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T
hanks to the rapid rise

projected in rural in-

comes over the next few

years, especially in the up-

per income groups, the share

of demand from the rural ar-

eas is projected to rise steadi-

ly — by the end of the decade,

roughly 11 per cent of the

country’s demand for

cars/jeeps will come from ru-

ral areas. While some part

of this is clearly due to

the fact that rural areas

are home to the major-

ity of the country’s pop-

ulation, the gap be-

tween rural and urban

usage patterns is also

projected to decline sig-

nificantly, according to

the National Council of

Applied Economic Re-

search’s (NCAER) lat-

est The Great Indian

Market, based on its all-

India sample survey of

over 300,000 house-

holds.

At the aggregate lev-

el, nearly a tenth of all

urban households

owned a car/jeep in

2001-02 compared to a

mere 0.3 per cent in ru-

ral areas. By the end of

the decade, while urban

usage will grow to 26 per

cent, rural usage will in-

crease to 1.2 per cent.
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i-flex alliance

i-flex on Tuesday announced an al-

liance with Capco to acquire intellectual

property rights for its operational risk

tool suite, Ortos. PAGE 13

Kopran, Merck deal

Kopran has transferred three of its

brands — Vent, Tini and Bid —and the

design for inhalers to Merck Speciali-

ties Pvt Ltd for Rs 20 crore. PAGE 13

Videocon in Jordan

Videocon Industries Ltd will sign a prelim-

inary agreement for developing four oil

fields in Jordan on Wednesday. PAGE 13

TCS to hire 13,500

TCS will recruit 13,500 people during

2005-06, including 2,000 people from

abroad.

Yes Bank IPO

Yes Bank's IPO, which closed on Tues-

day, was subscribed 29 times. The bank

received bids aggregating about Rs

9,000 crore against its proposal to raise

about Rs 300-350 crore.

Airbus retracts

Airbus has decided not to press its de-

mand for a CVC probe into orders

placed on arch rival Boeing by Air-India.

MTNL net down

MTNL reported a 18.38 per cent drop in

net profit to Rs 938.97 crore and a 12.19

per cent drop in net income from servic-

es to Rs 5,592.38 crore in 2004-05.

IOC refinery

IndianOil plans to invest Rs 23,000

crore over the next five years in new re-

fining capacity. PAGE 2

Hyundai in China

Hyundai on Tuesday signed an agree-

ment with China's Guangzhou Motor

Group to set up a $1.24bn commercial

vehicle joint venture. PAGE 8

Posco MoU

Posco will sign a MoU with Orissa on

Wednesday to set up a 12 million tonne

steel plant at Paradip. PAGE 13

Airports upgrade

A group of ministers will take up the is-

sue of the modernisation and privatisa-

tion of Mumbai and Delhi airports on

Wednesday.
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BROAD-BASED RALLY TAKES MARKET TO 7,076 POINTS

Sensex not out of

steam above 7,000
OUR MARKETS BUREAU

Mumbai, 21 June

L
ed by a rally in index

heavyweights Reliance

Industries and Oil and

Natural Gas Corporation, the

30-share Bombay Stock Ex-

change index scaled the

7,000-point peak today and

stayed put there to close at

7,076.52, for the first time in

its 130-year history.

The 50-scrip National

Stock Exchange index too

closed at a historic high of

2,170 points. Against the over-

all perception that the mar-

kets might correct after

breaching the 7,000 mark yes-

terday, the Sensex touched

an intra-day high of 7,083.58,

gaining 98 points. The rally

was broad-based, triggered

by Reliance, ONGC and news

of the good progress of the

monsoon. Reliance Indus-

tries, the second-biggest con-

stituent of the index, rose 2.46

per cent to close at a new high

of Rs 645.90 and ONGC 2.5

per cent to close at Rs 944.95.

The market capitalisation

of BSE today rose to Rs

18,20,000 crore but was still

below its all-time high of Rs

18,31,000 crore recorded on

June 15. Despite the rally, los-

ers continued to outnumber

gainers by a wide margin for

the third successive day today

with 1,134 stocks advancing

and 1,358 stocks declining.

However, among the 30

share Sensex basket, there

were more gainers than los-

ers. Against yesterday’s ra-

tio of 14:16, today 24 stocks

ended in positive territory

while six scrips ended low-

er. The volumes were mod-

erate with both the ex-

changes accounting for Rs

8190.91 crore trading. 
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Industrial unrest resurfaces

SUVEEN K SINHA & 

S KALYANA RAMANATHAN

New Delhi, 21 June

E
mboldened by the

resurgence of the Left

and aware of corporate cof-

fers bursting at their seams,

workers have struck work

in a number of companies

in the last few months. More

are expected to do so in the

near future.

The Limda plant of Apol-

lo Tyres near Baroda wit-

nessed a strike in the first

week of this month. Work-

ers have been on strike at S

Kumars Nationwide Ltd’s

worsted fabric plant at

Thandavapura near Mysore

since May 31. The contract

transporters of Tata Motors

struck work on June 7. A

strike was avoided in May

this year at Toyota Kirloskar

Motors by a wage hike. Com-

pany insiders say the man-

agement is thinking of ex-

panding operations outside

Karnataka, possibly to a lo-

cation in North India, where,

they hope, labour would be

more manageable.

Hyundai Motors India

Ltd, in a seemingly pre-

emptive move, has agreed

to a wage revision every

three years starting next

year. Workers of Maha-

rashtra and Gujarat elec-

tricity boards have been

threatening strikes. 

And all the unions of

Coal India have jointly

called a strike from July 18

unless wages are revised.

The indications were there

last year only, with the Eco-

nomic Survey showing a

rise in mandays lost due to

strikes to 3.20 million in the

first nine months of 2004-

05, as compared to 3.20 mil-

lion in entire 2003. 
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By the end of the decade, 11% of car demand will come from rural areas

Bharat forges ahead

Anil makes

open offer

for Rel Cap

OUR CORPORATE BUREAU

Mumbai, 21 June

A
nil Ambani today an-

nounced an open offer for

20 per cent paid-up equity of Re-

liance Capital Ltd (RCL), the fi-

nancial services company now

under the Anil Dhirubhai Am-

bani Enterprises group.

The open offer has been

made at Rs 231 a share, nearly

25 per cent lower than today’s

closing of Rs 289 on the Bom-

bay Stock Exchange, but Rs 3

per share more than what he

had committed to invest in the

company on Sunday.

Anil will spend Rs 1,188

crore for the open offer if it is

fully subscribed. This is over

and above his commitment to

invest Rs 2,000 crore in prefer-

ential shares of the company. 

The offer, to open on August

11, is not subject to any mini-

mum acceptance level. It will

close on August 30.

The offer follows the RCL

board’s decision on Sunday to

allot 60 million preferential

shares of Rs 10 each and 41 mil-

lion warrants, attaching rights

to convert them to equity shares,

to Anil for Rs 228 a share. The

RCL board had also decided to

issue up to 29 million equity

shares to financial institutions.

Market sources said the open

offer price might be revised, con-

sidering its difference with the

ruling market price. However,

merchant banking sources said

a decision on price revision

would be taken seven days be-

fore the closure of the offer.

The acquirers — Anil and his

newly-floated AAA Enterpris-

es — will have maximum 32.03

per cent or minimum 27.74 per

cent of the voting rights of RCL

after the preferential issue, de-

pending on the number of

shares issued to the financial in-

vestors. On full subscription of

the proposed open offer, Anil’s

stake will go up by 20 per cent.

As of today, Anil and his wife,

Tina, hold a combined 0.28 per

cent stake in RCL. AAA Enter-

prises, which has Anil and Tina

as directors, is yet to commence

operations. 

RCL promoter Reliance In-

dustries’ holding in the compa-

ny will come down from 32 to

27 per cent, depending on the

subscriptions of the investors

following the issue of preferen-

tial shares. This holding will ul-

timately be transferred to AAA

Enterprises, in line with the set-

tlement reached between the

Ambani brothers last week. On

Sunday, Anil had announced

that RCL would be repositioned

as a full spectrum financial serv-

ices powerhouse.

CRUDE OIL

London Brent 

falls 50 cents

Price: $ 57.82 a barrel

MUTUAL FUNDS

Funds with FMCG 

focus outperform

90-day return: 8.4%

FOREX

Euro hovers near 

9-month lows

Euro: $1.2135

GOLD

Spot gold at 

$434.8/oz

Prev close: $438.5/oz

CREATIVE BUSINESS

THE NUMBERS GAME

Star is scaling up KBC II
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PLUS

In association with

Business Standard

Deputy Chairman of Planning Commis-

sion Montek Singh Ahluwalia speaking

at a book release function in New Delhi

on Tuesday. He said the growth in the

economy since the 1990s nothwith-

standing, there has not been much re-

duction in poverty levels PTI

REPORT ON PAGE 3

www.business-standard.com

From rich to

poor

The primary

function of the

G8 summit is to

socialise the

neo-cons in Washington, writes

Nitin Desai

OPINION: PAGE 11

10 BS DEBATE

More talk

Will OneIndia

help the spread

of telephony?

BS specials

� Offer opens on August

11 and closes on

August 30

� Anil will spend Rs 1,188

crore if it is fully 

subscribed

� This is over and above

his commitment to

invest Rs 2,000 crore in 

preferential shares

Closing in

TROUBLED: Apollo Tyres, S Kumars

Nationwide Ltd, Tata Motors

TROUBLE BREWING: Coal India,

Maharashtra State Electricity Board,

Gujarat Electricity Board

TROUBLE AVOIDED: Toyota

Kirloskar, Hyundai Motors

Labour pangs

STRENGTHS

� Sensex company earnings expected to

grow 23 per cent in 2005-06 

� Sensex trailing P/E at 15.17 

� Domestic mutual funds collections are

buoyant; FII flows strong

WEAKNESSES

� Mid-cap valuations appear to be stretched

� Market breadth indicators are bearish

� Nifty futures trading at a discount to cash

OPPORTUNITIES

� Possible Chinese slowdown could mean 

diversion of some regional flows to India

� Valuations are higher in other Asian

economies 

THREATS

� Inflationary pressure from rising oil prices

� Commodity prices could fall further if

China slows down

Explaining the rally

Top 5 Sensex gainers

Rs/share Today’s close% Chg

Cipla 304.75 7.08

Guj Amb Cem 62.85 5.99

ICICI Bank 418.45 3.30

HLL 152.60 3.00

Maruti Udyog 453.75 2.58

Earnings prop up

fundamentals
OUR SMART INVESTOR

TEAM

MUMBAI, 21 JUNE 

F
undamentally, stock mar-

kets are on a firm footing

with corporate earnings

growth expected to be in the

range of 20 per cent in fiscal

2005-06. Over the past two

years, Sensex earnings (earn-

ings of all Sensex companies

combined in accordance with

their weights in the index)

have grown about 29 per cent

per annum. This year could

be a bit lower, yet good

enough to justify current eq-

uity prices.

According to Mihir Vora,

head of equities at ABN Am-

ro mutual fund, markets as a

whole still looks attractive.

“There are specific stocks

and sectors which appear

overvalued now, but they will

be counter balanced by oth-

ers which are still underval-

ued,” says Vora.

As per consensus among

research houses, sectors

which are likely to see the

maximum growth (EPS) in

FY06 is telecom at 77 per

cent. Technology and met-

als comes in next, both of

which are expected to grow

by more than 30 per cent, fol-

lowed by power and engi-

neering companies at 29 per

cent. Among those expect-

ed to post least growth in-

clude media (1 per cent),

banking (8 per cent) and

chemicals at 9 per cent.

As for the Sensex, the in-

dex valuations for fiscal

2004-05 were actually

cheaper at 15 times com-

pared to 19 times for FY04.

And according to consensus

estimates, the valuations are

going to be still cheaper go-

ing forward. The estimates

for Sensex valuations for

FY06 are at 13-14 times. 
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Offer at Rs 231 a share 

Business Standard

LOCALISING

Last week we gave you

more pages. This week

we take the process of

change another step

forward, by giving you

more local and regional

news.

Readers can now look

forward to in-depth

reportage and analysis

of business in their

immediate environment

in two pages of Accent

West, Tuesday to Friday

every week. These

pages give you more

news on Maharashtra

and the western states.

For easier navigation,

the two Accent pages

are in the first section,

along with news on the

economy, politics and

international business;

the second section deals

once again with

corporate and market

news. 

These changes are in

addition to our new,

wider coverage of stocks

and commodities

markets introduced last

week. We now have not

one but two

commodities pages.

There is also more for

the equities investor in

our enlarged and

improved stock listings.

The process does not

end here, of course. 

Look out for more

changes in Business

Standard over the next

few weeks that we trust

will make the paper

even more essential

reading for you.


