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News Updates

Big foreign funds assure to buy 5% stake sale in ONGC

 Overseas investors, including sovereign funds from Abu Dhabi and Kuwait,
have assured the government to buy up the proposed 5% stake sale in ONGC.

 Representatives of various funds from Singapore, the Middle East and London,
who met finance ministry officials last week, have informally ‘underwritten’
the stake sale in the state-run company that could help the government raise
about Rs 120 bn.

 These assurances from investors come amid promises that the forthcoming
budget will address many of the macroeconomic issues such as fiscal deficit
and other long-pending reforms.

Our take:
We believe that there would be enough competition among institutional investors
as they can get large allotments at a reasonable price. It could not be possible in
case they were to buy large numbers in the secondary market due to higher impact
cost. Therefore they should be willing to bid at a price higher than the market price.
We believe that floor price should be near of Rs 300. So investors could gain from
price difference of current market price and bid price.

Valuation
We are positive on ONGC from the long-term perspective due to the likely
rationalization (over long-term) of subsidy sharing and potential reserve accretion
from its large E&P acreage. ONGC trades at a ~50% discount to its global peers on
EV/BOE (1P basis). However, in the near term, due to continued high under-
recoveries, subsidy burden on ONGC is likely to remain high (apart from ad-hoc),
thereby impacting profits. A key thing to watch would be clarity on upstream sharing
and volume growth. At the CMP of Rs. 280, ONGC is trading at 4.70xFY2012E and
4.20xFY2013E EV/EBITDA, significant discount to its peers.
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Global Markets - Outlook
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Global Market Update

 US Markets: U.S. markets were shut as they celebrated Presidents Day.

 Set ups on S&P 500, Dow Industrial Average and Nasdaq 100 are looking
good. Our target of 1360 on S&P 500 was achieved as of last Friday’s close.

 Emerging markets: Asian shares edge higher as investors wait for the outcome
of a meeting that may mean Greece avoids bankruptcy next month.  Most of
indices are trading with mild gains of 0.10% to 0.20% this morning.

 Bullions & Commodities: Gold is trading at $1736.10 per troy ounce this
morning up 0.59% from previous close. Crude oil is trading at $104.76 a barrel
while Brent Crude future is trading at $120.18 per barrel.

 Currencies: The U.S. Dollar Index tracking the U.S. currency against a basket
of six others currencies trading at 79.12 this morning down (0.05%) from
previous close. Long term set ups up on Dollar Index remains strong. The
dollar and U.S. stocks often trade on opposite paths, with a weak dollar seen
as providing investors with cheap funding to buy stocks. Plus the dollar’s drop
generally helps U.S. companies’ overseas sales.
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