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Dear Investor, 

I hope this letter of mine finds you and your family safe and healthy. As we end 

this year, we wonder what has transpired and how the world around us has changed. This 

has been both, the most challenging and most rewarding year in the living memory of 

many. We could never have imagined as to how fiscal year FY 2020-21 would have begun 

or ended. What seemed like a disaster did create huge opportunities for some while 

leaving behind scars for many. In conclusion, mankind has always lived with hope and 

the lesson that we have learnt is “Nothing is impossible”. Who could have imagined that 

India would be one of the fastest, biggest, and cheapest producer of the Covid-19 vaccine? 

In the last one year, we in India have demonstrated great resilience as a nation and for 

the first time have been able to emerge stronger from a global crisis. This is the first time 

in history that we are witnessing China’s loss has become India’s gain. We as a nation 

have arrived and are now being noticed by everyone, big and small.    

The pandemic which struck the world a year ago is still not over. Europe is still 

amid severe lockdowns and is unable to find any quick solution to resolve the situation. 

Even after one year, many developed economies are still struggling without any clear 

solutions in sight. There are new strains of Covid-19 discovered in Britain and other parts 

of the world. Once again, the sentiments appear to be negative. There is too much fear 

that the current situation, if not handled correctly, could go out of hand. We only hope 

that this panic settles down soon and we witness normalcy in the next quarter. The United 

States is fully equipped to vaccinate its entire population and is expected to do so in 2021. 

There are a few vaccines with high efficacy and are being successfully rolled out globally. 

This vaccination drive could take at least one year before large countries break the chain. 

There is a non-availability of vaccines across developing countries as the developed 

nation have prioritised vaccinating its own population. People are still figuring out on 

how to cope up with this unprecedented challenge and are beginning to adapt to the new 

normal.  
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As on 31st March 2021, the total number of Covid-19 cases in India stood at 12.22 

million, of which the number of recovered cases were 12.05 million, a 98% recovery ratio. 

The total deaths reported were 1.64 lacs. The current active cases at 5.85 lacs are more 

than double as compared to 31st December 2020. However, the good news here is that 

as on 31st March 2021 more than 60 million Indians have been successfully vaccinated 

with the first dose, while over 10 million people have been fully vaccinated after receiving 

the second dose. It is a proud moment for India that there are more than two Indian 

companies with their vaccines now available in the market. The pace of vaccination 

should keep improving as initially it was only for senior citizens and persons above the 

age of 45 with a co-morbidity. Gradually, a lot of people will be vaccinated resulting in 

much lower casualties from the pandemic. Estimates suggest that in India at least 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. It is rather unfortunate that 

people have become very casual and are not observing the safety protocols set out by the 

government. This has led to a huge rise in Covid-19 cases especially in the state of 

Maharashtra which accounts for a lion’s share of the new and active cases. This has 

resulted in a selective lockdown being implemented across various parts of Maharashtra 

which could affect businesses in the consumer and retail sector. Such rampant lockdowns 

cause a lot of anxiety as it disrupts business continuity and predictability. The pandemic 

is serious and is here to stay for a while until each one of us is vaccinated. People will have 

to follow all safety protocols and adjust to the new normal as life will never be the same 

as it was pre-pandemic.  

The 2021-22 Budget presented by our honorable Finance Minister Mrs. Nirmala 

Sitharaman is a transformational budget. It has not only met but surpassed expectations 

and has set the tone for a new thought process by the government. This budget has 

departed from previous ones where the focus was purely on fiscal deficits rather than 

growth. We are now in a different world where every government and central bank has 

deviated from trying to maintain a respectable fiscal deficit to expanding the balance 

sheet in every possible manner. India has finally accepted that fiscal deficits in isolation 

do not mean anything. In a relative world, it is important to see how we are faring as 

compared to other nations that have gone ahead and expanded their balance sheets. India 

will record a steep 9.5% fiscal deficit in FY 2020-21. The fiscal deficit projected for FY 

2021-22 is 6.5% which is expected to go down to 4.5% by 2026. This means the 

government’s focus has now shifted to growth and not only managing deficits. This is a 

very bold step in the right direction. This may start a multiyear capex and spending cycle 

that can boost the Indian economy in the short to medium term.   
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Budget 2021-22 is a unique budget wherein the government has taken a very 

different approach as compared to its past. This budget’s focus has shifted from short-

term goals to long-term growth. The main highlights being the planned disinvestment of 

PSUs and creation of infrastructure. The government is banking on a positive capital 

market environment for sizeable disinvestments to fund development and growth. The 

big surprise in this budget has been no change in the direct tax rates signaling a stable tax 

regime and honoring of the promise to keep long-term corporate tax rates low and stable. 

All budgets in the recent past were a manifestation of the current environment forcing 

people not to think long-term as there was no long-term policy framework.   

What has now come to the fore is the government’s intention to start divesting 

from non-strategic Public Sector Undertakings (PSU). The thrust of this budget has been 

to unlock value from strategic disinvestments of companies where it does not make any 

sense for the government to be continue as a promoter. This has sent a very strong signal 

of the government’s intent of raising resources from the sale of these companies and 

diverting such resources to create much required infrastructure. Going forward too, this 

seems to be the thinking and the government is very keen to continue divesting such 

stakes to fund its capex growth which is now very crucial to kick start the Indian 

economy. This would also ensure greater accountability within these PSUs and at the 

same time add to the national productivity. This is a very sensible way forward for the 

government and in achieving the dual objective of unlocking value in PSUs and enhancing 

the spend on infrastructure.   

The Supreme Court in its much-awaited judgement in March 2021 allowed banks 

to charge interest on loans during the moratorium period but disallowed charging 

interest on unpaid interest during the same period. This judgement came as a big relief 

as borrowers were not wanting to pay any interest on all outstanding loans during the 

moratorium period from March to September 2020. Further, till the announcement of 

this judgement, the banks were making ad hoc provisions for Covid-19 as they were not 

allowed to classify any of the loans under moratorium as Non-Performing Assets (NPA). 

The bank balance sheets seem to have adequately provided for all the anticipated loan 

losses and should now present a clear picture as on 31st March 2021. With this event 

behind us, the banking sector, especially the private banks, are very well poised to return 

to high growth and deliver strong returns in the years ahead. To counter this crisis, which 

has been a big test for banks, major private sector banks have recapitalized themselves 

in the last year.   

In the last twelve months, commodity prices have gone through a huge swing. 

There has been tremendous volatility in the year ended 31st March 2021. This has meant 

huge challenges for all businesses with some businesses unable to absorb such sharp 



  

 
 

4 

price hikes in short time frame. In the last one year there has been a sharp spike in crude 

oil prices from US$ 21 per barrel on 31st March 2020 to US$ 63 per barrel on 31st March 

2021, an increase of 191% in one year. While crude oil prices have moved up sharply in 

the last one year, the average price for the year 2020-21 is lower by27% as compared to 

2019-20. It is the volatility that is very painful to adjust to and can distort corporate 

profitability in the near term. The sudden spike in prices of commodities, especially steel, 

have put tremendous pressure on automobile and consumer durable manufacturers. This 

sudden shortage of commodities is a result of supply bottlenecks across the globe. It is 

difficult to believe that all commodity prices will sustain very high price levels for a long 

period of time. With increasing commodity prices, corporates will have to absorb such 

hikes in the short-term which could affect profitability for a few sectors in FY 2021-22.        

The Indian economy has witnessed huge challenges in the last few years. These 

were years for the government to clean up the past and strengthen the foundation for a 

better future. Certain changes over the last few years have been structural in nature and 

should lead to very positive outcomes in the coming years. We believe that the Indian 

corporate sector has reached an inflection point and is now poised to deliver robust and 

sustainable earnings growth. This will come on the back of strong cost optimization 

measures implemented in the last one year. We believe that consolidation across major 

industries will help large companies gain market share as small and medium scale 

industries are yet to reach their pre-Covid levels. The shocks of the last few years, like 

demonetization, abrupt introduction of GST, the ILFS crisis, a real estate slowdown and a 

national lockdown have made good businesses more durable to external shocks and have 

prepared them for the next round of growth. We believe India is in a multi-year growth 

cycle with all round economic growth coming from consumption, resurgence of capex, 

creation of infrastructure, global outsourcing and increased FDI across different sectors. 

This is the start of a new earnings cycle that will sustain over the medium to long-term. 

Government policies seem to be supportive and in the right direction to steer India into 

a new growth trajectory.   

Last fiscal, the stock market had one of its best years in a decade. The broad-based 

Nifty 500 Index rose by 75.99% in FY 2020-21. The market had crashed in the month of 

March 2020, thus creating a very low base. This crash caused huge redemptions for the 

Domestic Institutional Investors (DII’s) causing a net outflow of US$ 18.13 Billion last 

fiscal. During the same period, the Foreign Institutional Investors (FII’s) have been net 

buyers of equities pouring in a sum of US$ 37.42 Billion. The trend is very positive with 

FII’s having invested US$ 7.71 Billion in the last quarter itself. The Indian currency has 

remained stable and has depreciated by just 3% in FY 2020-21. The Domestic 

Institutional Investors (DII’s) have been continuous sellers as they have seen huge 
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redemptions by retail investors, however after 5 months of outflows we have seen a 

reversal in March 2021 with an inflow of US$775 million. This trend is likely to reverse 

in FY 2021-22 as the economy is poised for its biggest upsurge since independence. 

Domestic retail investors may start coming back into the markets sometime after the Q4 

FY 2020-21 results are declared. Given the geopolitical situation and the uptrend in the 

Indian economy, we remain optimistic about global capital flowing into India. This will 

keep increasing if we are able to provide global institutional investors the comfort with 

the progression of reforms and visibility of growth. 

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

2021-22. We remain confident that the Indian economy may 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 

greater global 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 
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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. 
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