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‘Gains will become more

broad-based this year’

The currentvolatility is throwing
opportunitiesto accumulate
quality stocks, says B GOPKUMAR,
executive director and CEQ,
Reliance Securities. Inan
interview with Ashley Coutinho,
he says investing in quality mid~
and small-caps is the best way to
generate returns. Edited
excerpts:

ItwasabumpyrideforIndian
equitiesin2018, Willthe
volatility continue in2019?
Volatility isinttinsictothe way
equitiesbehave. The year 2016
wasarollercoaster ride, while
2017 wasoneof best years
marked by verystable up-
trending markets and 2018
wasabumpyyear. Also, 2019is
unlikelytobesmoothdueto

" thevolatilemacro
environmentaswellasthe
upcominggeneral election.
Thegood newsisthatearnings
visibility isimprovingand
indexheavyweightsare
performing well. So, while
volatility islikely tocontinue,
thereare opportunitiestoget
teturnsthisyear.

Howareoverallmarket
valuations? Whatis your view
onthemid- andsmall-cap
space?

The Indian marketisnot
overvalued andinthelastone
year, wehaveseensome de-
ratingbecauseofhigher
matket volatility. Indiastill
presentsoneofthebestlong-
termgrowth

prospectswith

enough quality
stocksacrossthe

board.

Mid-andsmall-
capspresentgood
opportunitiestogenerate
long-term returns. Intheshort
term, however, there couldbe
challenges. Investingin
quality mid-and small-capsis
thebest waytogenerate
superiorreturns. There are
goodopportunities available,
especiallyintheITandthe
bankingsectors.

Howwillthegeneralelection
play onthemarket?
Electionsare very complex
variables forthemarket.
Typically, the marketlooksat

the probability of the
formation ofastable
government. So,inthenear
term, there could be volatility
ifopinionpollssuggestan
unstable government, but
Indianvotershavebeenmuch
moredecisiveinrecenttimes.
Itisverylikely thatthe
outcomeofthiselection could
bedecisive eventually. Thus,
theensuingshort-term
volatility presents withagood
opportunitytoaccumulate
quality stocksintheshort
term.

PolarisationinIndian
equitiesbecameacutelast
yearwithahandfulofstocks
drivingtheNiftyS0basket.
Willmoney continuetochase
selectnamesthisyearaswell?
The market is likely to
become more broad-
based thisyearas
valuations formany
quality stocks have
come off significantly.
Businesses tend tobe
much more resilient than
what the stock price
volatility indicate. As
volatility stabilises, the
market is more likely to
become broad-based on the
challenges of liquidity ease.

Emerging markets (EMs)
tookabeatinglast year with
investorsshifting their
attention away from risky
assets. Doyouseethe pain
getting worse going ahead?
HowisIndiaplacedinthe
EM pack?

The matket correctionhas

factored the challenges.
Globalliquidity challengesare
notgoingtobeassignificantas
theywerelast year. So, the pain
foremerging marketsislikely
tobemuchlessthisyear.India
isadomesticconsumption-
driven economy with one of
thebest GDPgrowthrates. -
Inflationisunder controland
asthemacrosituation
stabilises, the Indian marketis
likely to performquite well
thisyear.

Whatistheoutlookonforeign
anddomesticflowsforthe

year?

Foreign portfolioinvestors
(FPIs) areaffected by multiple
factors. Thisyear we could see

. somemoney comingback

from FPIs, especially duting
thesecond halfoftheyear.
Domesticmoneyisdrivenby
systematicinvestmentplans
(SIPs), which haveaverylong
persistent rate. WhileFPIs
selling could continueinthe
first half, thesecond halfofthe
year could verywell see
healthy participation by both
FPIsand mutual funds.

Whichsectorsareyoubetting
on?
‘WehavebeenbullishontheIT
and thebankingsectors for
quite sometime now. IT offers
earningsvisibility, while
bankingisseeing
improvementincoremetrics.
Boththesesectorscould very
well outperformin 2019.
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