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Dear Investor, 

I hope this letter of mine finds you and your family safe and healthy. It is now over 

18 months since the start of the pandemic. As Indians, we have learned to live with the 

challenges and sometimes even at a steep price. The last quarter was one of calm and 

caution with several states continuing their selective lockdowns that are protecting 

people but hurting businesses. There now seems to be a gradual opening of the economy 

with a very cautious stand. All governments are preparing for the third wave, although 

there is none in sight. There is a better preparedness than before to face any third wave 

though the healthcare infrastructure across the country remains challenged. We are 

hopeful of a better economic recovery during the festive season in October and November 

2021. 

As of 30th September 2021, the total number of Covid-19 cases in India stood at 

33.7 million, of which the number of recoveries was 33.0 million, an over 97% recovery 

ratio with total deaths reported at 0.4 million. The current active cases at approximately 

0.27 million are in a controllable situation when compared to the last few months. Post 

the vaccination drive, the number of reported cases is on a decline as people seem to have 

developed greater immunity than before. The government's efforts for vaccinating the 

population are a landmark achievement on a global scale. India has achieved an 

unprecedented rate of vaccination for large part of its population. The government has 

spared no effort to get the entire population vaccinated. So far, Indians have received 873 

million doses of the vaccine with 231 million people representing 17% of the total 

population being fully vaccinated. This is a very big achievement as compared to the last 

quarter in which a total of 335 million doses were administered with only 59 million 

people being fully vaccinated. In fact, during the last quarter, the vaccinations given on a 

single day had crossed over 20 million doses. We believe the population eligible for being 

vaccinated is approximately 1 billion people. At the current rate of nearly 20 million doses 
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a day, the government could complete its vaccination drive for the entire population 

before 31st December 2021 thus achieving herd immunity across the country. Further, 

vaccinations for the age group between 12 and 18 should be launched shortly. Hence this 

segment of the population too should be fully vaccinated by the first quarter of CY 2022.   

The Indian economy seems to demonstrate gradual but strong growth over the 

corresponding period of the previous fiscal. As Indians are getting gradually vaccinated, 

they are feeling safer than before. People are coming out and spending since they are no 

more confined to their homes. As work-from-home is now beginning to be work-from-

office, there is a lot more activity being witnessed. In Q1 FY 2021-22, India’s GDP grew by 

20.1% on the back of the resilient agriculture and industrial sector. It now appears that 

growth is running ahead of consensus. This could lead to numbers being ahead of the 

official and consensus GDP growth estimates for FY 2021-22, thus leading to upgrades in 

the FY 2022-23 estimates. The big surprise is the rising demand for homes which has 

sparked a major revival in the real estate sector.  The Indian real estate sector is at a 

crossroads. After a gap of almost eight years, demand seems to be picking up in the 

residential segment aided by improved affordability, Covid-19 induced factors, and 

government measures to boost housing absorption. Lower interest rates too are 

responsible for this increased demand for new homes. 

The RBI MPC, unanimously decided to keep policy rates unchanged. It also decided 

to retain its accommodative stance with a split vote of 5-1. The MPC revised upwards its 

FY 2021-22 CPI inflation projection by 60 bps to 5.7% along with increases across the 

quarters. On the growth front, the MPC acknowledged that economic activity has started 

recovering post second wave of Covid 19 with agricultural production and rural demand 

being resilient and urban demand being on a mend. However, risks remain from a rise in 

infections, elevated global commodity prices, and financial volatility. The MPC retained 

its FY 2021-22 real GDP growth estimate at 9.5%.  

The rural economy is less affected by Covid-19 and more by the monsoons. The 

monsoons have been a mixed bag this year. Overall, it is estimated that rainfall in India 

recovered to just about a 1% deficit by the end of September 2021 (~9% deficit at the 

end of August 2021). Excess rain in September, although welcome for reservoir levels and 

the Rabi crop, may have also caused some damage to the Kharif crop. While the monsoons 

are not as buoyant as last year, it is certainly not that disappointing and nowhere near a 

drought-like situation. We should see a good demand recovery from rural India in the 

upcoming festive season. This should augur well for strong growth in H2 FY 2021-22. The 

challenge for the economy is the unemployment problem that the country is currently 
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facing. This situation is likely to improve by the next year and thereby help the economy 

to grow further in FY 2022-23.  

There is no dearth of good news from the government's side. The Indian 

government's pro-business stance is now even more evident after it has amended its 

retrospective tax legislation and paid the amount due to Cairn Energy Plc thus ending a 

long-standing dispute. This also puts to rest other tax dispute cases such as Vodafone Plc, 

etc. This has reflected very positively on the government's part and has also brought 

about a new wave of confidence in the country's pro-business stance. Further, the 

government has given the already stressed telecom industry a huge relief by giving them 

a moratorium of 4 years for their spectrum and AGR dues. This move should not only help 

the telecom industry revive but will also send a strong signal to the business community 

on the government’s intentions to help revive ailing businesses. 

During the past 12 months, India has become a very attractive investment 

destination for Foreign Direct Investments (FDI). The incidents at Wuhan in China have 

meant that multinational corporations are looking to further de-risk their supply chains. 

In Q1 FY 2021-22, India attracted Foreign Direct Investment (FDI) inflows of USD 22.53 

Billion which is 90% higher than the corresponding period of the previous year. India's 

automobile industry accounted for 27% of the total FDI equity inflow, followed by 

computer software and hardware and the services sectors, which accounted for 17% and 

11% of the inflows, respectively. This wave of FDI is not likely to stop here. We believe 

that India will keep attracting FDI as it opens for business.  

The current account reverted to a surplus of US$ 6.5 Billion (0.9% of GDP) in Q1 

FY 2021-22 from a deficit of US$ 8.1 Billion (1.0% of GDP) in Q4 FY 2020-21, aided by a 

narrowing trade deficit. The services surplus improved sharply, thanks to a robust 

performance of software and business services. The capital account also improved 

sequentially amid healthy FDI flows even as FPI and ECB flow faded, leading to a sharp 

gain in BoP surplus to US$ 31.9 Billion after a mere US$ 3.4 Billion in the preceding 

quarter. The basic balance (CAD + FDI), which reflects durable current account funding, 

sequentially improved sharply to a surplus of US$ 18.4 Billion from a deficit of US$ 5.5 

Billion in Q4 FY 2020-21. The foreign exchange reserves with the RBI now stand at over 

US$ 640 Billion providing comfort to the Indian Rupee which is moving in a narrow range 

with not much depreciation against the US Dollar. 

The world is going through turbulence never witnessed before. Select commodity 

prices are at an all-time high and have rallied further in the last quarter. The CRB 

Commodity Index has risen by over 37% as compared to the corresponding period of the 
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previous year. The prices of crude oil have rallied by over 89% as compared to the 

corresponding period of the previous year. This has also pushed up inflation in the 

country as petrol and diesel prices at the retail level have shot up by over 23% and 27% 

respectively in the last year. This sort of an unprecedented rise in the prices of all 

commodities is not a good sign for corporate profitability as consumers are unable to 

absorb steep price hikes in such a short period. We are unable to understand the logic for 

such a runaway boom in commodities but do believe that we are somewhere near the top 

end of the prices. 

The global spotlight has now shifted to China. It has been in the news for all the 

wrong reasons. First, China’s largest real estate developer, Evergrande Group recently 

defaulted on its interest payment to bondholders. The company is reeling under a debt 

pile of US$ 305 Billion. With their liabilities equal to 2% of China's GDP, Evergrande has 

sparked concerns that its woes could spread through the financial system and 

reverberate around the world, though worries have eased somewhat after the central 

bank vowed to protect homebuyers' interests. The Chinese Central Bank urged financial 

institutions to cooperate with relevant departments and local governments to maintain 

the "stable and healthy" development of the real estate market and safeguard housing 

consumers' interests. Secondly, China has begun to face one of the most severe power 

shortages with large parts of its industrial economy suffering regular shutdowns due to 

power shortages. This crisis is creating havoc in the global commodities market with LNG 

prices touching record highs especially with the winter season coming soon in Europe 

and America.  

The US Federal Reserve has signaled an end to its bond-buying (taper) program. 

At some stage, this could slow down the excess liquidity in the global markets. The Fed 

still maintains that there could be two interest rate hikes at the end of CY 2022. The 

interest rate hike by the US Fed could put an end to the easy monetary policy of several 

central bankers around the world. This could also slow down the flows into emerging 

markets. The deglobalization that was started by the Trump administration is something 

that has heavily destabilized global trade. This has now meant that many countries are 

reversing the trend of globalization and upsetting the demand-supply equation globally. 

Due to these disruptions, especially from China, the global freight rates have dramatically 

shot up. In fact, even at very high prices, there is no availability of containers to meet the 

export obligations of domestic exporters. There is a distinct belief that global trade will 

remain disrupted for some time to come as now it is being driven more by politics and 
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less by economics. This trend is very inflationary and can cause disruptions in global 

supply chains across the world. 

The stock markets remain optimistic about India's growth prospects which are 

amply reflected in the Nifty 500 moving up by over 11.7% over the last quarter. There is 

a broad-based buying across all segments with mid and small cap stocks continuing to do 

very well. In the last quarter, the Foreign Institutional Investors (FII's) invested US$ 563 

Million in the Indian stock market. Additionally, FII’s also invested US$ 2.11 Billion in 

primary market offerings. Domestic Institutional Investors (DII’s) invested a sum of US$ 

4.28 Billion in the Indian stock market. The secondary markets seem to have taken a 

breather as there is too much happening in the primary markets. India's first large new-

age company "Zomato" made its stellar debut on the Indian stock exchanges giving 

investors a window of opportunity to participate in India's new-age companies. This 

successful listing by a technology / new age company has prompted many more to go for 

an IPO. There is a mad rush in the IPO market with over 100 companies at various stages 

of filing for their IPO's. For the time being, the upsides in the secondary market could be 

capped till the dust settles in the IPO market. Market indices are at an all-time high, and 

the breadth of the markets is signaling broad-based participation. We believe that 

markets could see a minor correction after such a huge run-up. We remain constructive 

on the equity markets and would view every correction as an opportunity to enter the 

market. 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 

can provide global institutional investors 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. Beginning in Q2 FY 2021-22 itself, we expect a strong volume growth recovery.  

The Indian economy should pick up sharply in the second half of the year thus putting 

most of the challenges behind it. The next 2-3 years should witness strong earnings 

growth as we are entering a multi-year earnings growth cycle.  While valuations in many 

sectors look stretched, the surprise could come from earnings upsides due to favorable 

macro-economic trends. We expect strong earnings growth in several discretionary 

consumption sectors, private banks and, residential real estate linked sectors. This year 

could mark the return of a cyclical upturn with strong earnings growth across cyclical 

sectors. 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 
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plus one” strategy. We at ENAM take cognizance of the macro trends and 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. 


