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The market breadth is weak and has reached oversold levels again. While last week suggested a possibility of short-term bullish
momentum, it remains a sell-on-rise market (For reference: we consider the market to be in the oversold zone when all three key
EMAs touch the green line at the bottom.) 

Nifty500

50EMA

200EMA

Indian Markets Face Headwinds: Weekly Update, Looming Death Cross and Budget Anticipation

The Indian stock market experienced a challenging week, with the Nifty500 declining by over 1.67%. The bearish sentiment was
driven by both domestic and global factors, keeping the index below its 50MA and 200EMA. This technical positioning suggests a
continuation of the bearish trend, prompting traders to remain cautious and maintain strict stop-losses.

A significant development is the imminent formation of a death cross on the Nifty500 and other benchmark indices. While this
technical pattern, where the 50EMA crosses below the 200EMA, sounds scary and is often seen as bearish, historical data shows it
has signaled a market bottom rather than a prolonged downturn.

The current market environment is predominantly stock-specific, with more companies reacting negatively to earnings results
than positively. Investors are advised to wait for a clear uptrend before taking significant positions. Looking ahead, all eyes are on
the upcoming Union Budget. Market participants will be watching closely for potential boosts to sectors such as defense,
infrastructure, and consumption if budget expectations are met.
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Weekly Concept Spotlight

Basics of How to Read Quarterly Financials
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Sep 2024
Quarter

Quarterly results statements provide a snapshot of a company's financial performance over a three-month period.

Understanding these reports are crucial for making informed investment decisions or simply staying informed about a

company's health. 

According to SEBI Regulations, a listed company has to submit its quarterly financial results (only Profit & Loss

Account) to Stock Exchanges, within 45 days of the end of each quarter. For June & December quarter, Balance Sheet

and Cash Flow Statement are also required to be submitted along with Profit & Loss Account. Companies listed on SME

Exchanges have to submit these financial statements only for half-year periods i.e. September and March end.

Here's a sample filing of December 2024 quarter done by Aeroflex Industries Limited. Our intention here is to have a

quick guide on how to read these quarterly statements.
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Dec 2023
Quarter

9 months
ending Dec 2024

& Dec 2023

Last Financial
Year 2024
results

Always see
Consolidated results

Dec 2024
Quarter

Yellow highlighted
period is what we’re

interested in

Always remove Exceptional
items such as fire in factory

etc. from the Results

Always use Diluted EPS for your
calculations. Diluted EPS takes
into account potential ESOP &

Warrants conversion.

Key Components to focus on:
Revenue

Operating Profit

Net Profit

Sales of products
& services of
core business

Income from other
than core business

Cost of Goods Sold (COGS)

Salaries etc.
Interest on loans taken

Non-cash expense
allocated on Fixed Assets

Admin, Marketing, other
misc. expenses

Tax

Net Profit

Revenue
- COGS
Gross Profit
- Employee benefit & other exp.
EBITDA (Operating profit)
- Depreciation
EBIT
- Interest
PBT
- Taxes
PAT
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YoY??

YoY comparisons neutralize the impact
of seasonal fluctuations in business

performance. Many businesses
experience predictable seasonal cycles,

such as retailers seeing peak demand
during the holiday season. By comparing

the same time periods across different
years (e.g., Dec 2024 vs. Dec 2023), we

can assess true growth without the
distortions caused by seasonal extremes.

What do you mean

‘Expectations’?

Consider the case of Syngene International, which reported double digit

growth in Revenue and Net Profit, improvement in margins, yet the stock price

fell over 6% the next day of declaring results.

Or L&T Technology Services, which reported fall in margin and profitability,

but still the stock gained 8% next day after declaring results. Even TradingView

has a negative       earning sign on the date LTTS declared its results.

This is precisely the reason why we have categorised Earnings Results into

‘Blockbuster’, ‘Positive’, ‘Dismal’, ‘Negative’ and ‘No impact’ in our Dashboard.
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What do we make out of Aeroflex December quarter results?

The company reported Revenue of ₹99.80 cr. in Dec 2024, compared to ₹73.13 cr. in

Dec 2023, an increase of 36% year-on-year (YoY). On this revenue of ₹99.80 cr., it

earned Operating Profit (EBITDA) of ₹21.70 cr. i.e. Operating Profit Margin (OPM%) of

21.7% in Dec 2024, compared to 18.9% OPM% in Dec 2023. The Net Profit increased

to ₹15.21 cr. in Dec 2024, compared to ₹9.04 cr., thus an increase of 68% YoY. 

Aeroflex also provided an Investor Presentation after announcing its results where it

outlined its strategic growth initiatives, market expansion strategy, updates on

capacity expansion and operational improvements. Aeroflex also held its earnings

call, transcript of which is also available.

All in all, Aeroflex’s growth appeared good, margins improved, management seemed

confident about its future plans.

Management Commentary

Also keep an eye on the company's commentary regarding their results. These often provide helpful context and insights into future

expectations, making it easier to interpret the numbers. While not mandatory, many companies share an Investor Presentation

summarizing their performance and future plans, or they issue a press release for the same purpose. Additionally, some companies

host earnings calls open to everyone, where they address questions from investors. As investors, it's essential to review the

transcripts of these earnings calls for valuable insights.

Our stock market is heavily obsessed with good results, often reacting strongly to any signs of growth or profitability in a

company's performance. Next day after results, Aeroflex got locked in 20% Upper Circuit! Probably, it met with the

EXPECTATIONS that investors must have set for it. 

Stock prices typically rise when a company reports good earnings and fall when it reports poor

earnings. However, delivering positive Revenue & Profit growth is not enough for a stock to rise.

The growth numbers must meet expectations of large investors who have invested or track these

companies closely. Sometimes, seemingly bad results can be rewarded by the stock market, while

seemingly good results can be punished if they don't meet expectations.

Let’s say a Company had earned ₹1,000 cr. profit last quarter and earned ₹1,400 cr. profit this quarter, an

increase of 40%! Good isn’t it? But what if the market was expecting ₹1,600 cr. Profit? The stock price will most

likely be beaten next day! 

With so many results getting announced during the earnings season, it

makes life of a trader really hard to concentrate on winning stocks.

                   makes your life easier by classifying earnings impact based on how stocks react to earnings. 
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Quick revision of each line item:
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This is the total amount of money a company earned from its primary business
activities during the quarter. Also known as Top Line.

Other income is the money earned by a company from sources outside its core
business activities, such as interest income, rental income, dividend on investment.

COGS includes all direct costs associated with producing or purchasing the goods or
services sold. This includes Cost of Materials consumed, Changes in Inventory and
Direct Wages paid to factory workers.

Gross Profit = Revenue - COGS. 
It reflects how efficiently a business manages its production costs and pricing
strategies. You should exclude Other Income while calculating Gross Profit.

Includes salaries (other than wages to factory workers) & expenses related for
employees benefits.

Other expenses include expenses related to administration, selling & marketing,
transportation, legal and other misc. expenses incurred by company.

EBITDA = Gross Profit - Employee Benefit expenses - Other expenses.
EBITDA allows for more accurate comparisons between companies by excluding the
effects of financing decisions, tax environments, and accounting practices for non-
cash expenses.

Expenses paid on debt taken by company.

These are non-cash expenses that allocate the cost of assets over their useful life.
Depreciation is charged on fixed physical assets, while intangible assets are amortized.

Profit before the company pays Income Tax.

Exceptional items are unusual transactions and are not recurring in nature. While they
do impact the business, they are excluded for comparing one quarter with another.

Profit after the company has paid Income Tax. Also known as Bottom Line. This is the
profit after all expenses have been taken care of.

EPS is calculated by dividing the net income by the number of outstanding shares. It
tells you how much profit is left for each share.

Compare the current quarter's results with the same quarter from the previous year.
So December 2024 quarter is compared with December 2023 quarter. This helps in
understanding the company's growth trajectory and seasonal patterns. 

Looks at how the company performed compared to the previous quarter. Here
December 2024 quarter is compared with September 2024 quarter. This can reveal
short-term trends or improvements.

Measures company's performance over the most recent 12 consecutive months. So
Dec 2024 TTM Revenue will be sum of revenue in March 2024, June 2024, Sept 2024
and Dec 2024 quarter.

Revenue from operations

Other Income

Cost of Goods Sold (COGS)

Gross Profit

Employee Benefit Expenses

Other Expenses

EBITDA
(or Operating Profit)

Finance Expenses

Depreciation & Amortization

PBT

Exceptional Items

PAT (or Net Profit)

EPS

Year over Year (YoY)
Comparison

Sequential Comparison

Trailing Twelve Months (TTM)
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Stallion India Fluorochemicals Limited

Revenue Mix(FY24)

Sector:                Chemicals

Industry:            Specialty Chemicals

Market Cap:       ₹ 714 crores

Issue size:  ₹199.45 crores, including offer for sale of ₹38.72 crores

IPO price:     ₹90

Stallion specializes in manufacturing refrigerant and industrial gases from its four manufacturing

facilities. Its activities include debulking, blending, processing of gases, and selling pre-filled cans

and small cylinders/containers. It also offers a variety of service products such as high-pressure

washers, accessories, and portable vacuum pumps. The gases find application in various industries

such as air conditioners, refrigerators, fire safety, semiconductor manufacturing, automobiles,

pharmaceutical and glass bottle manufacturing.

The company holds a 10% market share in the fluorochemicals and specialty gas industry. It

competes with larger players like SRF, Gujarat Fluorochemicals, and Navin Fluorine.

The company plans to utilise the IPO proceeds towards funding incremental working capital

requirements, capex for its Semi-conductor & Specialty Gas debulking & blending facility in

Maharashtra and Refrigerant debulking & blending facility in Andhra Pradesh.
Refrigerant gases

85%

Industrial gases
15%

Denta Water and Infra Solution Limited
Sector:                Infrastructure

Industry:            Infrastructure

Market Cap:       ₹785 crores

Issue size:  ₹221 crores, Fresh Issue

IPO price:   ₹279-₹294

 Denta Water and Infra Solutions Limited, incorporated in 2016, is involved in designing, installing,
and commissioning water management infrastructure projects, with expertise in groundwater
recharge projects. The company has completed major projects in Bengaluru's wastewater
management and supporting the Government's Jal Jeevan Mission. Its water management
projects are concentrated in the state of Karnataka and it has completed 32 such projects.

As of Nov 30, 2024, they have successfully covered 446km of infrastructure for water
management, pumping of secondary treated sewage water from adjoining cities of
Bangalore and Mysore, to replenish the dried lakes in districts of Karnataka, and
supplying drinking water to peripheral habitations from reservoirs. Order Book as on Nov 2024:

₹752 crores
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This Pro-Setups Newsletter has been prepared by Shivpuns Analytics Private Limited (hereinafter referred to as 'SAPL') and is

meant for sole use by the recipient(s) and not for circulation.

No part of the Newsletter may be copied or duplicated in any form by any means or redistributed without the written consent of

SAPL.

The stocks mentioned in the Newsletter are not to be considered as recommendations. The recipient must do his own diligence and

analysis in buying or selling the stocks mentioned in the Newsletter. The recipient is requested to take into consideration all the risk

factors including their financial condition, suitability to risk return profile and the like and take professional advice before

investing. Investments in securities market are subject to market risks, and recipients are requested to read all the related

documents carefully before investing. Derivatives (i.e. Futures & Options) are sophisticated investment device and its trading

involves substantial risk & leverage and is not appropriate for all investors. The investor is requested to take into consideration all

the risk factors before actually trading in derivative contracts.

As investors ourselves, we may have positions in some of the stocks.

The Newsletter should be read and relied upon at the sole discretion and risk of the recipient. If you are dissatisfied with the

contents of the Newsletter or with the terms of this Disclaimer, you should unsubscribe from the website www.pro-setups.com by

sending an email to puneet@pro-setups.com. SAPL shall not be responsible or liable in any manner, directly or indirectly, for the

losses or the damages sustained due to the investments made or not made, or any action taken or not taken, on basis of the

Newsletter, including but not restricted to, fluctuation in the prices of shares, derivatives and bonds, changes in the currency rates,

diminution in the NAVs, reduction in the dividend or income, lost profits, or lost opportunity etc. SAPL also assumes no

responsibility for the improper or delayed functioning of the external website(s) or software(s) (such as www.tradingview.com) for

which the access may have been given to the recipient.

The Newsletter is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident or

located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use

would be contrary to law or regulation or what would subject SAPL or its affiliates to any registration or licensing requirement

within such jurisdiction. If the Newsletter is inadvertently sent or has reached any individual in such country, especially, United

States of America, the same may be ignored and brought to the attention of the sender.
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