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India’s equity markets have lagged global markets over 
the past 12 months. Most of this lag occurred from late 
January to mid-March when the markets lost over 10% 
from peak to trough. However, in April 2018, India was 
one of the strongest performing markets.  
 
The weakness in the INR has had an impact on returns 
of late. Most of the weakness has been against the USD 
rather than AUD. Markets may continue to remain 
weak over the next quarter as oil prices and bond 
yields have risen, potentially impacting the cost of 
capital. 
 
MSCI India in AUD 
1 week -4.8%, 1 month -5.7% and YTD -7.6% 

Equity market volatility remains relatively low across 
all markets. India’s volatility has generally been higher 
than most of its peers, however of late it has been 
receding given a greater component of local investors. 
 
In fact, 2017 was a boom year for local investors 
investing into equity markets through mutual funds 
and utilizing the format of SIP’s to make strategic long-
term allocations. Mutual Funds now own over 5% of 
market capitalization. 

The AUD/INR pair has not moved significantly over the 
past quarter. It has ranged between 50-52 over that 
period. Both the AUD and INR have depreciated quite 
significantly against the USD. This can be seen when 
comparing the INR’s move to USD and in the 
relationship below between the AUD/USD. 
 
The INR weakness has been a function also of rising oil 
prices and the potential impact on inflation and the 
deficit. However, the RBI has done a reasonable job of 
not easing while inflation dropped and has some rope 
now in the face of inflation. Additionally, US$420bn of 
foreign reserves will allow for some central bank 
purchases to offset weakness. 

Cumulative Return in AUD 

Equity Market Volatility 

Currency 
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12 Month Forward P/E Valuation 

Long Term EPS Growth 

Valuations from a P/E forward basis should always 
highlight India as a more “expensive” market than its 
peers. This is largely to do with its higher ROE and 
expected future growth.  
 
Particularly when compared to more cyclical 
exposures like Australia and Emerging Markets, India 
will have a premium P/E given the lower volatility of 
earnings of companies. 
 
This chart highlights that India generally trades at a 
40% premium to Emerging Markets and points where 
P/E’s converge are strong buy signals for Indian 
equities i.e. 2008, 2013. 

Earnings growth has traditionally been strong in India. 
More recently the UK and US have also had improving 
earnings growth, although driven by different factors. 
The US driven by technology, cost cutting and 
potential for lower taxes. The UK is rebounding from 
Brexit and therefore a lower base. 
 
Australia has traditionally been a lower earnings 
growth, higher dividend yield (payout ratio) market 
and thus the low correlation to Indian equities over 
most periods. 

Rolling 12 Month Net Equity Flows The pattern over the last years has changed, with 
Foreign Investors now being matched by local 
investors. This underpins a drop in the volatility of 
Indian markets as local investors through mutual funds 
own over 5% (and rising) of the market capitalization. 
 
Foreign investors have typically added to the volatility 
to equity and currency in India by their tactical 
positioning towards India. In 2013-2014 foreign 
investors went from underweight India to an 
overweight position as investors bought into the new 
regime under PM Modi.  
 
Foreign investments seem to be changing hands from 
tactical asset allocators to more strategic investors. 
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India’s Economic Monitor 
 

 

 

 

 

 

 

 

 

 

 

 

Interesting Observations 
 
Walmart recently acquired India’s largest e-commerce company, Flipkart for a significant sum of US$16bn. This 
is an interesting way for the world’s largest bricks and mortar retailer to enter the Indian market. Land ownership 
has always been an issue in India and through this e-commerce portal, Walmart has found a way to improvise 
its model for local conditions. Amazon of course will provide stiff competition, however, given the sheer 
potential of the market size, there is enough opportunity for both these global titans as well as local competition 
to thrive. Given GST implementation there is likely to be a big shift from unorganised retail (currently 92% of 
market share) to organised retail over the next decade

Economic Data Points Last Previous Frequency 
GDP Growth (YoY %) 7.2 6.5 Quarterly 

Consumer Price Index (YoY %) 4.58 4.28 Monthly 

Industrial Production (YoY %) 4.4 7.0 Monthly 

CAD / GDP (%) -2.0 -1.2 Quarterly 

Budget Deficit / GDP (%) -3.3 -3.5 Yearly 

Government Debt / GDP (%) 68.7 69.6 Yearly 

GDP Per Capita (USD) 1862 1758 Yearly 

Forex Reserves (Bn. USD) 418 419 Weekly 

Exports (Bn. USD) 25.9 29.1 Monthly 

Imports (Bn. USD) 39.6 42.8 Monthly 

Consumer Confidence 97 96 Monthly 

✓ GDP increased at the last observation to 7.2% (Dec 2017), highlighting an improvement from mid-year 
impacts of Demonetisation and GST. The forecast for FY19 is 7.5% whether you consider the Government or 
agencies like the World Bank. Of course, rising oil prices can shave up to 0.5% off in FY19. 

✓ Recent readings in CPI has also risen, once again highlighting rising prices and input costs. However, given the 
RBI held fire when inflation was falling, there is now greater ability to let rising commodity prices ride out. 

✓ India’s import bill may rise and worsen the CAD (which recently rose to 2.0% of GDP). 
✓ The most recent reading of Industrial Production went against the more recent strength. 
✓ The budget deficit forecast by the Finance Minister in the last Union Budget was 3.3% for FY19 (March year-

end). FY18 saw this blow out to 3.5% as Government spending continues to offset the weakness in private 
investment and capex. 

✓ Moody’s made a note in their recent upgrade of India that the level of Government Debt to GDP was on 
“watch”, but comfortable given India is likely to increase its tax collection through GST, going forward. 

✓ Going forward being selective on stocks which should benefit from themes like Rural, Infrastructure and 
Banking should provide growth and safety. Also, Quality as a theme continues to gain ground, despite most 
stocks being on very high multiples in this space. 



 

 

 
Check out our research: 
 

 

Channel Title Content 

Livewire 
Why Macquarie Bank is 
betting big on India  

Macquarie Bank has been betting big on the world’s fastest growing economy, India, through its 
various infrastructure funds and joint ventures. One example is their recent L1 (highest) bid of $1.94bn 
for nine road assets under the Toll-Operate-Transfer (TOT) model. This deal is one of the largest FDI in 
public infrastructure in India, in terms of money received upfront and is part of the government’s plan 
to monetize publicly funded, operational national highways. 

Livewire Modi's Scorecard  

India’s Prime Minister, Narendra Modi, was sworn in as India’s new Prime Minister in 2014 to much 
hype as no party had won by such a margin in 30 years.  What is interesting to also note is that their 
decline in politics seems to be more structural as Modi's party, BJP, has gradually been rising in power 
over the last 50 years. 

Livewire 
India’s Opportunity 
Explained in Charts  

Successful thematic investing is not just about correctly identifying long term structural trends but also 
positioning yourself early to take advantage of them as they unfold. We have identified several positive 
structural changes occurring in India that make it a very attractive opportunity for thematic investors. 

Livewire 
Local Insights into India’s Car 
Market  

India produces around 3.8m passenger vehicles (PV) a year making them the 5th largest manufacturer 
in the world. Currently they are behind Japan and Germany who are number 3 and 4 respectively. By 
2020, India could potentially overtake both of them. How? 

Livewire 
Sometimes You Just Need a 
Page  

Imagine a company that’s grown its revenue at 36% p.a. over the last 22 years simply selling 
underwear. What if I told you that the company has averaged a valuation of 46x since its listing back 
in March 2007, would you still invest in the stock? 

Livewire 
What Moody's upgrade 
means for India  

Moody's Investors Service ("Moody's") last week upgraded the Government of India's local and foreign 
currency issuer ratings to Baa2 from Baa3 and changed the outlook on the rating to stable from 
positive.  In this note we look at what is the rationale for such an upgrade, whilst developed countries 
like Australia face a potential of a rating downgrade. 

Livewire 
India’s thematics are great, 
but is it expensive?  

Valuations provide investors with a margin-of-safety when investing. However, what appears cheap 
for one, may not be so cheap for another.  In this note we ask why India will always seem costly from 
a pure valuation point of view 

https://www.livewiremarkets.com/wires/why-macquarie-bank-is-betting-big-on-india
https://www.livewiremarkets.com/wires/why-macquarie-bank-is-betting-big-on-india
https://www.livewiremarkets.com/wires/modi-s-scorecard
https://www.livewiremarkets.com/wires/india-s-opportunity-explained-in-charts
https://www.livewiremarkets.com/wires/india-s-opportunity-explained-in-charts
https://www.livewiremarkets.com/wires/local-insights-into-india-s-car-market
https://www.livewiremarkets.com/wires/local-insights-into-india-s-car-market
https://www.livewiremarkets.com/wires/sometimes-you-just-need-a-page
https://www.livewiremarkets.com/wires/sometimes-you-just-need-a-page
https://www.livewiremarkets.com/wires/what-moody-s-upgrade-means-for-india
https://www.livewiremarkets.com/wires/what-moody-s-upgrade-means-for-india
https://www.livewiremarkets.com/wires/india-s-thematics-are-great-but-is-it-expensive
https://www.livewiremarkets.com/wires/india-s-thematics-are-great-but-is-it-expensive


 

 

   

Channel Title Content 

Livewire India isn’t tough for all  

Common perception, particularly in Australia, is that doing business in India is difficult, unfruitful and 
has many challenges ranging from sovereign, cultural and execution risks. Quite often perceptions are 
shaped by prior experiences and travel to India in prior decades. 

Livewire 
The World’s Largest 
Biometric ID System  

The Unique Identification Authority of India has spent seven years collecting fingerprints, iris and facial 
scans for over 1.167 billion enrolled citizens.  This is a short note on its corporate impact and 
advantages in the long run. 

Livewire 
Socially Responsible 
Companies – It’s the law  

This may come as a surprise, but guess which country was the first to legislate social responsibility for 
corporations? India!  

Livewire 
Think Indian companies for 
Growth  

There are very few companies that can grow revenues and earnings organically from operating purely 
in Australia as many of their products and services are saturated domestically. So where do we find 
companies that are benefiting from growth, scalability and distribution driven by local and global 
demand? 

Livewire 
Founders or CEO's - who 
creates more wealth  

A close look at who is an investors best friend.  There are merits of a professional run company as well 
as a founder led management.  We look at empirical evidence and draw examples from our portfolio 
that reflect what is good for investors in the India context. 

Livewire India is NOT the next China  

The exciting story surrounding emerging markets has been the rise of two economic powerhouses, 
India and China. Whilst both countries share some basic similarities, they differ in many significant 
ways, most importantly stock market returns. In this wire, we articulate how they differ and what 
investors should expect going forward. 

Livewire 
Why I wouldn't invest in 
India 

Addressing the top five reasons that investors shy away from investing in India. 

Whitepaper 
Solving Emerging Market’s 
Growth Conundrum  

Whilst the world grapples with technological disruption, it seems many investors choose not to 
“disrupt” conventional investment practices despite several short comings. This is because investment 
thinking, which is fundamentally sound but unconventional, tends to be considered with greater 
discomfort, despite potentially being very rewarding. 

https://www.livewiremarkets.com/wires/india-isn-t-tough-for-all
https://www.livewiremarkets.com/wires/the-world-s-largest-biometric-id-system
https://www.livewiremarkets.com/wires/the-world-s-largest-biometric-id-system
https://www.livewiremarkets.com/wires/socially-responsible-companies-in-india-it-s-the-law
https://www.livewiremarkets.com/wires/socially-responsible-companies-in-india-it-s-the-law
https://www.livewiremarkets.com/wires/think-indian-companies-for-growth
https://www.livewiremarkets.com/wires/think-indian-companies-for-growth
https://www.livewiremarkets.com/wires/the-founder-or-ceo-who-creates-more-shareholder-wealth
https://www.livewiremarkets.com/wires/the-founder-or-ceo-who-creates-more-shareholder-wealth
https://www.livewiremarkets.com/wires/india-is-not-the-next-china
https://www.livewiremarkets.com/wires/5-reasons-i-wouldn-t-invest-in-india
https://www.livewiremarkets.com/wires/5-reasons-i-wouldn-t-invest-in-india
http://indiaavenueinvest.com/solving-emerging-markets-growth-conundrum/
http://indiaavenueinvest.com/solving-emerging-markets-growth-conundrum/


 

 

   

Channel Title Content 

Whitepaper 
Wealth Creation Through 
India’s Equity Market  

The positive macroeconomic environment and outlook for the Indian economy has attracted a lot of 
attention, particularly from large foreign investors like the Norwegian Sovereign Wealth Fund and 
Canada’s Pension Plan Investment Board. However, monetising this opportunity has largely been 
derived from sophisticated and well-informed investors. This has been primarily due to lack of 
awareness and information on India for most of the global investing community. 

Whitepaper 
Strong Economic Growth – 
Tailwinds For Key Sectors  

The Research note elaborates on the key macroeconomic reasons for why India’s strong economic 
growth is likely to continue in the future from an industry perspective. 

Whitepaper Spice Up Your Portfolio  

Exposure to true growth investments are becoming scarce. Given longevity risk, volatility becomes less 
of an issue and investors should be cognisant of the return needed to keep pace with their end 
objectives 

Whitepaper 
10 Things You Should Know 
About India  

India is rapidly changing. Perception is often not reality and stereotypes are quickly becoming 
outdated.  In this research note we identify 10 key things that investors ought to know about India. 

Whitepaper 
A Prosperous Economy in 
Waiting 

A large part of India’s long term growth potential is driven by its youthful demographics, 
entrepreneurial culture and a significant and growing labour force. This is particularly pertinent given 
weak global growth and rapidly aging labour force in many developed countries around the world. 

Whitepaper 
Why India Is a Robust Alpha 
Market  

History tells us that mutual fund managers domiciled locally in India have been able to generate 
sustainably strong alpha over their respective benchmark. In this paper we consider the structural 
reasoning behind this and if it can be implied sustainably in the future. 

Research Trade Wars  Perspective of trade wars and its impact on Australia and India 

Research Health is Wealth  A note on why we like the Indian Pharmaceuticals Industry 

Research Indian Budget 2018  A look at the Government of India's Budget for FY19 (March year end in India)  

Research Foreign Investment to drive 
growth in India 

The ‘Make in India’ campaign was launched by the Modi Government as an initiative to encourage 
both national and multinational companies to manufacture their products in India. The major objective 
was to focus on job creation and skill enhancement across various sectors in the economy. 

http://indiaavenueinvest.com/wealth-creation-through-indias-equity-market/
http://indiaavenueinvest.com/wealth-creation-through-indias-equity-market/
http://indiaavenueinvest.com/strong-economic-growth-provide-tailwinds-for-key-sectors/
http://indiaavenueinvest.com/strong-economic-growth-provide-tailwinds-for-key-sectors/
http://indiaavenueinvest.com/spice-up-your-portfolio/
http://indiaavenueinvest.com/10-things-you-should-know-about-india/
http://indiaavenueinvest.com/10-things-you-should-know-about-india/
http://indiaavenueinvest.com/a-prosperous-economy-in-waiting/
http://indiaavenueinvest.com/a-prosperous-economy-in-waiting/
http://indiaavenueinvest.com/why-india-is-a-robust-alpha-market/
http://indiaavenueinvest.com/why-india-is-a-robust-alpha-market/
http://indiaavenueinvest.com/download/1637/
http://indiaavenueinvest.com/healthiswealth/
http://indiaavenueinvest.com/indianbudget-2018-2019/
http://indiaavenueinvest.com/foreign-investment-to-drive-growth-in-india/
http://indiaavenueinvest.com/foreign-investment-to-drive-growth-in-india/
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Research India's Tryst with GST 
Indian GST will be driven by the principle of one nation, one tax and will replace multiple indirect 
taxes in India, the third largest economy in Asia. It will economically unify India by transforming it 
into a single market and a free trade economic zone for producers based inside the country. 

Research 
Is swapping volatility risk for 
longevity risk the right 
investment strategy?  

Many Australian investors steer clear of investing in shares of companies listed in emerging, or frontier 
markets, because they think they are too volatile. Generally, investor psychology leads to considering 
these investments in isolation rather than considering the role they play in a portfolio, because 
investors mistakenly perceive risk as volatility. 

Research 
I know the India growth 
story, but what am I paying?  

Taking a closer look ath the market fundamentals and evaluating the link between Valuation and 
Returns.  This paper encourages looking at valuations from a growth perspective. 

Research 
India's Growth Won’t Be 
Trumped 

The outcome of the US election was certainly a surprise for global markets. Once investors began to 
grasp the policy implications of the Republican victory the markets responded more positively. 

Research 
PM Modi’s War on 
Corruption  

India’s Prime Minister Mr. Narendra Modi in an unprecedented, surprise and historic move to curb 
black money announced the scrapping of currency notes of Rs.500 and Rs.1000 denominations - Why? 

Research 
Event Update: India’s 
decisive action against 
terror 

Market tanked as India sets aside its normal restraint and the respect for the line of control between 
India and Pakistan.  The Indian army conducted surgical strikes against terrorist camps operating 
inside Pakistan occupied Kashmir (POK), establishing its right to retaliate against terror attacks. 

Research Indian Technology Sector  

The Indian IT and IT enabled services industry has grown from approximately USD 1 billion in the 1980’s 
to USD 143 billion industry in 2016. And in this journey, it has transformed itself from a back office 
service provider to a partner in business transformation. 

Research 
The exit of RBI Governor Dr. 
Raghuram Rajan  

A closer look at Reserve Bank of India's standing and its difference of opinion with the Government of 
India.  We then move to give out view and the way forward. 

Research Capturing the Governance 
Premium in less Developed 
Markets  

Why should investors care about corporate governance? Whilst some of these factors like people, 
product etc. are direct relationships to a company’s share prices, each business needs to have the 
appropriate structure in place for making decisions.  We explore its role in less developed markets. 

   

http://indiaavenueinvest.com/indias-tryst-with-gst/
http://indiaavenueinvest.com/is-swapping-volatility-risk-for-longevity-risk-the-right-investment-strategy/
http://indiaavenueinvest.com/is-swapping-volatility-risk-for-longevity-risk-the-right-investment-strategy/
http://indiaavenueinvest.com/is-swapping-volatility-risk-for-longevity-risk-the-right-investment-strategy/
http://indiaavenueinvest.com/i-know-the-india-growth-story-but-what-am-i-paying-for-it/
http://indiaavenueinvest.com/i-know-the-india-growth-story-but-what-am-i-paying-for-it/
http://indiaavenueinvest.com/indias-growth-wont-be-trumped/
http://indiaavenueinvest.com/indias-growth-wont-be-trumped/
http://indiaavenueinvest.com/pm-modis-war-on-corruption/
http://indiaavenueinvest.com/pm-modis-war-on-corruption/
http://indiaavenueinvest.com/event-update-indias-decisive-action-against-terror/
http://indiaavenueinvest.com/event-update-indias-decisive-action-against-terror/
http://indiaavenueinvest.com/event-update-indias-decisive-action-against-terror/
http://indiaavenueinvest.com/indian-technology-sector/
http://indiaavenueinvest.com/r-exit-the-exit-of-rbi-governor-dr-raghuram-rajan/
http://indiaavenueinvest.com/r-exit-the-exit-of-rbi-governor-dr-raghuram-rajan/
http://indiaavenueinvest.com/capturing-the-governance-premium-in-less-developed-markets/
http://indiaavenueinvest.com/capturing-the-governance-premium-in-less-developed-markets/
http://indiaavenueinvest.com/capturing-the-governance-premium-in-less-developed-markets/


 

 

   

Channel Title Content 

Research India’s Infrastructure Push  

Infrastructure bottlenecks are a common hindrance to doing business in India. Prime Minister Modi’s 
government has identified infrastructure as a key driver for economic growth and has stepped up 
spending in roads, railways and power.  

Research 
INR: To Hedge Or Not To 
Hedge  

The Indian Rupee has origins back to 6th Century BC. More recently, India’s currency was on parity 
with the US Dollar at the point of its independence in 1947.  In this note we look at the outlook for this 
currency vs Australian Dollar and present our view. 

Research 
Consumerism Through 
Demographics  

The population profile of India provides significant insight into the opportunity available for 
businesses. Approximately 50% of the population is below the age of 25 and 78% is below the age of 
45. This age structure creates a “demographic dividend” which refers to the fact that a substantial 
proportion of the population is working age (i.e. 15-64 is 65%) with the opportunity to be productive. 

Research 
Asian Heavyweights – India 
vs China  

Historically, China has enjoyed strong economic growth, with India playing second fiddle. However, 
the outlook for growth going forward paints a different picture as the two countries begin different 
trajectories in their long term economic cycles. In this research note, we highlight the various factors 
that are likely to contribute to growth of each country going forward. 

Research Corruption In India  

Corruption exists in India and is a problem which adversely impacts its economy. India is not the only 
large economy which ranks highly in terms of corruption.  In this note we look at its impact, the fight 
against and actions taken to reduce it. 

Grass Roots Bankruptcy Code  The introduction of a Bankruptcy Code, allows for more speedy resolution and greater clarity 

Grass Roots Mumbai Clean-up  

The recent ban on plastics in Mumbai should improve the livelihood and economic development within 
India's largest thriving city 

Grass Roots Housing for all by 2022  

‘Housing for All by 2022’, a significant project undertaken to construct low cost housing and spread 
the effect of economic growth to the less wealthy  

Grass Roots Portfolio Company Focus  A focus on two of our portfolio companies; Ambuja Cement and Eicher Motors 

Grass Roots 
Indian Mutual Fund 
Changes  

Covering the preferred stocks and recent changes made by the mutual funds in India 

 

http://indiaavenueinvest.com/indias-infrastructure-push/
http://indiaavenueinvest.com/inr-to-hedge-or-not-to-hedge/
http://indiaavenueinvest.com/inr-to-hedge-or-not-to-hedge/
http://indiaavenueinvest.com/consumerism-through-demographics/
http://indiaavenueinvest.com/consumerism-through-demographics/
http://indiaavenueinvest.com/asian-heavyweights-india-vs-china/
http://indiaavenueinvest.com/asian-heavyweights-india-vs-china/
http://indiaavenueinvest.com/corruption-in-india/
http://indiaavenueinvest.com/amendment-to-indias-bankruptcy-code-2016/
http://indiaavenueinvest.com/plastic-ban-a-step-towards-better-living/
http://indiaavenueinvest.com/housing-for-all-by-2022-an-urban-perspective/
http://indiaavenueinvest.com/portfolio-companies-from-grassroots-q1-2018/
http://indiaavenueinvest.com/what-are-the-indian-managers-doing/
http://indiaavenueinvest.com/what-are-the-indian-managers-doing/

