupee depreciation.

Indian Interest rates 



Debt Strategy

We remain negative on short term debt funds with a 6-12 month investment horizon.
Despite RBI cutting repo rates by 50 basis points, we maintain our stance because of high
market borrowing plan and selling by FII due to heavy supply and weakening of Indian rupee.
We remain cautious on G- sec and allied bonds because of the government’s huge borrowing
plan and high supply in first half of the year.

RBI in March came out by announcing a cut in CRR by 75 bp. This was done to infuse
permanent liquidity to address the structural pressures on liquidity. RBI followed by cutting
repo rates in April in the latest monetary policy in order to support the growth and ease
pressure. Government announced its borrowing calendar for the first half of FY 13 at Rs 3.79
lakh crore, which is more than 65% of its total borrowing plan. Though the market will see
oversupply of bonds, there are hopes that RBI would participate in OMO which would limit
the increase in bond yields and is at attractive rates. Hence we remain positive on Long term
Tenure bond.

Mid to long tenor rates have risen as supply of bonds has been consistent. The government’s
borrowing calendar is high in the first half of the year, which will lead to over supply.
However the RBI rate cut is expected to offset the high supply, hence we remain neutral on
medium term bonds.

Short
Tenure Debt

Long Tenure 
Debt 

Medium 
Term

Category            Outlook                                                Details



Commodities  – Outlook & Strategy



BULLIONS – Outlook & Strategy

• Spot gold prices declined in April, on lack of hints regarding

QE3 from Fed reserve Chairman Ben Bernanke. Gold prices was

also pressurized because of rise in customs duty by Indian

government, which is the largest consumer of gold globally. The

stronger US dollar index is also pressurizing the gold

prices, which generally retreats as other dollar denominated

commodities. Euro zone debt crisis resurfacing is also pressuring

the prices. Outlook: Gold is expected to trade in negative bias

and will take cues from Fed reserve policy statements and Euro

zone.

• Silver prices fell in April on account of weak industrial demand as

indicated by Purchasing manager Index(PMI) from China and Euro

zone which showed contraction mode. Silver is trading with

negative bias as global economic scenario is struggling to grow as

data indicates. Outlook : Silver is expected to trade in negative bias

and because of sluggish data from US Fed policy statement and

China economic data.

As on 31 March 12
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BASE METALS – Outlook & Strategy

• Copper prices rose fell month on account of weak economic

data from China, which is the largest copper consumer globally

and from Euro zone. However Copper gained 11% in the current

quarter. At the end of March, Copper futures rallied after euro-

zone finance ministers agreed to increase the currency bloc's

crisis lending limit to EUR700 billion.

• The agreement includes both the transitional rescue fund--the

European Financial Stability Facility--and the permanent one, the

European Stability Mechanism. The new firewall boosts Europe's

ability to react to financial crises and prevent the spread of debt

problems throughout the region. Lack of hints from Fed reserve

chairman

• Ben Bernanke’s lack of hint regarding QE 3 also pressurized

the copper prices. Rising inventory levels in Shanghai inventory

exchange is a concern for the industrial metal. However better

then expected economic data from US is supporting the copper

prices.

• Outlook: Copper prices may trade in negative bias and

expected to consolidate. It will take cues from China & Euro

zone economic data.

As on 31 March 12

COPPER



ENERGY & AGRI – Outlook & Strategy

• Crude oil prices has declined from the highs of last

month, however managed to post quarterly gains of 14%

because of growing threat of a disruption of Iranian exports

added to supply concerns. But crude in March declined because

of talks that oil inventory may be released from strategic

petroleum reserves(SPR) and as Saudi has been pumping oil at

their highest level in order to overcome the supply shortage of

oil from Iran and other nations. However improving economic

data from US and China stocking for their petroleum reserves is

supporting the oil prices along with tensions between Iran and

west. Outlook: Brent Crude is expected to trade with negative

bias as Euro zone is facing issues and Iran has accepted to talk

with the west regarding sanctions

• Rubber prices was subdued as overall sentiment in rubber

markets remained on lower side as concern over demand and

uncertain global economic scenario. Muted demand from

major consuming countries, higher imports, higher stock

estimates along with consistent rise in natural rubber

production pressurized the rubber prices. Rising crude oil

prices are also supporting the Natural rubber, as it is used for

producing synthetic rubber. Outlook: Rubber prices are weak

on global macroeconomic concerns and the positive

developments from Euro zone is expected to support the

rubber prices at lower level.

As on 31 March 12
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Forex - Outlook & Strategy



Forex – Outlook & Strategy
As on 31 April 12

• India’s current account deficit (CAD) shot up to 4.3 % of gross 
domestic product (GDP) for the third quarter ended December 
2011 from 2.3 per cent for the same quarter in 2010.

• In absolute terms, CAD for the third quarter of FY12 was $19.6 
bn, up from $10.1 bn in Q3 of FY11. During the nine months 
ended December 2011, CAD rose to $53.7 bn (4 % of GDP) from 
$39.6 bn (3.3 %of GDP)

Cu

Currency Current Rate Short Term Trend

Dollar index 78.95 Up

EUR / USD 1.33 Down

USD / JPY 82.84 Up

GBP / USD 1.59 Down

USD / INR (Jan) 50.87 Neutral

EUR / INR (Jan) 67.79 Neutral

JPY / INR (Jan) 62.43 Down

GBP / INR (Jan) 81.79 Down

• Rupee weakened against US dollar in April, because of slowing
down of capital inflows and crude oil importers dollar demand.

• Euro is likely to be weak , on account of rising yields of Spanish &
Italian bonds as the countries are facing issues because of recession
and austerity measures. PMI for Euro zone economies appeared
weak and the figure has slipped back to contraction.

• India's merchandise exports crossed the government's $300
million goal to reach $303.7 billion in the financial year ended
March 2012. But imports soared by 32 percent to $489
billion, pushing India's trade deficit to an all-time high of $185
billion.

Trade balance and export - import data 



Mutual Funds- In Focus

Liquidity Management Solutions Investment Solutions

Liquid or Equivalent Funds

• HDFC Cash Management Fund Treasury 
Advantage Plan Retail Growth

• Religare Credit Opportunities Growth

• Birla Sun life Savings fund 

Debt –Short Term Solutions

• IDFC Super Saver Income Fund Short Term

• UTI Short Term Income Growth

• HDFC Short term Plan 

• Reliance Dynamic bond fund 

Equity Funds

• Birla Sun Life Frontline Equity 

• ICICI Pru Focused Blue chip Equity fund

• UTI Opportunities Fund 

• DSPBR Top 100 Equity Fund

• IDFC Premier Equity Fund

• HDFC Midcap opportunities Fund

•DSPBR Microcap fund 

•Reliance Opportunity Equity Fund 

•Reliance Regular savings Equity fund 



Hedge Equities is an established retail and institutional financial service provider in India, with Head 
Quarters at Kochi with PAN –India presence of more than 130 retail outlets and an overseas office in 
Dubai. The service folio of Hedge Equities include Equity, Mutual 
Funds, Derivatives, Commodities, Currency, Fixed Income Securities, Depository Services, Clearing 
Services, Margin Funding, Fundamental and Technical Research Support & Wealth Management 
Services (Hedge WMS)

SEBI Registered Portfolio Manager

Dedicated Team of Portfolio Managers & Dealers

Strong in - house Research Team

Investment options across the full risk - reward scale

Disciplined & Rational Investment approach



Hedge Wealth Management Services (WMS)

Hedge WMS is designed exclusively for the discerning investor who desires customized & research oriented 
rational investment solutions. As a SEBI Registered Portfolio Manager, Hedge Equities through its WMS
division helping investors to Build, Manage & Grow their Wealth. The company ushers investors to higher 
growth terrains by formulating novel investment option across full risk- reward scale. Disciplined, Rational & 
Objective investment approach derived from intensive research are hallmark of Hedge WMS.

The foundation of Hedge WMS is our belief that our customer’s needs are of paramount importance and 
investments should be tailored to meet their unique needs, requirements & risk appetite. We know that our 
approach to the management of wealth must reflect our investor’s depth and breadth of needs. 

To this end, we help develop a strategy that evaluates your complete financial needs and provide solutions 
through efficient cash & asset allocation, dynamic rebalancing, strong research & a diversified investment 
portfolio to minimize risk and maximize return. It is our conviction that we can combine our research 
insights, market reach and a culture of information sharing with an unwavering focus on risk management to 
deliver a real return to investors after inflation and taxes



Hedge Equities Research reports
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• Monthly Report

• Hedge Trading Portfolio

• Company Analysis Reports

• Special Reports

• Daily  Economic Reports

• Daily Commodities Report

• Daily Currency  Report
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Disclaimer

This document does not solicit any action based on the material contained herein, Hedge Equities Ltd ("the Portfolio Manger") will not
treat recipients as clients by virtue of their receiving this presentation. The recipient of this material alone shall be responsible / liable
for any decision taken on the basis of this material The distribution of this presentation in certain jurisdictions may be restricted or
totally prohibited to registration requirements and accordingly, persons who come into possession of this presentation are required to
inform themselves about and to observe any such restrictions and/ or legal compliance requirements Persons who may receive this
presentation should consider and independently evaluate whether it is suitable for his/ her/ their particular circumstances and are
requested to seek professional financialadvice. Past performance is not a guide for future performance Future returns are not
guaranteed and a loss of principal may occur The company and its affiliates accept no liabilities for any kind of damage arising out of
this presentation With respect to all information found in this presentation, the company and its directors, officers, agents, or
employees and its affiliates make no warranty, express or implied, including the usefulness of any information contained therein and
the presentation shall not be liable for any indirect, incidental or consequential damages sustained or incurred in connection with the
use, operation, or usability to use this presentation and information contained therein Under no circumstances will the company be
liable for any loss or damage caused by anyone's reliance on information contained in this presentation

RISK FACTORS -
All securities investments are subject to market risks and there can be no assurance that the Objectives of the portfolio (s) will be
achieved Each portfolio will be exposed to various risks depending on the investment Objective, investment philosophy, investment
strategy and the capital markets, interest rates, currency exchange rates, changes in laws/policies of the government, taxation
laws, political, economic or other developments, general decline in the Indian Markets, which may have adverse impact on individual
securities, a specific sector or all sectors. Further, the investments by the portfolio shall involve investment risks such as trading
volumes, settlement risk, liquidity risk, default risk including the possible loss of capital, The portfolio with investment objective to
invest in a specific sector/ industry would be exposed to risk associated with such sector/ industry and its performance will be
dependent on performance of such sector/ industry The decisions of Portfolio manager may not always be profitable. Investors of the
Portfolio Management Services are not offered by guaranteed assured returns. The Portfolio Manager may invest in shares, debt, units
of mutual funds, deposits or other financial instruments of associate/ group companies, The name of the portfolios does not in any
manner indicate either the of the product or their future prospects and returns, Investors are advised to read the risk factors given in
the Portfolio management Services Agreement and Disclosure Document before investments
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