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Market data as on July 6, 2009 
INDICES 

 % chg 
(DoD) 

BSE Sensex 14043 (5.83) 
S&P CNX Nifty 4166 (5.84) 
BSE 100 7351 (5.75) 
BSE 200 1716 (5.69) 
   
  

OVERSEAS MARKETS  
  % chg 

(DoD) 
Dow Jones  8325 0.53 
Nasdaq Comp.  1787 (0.51) 
S&P 500  899 0.26 
Hang Seng 18139 0.89 
Nikkei  9660 (0.22) 
  
ADVANCES/DECLINES (BSE) 

Group A B S 
Advances 5 273 75 
Declines 195 1098 278 
Unchanged - 17 13 
    
FII TURNOVER (BSE+NSE)*  
(Rs mn) 

Bought Sold Net  
21500 15810 5680 

    
NEW HIGHS AND LOWS (BSE) 

Group A B S 
High 10 25 5 
Low 1 6 1 
    
CURRENCY  

US$1 = Rs48.22 

* FII turnover (BSE + NSE) as on  
July 3, 2009 
 

 
 
 

  
 
 
 

Market movement over last fortnight       Volumes in Rs mn (BSE and NSE)       Advances & Declines ratio (BSE)
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HHiigghhlliigghhttss   
Sector/event  Impact 
ECONOMY & 
STRATEGY –  
Union Budget 
2009-10  

Despite low investor expectations in the run-up to the Budget, the 
markets came off nearly 6% yesterday post the Budget announcements, 
largely on account of the burgeoning fiscal deficit, lack of clarity on 
medium-term measures to control it and the absence of headline 
measures on policy reforms. While we recognise the Government’s lack 
of choices in the current economic environment and were heartened by 
its resistance to increase taxes, we continue to remain concerned on the 
markets in the short term. We believe some roadmap on improving 
medium-term finances and on reforms will be required over the next few 
months to sustain our 12-month constructive view on the market. 

  

NNeewwss  SSnniippppeettss  
Sectoral 
• South African telecom major MTN and Indian firm Bharti Airtel are in exclusive discussions 

till July 31 for a potential US$23bn deal, which would create a new telecom entity with 
~200mn subscribers. (The Economic Times) 

• The government will raise Rs150bn through securities instead of the Rs80bn planned 
earlier, as part of its overall borrowing plan of ~Rs4,000bn for the current fiscal. (The 
Economic Times) 

• The IT industry hailed the government's decision to extend the tax holiday to the software 
export units by another year, and abolition of fringe benefit tax, giving much-needed relief 
to the slowdown-hit sector facing contracted orders and sharp earnings fall. (The Economic 
Times) 

• The fertiliser industry has cautiously welcomed the Finance Minister’s Budget proposal to 
move from a ‘product-based’ to a ‘nutrient-based’ subsidy regime along with disbursing the 
subsidy monies directly to the farmers. (The Economic Times) 

• The Finance Secretary, at a post-Budget press conference, stated that state-owned Oil 
India and National Hydroelectric Power Corporation (NHPC) will tap the capital market with 
their initial public offerings in August/September this fiscal. (The Economic Times) 

• Lack of industry status and silence on foreign direct investment has saddened retailers. 
(DNA) 
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Union Budget 2009-10 ECONOMY / STRATEGY 
Could have been packaged better 
Anantha Narayan (+91 22 6637 7311) anantha.narayan@icicisecurities.com 
Sunil Teluja ((+91 22 6637 7312) sunil.teluja@icicisecurities.com 
I-Sec Equity Research i-SEC.EquityResearch@icicisecurities.com 

Despite low investor expectations in the run-up to the Budget, the markets came off nearly 
6% yesterday post the Budget announcements, largely on account of the burgeoning fiscal 
deficit, lack of clarity on medium-term measures to control it and the absence of headline 
measures on policy reforms. While we recognise the Government’s lack of choices in the 
current economic environment and were heartened by its resistance to increase taxes, we 
continue to remain concerned on the markets in the short term. We believe some roadmap 
on improving medium-term finances and on reforms will be required over the next few 
months to sustain our 12-month constructive view on the market. 

• Lack of roadmap to control fiscal deficit concerns the markets, in our view. We 
recognise that the Government had limited choices on the deficit front – given the 
current economic situation, clamping down on stimulus or raising taxes could have hurt 
growth. However, we believe that better ‘packaging’ of the Budget with some roadmap 
on fiscal control and policy reforms could have assuaged investors somewhat and 
helped mute the negative stock market reaction. On the positive side, the Government 
did not give in to the temptation to raise taxes, keeping them largely unchanged. It has 
also shown its intent of simplifying the tax structure and reiterated its plans to roll out 
Goods and Service Tax (GST) from April ’10. 

• Key surprises. The absence of excise duties on cigarettes is a key positive surprise. 
Depreciation benefit of 100% for gas transportation pipelines is a positive surprise for 
GAIL. Increase in MAT is a key negative surprise, especially for Reliance Industries 
(RIL) and some telecom companies. Fertiliser subsidy pay-out in cash is a positive 
surprise for fertiliser companies. Lack of sops for housing is a negative surprise for the 
real estate sector. 

• Key beneficiaries & losers. Key sectors to benefit are FMCG, Technology, Fertilisers 
and media, and sectors that stand to lose are Infrastructure, Real estate and Telecom. 
Key stocks that benefit are GAIL, ITC, Gujarat State Petronet (GSPL), Tata 
Consultancy Services (TCS) and HCL Technologies and key stocks to lose are RIL, 
Reliance Communications (RCom), Sterlite Industries and Jindal Steel and Power 
(JSPL). 

• While yesterday’s negative stock market reaction could have been exaggerated, 
we continue to remain concerned in the short term. The key reasons for our 
concern are valuations, uncertainty on the global front and potential event risks such 
as poor monsoons. Also, the reaction of global rating agencies to the Budget needs to 
be watched closely. We remain constructive on the markets over the next 12 months 
with defined direction of reforms and earnings improvement being the key triggers. 

Details to follow in our report ‘Could have been packaged better’ dated July 7, ’09 
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Quarterly results preview UTILITIES 
Good show 
Prakash Gaurav Goel (+91 22 6637 7373) prakash.goel@icicisecurities.com  
Sanket Maheshwari (+91 22 6637 7159) sanket.maheshwari@icicisecurities.com 

We expect the I-Sec Utilities universe to post ~17.6% YoY revenue growth and ~19.6% 
YoY PAT growth in Q1FY10E. Revenue growth will be led by: i) 2,000MW YoY capacity 
addition by NTPC at Sipat (1,000MW) and Kahalgaon (1,000MW), ii) ~24% rise in NTPC’s 
fuel costs owing to increase in the price of domestic coal  and use of imported coal and iii) 
~430MW capacity addition by Tata Power (~190MW merchant, ~240MW regulated). We 
believe PAT will grow at a slightly higher rate of ~19.6% owing to: i) implementation of new 
central electricity regulatory commission (CERC) guidelines, which will boost NTPC’s PAT 
6% over and above 9% coming from capacity addition and ii) ~Rs876mn incremental 
merchant revenues, which will directly boost Tata Power’s bottomline. We expect CESC’s 
revenues to increase ~5% YoY to Rs8.2bn in Q1FY10E led by ~4% demand growth in 
Kolkata licence area. However, CESC’s PAT may dip ~13% YoY as increasing capex for 
Budge-Budge expansion would lower other income. 
• NTPC’s PAT to grow ~15% on 2,000MW capacity addition & new CERC 

guidelines. We expect NTPC’s Q1FY10E PAT to be ~Rs19.9bn (~Rs17.2bn in 
Q1FY09), led by ~24% revenue growth to ~Rs118bn (~Rs95bn in Q1FY09). We 
believe 9% of the PAT growth will come from 2,000MW capacity addition (1,000MW at 
Sipat, 1,000MW at Kahalgaon) in FY09, while 6% from implementation of new CERC 
guidelines. We expect NTPC to generate ~55bn KWhr in Q1FY10E (~51bn KWhr in 
Q1FY09, ~57bn KWhr in Q4FY09) as the company will start regular maintenance 
shutdown of its plants on a cyclical basis from June ’09.  

• Merchant component to boost Tata Power’s Q1FY10E PAT 71% YoY to Rs2.6bn. 
Tata Power has added ~420MW in the past 12 months, of which ~190MW may supply 
merchant power. Given that merchant power rate is at ~Rs8/unit, we expect Tata 
Power’s bottomline to be boosted ~Rs876mn owing to ~321mn merchant units 
generated from Trombay (100MW) and Haldia (90MW) plants. We believe higher 
realisation from merchant will boost Tata Power’s Q1FY10E PAT ~71% YoY to 
Rs2.6bn even as revenues may decline ~6% YoY to Rs19.1bn on ~28% dip in fuel 
costs with phased closure of oil-based unit 4.  

• Capacity addition on track for NTPC and Reliance Power. NTPC synchronised 
500MW Unit 7 at Kahalgaon in June ’09, while Reliance Power (RPower) has likely 
completed all formalities for the financial closure of 300MW Butibori project that is 
expected to come up in FY12. 

Table 1: Quarterly summary 
Company Sales EBITDA PAT 

% Chg % Chg % Chg
(Rs mn) AMJ-09* (YoY) (QoQ) AMJ-09* (YoY) (QoQ) AMJ-09* (YoY) (QoQ)
NTPC 117,524 23.6 2.7 28,007 15.6 26.2  19,893 15.2 (5.9) 
CESC 8,232 5.1 11.1 1,324 8.5 (12.9) 817 (13.1) (13.1) 
Tata Power 19,104 (5.7) 29.6 5,069 66.3 72.8  2,599 71.4 185.6 
Reliance Power 0 0 NA (116) NM NM 989 66 172 
Total 144,860 17.6 6.1 34,284 21% 28.7 24,298 19.6 4.0 
*AMJ: April-June ’09; Source: I-Sec Research  
 

Details to follow in our report ‘Good show’ dated July 7, ’09. 
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Comment 
OIL&GAS – Reliance Industries (Hold) 
Amit Mishra (+91 22 6637 7274) amit.mishra@icicisecurities.com 
Gagan Dixit (+91 22 6637 7480) gagan.dixit@icicisecurities.com 

Event: Contrary to our expectations, the Government has not provided seven-year tax 
holiday for gas production from NELP I-VII blocks. Notably, a court case is ongoing in the 
Allahabad High Court Tax Tribunal regarding the tax holiday; we believe the Government 
will respect the court’s final decision 

Impact: If the court decision goes against Reliance Industries (RIL), the company’s 
effective tax will rise to 28-30% versus our expectations and management guidance of 
11.33%, which will be a huge negative for RIL 

Details: We expect RIL’s KG-D6 to contribute 12-16% to FY10E-11E profit before tax 
(PBT). Moreover, Reliance Petroleum (RPL) is expected to contribute 11-15% to FY10E-
11E PBT. If the tax relief was provided for both key KG-D6 and RPL, as per RIL’s 
management, the company’s effective tax rate would have been at minimum alternate tax 
(MAT) rate. However, with the tax holiday not provided for KG-D6, RIL’s effective tax rate 
will rise to 28-30%, leading to 20-22% dip in FY10E-11E earnings 

• No comments on tax holiday for gas production. Since the court case which will 
decide the fate of seven-year tax holiday for gas production is still ongoing, we 
maintain our current expectations that the tax holiday may eventually be given to RIL. 
This would imply that the company’s earnings may not be hit materially. In such a 
case, RIL will have to pay an effective tax rate of 17% (including 10% surcharge and 
3% educational cess). 

• Earnings to dip 20-22% under higher taxation if the court case is unfavourable. In 
the worst case scenario, RIL’s FY10E-11E earnings would dip 20-22% on account of 
higher effective taxation.  

• MAT rate not meaningful if tax holiday on gas production is not provided. If the 
seven-year tax holiday is not provided on KG-D6 gas production, the effective tax rate 
for RIL will be significantly higher than the increased MAT tax rate at 17%, and hence 
the MAT rate would be meaningless. 

• Earnings impact material; NPV impact marginal. Though the removal of tax holiday 
might significantly impact RIL’s earnings due to profit sharing mechanism, the impact 
on the fair value would be lower at ~Rs30/share.   

• Fair value to reduce to Rs1,726/share. At present, RIL’s fair value is Rs1,756/share; 
our fair value would reduce to Rs1,726/share if the seven-year tax shield on gas 
production from the company’s blocks is not provided. Moreover, higher effective tax 
rate could also lead to a de-rating. We believe the stock could see further correction 
and investors should consider entering at ~Rs1,550/share, which would offer ~10% 
upside to our fair value. 
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Recent reports/updates 

Analyst Company/Sector Date 
Amit Mishra / Gagan Oil&Gas results preview: Muted performance July 6 
Sandeep / Krupal Technology results preview: Muted quarter; sentiments improving July 3 
Sanjay / Sunil Teluja ITC: Rewards higher than risk July 3 
Amit Mishra / Gagan Oil & Gas: Policy announcement…. July 3 
Rajesh Vora Sun Pharma: FDA strictures nettle goliath July 2 
Sanjay / Sunil Teluja Colgate-Palmolive: Stretched valuations…. July 2 
Amit Mishra / Gagan GSPL: Improved tariffs boost earnings July 1 
Abhijit Mitra Tata Steel: Silver lining June 30 
Siddharth / Abhishek Banking sector: Clement horizons June 30 
Prakash / Sanket Reliance Power: Important but expensive June 29 
Anantha /Equity Research team Market Strategy: Pre-budget buyside survey June 29 
Rajesh Vora Glenmark Pharma: Clean up act June 29 
Vikash Mantri Sun TV Network: Standing tall June 26 
Siddharth / Abhishek HDFC Bank: Clearer skies June 25 
Sanjay / Sunil Teluja Retail Counter: Driven by volume growth June 25 
Amit Mishra / Gagan ONGC: Earnings blues June 25 
Amit Mishra/Gagan Gujarat State Petronet: Geared to excel June 23 
Krupal / Sandeep Allied Digital Services: Better poised June 22 
Sandeep / Krupal TCS: Signs of revival June 22 
Prakash / Sanket GSFC: Fairly valued June 19 
Vikash / Suchitra WL TV Today Network: Interrupted transmission June 19 
Prakash / Sanket Rashtriya Chemicals & Fertilizers: Assuming too much June 18 
Vikash / Suchitra WL Jagran Prakashan: Cost control sustains profitability June 17 
Amit Mishra / Gagan Reliance Industries: Gasping for air June 16 
Vikash / Suchitra WL HT Media: On firm ground June 15 
Abhijit Mitra Sesa Goa: Black swan June 12 
Vikash / Suchitra WL Telecom sector: GSM net adds decline further; Aircel impresses June 12 
Siddharth / Abhishek HDFC: Availing market buoyancy June 10 
Shilpa / Hemant  Speedometer (June ’09): Two-wheelers move ahead June 9 
Siddharth / Abhishek SBI: Negative surprise not material June 9 
Prakash / Sanket Fertiliser sector: Policy expectations 2.0 June 8 
Vikash / Suchitra WL Zee Entertainment: Positives priced in June 8 
Amit Mishra / Gagan Oil&Gas: Decoding subsidy policy – Method in the madness June 5 
Vikash / Suchitra WL Media Monitor – June ’09 June 5 
Abhijit Mitra National Aluminium Company: Valuations ungrounded June 4 
Prakash/Novonil/Sanket CESC: Poised to perform June 3 
Shilpa / Hemant  Ashok Leyland: ALL set to grow June 3 
Shilpa / Hemant  Maruti Suzuki: Spiriting up June 1 
Sanjay / Sunil Teluja Colgate Palmolive: Surging ahead June 1 
Sanjay / Sunil Teluja Britannia Industries: Fairly valued June 1 
Abhijit Mitra Steel Authority of India: Valuations cap upside June 1 
Vikash / Suchitra WL Network18 Media & Investments: Wired to win May 29 
Prakash/Novonil/Sanket Tata Power: Merchant boost May 29 
Pallav / Abhijit  Jindal Steel & Power: Set for overall growth May 29 
Amit Mishra / Gagan Cairn India: Lower crude prices hurt earnings May 28 
Krupal / Sandeep NIIT: No surprise May 28 
Amit Mishra / Gagan Indraprastha Gas: Volumes robust, gas pricing hurt profits May 28 
Sandeep / Krupal Maniar Technology Sector: Cautious optimism May 27 
Prakash/Novonil/Sanket NTPC: To gain from stable policies May 26 
Siddharth / Abhishek Banking sector: Poised to soar May 26 
Vikash / Suchitra WL Bharti Airtel: Strategic fit despite dilution concerns May 26 
Rajesh Vora Ranbaxy Lab: Change of guard May 25 
Gaurav / Sunil  HDIL: Concerns pacified May 25 
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I-Sec investment ratings (all ratings relative to Sensex over next 12 months) 
BUY: +10% outperformance; HOLD: -10% to +10% relative performance; SELL: +10% underperformance 

 
 

ANALYST CERTIFICATION  
We /I, Anantha Narayan, PGDM, B.E. Sandeep Shah, CA; Krupal Maniar, CA, CFA; Siddharth Teli, MBA (Finance); Abhishek Murarka, PGDM, MBA (Finance); Abhijit 
Mitra, MBA (Finance), BE; Rajesh Vora, Grad. CWA, CFA; Amit Mishra, PGDM, BE; Gagan Dixit, PGDM, BTech; Vikash Mantri, PGDM, CFA; Suchitra W L, PGDM, 
BE; Gaurav Pathak, PGDM, BTech; Ashish Gupta, PGDBM, B.E. Sanjay Singh, BE, PGDM; Sunil Teluja, MBA (Finance); Prakash Gaurav Goel, CA; Sanket 
Maheshwari, MBA; Hemant Joshi, PGDM, B. Tech;  research analysts and the authors of this report, hereby certify that all of the views expressed in this research 
report accurately reflect our personal views about any and all of the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be 
directly or indirectly related to the specific recommendation(s) or view(s) in this report. Analysts aren't registered as research analysts by FINRA and might not be an 
associated person of the ICICI Securities Inc.   
Disclosures: 
ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing 
group.  We along with affiliates are leading underwriter of securities and participate in virtually all securities trading markets in India.  We and our affiliates have 
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department.  Our research 
professionals provide important input into our investment banking and other business selection processes.  ICICI Securities generally prohibits its analysts, persons 
reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. 

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained 
herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to 
any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information 
herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and employees (“ICICI Securities and affiliates”) are under no 
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-
rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or 
ICICI Securities policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other circumstances. 

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its 
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and may not be used or considered as an offer document 
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customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report 
constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. 
The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their 
own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgement by any 
recipient. The recipient should independently evaluate the investment risks. The value and return of investment may vary because of changes in interest rates, foreign 
exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Past 
performance is not necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. Forward-looking statements are 
not predictions and may be subject to change without notice.    

ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and 
affiliates might have received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for 
services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. ICICI Securities and 
affiliates expect to receive compensation from the companies mentioned in the report within a period of three months following the date of publication of the research 
report for services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. It is confirmed 
that Anantha Narayan, PGDM, B.E. Sandeep Shah, CA; Krupal Maniar, CA, CFA; Siddharth Teli, MBA (Finance); Abhishek Murarka, PGDM, MBA (Finance); Abhijit 
Mitra, MBA (Finance), BE; Rajesh Vora, Grad. CWA, CFA; Amit Mishra, PGDM, BE; Gagan Dixit, PGDM, BTech; Vikash Mantri, PGDM, CFA; Suchitra W L, PGDM, 
BE; Gaurav Pathak, PGDM, BTech; Ashish Gupta, PGDBM, B.E. Sanjay Singh, BE, PGDM; Sunil Teluja, MBA (Finance); Prakash Gaurav Goel, CA; Sanket 
Maheshwari, MBA; Hemant Joshi, PGDM, B. Tech  research analysts and the authors of this report have not received any compensation from the companies 
mentioned in the report in the preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which include 
earnings from Investment Banking and other business.  

ICICI Securities or its affiliates collectively do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month 
preceding the publication of the research report.   
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jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any 
registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category 
of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.  

This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical 
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 

 


	Union Budget 2009-10
	Utilities - Quarterly results preview
	Comment
	Reliance Industries

	Recent reports/updates

