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Dear Investor, 

I hope this letter finds you and your family in the best of health. The world 

continues to grapple with Covid-19 though in a much more organized manner than 

before. In India, sentiments have slowly but surely changed from panic and fear to 

caution. The fear factor seems to be coming off as restrictions are being gradually eased 

and rampant lockdowns are a thing of the past. People are learning to cope up with this 

unprecedented challenge and beginning to live the new Normal. There has been a 

remarkable improvement in the support system from the medical fraternity and many 

countries have geared up well to face the pandemic. In this era of heightened uncertainty, 

the Governments of all countries are focusing on bringing back confidence in the minds 

of their citizens. People have started moving out freely and leisure travel is back on the 

horizon. This is a big change from the last quarter where people were still hesitant to 

move out of their homes. Economic activity in India is gradually picking up and we are 

seeing an across-the-board revival in demand.                               

As on 31st December 2020, the total number of Covid-19 cases stands at 10.30 

million, of which the number of recovered cases is 9.90 million, a 99% recovery ratio. The 

total death cases accounts to 149205, while the current active cases are lower at 252275, 

which has seen a huge improvement over the last 3 months. While these are the numbers 

released by the Government, it should be noted that many persons who are Covid-19 

positives have not been tested so far. The number of cases that are testing positive have 

certainly come down. India seems to have passed the peak phase of the virus outbreak 

and the epidemic now seems to be under control. While India seems to be in a better 

shape than before, the UK Government has imposed a phase 4 lockdown just before 

Christmas. The UK Government has also warned of detecting a new strain of the Covid-

19 virus which could spread at a much faster pace than the previous one. This observation 

by the health authorities in UK has evoked a mixed response across the globe. This 
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announcement by the UK Government did cause a sharp selloff and panic across all 

markets due to the fear of a fresh round of lockdowns globally. Any further news of a new 

strain of the virus is something that is being keenly monitored by all countries. The Indian 

authorities have re-assured their citizens that there is no such challenge in India. 

Amidst this panic and turmoil of a second strain and a second wave, there is some 

good news of the vaccine already available in selective countries. Pfizer has been the first 

company to launch its vaccine which is selectively available in the U.S. and the U.K. India 

has at least 3-4 companies that are ahead in the race to launch the vaccine. The Prime 

Minister’s visit to these companies, which are developing the vaccine, was a significant 

milestone that has encouraged all companies to try and fast track the launch. The initial 

reports suggest that the Pfizer vaccine needs the support of an entire cold chain 

infrastructure as it requires to be stored at -70 degrees centigrade. In comparison, the 

vaccines launched by domestic companies do not require this sort of a cold chain 

requirement and hence can be rapidly distributed across the country. Estimates suggest 

that at least 400 to 600 million people are likely to be vaccinated before 31st December 

2021. This should help breaking the chain of the infection spreading rapidly in India.  

 The Q2 FY 2020-21 earnings season has been full of positive surprises. Companies 

that were bracing for survival and working towards revival are now chalking out plans 

for growth. The cost cutting initiatives undertaken by corporates over the last 2 quarters 

have started to yield very positive results. Companies have examined every possible cost 

to protect and expand their profit margins. It has been a quarter full of surprises that have 

resulted in massive earnings upgrades. Many companies are likely to report a higher 

turnover over the previous year. This would come as a major surprise as most companies 

had lost nearly 2 months of sales. Most companies in our universe are confident of 

meeting or beating last years profits even though they may not achieve the same turnover 

as last year. This margin expansion is truly noteworthy and to some extent sustainable in 

the long run which has led to earnings upgrades across most of the companies in our 

universe. We believe this is something that has caught everyone by surprise and has led 

to the sharp rally in the stock market.   

India has been through unprecedented challenges and has seen too many 

disruptions in the last 5 years. It began with demonetization, then GST, the collapse of 

ILFS leading to a run on NBFC’s, a real estate slowdown and lastly various lockdowns 

caused by the pandemic. In the above circumstances during the last 5 years, corporates 

failed to deliver the earnings growth that was expected from them. Across most emerging 

markets, India fared poorly on the earnings growth count. Only a handful of corporates 

delivered strong earnings growth which led to the polarization in the stock market. 

Further, Foreign Institutional Investors (FII’s) did not stand to gain much due to the steep 
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devaluation of the INR between 2015 and 2020. Consequently, India lost its status as an 

attractive emerging market as the market returns were certainly not attractive in US$ 

terms. Despite these impediments, it seems India might be on course to deliver strong 

earnings growth in this 5-year cycle between 2021 and 2026.  

India has never witnessed such a strange phenomenon as it is experiencing now. 

The GDP is expected to decline by nearly 10% in FY 2020-21 and grow by over 10% in FY 

2021-22. We have never seen such severe volatility and disruption along with such a 

rapid recovery. In FY 2021-22, companies should witness a strong topline growth which 

will lead to a significant operating leverage playing out. It is expected that margins may 

remain at elevated levels and earnings can significantly surprise on the positive side. This 

will once again lead to earnings upgrades and surely mean a re-rating across many 

sectors. This sharp earnings growth will be very broad based and not restricted to any 

specific sector. Industries such as tourism, hotels, restaurants, malls, multiplexes, 

outdoor sports, weddings, exhibitions, conferences, health spas, beauty salons and many 

others which are large employers, will not go back to their pre-Covid levels of business 

activity for at least another one year. These sectors will gradually emerge and go back to 

their pre-Covid level only in FY 2022-23 which will certainly help the GDP growth in that 

year. Hence, we believe that India can witness a strong growth in FY 2021-22, purely 

because of its base effect, and a good growth in FY 2022-23 because of employment 

generating sectors witnessing a big revival. This ensures that there will be a strong 

earnings growth cycle over the next 2 years which can surely help selective stocks and 

the entire market to scale new highs.  

Multinational corporations are gradually adopting the China plus one strategy 

leading to alternate supply chains being created across emerging markets. This strategy 

is likely to benefit India as a destination of choice offering an opportunity for outsourcing 

along with a huge domestic market. The recent low tax rates for new establishments are 

helping attract FDI investments in many sectors. The Government recent announcement 

of the Production-Linked Incentive (PLI) Scheme endorses India to be a global 

manufacturing hub for various industries. We believe the PLI Scheme along with many 

more to come will help shift a part of global production to India. This will augur well for 

employment generation as well as export earnings which can help the INR stabilize at the 

current levels. Certain industries are already witnessing an increased traction in their 

export growth and are beginning to expand capacities to cater to the rising global 

demand. This export growth story is not a one off and can result in a multi-year growth 

for many industries. This trend is the start of a multi-year earnings growth cycle for 

several sectors which are likely to be re-rated to scale new highs.  

 



  

 
 

4 

The world is awash with liquidity and so is India. The US Federal Reserve and 

other global Central Banks have pumped in too much liquidity into the global financial 

system. Interest rates have collapsed, and Government bonds of most developed nations 

are yielding negative returns. For the first time in many decades, India is witnessing 

unbelievably low interest rates. High quality corporates in India are borrowing short-

term money at sub 5% rates which has never happened before. Long-term mortgages are 

available at interest rates of less than 7% indicating a structural decline in interest rates. 

This decline in interest rates directly co-relates to PE multiple expansion which is an 

inverse to the interest rates. These low rates of interest have made equity an obvious 

long-term asset class for investing. The downside of low interest rates and ample liquidity 

has been a rally in commodity prices taking crude oil price higher by 24.3% in the last 

quarter. The current rally in steel and other nonferrous metal prices is inflationary in 

nature and if sustained will cause some price pressure for companies that are not able to 

pass on the same to its customers. Any further rise in commodity prices can put huge 

pressure on margins for companies in sectors such as auto and consumer durables.       

The stock markets are at an all-time high and are directionally positive. For the 

nine-month period ended 31st December 2020, the Nifty 500 Index has moved up sharply 

by 64.6% and is now 16.7% above its 31st December 2019 level. The Foreign Institutional 

Investors (FIIs) have invested over US$ 19.3 Billion in the Indian markets in the last 3 

months. In CY 2020, net inflow from FIIs has been US$ 23.1 Billion. For the nine-month 

period 31st December 2020, Domestic Institutional Investors (DIIs) have been net sellers 

to the tune of US$ 15.0 Billion. There has been a sharp withdrawal by domestic investors 

in the stock market during the last 9 months. Despite the sell off by DII’s the broader 

market has risen by 64.6% in the nine-month period ended 31st December 2020. The 

market rally is broad based which should lead to a sharper rally across small and mid-

cap stocks. As corporate sector profit growth sustains, we will witness a sustainable 

rerating in stocks. This is an interesting time for bottom-up stock picking resulting is 

strong double-digit returns.   

Macro-economic parameters are pointing to a sharp improvement in demand. The 

interest rate reduction cycle is now behind us. We believe inflation at 6.9% (CPI as of Nov 

20) for this year remains in an acceptable band. Any further rise in inflation will surely 

lead to a hawkish stance by the RBI. One can expect a modest rate hike in CY 2021. A low 

interest rate environment can encourage private consumption as can be seen in demand 

for new homes due to low mortgage rates. We believe that a combination of large FDI and 

low interest rates will also spur demand for infrastructure creation and will lower the 

gestation period for large infrastructure projects. India needs an investment of at least 

US$ 1 Trillion for the creation of world class infrastructure over the next 5-7 years. India 
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has developed strong relationships with the Middle East countries and other leading 

economies in the West. Many Large Pension and Sovereign Wealth Funds have been 

accorded a tax-free status for their investment into the infrastructure sector and are 

looking forward to making large investments in India. This can ensure huge inflows into 

the infrastructure sector and can revive the Indian economy, making it one of the fastest 

growing large economy in the world. This is an important investment for India’s 

development and if executed well can take India into a new growth orbit.  

We remain extremely optimistic about the future as India is on the cusp of a very 

interesting growth phase with many factors to its advantage. We believe that the worst is 

behind for the Indian economy. The only big worry remains the unemployment challenge 

that India faces. There are several service industries in which there has been huge job 

losses due to Covid-19. The small and medium scale industries will surely come back to 

normalcy and will become a strong back end to the large-scale industries. There are 

several entry barriers for new entrants to enter traditional businesses making these 

businesses even more valuable. Most of the companies in your portfolio will stand to gain 

with the above trends playing out. We believe this earnings season further fortifies our 

belief and demonstrates the resilience of each of the companies in your portfolio, 

especially during such challenging times.    

Global markets are continuing to rally. 2020 has been the year of technology 

stocks recording sharp gains. Technology stocks in USA are at all time highs and their 

valuations are signifying a multi-year earnings growth story. Indian software services 

companies too are a major beneficiary of this emerging trend and are witnessing record 

order inflows and large deal wins. A weak US Dollar is also leading to an emerging 

markets stock market rally. The excessive global liquidity and lower interest rates is here 

to stay. The developed economies cannot afford to raise interest rates as both, their 

Governments and the individuals are overleveraged. A low interest rate environment 

along with excessive liquidity conditions are factors that help stock markets and equity 

valuations remain buoyant. We believe India should be one of the big beneficiaries of this 

trend. In CY 2020, the INR has depreciated by 2.5% against the US$. We believe that in an 

improving macro economic scenario the INR will not rapidly depreciate. This makes the 

INR a competitive currency for exports to grow from India.      

We continue to position your portfolio to benefit from a sharp recovery in FY 

2021-22. We remain confident that the Indian economy will not only revive but grow 

strongly and put most of the challenges behind it. The long-term outlook continues to be 

very promising with a major bounce back in FY 2021-22. Your portfolio is well positioned 

to capitalize on the emerging opportunities of stronger companies gaining market share 

at the expense of weaker companies, higher profit margins due to cost optimization and 
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greater opportunity due to the China plus one strategy. 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 resulting in 

superior returns on a sustainable basis. We are convinced that the Indian market will 

continue offering many such good opportunities.  

 

 

 

Warm Regards, 

Jiten Doshi 

Co-Founder & CIO 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Disclaimer: 

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

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 Company Private Limited 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. 


