.

31st July 2010

Large Cap cMP 1 TRADING PICK FROM 3 CMP
*

GAIL(*) Rs.438 L

SBI Rs.2,503

Sterlite Industries(*) Rs.174

Mid Cap cMmp 1 TRADING PICK FROM 3 CMP

Anant Raj Ind.(*) Rs.120 NIL o

Prakash Industries Rs.172

Vijaya Bank Rs.73

MOSt Mutual MOSt Options Strategy

SBI Magnum Equity Fund (*) (Large Cap) Strategy: Nifty Long Combo (*) (Bullish)

DSP BlackRock Micro Cap Fund (*) (vid Cap) Strategy: Infosystch Call Ratio Spread (*) (Moderately Bullish)
HDFC Equity Fund (*) (Multi Cap) Strategy: SBI Bull Spread (*) (Moderately Bullish)

(*): New -entry CMP: Current Market Price  MBP: Maximum Buying Price

" Since Largre & Mid Cap shares are available at reasonable valuation , we have not recommended any stock
from Small Cap segment.

www.motilaloswal.com




MOSt
FxF

GAIL
CMP (Rs.) 438
MBP (Rs.) 452
Face Value 10
Equity Shares (Mn) 1,268.4
52-Week Range (H/L) 517/310
M.Cap. (Rs b) 555.8
FY10 |FY11E| FY12E
EPS (Rs)| 24.8 30.6 34.5
P/E (x) 18.7 15.2 13.4

MoTIiLAL OSWAL

GAIL is a major gas transmission, processing, distribution and marketing company in
India,with interests in gas distribution, petrochemicals, LPG, and telecom. It owns ~7,000km
of pipelines (including LPG transmission pipelines), 410KTA petchem capacity, 1.3m ton
LPG /other hydrocarbons capacity and over 13,000 km of optical fiber cable network. GAIL
is also involved in city gas distribution, E&P and power businesses through its joint ventures.

Recent Developments:

GAIL, which operates the largest gas pipeline network in India, is investing 300 billion
rupees ($6.6 billion) to lay new pipelines and augment capacity of existing pipelines to
double its transmission capacity to 300 million cubic metres a day.

Recently announced tariffs positive for GAIL : GAIL had applied for tariff determination of
the HVJ-DVPL network to PNGRB. PNGRB has segregated the tariff into two parts 1) tariff
for the existing network, and 2) tariff for a new expanded DVPL network.

April 2010 tariff order by PNGRB: The tariff of the existing network was reduced by 3-4%
to Rs25.46/mmbtu and the tariff for the new network is approved at Rs53.65/mmbtu. HVJ-
DVPL tariff on a blended basis for FY12 is up by 45% leading to a 35%increase in overall
tariff to Rs1,115/mscm v/s FY10 tariff of Rs826/mscm

Petroleum & Natural Gas Regulatory Board (PNGRB) in April 2010 had approved the levelized
tariff for GAIL's HVJ-DVPL network (for existing and upgradation) and RGTIL's East-West
Pipelines. However, unlike prior practice of charging the single tariff (levelized) across the
network (irrespective of distance), new regulations require charging of distance based
tariffs (each zone of 300km).

Valuation and view:

We value GAIL on SOTP basis at Rs515 (core business at 13x FY12E EPS, investment value of
Rs49/share, and E&P value of Rs23/share). We believe there is further upside potential of at
least Rs27/share from its CGD foray.
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SBI
CMP (Rs.) 2503
MBP (Rs.) 2530
Face Value 10
Equity Shares (Mn) 635
52-Week Range (H/L) 2,519/1,644
M.Cap. (Rs b) 1589.6
FY10 |FY11E |FY12E
EPS (Rs) | 184.4 | 226.0 | 285.4
P/E (x) 13.5 11.0 8.7
ABV 1168 | 1380 | 1606
P/ABV(X)| 2.1 1.8 1.6

MoTIiLAL OSWAL

State Bank of India (SBI) is the largest commercial bank in India, with a balance sheet size of
over Rs7t. The bank, along with associate banks, has a network of over 14,000 branches
across India and controls over 18% of the banking business.

The government owns 57% of the bank, with Flls owning 20% (maximum permissible is
20%).0ver the last couple of years, SBI has been focusing on drawing significant synergies
through an internal consolidation of its associate banks.

Recent Developments:

SBI posted an unexpected 32% drop in reported quarterly profit in 4QFY10, hit by a jump
in bad loan provisions. Key highlights are:

Reported NII grew by 39% YoY and 6.4% QoQ. The NIl stood at Rs. 67.2 bn against
expectation of Rs. 64.6 bn.

Other income declined 5% YoY but was up 34% QoQ.

Operating Expenses were way above expectations at Rs. 60.4 bn (Rs. 48.7 bn expected)
basically due to higher provisioning for employee cost.

Gross NPAs of the bank rose to 3.1% at end-March from 2.9% in the year ago period.
The provision coverage ratio stands at 59%. Provisions for bad loans jumped 69% to Rs
2187 crore (USD 485 million).

The bank expects credit growth of 21-22% in this fiscal year, up from 17% last year.

RBI has mandated a provision coverage ratio of 70% for all the banks by Sep 30, 2010 and
SBl is seeking an extension of the deadline by two quarters.

Valuation and view:

SBI would command valuation premium for its size and for being proxy to growth in
financial service space in Indian economy. We assume consolidated RoE of 16-18% over
FY09-12. We maintain buy on SBI with target price is Rs2,925
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Sterlite Industries

CMP (Rs.) 174
MBP (Rs.) 182
Face Value 1
Equity Shares (Mn) 3,361
52-Week Range (H/L) 232 /136
M.Cap. (Rs b) 587.7

FY10 |FY11E| FY12E

EPS (Rs)| 24.0 17.0 22.8

P/E (x) 7.2 10.2 7.6

MoTIiLAL OSWAL

m  Sterlite Industries is India's largest non-ferrous metals and mining company. Its primary
businesses are Aluminum, Copper, Zinc & Lead and Commercial Energy. It is also First
Indian Metals & Mining Company to list on the New York Stock Exchange.

Recent Developments:

m  Sterlite Inds adjusted 1QFY11 PAT increased 28% YoY to Rs8.6b v/s our estimate of Rs10.7b.
Reported PAT of Rs10b included Rs1.4b of gains on FCCB as per AS30 (reported in other
income). Results were below our estimates largely due to higher costs at Balco and VAL.

m  Sterlite Energy has finally light up boiler for its first unit of 600MW, which is expected to be
fully synchronized by Sep-10. Though there have been delays in commissioning of this
project due to VISA problems to Chinese manpower and some hurdles in acquisition of
certain pieces of land, it is still a one of the fast track project of India.

B Zinc (MIC) production increased 12.2% YoY to 182,000 tons. Copper cathode production
remained flat YoY at 77,000 tons. Copper sales declined 4% YoY to 74,000 tons. Aluminium
production declined 12.5% YoY to 63,000 tons due to complete ramp-down of Balco-1
smelter.

B Though Sterlite Energy is expected to supply power to second phase of VAL at long term
power rates to state grid, VAL is reconsidering reviving 1,980MW CPP. FY11 EPS is expected
to grow 38% YoY to Rs66.2, which will grow further by 40% to Rs92.4 in FY12.

m  Sterlite Industries may get remaining Balco's 49% stake from Indian government sooner as
the arbitration case is moving in its favor. Former Solicitor-General, Mr. Subramanium had
suggested that government's case is weakening in Arbitration. The next hearing on call
option for buying remaining 49% stake of Balco from Indian government is scheduled in
August 2010.

m  Production growth of zinc, lead and silver and sale of surplus power from Balco and Sterlite
Energy will drive earnings at CAGR of 37% over FY10-FY12.
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Anant Raj Industries

CMP (Rs.) 120
MBP (Rs.) 126
Face Value 2
Equity Shares (Mn) 295
52-Week Range (H/L) 163/98
M.Cap. (Rs b) 35.3

FY10 |FY11E | FY12E

EPS (Rs) | 8.1 7.8 13.2

P/E (x) 15.0 15.6 9.2

MoTIiLAL OSWAL

B Anant Raj Industries (ARIL) is a Delhi/NCR focused real-estate company. While historically, it

focused on capital intensive verticals such as commercial and retail, it plans to expand its
focus area to the residential vertical. ARIL also owns one of India's leading ceramic tiles
production facility at Rewari, Haryna. The current plant capacity is 12,000 square meters of
tiles per day. It brings all its infrastructure development businesses together; the management
merged 35 group companies with ARIL between 2005 and 2008.

Recent Developments:

B ARIL's 4QFY10 results were significantly lower than our estimates. EBITDA stood at
Rs262 down 66% QoQ vs our estimate of Rs711m. EBITDA margins stood at 77%
up13pp YoY.

B The key reason for negative variance was lower than expected real estate land sales
and rental income in 4QFY10. Real estate income for 4QFY10 declined by 56% QoQ
(up 28% YoY). Anant Raj had been maintaining a run rate of Rs700m for sales in its
real estate vertical in the first 3 quarters of FY10. Adjusted PAT was up 95% YoY to
Rs297m vs our estimate of Rs579m.

B The key expectation in FY10 was launch of ARIL's premium residential project at Hauz
Khaz in South Central Delhi, which as per company's guidance was slated for launch
in Oct-09. However, the official launch of this project has not yet materialized.

m Valuation & View:

ARIL has a robust business model with multiple revenue streams and high monetization
visibility. We expect net profit to increase at 27% CAGR over FY10-12. Our FY12E
NAV for ARIL is Rs205/share. The residential vertical constitutes 38% of GAV while the
commercial and hospitality verticals constitute 21% and 16% of GAV, respectively.
The stock trades at ~0.8x FY12E BV of Rs139.5 and close to 50% discount to its FY12
NAV of Rs205, which is attractive compared to industry peers. Maintain:Buy.
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Prakash Industries

CMP (Rs.) 172
MBP (Rs.) 190
Face Value 10
Equity Shares (Mn) 122
52-Week Range (H/L) 243 /114
M.Cap. (Rs b) 21.3
FY10 |FY11E| FY12E

EPS (Rs)| 21.6 23.6 39.6

P/E (x) 8.5 7.8 4.6

MoTIiLAL OSWAL

Prakash Industries Limited is engaged in integrated steel and power operations involving
production of sponge iron, mild steel billets, heave and medium structural, wire rod, and
ferro alloys with generation of power

Rs33b capex over five years: Prakash Industries will spend Rs33b over five years to nearly
double its crude steel production, expand its sponge iron capacity to capitalize on iron ore
integration and put up a 625MW power plant.

Increasing integration for insulation from input price risks:

company's steel making capacity will increase from 550,000tpa to 1mtpa by March 2012
and its sponge iron capacity will increase from 400,000tpa to Tmtpa. Consequently, its
dependence on the purchase of raw material will fall.

625MW power plant to generate surplus power from FY12:

The first unit of a 125MW unit of the planned 625MW project was ordered in CY09 and is
expected to be commissioned by FY11. Thus, the power capacity will rise to 237MW. The
company's surplus power will be available for merchant sale.

Minerals - a strong base to build growth : Captive mines have reserves of 150m tons of
coal and 85m tons of iron ore. Prakash Industries is extracting nearly 1mtpa of coal from the
Chotia mine to feed its 100MW CPP and sponge iron kilns. The Madanpur coal block and
Kawardha iron ore mines are expected to start production in mid- 2010 subject to getting
statutory clearances.

Valuation & View:

Over FY09-12, we expect COMPANY'S EBITDA to grow at 39% CAGR to Rs7.9b due to
rawmaterial integration. We expect PAT growth of 40% CAGR to Rs5.6b. Valuations
are attractive and the business model is robust and our target price is Rs293 (~60%
upside) based on 5.5x FY12E EV/EBITDA. We initiate maintain Buy.
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Vijaya Bank

CMP (Rs.) 73
MBP (Rs.) 75
Face Value 10
Equity Shares (Mn) 434
52-Week Range (H/L) 73/40
M.Cap. (Rs b) 31.4
FY10 (FY11E|FY12E
EPS 11.7 13.5 15.0
P/E 6.0 5.2 4.7
ABV 48 62 77
P/ABV 1.5 1.1 0.9

MoTIiLAL OSWAL

Vijaya bank is mid size PSU bank with Balance sheet size of over Rs. 700 billion. The bank
has the highest number of branches in its home state Karnataka. During the financial Year
2009-10, the bank has opee ned 57 Branches and 3 Extension Counters.

In line with the prevailing trends, the bank has been giving greater thrust towards
technological upgradation of its operations.The bank has network of 1158 branches, 46
Extention Counters and 435 ATMs. All 1158 branches,46 extention counters, 12 service
branches are functioning on CBS platform, and at 758 centers, covering 100 % of Bank's
business.

Recent Developments:

Vijaya Bank's Q1 FY10 results were better than expectations. Key highlights are:

Net profit was up 21% YoY to Rs 173.48 crores

NIl increased by 48% YoY to Rs 444.90 crore

Other income declined by 16%> However, sharp fall in cost to income ratio by 940 bps has
pushed Operating Profits higher by 50% to Rs 314.26 crore.

However, 112% jump in total provisions including taxation has restricted growth in Net
Profit at 21% on y-o-y basis

Key Investment Arguments:

Asset quality of the bank has marginally improved in the quarter ended June 2010.
The Gross NPA in absolute terms has declined by 10% on y-o-y basis and 2% on g-o-
g basis to Rs 972.79 crore. On the other hand, Net NPA has declined by 2% on y-o-y
basis and 4% on g-o-q basis to Rs 560.87 crore in the quarter under review.

Valuation & View:

We continue to remain bullish on the growth prospects of mid size PSU banks in
India. With the growth in economy, our estimates on NPA is has significantly come
down. We maintain buy on Vijaya Bank.
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MOSt Mutual

SBI Magnum Equity Fund (*) (Large Cap)
DSP BlackRock Micro Cap Fund (*) (vid Cap)
HDFC Equity Fund (*) (Multi Cap)
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SBI Magnum Equity Fund (Large Cap)

At a Glance
Latest NAV (Gr):
Latest NAV (Div):
Fund Category:
Type:

Exit Load (%):
Inception Date:

Net Assets (Rs. Cr.):

Rs. 42.24 (July 29, 10)
Rs. 31.87 (July 29, 10)

Equity Diversified
Open Ended

1% (< 365 days)
1-Jan-91

432.71 (30-Jun-10)

Fund Manager

Rama lyer Srinivasan (Since May 2

Portfolio Attributes
Top 5 Holdings

No. of Stocks

Exposure to Sensex
Exposure to Nifty
Portfolio PE Trailing
Expense Ratio

28.44%

33

58.16%

70.09%

24.76

2.26 (30-Jun-10)

Dividends Declared
31-Dec-09

7-Nov-07

3-Oct-06

50%
50%
50%

Scheme Objective
It aims to provide the investor Long-term
capital appreciation by investing in high
growth companies along with the
liquidity of an open-ended scheme
through investments primarily in
equities and the balance in debt and
money market instruments.

Scheme Analysis

Started in 1991 as close-ended scheme,
it was made an open ended in Jan 1998.
It seeks to invest in high growth
companies. In past, the fund has moved
its assets tactfully. From a high cash
exposure of 21% in Dec 08, it reduced it
to 1.69% in June 10 which helped it in
containing the losses in downturn and
giving return in up market. The fund has
high exposures in Banks (16.39%),
Petroleum & Gas (14.97%) and Auto &
Auto Ancilliaries (11.73%). In Auto, it
increased its average exposure from
1.91% in Dec 08 to the current level. It
outperformed its benchmark in all
categories.

31st July 2010
NAV Movement
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At a Glance
Latest NAV (Gr): Rs. 16.37 (July 29, 10)
Latest NAV (Div): -

Fund Category: Equity Diversified
Entry Load (%): Nil
Exit Load (%): 0.5% (< 36 months)
Inception Date: 14-Jun-07

Net Assets (Rs. Cr.): 280.29 (30-Jun-10)

DSP BlackRock Micro Cap Fund (mid Cap)

Fund Manager
Apoorva Shah (Since May 2008 )

Portfolio Attributes

Top 5 Holdings 22.61%
No. of Stocks 40
Exposure to BSE 200 4.88%
Exposure to CNX 500 37.57%
Portfolio PE Trailing 21.71

Expense Ratio 2.28 (30-Jun-10)

Dividends Declared

Scheme Objective

It seeks to generate long-term capital
appreciation from a portfolio that is
substantially consituted of equity and
equity related securities, which are not
part of the top 300 companies by market
captalisation.

Scheme Analysis

Beaten in the recent downturn, it turned
up smartly beating all the street
categories. DSPBR Micro Cap does the
frequent churning as relevant from its
high portfolio turnover ratio (317%). It
moved out of some sectors completely
again to come back into it. In Auto &
Airlines, it moved out completely in June
2010 while it increased its exposure in
Engineering & Capital Goods. Similarly,
it increased its exposure in Pharma
(14.4%). In 1-Yr and 2-Yr category, it
scored 84.98% and 80.21%,
outperforming its benchmark by a
decent margin. The top 10 holdings
comprise of 39.92% of its total assets.

- Mc
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At a Glance
Latest NAV (Gr): Rs. 263.03 (July 29, 10)
Latest NAV (Div): Rs. 48.34 (July 29, 10)

Fund Category: Equity Diversified
Entry Load (%): Nil
Exit Load (%): 1% (< 365 days)
Inception Date: 1-Jan-95

Net Assets (Rs. Cr.): 6734.63 (30-Jun-10)

HDFC Equity Fund (Multi Cap)

Fund Manager
Prashant Jain (Since June 2003)

Portfolio Attributes

Top 5 Holdings 24.94%
No. of Stocks 62
Exposure to Sensex 39.01%
Exposure to Nifty 48.59%
Portfolio PE Trailing 24.76

Expense Ratio 1.81 (31-Mar-10)

Dividends Declared

25-Mar-10 40%
19-Mar-09 30%
7-Mar-08 55%

Scheme Objective

It aims to achieve long term capital
appreciation by investing predominantly
in growth companies preferably of mid
and large sized companies. In order to
reduce the risk of volatility, the scheme
will diversify across major industries and
economic sectors.

Scheme Analysis

The Fund comprises 46.09% of growth
stocks across all caps. Managing a huge
AUM of Rs. 6,735 cr, the third largest, the
fund has shown a decent performance
across all categories. It scored 43.18% in
1-year category against the category
average of 29.28%. However, in down
market (2008), it shielded itself from fall,
scoring (-)49.68% against category fall of
(-)55.48%. The Fund Manager is bullish
on Banks, Petroleum including Pharma.
The top 3 sector holdings comprise
43.02%. The top holding is SBI (7.52%),
ONGC (6.67%), Titan Industries (3.79%)
& Bank of Baroda (3.75%).

Mo
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MOSt Options Strategy
Strategy: Nifty Long Combo (*) (Bullish)
Strategy: Infosystch Call Ratio Spread (*) (Moderately Bullish)

Strategy: SBI Bull Spread (*)(Moderately Bullish)
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View

Rationale

Premium Inflow

Strategy: Nifty Long Combo
Bullish
1.Nifty August OIPCR indicates bullish outlook supported by lower Implied Volatility.
2.Nifty may find support around 5000 levels led by lower strike put writing.

Rs. 700 (per spread)

Margin Rs. 18,000.00 (Approx)
Strategy
BUY/SELL SCRIP SERIES OPTION STRIKE PRICE RECO PRICE
BUY NIFTY AUG CE 5600 Rs.15-17
SELL NIFTY AUG PE 5100 Rs.29 - 31

PIL

S

Pay Off on Expiry

BREAK EVEN POINT MAXIMUM PROFIT MAXIMUM LOSS
5086 Unlimited Above 5600 Unlimited below 5086

Strike

www.motilaloswal.com




\\»

OPTIONS STRATEGY 31st July 2010

Strategy: Infosystch Call Ratio Spread
View :  Moderately Bullish
Rationale : 1. Above average Long Rollovers.

2. Writing in Higher Strike calls may cap upside.

Premium Inflow : Rs. 875 (per Call)
Margin : Rs. 90,000 (Approx.)
Strategy
BUY/SELL SCRIP SERIES OPTION STRIKE PRICE RECO PRICE
BUY INFOSYSTCH AUG CA 2850 Rs. 28- 30
SELL-2 LOT  INFOSYSTCH AUG CA 2900 Rs.17-19
E |||||||||||||||||||||||||
) \ Pay Off on Expiry
| BREAK EVEN POINT MAXIMUM PROFIT MAXIMUM LOSS
stk 2957 Rs. 7,125 At 2900 Unlimited Above 2957
e
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Strategy: SBI Bull Spread
View :  Moderately Bullish
Rationale : 1. Long Rollovers with MoM increment in futures.

2. Sustaining above the heaviest build up call creating head room for the upside.

Premium Outflow : Rs. 3,125 (per Spread)

Margin : Rs. 39,000 (Approx.)
Strategy
BUY/SELL SCRIP SERIES OPTION STRIKE PRICE RECO PRICE
BUY SBI AUG CA 2550 Rs.33-35
SELL SBI AUG CA 2650 Rs8-10

PIL

Pay Off on Expiry

/ BREAK EVEN POINT MAXIMUM PROFIT MAXIMUM LOSS

2575 Rs. 9,375 Above 2650 Rs.3,125 Below 2550

Strike

www.motilaloswal.com
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DISCLAIMER 31st July 2010

Disclaimer : This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or
taxation advice to you. Motilal Oswal Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This
report is not for public distribution and has been furnished to you solely for your information and should not be reproduced or
redistributed to any other person in any form.

The report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should
not be relied upon such. MOSt or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may
arise to any person from any inadvertent error in the information contained in this report. MOSt or any of its affiliates or employees do
not provide, at any time, any express or implied warranty of any kind, regardingany matter pertaining to this report, including without
limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. Therecipients of this
report should rely on their own investigations.

MOSt and/or its Group Companies, their Directors, affiliates and/or employees may have interests/ positions, financial or otherwise in
the securities/commodities and other investment products mentioned in this report. Further, MOSt and / or its Investment Banking Arm
(Motilal Oswal Investment Advisors Private Limited) may have broking and / or investment banking relationship with the Compnies
covered in this report.

Disclosure of Interest Statement:

The MOSt group and its Directors own shares in the following companies : Bharat Electronics, Bharti Airtel, Birla Corporation, GSK
Pharma, Hero Honda, IOC, Marico, Oriental Bank, Siemens and State Bank.

MOSt has broking relationships with a few of the companies covered in this report.
MOSt is engaged in providing investment-banking services in the following companies covered in this report: Alok Industries and
Sintex Industris.

This information is subject to change without any prior notice. MOSt reserves the right to make modifications and alternations to this
statement as may be required from time to time. Nevertheless, MOSt is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific.

Motilal Oswal Securities Ltd.

Regd. Office:- Palm Spring Centre, 2nd floor, Palm Court Complex
New Link Road, Malad (W), Mumbai-64.
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