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Equities Market Overview Sensex & Weekly FIl Flows
) Flush with foreign institutional investors' funds, 140 m— F || flows(in $Min) 8100
the BSE Sensex created history last week and breezed 120 8050
past the 8000-level. The momentum in the bourses,
especially over the last three months, has rendered 100
records and 'all time highs' largely irrelevant, but the 8000
crossing of the psychological barrier of 8000 by the 80
Sensex is seen as major milestone by market 60 7950
participants. The Sensex gained 2.0369%, for the week
to close at 8060 and the Nifty registered a gain of 40 7900
1.669%, to close at record high of 2456.
20 7850

® The action was, however, not restricted to just 0 2800
the large caps, which is evident from the near 1.49,
gains witnessed in the CNX Mid-cap Index. 02-Sep  05-Sep  06-Sep  08-Sep
Resurrection in Fll inflows helped the markets scale Source: SEBI & BSE
new peaks this week.
® Domestic markets _scaled new heights during Sensex & Nifty Performance (YTD)
the year helped by a string of positive news on the
corporate and economic fronts. More importantly, Fll
flows continued at a robust pace lending support to 8,500 2,500
the bourses, which is reflected in the fact that India 8000 | Sensex(LHS) ——Nifty (RHS) 2.400
has witnessed inflows of around $7.8 billion in 2005 '
already (About 919 of the flows witnessed in 2004). 7,500 1 2,300
® The government has finally bit the bullet on fuel 7,000 + 2200
prices it raised prices of petrol by Rs.3/litre and T 2,100
diesel by Rs.2/litre. However, prices of politically 6,500 | 000
sensitive LPG and Kerosene have been left alone. It ’
will be issuing bonds to the oil marketing companies 6,000 1 1,900
to compensate them for some of the losses in 5 500 1800
domestic cookingfuels. Jan-05 Feb-05 Mar-05 Apr-05 May-05 Jun-05 Jul-05 Aug-05

) Indicating the growing capex plans of corporate

India, Tata Steel announced that it plans to augment Source: BSE & NSE
its steel making capacity to 33-34 mt per annum by

2015 at an estimated investment of Rs.1000 bn.

® Equities have outperformed other asset classes Annualized Returns (in %) as on 9th September 2005

over a longer period of time. Over last few years the
mid-cap funds have performed better than large-cap

funds. Mid-cap stocks however are volatile over the

shorter term. Investors should have a blend of large & BSE Sensex | 52.13 | 34.90 | 37.62 | 11.53

mid-cap funds in their total equity portfolio.

Conservative investors who have never invested in S&P CNX Nifty | 48.91 | 32.05 | 34.94 | 11.10

equity markets should start their investment with

funds having large-cap bias. CNX 500 55.84 | 38.32 | 44.52 15.26
BSE 200 50.24 | 34.46 | 41.34 15.42

Source: Crisil MFPT

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 concerns remained over the
level of government borrowings in the second half.

® The annual wholesale price index-based
inflation fell to 3.019% for week ended August 27th,
down from the previous week's level of 3.08%. 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 yield on the 10-year benchmark, 7.38%
2015 bond ended flat at 7.049%,. The yield on the 15-
year paper fell by 3bps to end the week at 7.39%
levels.

® | iquidity eased substantially due to inflows of
Rs 200bn from the maturity of 6.189% 2005 security.
The amount placed under RBIl's reverse repos
averaged at Rs.492 bn up significantly from Rs 267
bnin the previous week. The call rates closed at 4.95-
5.19% on Friday.

) In the corporate debt market, the yield on the
benchmark 5-year AAA rated corporate bond
remained at 7.10% levels and the corporate spread
over gilt contracted to 48 bps.

® The government announced the issue of 7% Oil
Companies Government of India Special Bonds,
2012 worth Rs.57.63 bn to the oil marketing
companies to subsidise the under-recoveries.

® Going ahead, a lot will now depend on the
evolution of the global uncertainties that RBI has
mentioned in the quarterly review of Monetary Policy.
While liquidity has eased considerably, it could
tighten going ahead due to advance tax outflows. The
key events to look forward to are the interest rate

direction in US, especially after Hurricane Katrina
and the borrowings calendar for the second half of
theyear.

®  |nvestors 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.
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Trends in Liquidity (Reverse Repos)
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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

° Automatic credit of dividends to your account

° Transact through Citibank Online and 24-hour CitiPhone

24-Hour Exclusive CitiGold Lines:

DISCLAIMER

Ahmedabad : 2640-4653
Aurangabad : 563-4653
Bangalore : 2229-4653
Chandigarh : 508-4653
Chennai 2858-4653
Coimbature 9894014653
Delhi 95124-256-4653
Gurgoan 256-4653
Hyderabad 5566-4653
Jaipur 511-4653
Kochi 9895014653
Kolkata 2288-4653
Lucknow 2231044
Ludhiana 501-4653
Mumbai 2834-4653
Noida 255-4653
Pune 401-4653
Surat 553-4653
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 incomplete or condensed. 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
orinsured by Citibank N. A., Citigroup Inc., or any of their affiliates/subsidiaries, or by any local government or insurance agency, and are subject to investment risk, including the possible loss of
the principal amount invested. 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 transaction 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 to assume these risks.

The Information set forth herein is intended for discussion purposes only. This proposal is neither an offer to sell nor the solicitation of an offer to enter into a transaction. Citibank N.A and our
affiliates may act as principal or agent in similar transactions or in transactions with respect to instruments underlying a proposed transaction. This document and its contents are proprietary
information of our and may not be reproduced or otherwise disseminated in whole or in part without our written consent unless required to by judicial or administrative proceeding.
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