
 
 
 
 
 

 

 

From the CIO’s Desk 
March 2019 

 

 

 

 

 

 

 

 

 

 



  

 
 

1 

 
Dear Investor, 

It gives me great pleasure to share with you an update for the year ended 31st 

March 2019. The last year has been one of heightened uncertainty and volatility. The 

Indian economy too has witnessed a slow down amidst a challenging global environment. 

Headline indices are reporting stable returns but a well-diversified portfolio, which is 

well positioned to capitalize on the various emerging opportunities within our economy, 

has seen a year full of pains with valuations in select sectors correcting to multi year lows. 

We believe this is a temporary phase that will correct itself going forward.           

As mentioned in the past, India is a structural story which has immense growth 

visibility for the long term. India has gone through a cyclical downturn with some 

corrections and adjustments within its economy. We believe that most of the pain in 

terms of these adjustments is now behind us. India remains as one of the most preferred 

investment destinations. There is still enough visibility for India growing at 7% for the 

coming decade. This growth presents a very promising picture for the equity markets.  

The last year recorded very tepid growth. Inflation for the year 2018-19 is 

estimated to be 2.86% which is well within the Reserve Bank of India’s (RBI) comfort 

zone. The RBI raised its repo rate by 0.25% in June 2018 and 0.25% in August 2018. The 

new RBI Governor, Mr. Shaktikanta Das, assumed office on 12th December 2018. 

Thereafter, he cut the repo rates by 0.25% in February 2019 and 0.25% in April 2019. In 

a short span of 10 months, there has been a complete reversal of the earlier interest rate 

hikes. As we see things now, the RBI has taken a dovish stance and is likely to take a cue 

from the US Fed which has indicated no more interest rate hikes this year. In fact, the US 

President has recommended a steep rate cut in the future. 

This recent reversal of stance by the US Federal Reserve has once again meant an 

easy liquidity situation in the global market with ample liquidity available to be invested 

across emerging markets. For the year ended 31st March 2019 the Indian markets 
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witnessed a modest FII inflow of US$ 1.76 Billion. But what is of significance is the inflow 

during the last quarter which stood at a record US$ 8.22 Billion. This only indicates that 

the global institutional investors have a strong appetite for the Indian market. Last year 

the Domestic Institutional Investors (DII’s) invested US$ 10.25 Billion providing a steady 

flow into the equity markets. Both, global and local investors are waiting for the outcome 

of the 2019 general election results after which they will invest even larger sums of 

money into the market.  

Last fiscal was a year of soft commodity prices. The CRB commodity index 

witnessed a yoy decline of 5.43%. There was immense volatility as the CRB commodities 

index dropped by 12.99% in quarter ending 31st December 2018 as compared to the 

quarter ended 30th September 2018. This decline in prices of commodities has been a big 

relief for the consumers and will help bolster corporate profitability. The story for crude 

oil is similar with a yoy price decline of 1.91% in 2018-19. The extreme volatility did play 

out in crude oil too with prices in the quarter ended 31st December 2018 declining by as 

much as 35.90% as compared to the quarter ended 30th September 2018. The average 

price of crude oil in 2018-19 was US$ 70.20 as compared to US$ 57.52 in 2017-18 

resulting in a steep yoy rise of approximately 22%. Any further rise in crude oil prices 

could hurt the Indian economy.      

The Indian economy is witnessing a sharp slow down in demand across several 

consumption sectors, especially automobiles. One of the key reasons for the same is the 

severe liquidity crunch in the NBFC sector and general liquidity tightening in the 

economy The Indian NBFC sector has been an important element of the Indian economy, 

lending to consumers and small-scale businesses and reaching out where banks haven’t 

been able to. Over the years, the mushrooming of several NBFC’s had led to cut throat 

competition amongst them. This has led to these NBFC’s lending at very low yields 

without any proper risk assessment. This has resulted in many NBFC’s facing greater 

scrutiny resulting in a crisis of confidence within the financial services ecosystem. There 

is a tremendous liquidity squeeze due to the banks unwillingness to lend any further to 

this ailing sector. There is a lot of pressure in the banking and financial services sector 

which we don’t see easing any time soon. The flip side of this will be that larger, well 

capitalized and well managed private banks and NBFC’s will increase their market share 

and profitability in the foreseeable future.     

The last 2-3 years have witnessed a massive crisis in the country’s banking sector 

with PSU banks having to identify and write down large non-performing loans. We expect 
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this trend to further continue for the next 1-2 years with greater pain envisaged for the 

banking system especially the PSU banks. This will result in the well-run private sector 

banks and high quality NBFC’s gaining further market share at the cost of PSU banks. 

Banking and Financial services is set to witness strong growth in the years ahead and we 

at Enam AMC have positioned your portfolio with the highest weightage in this sector so 

that going forward we capitalize on the emerging growth opportunities in the years 

ahead.   

The entire nation is keenly watching the 2019 general elections. This time the 

elections are not only issue based but more personality based (For Narendra Modi or 

against Narendra Modi!). As the world’s largest democracy is voting in phases, India 

awaits the results of the 2019 general elections which will be declared on 23rd May 2019. 

Election results always cause too much volatility but ultimately markets value the 

company’s fundamental performance and its long-term outlook. We believe that markets 

have partly priced in a positive outcome of this election in terms of a stable Government 

at the center. Any instability will surely cause a kneejerk reaction in the market which we 

believe is a great opportunity to add good businesses at reasonable valuations in the 

portfolio.  

The world is full of uncertainty with the continued threat of a trade war between 

the US and China. Most of the large emerging markets are vulnerable to a slowdown in 

the global economy. Further, their dependence on global trade does not position them 

well for future growth. Amidst this turmoil, India truly stands out as one of the large 

domestic demand driven economies in the world with a good visibility for potential 

growth over the next decade. Global investors continue to be on the sidelines and are 

waiting to commit large sums of money in the market. With a stable Government at the 

centre, there will be huge inflows from both domestic and global institutional investors 

which could drive markets to new highs. This rally will be more-broad based with small 

and mid-cap stocks at the centre stage delivering handsome returns.        

The year 2018-19 was a year of great volatility. This was a year in which we 

witnessed a lot of polarization in the markets with the large cap Nifty 50 index delivering 

a return of 14.93%. Within the Nifty 50 the average return of the top 10 stocks was 

27.84% and the balance 40 stocks delivered an average return of just 0.70%. Similarly, 

the Nifty 500 index delivered a return of just 8.43%. Within the Nifty 500 just 174 stocks 

delivered a positive return while 326 stocks delivered a negative return. All inflows into 

equity markets were being invested in a handful of large cap stocks where in the 
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valuations have seen a steep rise. We believe this phenomenon is temporary and 

ultimately markets will reflect the true value of small and mid-cap stocks whose 

valuations are currently in a very attractive zone.  

While the Nifty 50 moved up by 14.93% the BSE Mid Cap index lost 3.0% and the 

BSE Small Cap index lost 11.6%. The difference between the returns of the top 10 Nifty 

50 stocks and the BSE Small Cap index is approximately 40% which means that markets 

are extremely polarized presenting a huge opportunity at the bottom of the pyramid. 

The domestic economy has witnessed its first full year of the implementation of 

The Goods and Services Tax (GST) regime. There has been a shortfall in the expected GST 

revenue in 2018-19. During the year, the Government has rationalized GST rates for 

several manufactured goods. There has been a reduction in the GST rates for many 

consumer goods to further boost consumption within the organized sector. Despite the 

implementation of the GST, many sectors are still to realize its full potential. The 

unorganized sector still exists but has surely shrunk in size after the implementation of 

the GST. We believe that gradually the organized sector will gain market share from the 

unorganized sector. This trend should gain further momentum in 2019-20.     

We continue to be great believers in the three trends shaping our country. Firstly, 

financialization of savings wherein there will be a continued shift from physical to 

financial assets. Secondly, there would be a continued trend of formalization of the 

economy wherein the organized sector will continue to gain market share from the 

unorganized sector due to better compliance of the GST. Thirdly and most importantly 

there will be a continuous consolidation across several industries with marginal players 

exiting the business and the larger players growing even larger by consolidating the 

capacities leading to better capacity utilization and higher profitability.  

All the above trends are leading us to believe that we will witness better corporate 

profitability despite a very challenging environment in the short term. We expect FY 

2019-20 will result in an earnings recovery but only from the second half of the fiscal year 

resulting in more back ended returns with a sharp rebound in stock prices of select 

companies. While there are positive trends shaping up in the country, we do not expect 

any immediate revival in the economy and only a gradual pick up is possible only after 

the monsoons. The capex cycle continues to be delayed and unemployment continues to 

be at an all-time high resulting in a sharp slowdown in consumer demand. If India has to 

realize its full potential, then the new Government being sworn in 2019 will have to take 
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quick measures to revive the economy and bring back growth to its previous levels of 7-

8%.   

We continue to position your portfolio to benefit from the above trends. We 

remain confident that the Indian economy will be resilient to some of these challenges 

and continue to grow. Your portfolio is well positioned to capitalize on the next phase of 

growth and should deliver superior sustainable returns over the next 3-5 years. My team 

and I, continue to focus on a bottom-up approach for stock selection with well researched 

and deep conviction ideas. We continue to ensure that any new addition to your portfolio 

complies with our approach of investing in high quality businesses that are structurally 

well positioned and are led by able management teams with strong execution capabilities 

to deliver superior returns on a sustainable basis. We are convinced that the Indian 

market will continue offering many good opportunities that will be highly rewarding.  

In case you require any further information on your portfolio our team will be 

available to attend to the same. 

 

 

 

Warm Regards, 

Jiten Doshi 

Co-Founder & CIO 

 

 

 

 

 

 
 

Disclaimer: 

The views expressed by Mr. Jiten Doshi, Founder & Chief Investment Officer of Enam Asset Management Co. 

Pvt. Ltd., constitute the author’s views as of this date.  The views are based on internal data, publicly available 

information and other sources believed to be reliable. This is a generic update on Indian Market and it should not 

be construed as investment advise to any party. The statement contained herein may include statements of future 

expectation and other forward looking statements that are based on the authors views and assumptions and 

involve known and unknown risks and uncertainties that could cause actual results performance or events to 

differ materially from those expressed or implied in such statements. Neither Enam Asset Management Co. Pvt. 

Ltd. nor any person connected with it accepts any liability arising from the use of this information or in respect 

of anything done in reliance of the contents of this information. The recipient(s) of this material should exercise 

due caution and/or seek independent professional advice before acting on any information, statement or opinion 

which is expressed herein and shall be fully responsible for the decisions taken. 


