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A buoyant mood that
could turn sour

There's been an upsurge in
optimism in the past forinight and
the market has shol upby over four
per cent in the last 10 sessions.
Investor confidence has retumed.
There is consensus that the (M
results represent the end of s long.
cycle of Jower profits and flat
revenues. There is also hope that
e monsoan will be sper nomial
affer two seasons of drought,
There are also confident assertions:
by the govemnment that it will soon
uide the long-awati ted Goods wid
Services Tax (GST) Bill through
both Houses of Parliament.

Tn addition 1o the sbove,
Morgan Stanley has tocommended
going “overweight” on India and
HSBC is also positive. As a resalt,
May was ooc of thy

based on exirapolation of several
trends. India's market valuation
rulos are supposedly atiructive,
relative to its peer emerging
markets. Morgsn Stanley slso
believes that the corporate
camings patterm may tum positive
in 2016-17 after a negative 2015-
16, Indien camings growth will
alse, sccording io it, see
outporformance with tespect 1o
ofber emerging markets.

The macro-environment is
also seen to be positive, with hopes
of reform and no threat of
defleon. The mierost ric regime.
i expected to stay benign, with
further cuts in policy rates This
last hope, lower interest mtes,
could be belied if inflation ey
more than anticipated. The

Assuming PSBs did vot exist
isdifficult, bowever, smeo over 70
per cent of credit comes from
them, The elewn-up there will mean
&t lcast two ar fhree more quantens
of pain and the govemment will
have to first, find resonrces 1o
recapitalise and second, lesm 1o
run banks along less nyinously
profligate lines. As of now. net
non-perfommung asscts are in the
region of Ks 3 lakh erorc.

Fhe  overall  market
performance still scems 1o be
patchy, however, The latest noises
out of the government about
i
reassuring.
posiponement of  spectram

the

Nor s

when both domestic institutions
and foreign instinitional investors
(FII) were net positive o equity
(although Flls sold a lot of debi).

However, seatiment could
wrn sour quickly if expectations
are not met. Jine is expecied to
be u deficient month in terms of
ramfall because the monsoo is
arriving late. Although this is
expected,  late monsoon will lead
1o stretched nerves.

The American Federal Open
Markets Commitiee (FOMC}
meets in mid-fune and there isa
chance that itcould make hawkish
noises or even raise the USD
policy rate. If it does so, we may
see a sudden sell-off across global
equity markets. OF course, if the
FOMC is davish, the raily may
develap new legs.

There are conerete timelines
for the passage of the GST Bill I
it doesa't pass by around
September 2016, it will most
likely not be passed at sl during
this Lok Sabba  term.
Implementation would be chaotic
for at least one fiscal (maybe
longer given the experiences in
Europe, which has far more
developed and well-mdexed
economies). In September, the
Heserve Bank of India (RBI}
povemar's contruct wlso expires. 1T
Raghuram Rajen s not
reappointed, there could be an
adverse reaction.

lorgan Stanley’s reasons for
advocating going overweight 15

Agpril
inflation numbers indicated that
the Whelesale Price Index was
coming oul of six quarters of
negative change while the
Consumer Price Index had fisen fo
5.4 per cenl yeur-on-year.

Given the RET's target of refail
inlation st five per cent or less by
January 2017, and its external
obligaticns in tlerms of $34 billion
worth of swaps that mast be
unwound or rolled over in
October-December 2016, the
central bank will oty o the side of
conservatism. It is unlikely 1o cut
rates il it sees inflationary pattiems,
o fears cuirenoy pressures. If the
Fed does raise rates for example,
the RBI may have to defend the
nupee

Core inflation sripped of food
and firel is rising. Food inflation
is stromg and crede prices have
tecovered from lows of $26-27 per
barrel 10 over $43. Tt is assamed
the. mensoon will help cool off
food inflation and the ongoing
tussle for market share berween
Sandi Arabia and Iran will keep
crude pnees under control.

Devangshu Datta: A buoyant
mood that could iwm sour
Corporate results so far do seem
to indicate some revenue growth
and mildly increased pmﬂuh'lrly

il wed the

auclions,
eleasc of the new Civil Aviation
Policy.

On the extermal front, trade
stalistios continue fo look
elarming. Exporis have dropped
for % quarters in @ ww. Impocts
have slso dropped, of course. due
to lower encrgy prices. But if
energy prices have now moved
into un uptrend, us Citigroup and
Galdman Suchs ssys, there will be
pressure on the curreat secount
unlege exports (and remittances
from the hard-hit Gulf) pick up.

Tochnically speaking, we siw
abreakout to well above the 8,000-
murk in the last week. The market
now socms 10 be finmly 1a bullish
mode. A good monsoon, low
energy prices and a dovish Fed
would all help 1o sccelerate the
momentum.

NI POTHI

BHEL: Hopes of a
recovery

The results posted on April 7
were an indication of what the
Street could expect from Bharat
Heavy Electricals Lid (BHEL) for
the Murch quarter. Therefore, the
et profit announced on Fridsy for
the quarter st Re 360, down 60 per
cenl over a year, wus no shocker,
Net revenue, ol I 9,792 crore,
‘was down 26 per cont over a vear,
well below the Bloomberg
estimate of Rs 10,786 crore
Opesrating matgin is at an abysmal
fevel of 3.7 per cont {19 per cent
in Q4 of FYI5), However,
compared fo the December 2015
quarter, when BHEL slipped into
operating level losses, inypacted by
super-critical orders  and
provisiaming for son-recoverable
debt, a loi seems o have
improved. While Q4. too,
wilnessed provisioning fordebl, as
other expenses siood at Ks 2,080
exoe, the quantun of provisioning
modernted (down 20 per ceni over
A year).

Net profitin the March quartes
stood at Rs 360 crore, aheud of the
Bloomberg estimutes of Rs 307
orore. Other income at Rs 414
erore (including foreign exchange
gain of Rs 123 crore), helped
BHEL post profit ahesd of the
expectations. However, enalysts
were fuctoring for atler income of
R 300400 crore and, henee, this
maght not disappom the Suver.

The key inkeaways for FY 17
were revealed to anafysts al the
quarterly confercnce call held on
Friday. BHEL has emerged the

lowest bidder (1.1 in orders for
12,000 meguvaits (M) OF this,
7.000 Mw of orders are expecied
to materialise in FY17. Tis order
baok stands at Rs 111,000 croze,
‘White this mdicates good revenue
visbility, Rs 50,000 crore of
orders are in distressed projects,
“Three projects are contributing to
maximun siress,” said Al Sobu,
chimrman and managing dircctor,
in an analyst call. However, as
elections ure concluded in Tamil
Nade und  enviroamontal
clearances are likely to come
through in Telmpana, heis bopefil
that work on these three projects

should commence. "If these start
moving, the volume of stress is
small”, he siated. Sobti siso said
many projeets from NUPC and
stal eleetricity boards src moving
towards the non-JDU segment
(joint development undertal
super-critigal arders 1o bo excented
in collaboration with foreign
techiology providers, such as
Alstom and Siemeny). This is
positive for BHEL. given the
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French financé minister rules
out Google tax deal

France will "go all the way* 10
ensure that multinationsls
operating on s soil pay their taxcs
and more cases could follow after
Google and McDopald's were
wrgeted by tax raids, Finance
Minister Michel Sapin said.

Sapin, speaking in &n
interview with Reuters and threo
European newspapers, ruled out
negolisting any deal with

on back taxes, as Britain dld in
January

Googie, McDonald's and other
multinatiosal firms such as
Starbucks are under increasing
pressure in Europe from public
opinion and gavern ments angry at
the way businesses exploit their
presence around the world v
minimise the tax they pay.

Google says it is fally
complying with French liw snd
McDonald's dechined to comnyent
on the search, referring beck fo past
‘connenis that it is proud to be one

Dozeas of French police  of the biggest tax payers in France.
raided Google's Pans hesdquarters Sapin said he could not discuss
on Tuesday, escalating an  what mma um at sake becouse
b i on i of tax ik anatters.

evasion. Investigators scarched
MeDonald's French hesdauariers
o 18 May i ancther tax probe.

"Welll go all the way. There
could be other cases.” Sapin said

Raids this month by potice and
justice investigatons build on the
work staricd by tax suthorities
thrce or four years ago, when they
transforred tax data to judicial
suthorities that look inte any
possible criminal angle, Sapin
said

prompling  criticism  from
opposition lawmakers and
campaigners that the sum was oo
Taw.

"These won't be nogotiations,”
Sapin said, sdding thet there was
always fhe possibility of some
marginal adjustrnents "but that's
not the logic we're in,”

Guogle, now part of Alphabet
Ine, pays lintie tax in most
European countries because it
reports almosi all sales i Ireland.
This is possible thanks to
loophole 1 international tax fsw
but it hinges on staff in Dubiin

A source in his minisry had
said in February unu French tax
thori

all sales contracts.

This week's police raid is parl
n{laﬂpmum‘hsuhnvmgmm

1.6 billion ($1.78 billion) in back
faxes from Google.

Asked if tax authonties conld
strike & deal with the tech gisnt e
said, "We don't do deals like
Britain, we apply the law."

Google agreed in January 1o
pay ewro 130 million (S190
million ) in back tuxes 1o Batan.

into d tax fravd and the
organised lsundering of the
proceeds of i frand.

Shoald it be found guilty of
that, fnces either up o ouro
10 mitlion ($11 million) in fines
or i fine of half of the value ol the.
lavndered amount mvolved.

A preliminary inquiry into
MeDonald's was oponed carly this
year,
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Cipla has bottomed out,Accumulate

Drug maker Cipla’s net profit
fell 68.9 per cent year-on-year (y-
y) 10 Rs 81 crore in the quarter
ended March 2016, oo secount of
one-off expenses related 1o
inventory reduction and closure of
business in some small-sized
foreign markets,

The profit was substantially
lower |hn| the  Bloomberg

public scctor bsuks (PSB). Taking
banking into account, overall
profits have declmed by 15 per
cont, compared o 2014-15 when
corporate profits dropped by over
30 per cent

Sugarcane arrears at
over Rs 2,500 cr in UP

With sugarcanc arrests
topping Rs 2,500 erore for thejust-
concluded 2015-16 crushing
season. the Uttar Pradesh
govemmient is geanng up to m
the heat on defaniers, especially
those in the prvate sector. OF the
total payables of Rs 14,816 crore,
the mills had collectively paid Rs
12,237 crore, or &3 per cent,
leaving Rs 2,579 crone as dues.

While some four dazen mills,
both standslone and those
belonging to big groups, have
wlcarcd their catire ducs. 52 units
have paid less than 90 per cent of
the dues.

UP Canc Commissioner Vipin
Kumar Dwivedi has summoned
the representatives of the
defaulting mills for a review
meetmg on June | 1o issuc stem
directives to make farmers’
payments withont further del
The sagar sector in UP
dominated by the private sccior
with 92 units, followed by
cooperative mills (24). The UP
State Sugar Corporation Limited
(LIPSSCL) has oncunit. While the
lone UPSSCL. unit had paid its full

dues, the collective payment by the
24 cooperative units stands al 89
per cent. The pnvaie sector is the.
laggusd with a payment percentage
of 82 per eent. However, the sctwal
payment this year has been batter
than last vear's. Against wotal
sugarcane payment of Rs 10,954
crore during the corresponding
period of 2014-15 crushing season,
the paymenis this yeor stend ot
12.237 crore. higher by Rs 1
erore.

This is partly due’
retail sugar prices this year,
stagnant sugarcan prices. befior

per cant.

According 10 the preliminary
estimates by the Indian Sugar Mills
Association, the cane arca m UP
during 2015-16 was 2.3 million
hectares. The stale is ving w0
incrense cane yield 1o 70 ionnes per
hectare from the current level of

sugar, compared 10.7.04 m
201415

3
Mﬁgm/

about Rs 250
crore

Though reveato grow 3.6 por
cent y-o-¥ 0 Rs 3,267 crore and
came margioslly Jower than
Bloomberg consensus estimate of
Rs 3,356 crare, the operating
performance was hit by one-ofls.
The company's cuming before
interest, 1ax, depreciation and
smortisation (Ebitda) declined
6.9 per cent 1o Rs 219 crore, as
its expenses rose due to higher

Cipla

WELL MAKE IT BETTER

costs, the company said Ebilda
margins were ot 15,8 per conl.
compared 1o the roported 6.7 per
cent and yenr ago quarier’s 16.4
pes cenl,

Domestic business grew 15.9
per cant to Rs 1,258 crove, while
exports rose 2.8 per eent 10 Rs
L8948 crore. Domestic business
contribistes shout 40 per cent of the

s YEAR ENDED ON
operating margin pain in F¥ 16due | [Rs. InLacs ]
o I0U orders. Howover, order ARHO A Quarter ended on Year ended on.
nflow could just remain m FY16 siouzote) 310U2018] 3128
level of Rs 43,000 crore. Anlysts | 4 | Audited Audited | Audited | Audited
feel it is positive even if BHEI 2 [incame irom operations.

& | Net Sales {net of excise auty) 348 136 052 750 158y
I:nsums ils FY16 nrdar inflow st intivianees 1 s e Proged
evel, givea the from 178  1424|  {@mn| 678 maer
foreign players. Exparses
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ere could be more o GJ'""EA'WW“"; N Exponse 0.00] 090 060] .00 00
project wiil 3 | Total Expenaes 1480 0% n2s| wzss| 400
projects are non-moving Prefit from Operstions before oker income, financey
4 |costs & enceptional #ems. (1.2) a2 are s 2am 1584
£ |Cther incorme 153 158 132 w1 87
ProlitiLoss ftom ordinary sctivites before financel
& fcosts ana tems (3+4) 1022 53 1828 M.z 1w
7 |Fnanca Costs 043 047 s8] 1.8 a7
ProffLoss from ordirary scbwiies sfter finance costs]
s been fooking 10 grow 8 | but before Excaptionsi Nems (55) are 483 1657 M7 1849)
115 108 bnaies tad it 5 |Exceptionel lierms 0.00 (1 00| 0.00 @
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completed the 1 | Tax Exporses 08 150 42 .08 £33
scquisition of US 12 | Net ProfitfLoss from Crdinaty Actvies sfter Tax {8-10) o 133 % 2083 38|
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4 225 14 rmmmmmwm -42) &7 18 w26 2088 1358
Inwagen earlier in the 15 | Sraie of Profiioss of 0.00 200 a0 000 0.00]
vewr. “We ure re- £ i 0.0, 000 B00) 0.00 o.50]
sitioni ] et praliul.ose afer taxes, Minonity inlerest end Shar|
::&:n‘“;ﬂsn u;nr 1 U: 17 {of Profitioss of sysocites (13-14-15) ar 133 .24 20.63 1858}
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forward to file 2025 18 [Peserve exciuding Revehaton Rissive 108.28 ns Hass| 10628 45|
products in FY17." said 1) |EFS before Extisordinary flerms
company's chiof ja) Basic 142 0z 188 245 224
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call with analysts
For, Shah Foods Limited
The Cipla pumagement saidit | Place : Ahmedubad Weog S0
i s % inca i " Date : 30-05-2018
wontinues o grow business in key {DIN- D188006S)
foreign markets including Sri
Lanks, Ugands and {ran but i5 | yoses -
rationalising its business in certain 1 Figures Piéve DEEN fagrOUDEd WRENEVEr NIoESATY.
smaller. markets where it has |2 scpioved by staion Auctor & o
insignificant presence. The |3

conpany hus ssid 1t had taken the

omployee costs, iovemtory  compuny’s overall nevenue, The oSO8 10 simplify the busincss ol Companien 0 e
reduction and  write-offs, drug Fiﬁ"srm&' inthe domesii. "0 mediuce somplexitior. Sl yeur
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(1) Remerve el waphs 105.22 859
SHRI JAGDAMBA POLYMERS LIMITED ey St O Bia! Rl
F "
it &‘;‘wﬁ"ﬂﬂm iy i Shara application monsy panding ailotmant
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(o} Other Long term Kabiitien 148 208
(Rs. Intacs) () Lofig-tem provisions. 144 .64
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pravious. {ef) Shod-derm provisions: .00 000
ywar Sub-total - Current Habilities 81.28 a3
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ASSETS
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e iy ™ i ol
BaseDiuted 1604| 1292 5738 3847 s - e
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# <
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