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@ Dospite knowing India-specific prablems, Flls have pumpec inover $20 aillion in 2013

‘Markets will Respond If Decisive
Leadership Emerges at Centre’

The country stands out among investors due to stable core policy despite changes in political dispensation. says Singhania

lechigms i Inchia are Becom e 25 anc s
E relevankfortheequ oy markets, zaysSunil

Singhania, ch'cf nvestment officer for oo-
Jityinvostmonts atHe fance MutLal Fund. Sneha-
1104, W NOsE Company manages sesels over T1 akh
crare, savs ‘preigninstboticna’ investors havein
the past seen that core padicies rema ned more ar
Iess ztab cunder ditcrent govcrnments. inanin-
lery ew v th ET's R Sriram and Biswajit Baruah,
Singhian’a says markels ara laoking al a dedis e
leadershipatthe Centra posttbhe 2004 zeneral
cloctons Editer oxrorats:

The general elections are just a few months
dway. Over the pasi four months, we haveseen
marketsrally over 10%. How much da el ections
matter to Dalal Street?

[ ectonsare becoming less anc less relevant from
theegquity mar=atsperspacive It isamarket Clear-
Iy dAnminater 2y global 'meesiors and Thrir persoec
tiwe. Thechangeinpoitical scenario anc leadershp
hzs hecarme very imporzant, butmost of tha g obal
INWESIOrs NaveE a ora-ermyiaw They Nave seenin
the pas: that rore polic’'es mnre or [85s remaines
stab e Flls (fareipninst ot onalineestars) have
sconrcforms corriec gut by difforontpo Ttical par-
Ligs E scionsanly matler inlhe near berman sl
et bas s 10 one gaksal 2005 and 2009 216 ons.
the markets wiinessec wild movement bwe montbs
acformanc afor theclectinns busitremainee sta-
acsid mnnths kefore and after the polls.

Whenit comestoelections, doyouthink
markets are putting al[theeggsinthe
Modibasket?

Framithe markels’ persdeclive waarz Iccking lor
decizive leadershia. Whether i2's fromone 2ar 2y or
MANy 2t 5w oo nar b amy vicw assurh. If
decizive leader shiacomes al the Cenlre the mar
kelaw L deliniia y resaand and Tdo nel hnk 2has
todowithamy Jollica zarty. The markel will ke
tobmvcamajor party o he partafshe con 'ton
ZovornmenT ane net a frapmenten aarty,

Despite macro econarmic concerns, Flls have

imrestedaver 320 hillionin India last year. Do
vouthink the pace of foreign inflows will be
maintained in 20147

Ine a-sperific prob cms are knosen 7o FHs o do-
saitetharthey have invested awer L20 hilionin
201z anc over R0 Cloninthe ast ree-and a
Fall wears.We think inc'are ative vsands cul
whenitcomestodppetite from “oreigninwvesiors. |
Fave Brontravelling abroac ane bawe met many
global rrvestars and, interestnzly, the appelite for
Inc an e1ocas s vary gl We havediscouniad 4
mosteverythng whichcould Rave pene wWiang in
Incia For cxamrple 200 3-d mantks nack. there mss
i1 ot af nnise abon b ceerent arcauns deticik oA,
burallofthat i=oehine us Mo, we aredown 37 3%,
Webeleva ol bz hinance minsler s gasurance 1a
wrlannestal celit lalaksiaysas il e RezarDne
inflation, the Rl governne bas alsn ta<en note of
Pigh food prices, o, with zood soWwing, thanks to
mnaann, the fone prises arc cxpocted tnocore
dovn. & ready vegelable prces have slarizd o
saften, the coreinflationis seen beloyw 8% We kad
sstmated growthat soch lower levels thattram
heratoanan y meve uassard s, Marzan stanlcy has
recently paradad incan econarmy, which = the
firsl upgrade Wk adoen i asimany quarlers.

Do you think the market rally that we have
seen overthe past few months hasbecome
more broad-based?
The marlsctra yispeting broad -basec. In the ast
F-Amonths, theusualnames are natpaticipating it
15 Lhe roadar markelew o ave siarec I paric
pace - the midcap ITcompan s, the themical secior
Fave stariec tooerform. [t nk across seciors, the
brrader second and thivd-tor rampanios are cning
ruchietler, a5 ey seavalable al 3 DElimes ol
Ll earmings. Many sechars hawve slarted Lo per [arm.
The capita puocs end s ect bank ngsiocks are ger-
forming hetior. The ra by s nnse more biroar - based.
Energy, banking and PSU stocks need ta
participate in abig way far rally to become
broad-based. Do you see that happening?

PEL Banke Tromtaciical plasy, cak

pooc but o 3 long-tarmwiev,
hey hawe lodoalo ntermsof 'm-
prowing theis rore operations Somn
of them mightdawe | bul soreal
hemare los ngdeposils. CARA ur
rent and savings account] advantape
ane costadvantage Thny are,infact,
rooor nrating as costs ars going L
anc tha balance shagts are noTkeep
MgUp e pace witl cosl itk Lhe
P Banke are has ol purg oulwha
hashieen atilz b keen pace with in-
nowatonan cors banking interms
of graseth, intho nnorgy soctor tho
rrarkEls o’ ike regulaed seclors,
‘herzischyiously an averhang
dhout whatwill bappen afer the
clecrions. Wearn noutral 25 Tar a5
[ SECTOr O | QO AITIES A L0
CarrRs, Dol o theariyalesedor, we
arepetling more pasitive, Whether it
sl et ne oil campanics, the
arotueth bas srtimpacterd duc
suppor L irorm the 2overnmentn
erms ot o earances, Gul that s now

0on ,

Hot Sectors

We are positive on
IT,. pharma.For the
longer term, we pre-
fer pvt sector banks,
Then, thereare
many debt-free cap
goods companies

Fed Taper
Tapering will be ve-
ry gradual as theUs
cannoat afford tight
monetary regime,
and that will he
guite fine with the
equity markets

happening, whetherinthe oi soctor in formsat Zos
arces el g gaprovad ar nfraslruclong, oo power
sectar, istues are be'npe acdressec by Che pavern-
ment, we are positive aboutiz

Which are the sectors you are averweight on and
whatis the rationale behind it?

WC T oS TTive anl T, The currency istrad ng ars bl
33 The second reasc s hal the slohalervararnmesnt
1sshilletler, there s hugauncer vestmeantin e
nalazy . ness cizruptive techrolosy iscomnaday by
day thore is o bugsforus on onlne, inTornae T apps, so-
calmedsa Al these neen huge capex and valume up
Sode Can B e [or Indian campanies, SWe coninue
o bepostvesbout zharma. Indian companies hawve
naws the scale, theyhavemoneyforinvesiments. In-
dinn rorannics are morc raare nterms of Theie
chiemical and rological sxills. anc now hey Lan wm
e s L L bestol the sworld. Domestic gherma
sector can prowe ak L0-15%, From the lenger-term
perspective wepretor private sector hanies. On the
o bl pands s e, weare positive Dot we wonle
bank oncompanies thatwouls survive There are [ots
alcanlal goods compan 2 ahick aradebt-1rea and
lave lar 22 ooeraling leveraze. s gromlhoomes
hark therwsilsation levels willpnoap and heir fixer
cosTwillre mainthe same, This alsoamalics ta cement,
asthescoampanics hiave huaz oporating leverage.

The FMCG sector has not performed well inthe
recent past despite strong trigeers swdh asrural
demand and good monsoon. Is not this a
contradiction?

Inthe [as: few years. mnney has rame into these ser-
tors. thus stocks howe ciscountoc the grawih facor
wihichimexpecled Lo come. The earning moltiples
[1awe alraady | actared i, These corpanies alaavs
zotthe exirapramivumin the ma<ets, a5 some or the
athor alveays eptan mald ng npen offoss, Thavgh
there are repectations that dorane inthe FRCG 307
Lo sy fe corm g Bacs, bot Tar Ehe Jme bemg. e
demand s loaking mcted and thevaloations have a -

-
roany niscounted thar The ather thing is that roancy
SO0 00 AT aher SeClors anc we are Clear v
ceeinp mcney Howshitling to other sectors,

The earnings season farthe Decquarteris
expected ta start saan. What are yaur
expectations from the third quarter earnings?
EOLTTYmarkiots o wias react ta actual vorsius -
peclalens, hus the especlaioms nthe markels
arg =g 0% haleven bad nambers Fave slarled gel
inpreactions filbeaismarkelexpeciations. [Fone
orles at carnings seasanfarscotembar, we had

L a% quarterly goowth, which was hotter than anal
el e pRC AL ONE Margina Iy, butror Lhetirst time
‘nmsixgLarters, growth has happenec. Onthe earn-
nps side, wa havesuchlow growthexpectalions
thatasma uptickcan boat analysts’ cxpoctations.

How has the economic slowdown impacted
India Inc's profitabiliby?

Things are celinely ook ng ol enging al the
grass ronl level Capita spenc ng isstl nol happen
'ng, cemanc growehisa ot more muted. Cut, Lhis
Tirne, e are see ing comoan os kecping their kooks
Tight.Exceptafow soomars, most of thosocmrs are fi-
nancially pratty staale. Thos, cormpanies nave adapol
edta the slowdawn, Profilaai by hastakena hizin
certa nseciors, butthe compan es are soryiving and
thenalance shoets arn Inoldinge rach sTranger.

Investment experts are petting concemed
about the pace of (§E ta pering, which can impact
fund flows Into emerging markats, Including
India. What's your take?
Inthelas:2-3months. wehave been tal<ing aoout La-
peringsn much tharontheday when Feas an-
mevanced. the msele s starten toshnas upinthe LS
lichwe had already expacied. Ourview s thal La
perngwil definitely hapoen as free money cannot
paaniareyer, bul lne pace ot Lapenng sl nal be ap-
gressive, which hasoorarly cnme oot Topesing vl b
WErY Bracud, s the LS cannot affaro tehzmenstary
regime. and thatwil oo fincwiTh the couity marlicts




