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Equities Market Overview Sensex & Weekly FIl Flows

® The 16-week uninterrupted bull-run, which was 90
shapped in the previous week, resumed again last 80 || === || flows(in $MIn)
week and the Sensex posted its biggest gains in 5
weeks to close at an all time high. The Sensex

70 || —®— Sensex

gained 2.86% for the week to close at 7900 and the 60 +
Nifty registered a gain of 2.50% to close at record 50
high of 2416. 40 1+
® The action was, however, not restricted to just the 0T
large caps, which is evident from the near 3% gains 20 ¢
witnessed in the CNX Mid-cap Index. Resurrection 10 +
in FIl inflows helped the markets scale new peaks 0 -
this week. 26-Aug 29-Aug 30-Aug 31-Aug 01-Sep

®  Auto stocks were in the limelight last week. This
was owing to the news that the government is
planning to overhaul the tax structure for the auto
industry with an objective to provide a fillip to Sensex & Nifty Performance (YTD)
manufacturing of compact cars in the country (by
reducing the tax rates). At the same time, the
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government is also planning a move to discourage 8.500 2,500
the use of old commercial vehicles (by increasing [—— Sensex(LHS) —— Nifty (RHS) |
the tax rates). 8,000 [ 2:400

L 2,300
[ Software services stocks witnessed renewed 7,500 &

buying interest as TCS, Infosys & Patni computers 7.000 1 [ 2200
bagged big IT services order from ABN Amro. - 2,100
Besides, with crude prices shooting through the 6,500 -

roof, there seems to be strong interest in sectors [ 2:000
that are not likely to be affected by the crude price 6,000 - 1,900
rse. 5,500 - - 1,800
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® The RBI's annual report for FY05, released this Jan-05Feb-05Mar-05Apr-05May-03Jun-05 Jul-05Aug-05

week, has reaffirmed the bank's projection of a 7%
GDP growth for FY06. There has also been no
change in its annual inflation target of 5% to 5.5%.
The apex bank, however, warned the government
for its inaction in raising domestic fuel prices and

has pointed out that spikes in the crude oil prices Annualized Returns (in %) as on 31st August, 2005
could increase the fiscal burden. ’

® Equities have outperformed other asset classes
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over a longer period of time. Over last few years the BSE Sensex 50.33 | 3434 | 34.80 | 11.75
mid-cap funds have performed better than large-
cap funds. Mid-cap stocks however are volatile S&P CNX Nifty | 46.14 | 31.65 | 33.06 | 11.33
over the shorter term. Investors should have a
blend of large & mid-cap funds in their total equity BSE 200 48.00 | 33.78 | 38.82 | 15.51
portfolio. Conservative investors who have never
invested in equity markets should start their CNX 500 54.93 | 38.17 | 4258 | 15.85

investment with funds having large-cap bias. Source: Crisll MEPT

Source:Citigroup Smith Barney Equity Research and Citigroup Economic & Market Analysis




Bond Market Overview:

® Last week, the debt markets were range bound
despite easy liquidity & lower-than-expected
inflationary numbers, as global oil prices
continued to weigh oninvestors.

® The annual wholesale price index-based inflation
fell to 3.08% for week ended August 20th, down
from the previous week's level of 3.13%. The fall in
the y-o-y inflation rate was mainly on account of
decrease in the prices of manufactured products
and the base effect

® The bonds prices ended higher on Friday on soft
local inflation and hopes that an expected pause in
the U.S. Federal Reserve's rate hike cycle would
keep a domestic rate hike at bay.

® The yield on the 10-year benchmark, 7.38% 2015
bond fell by 4bps to close the week at 7.04%. The
yield on the 15-year paper also fell by 4bps to end
the week at7.42% levels.

L] On Friday, post the market hours, the RBI
announced that it would sell bonds worth Rs 80 bn
on Thursday, comprising of Rs 50 bn of the 5.69%
2018 bond and Rs 30 bn of a new 30-year bond.

®  Liquidity remained easy during the week and the
average amount placed under RBl's reverse repo
remained at around Rs 267 bn. The call rates ended
sharply lower at around 4% on Friday as the market
players had already covered their reserve
requirements ahead of the reporting Friday.

®  (Going ahead, alot willnow depend on the evolution
of the global uncertainties that RBI has mentioned
in the quarterly review of Monetary Policy. Over the
near term markets are expected to remain range
bound and the investors would look forward to the
quantum of the possible fuel price hikes to take
further directions.
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Investors with a short to medium term horizon
should consider investing into liquid or short term
floating rate funds, while investors with a slightly
longer-term perspective may look at investing into
long term floating rate funds. Given that the slope of
the yield curve has medium term horizon one can
consider investing into short-term income funds.
During the last 5-6 months, the steepness of the
yield curve at the short end offered an opportunity
to investors. Hence, despite a reverse repo rate
hike over this period, short-term income funds have
delivered a good performance compared to liquid
& floating rate funds.

Trends in GOl Yield Curve
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Trends in Liquidity (Reverse Repos)
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Fx Views for the week ahead

USD: Knee-jerk USD negative response to data
disappointment has strengthened our conviction
that the USD will come under pressure as
cyclicalpositives unwind and market focus
reverts to structural negatives.

JPY : We retain a positve medium-term outlook for
JPY,  but nearsterm risks have grown and we have
movedto the sidelines on our spot USD/JPY
recommendation.

EUR : Incipient data strengthening and widening
spreads in favour of the eurozone suggest that it may be
increasingly difficult to sustain EUR sell-offs.

GBP : Broad dollar seling has helped to support
GBP/USD, but deterioration from UK fundamentals and
our expectation for a further MPC easing this year
continue to point to vulnerability ahead.

CHF : With little new information on the Swiss economy;,
technicals may continue to dominate. Some ambiguity
has mounted for the bullish USD/CHF technical view.

CAD : Elevated oil prices have continued to lend
support to CAD even as the market has pared back
expectations for BoC tightening. We continue to forecast
75 bps of tightening this year and we retain an optimistic
outlook for CAD.

AUD: Broad pessimism on Asia may have contributed to
downbeat AUD sentiment in recent sessions and data
slowing suggests continued near-term vulnerability.

1 Month
Forecast Forward Forecast
EUR / USD 1.2398 1.2400 1.2408 1.2800
GBP / USD 1.8144 1.7970 1.8104 1.8290
USD / CHF 1.2476 1.2500 1.2448 1.2030
USD / JPY 110.49 110.00 110.15 108.00
USD / CAD 1.1881 1.1800 1.1875 1.1500
AUD / USD 0.7586 0.7600 0.7565 0.7800
NZD / USD 0.6996 0.7000 0.6967 0.7000

CMN/Close
Last 43.8700

High 09/07/04  46.3000
Average 441411
Low 07/21/05  43.1750
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Forward

1.2445
1.8087
1.2382
109.44
1.1854
0.7544
0.6932

GBP/ INR Source - Bloomberg

Forecast
1.3100
1.8450
1.1680
100.00
1.1400
0.7900
0.7100

Forward

1.2504
1.8073
1.2282
108.35
1.1823
0.7517
0.6883

12 Month
Forecast Forward
1.3300 1.2627
1.8730 1.8064
1.1500 1.2087
98.00 106.15
1.1300 1.1765
0.8000 0.7471
0.7100 0.6795

Source : CitiFx Views and Citigroup Asian Economic Weekly
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Citibank Investment Services - Advantages

° Advice from certified Investment Counsellors
° Personalized investment plans to suit your
needs

° One common portfolio statement of all

holdings

24-Hour Exclusive CitiGold Lines:

Ahmedabad : 2640-4653
Aurangabad : 563-4653
Bangalore ] 2229-4653
Chandigarh : 508-4653
Chennai g 2858-465
Coimbature : 989401465
Delhi ! 95124-256-465
Gurgoan 7 256-465
Hyderabad : 5566-465
Jaipur F 511-4653
Kochi F 9895014653
Kolkata : 2288-4651
Lucknow : 2231 04]
Ludhiana 3 501-4653
Mumbai F 2834-4653
Noida F 255-465¢
Pune F 401-4652
Surat : 553-4653
DISCLAIMER Vadodara : 232-4653

This report is provided for general information only and nothing contained in the material constitutes a recommendation for the purchase or sale of any
security and/or currency. Although the statements of fact in this report are obtained from sources that Citibank consider reliable, we do not guarantee
there accuracy and any such information may be i plete or d d. Any person considering an investment should seek independent advice on the
suitability or otherwise of the particular investment. Investments are not deposits or other obligations of, guaranteed or insured by citibank N. A,
Citigroup Inc., or any of their afflllates/subsullarles, or by any local government or insurance agency, and are subject to i tment risk, | 1g the
possible loss of the principal ted. Investors investing in funds denominated in non-local currency should be aware of the risk of exchange
rate fluctuations that may cause a loss of principal. Past performance is not indicative of future performance; prices can go up or down. Mutual Funds are
not available to US persons and may not be available in all jurisdictions.

The information contained herein is believed to be reliable, we make no representation as to the accuracy or completeness of any information contained
herein or otherwise provided by us. The ultimate decision to proceed with any transaction rests solely with you. We are not acting as your advisor or
agent. Therefore, prior to entering into any proposed the tr tion you should determine, without reliance upon our affiliates, or us the economic risks
and merits, as well as the legal, tax and accounting characterizations and consequences of the transaction, and independently determine that you are able




