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Dear Investor, 

I hope this letter finds you and your family in good health. I take this opportunity 

to wish you and your family a very happy, healthy, and prosperous 2022. May we all 

witness lots of peace and stability in the year ahead. While I did not want to start my letter 

by talking about the pandemic, I thought it was best to discuss the negative news first, 

before sharing a lot of positive news. As I write to you, India faces its third wave of Covid-

19, with the daily reported cases touching an all-time high. This time around, the virus 

has a new variant called "Omicron". India is on a high alert as the virus is spreading 

quickly and infecting a large part of the population. While Omicron is a highly infectious 

variant, it does not seem to be as deadly as the previous “Delta” variant. Surprisingly, over 

90% of the infected patients are asymptomatic with no major health issues. Infected 

patients are mostly asymptomatic and hence it is difficult to estimate the total population 

that is infected. Reports suggest that those infected are back to normal within a week with 

casualties being negligible. Experts believe that infections in this wave will peak out in 

February and start subsiding by the end of March 2022. Let us hope this phase passes by 

without too much disruption and damage, resulting in no serious lockdowns across the 

country.  

As of 31st December 2021, the total number of Covid-19 cases in India stood at 

35.71 million, of which the number of recoveries was 34.50 million, an over 96% recovery 

ratio with total deaths reported at 0.48 million. The government has spared no effort to 

get the entire population vaccinated. So far it has successfully vaccinated a large part of 

its population, with 608.92 million people, representing 44% of the population, being 

fully vaccinated and 238.74 million people, representing 17% of the population, being 

partly vaccinated. This ensures that the death rate could be low, and anyone infected by 

the new variant does not succumb to the same. The government has now embarked on 

the next leg of vaccinating the younger population between the age group of 15 and 18. 

This will provide the much-required relief to ensure the safety of our younger population. 
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This vaccination drive will begin in January 2022, and we expect the government to 

administer over 150 to 200 million doses. At this rate, a large part of the Indian 

population will be fully vaccinated soon, ensuring a low fatality rate.  

India has come out of a very painful period of restructuring. In 2014, the current 

government inherited an economy that was in shambles. It has taken them over five years 

to stabilize the economy. The period between 2015 and 2020 was the most challenging 

one for India when the government implemented many structural reforms that 

temporarily slowed down the economy. It began with the introduction of the black money 

bill, demonetization, the introduction of GST, the collapse of IL&FS, the consolidation and 

bad loan write offs in PSU banks, the introduction of RERA that severely slowed down the 

real estate market. All these were structural changes that laid the foundation for a better 

future. On the positive side, in September 2019, the finance minister reduced corporate 

tax rates from nearly 35% to a new low of 25.17% thus signaling that the government 

was pro-business.           

Amidst news of the start of the third wave is some good news that should not be 

overlooked. India is in already at the start of a super cycle of growth. The year 2021-22 

should witness a real GDP growth of 9-9.5%, of course on the lower base of last year. The 

momentum has set in for a longer period of high growth rates that is likely to sustain 

throughout this decade. India has now entered its golden decade of higher economic 

growth through progressive and positive policies being announced by the government. 

This will enable huge investments from local and global investors. Post the pandemic, the 

world sees India as one of the most promising investment destinations, ensuring 

sustainable long-term growth. India’s share of global trade has continuously declined 

over the last few decades. In the coming decade, this trend is expected to reverse. India’s 

major issue has been its continuing energy insecurity with rising crude oil prices and a 

declining share of global trade, which has meant that export growth has not kept up pace 

with import growth thus resulting in a weaker balance of payments situation. This trend 

is now set to reverse as we are witnessing increasing export opportunities and 

moderating crude oil prices in the long term. For the nine-month period ended 31st 

December 2021, India’s exports have crossed US$ 300 billion with December 2021 alone 

contributing to US$ 37 billion. This ensures an improvement in the balance of payments 

situation, thus resulting in a relatively stronger INR that would help contain inflation and 

attract greater investments into the country. The Indian economy is now moving from a 

vicious cycle to a virtuous cycle with the best still to come! 

In the last one year, the situation has drastically changed for India. It is now 

becoming a major beneficiary of the geopolitical issues where investors are viewing India 
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as an equally attractive investment destination as China. Foreigners continue investing 

across all asset classes in India, not only through the FPI but now through the FDI route 

as well. In the long run, India has the potential to attract a few hundred billion dollars into 

its manufacturing and infrastructure sectors, thus creating the much-required jobs 

within the country. In fact, last year India attracted over US$ 40 billion from FPI’s into 

venture capital, private equity, and real estate sectors. This huge inflow has ensured an 

incremental GDP growth of over 1% in the last year. We believe this is the beginning of a 

new investment cycle, with record inflows coming into India in the coming decade. 

The year 2020-21 witnessed an increase in corporate earnings despite a sharp 

decline in the GDP growth. This year, with a recovery in the GDP growth, the corporate 

earnings are set to record a healthy double-digit growth. We believe that the period 

between 2021-24 will be a period of exceptional corporate earnings growth and will 

make up for the lack of it between 2015-20. India is now firing on all cylinders. There is a 

revival in consumption, capex, and exports along with spending on infrastructure. With a 

sharp rise of new-age companies in the start-up ecosystem, hiring has picked up. There 

is a shortage of talent to support this growth especially in the software services sector. 

India has always been recognized for its entrepreneurial spirit which is amply visible in 

the new-age companies. The last time that we witnessed such an exciting period of 

growth was during the years 2004 to 2008. In this period, the global economy too 

witnessed one of its best-ever periods of economic expansion aided by freely available 

capital. During the same period, India was a big beneficiary of this low-cost capital and it 

saw record inflows that helped fuel a short-lived boom in real estate and infrastructure.  

Like the rest of the world, India too faces the challenge of high inflation. In its last 

meeting, the Reserve Bank of India (RBI) decided to keep policy rates unchanged. During 

the last quarter, the 10-year G-Sec yields have moved up slightly indicating an expected 

rate hike in the near term. Over the last few years, interest rates in India have seen a 

structural decline. In the previous year, interest rates on short-term loans for high-quality 

borrowers have gone down to as low as sub 6% indicating huge liquidity in the system. 

In the coming year, we expect the RBI to hike its repo rate between 50 - 75 bps and its 

reverse repo rates between 65 - 90 bps. This will partly address the inflation concerns of 

the RBI. We need to carefully watch the action taken by other central banks globally.             

During every global crisis, the US Federal Reserve and other central banks tend to 

flood the global economy with huge liquidity. It was no different during the outbreak of 

Covid-19. The world is awash with excess liquidity, which is finding its way into several 

asset classes globally. In the final meeting of 2021, the Federal Open Market Committee 

(FOMC) has announced that it will ramp up the speed at which it pares its bond purchases, 
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putting the nation's central bank on course to eliminate the emergency Quantitative 

Easing (QE) program a few months earlier than expected. The US Fed feels comfortable 

taking a more hawkish tone because inflation is currently at a nearly four-decade high 

and the unemployment rate has declined to nearly pre-pandemic levels, with businesses 

fervently looking for workers. The US Fed has also indicated that it is planning three rate 

hikes in CY 2022. In December 2021, The Bank of England has been the first central bank 

in the developed world to raise interest rates by 25 bps. This signals the end of a loose 

monetary policy and stimulus programs. We should expect some volatility whenever the 

US Fed tapering accelerates and other central banks across the globe too hike interest 

rates. While there can be some short-term setbacks but the long-term picture for India is 

as bright as it can get.  

In the last year we have witnessed a huge spike in commodity prices which was 

unexpected given the muted economic activity across the globe. There are several 

theories for this spike in commodity prices, but two logical reasons seem to be the 

disorientation of global trade and a loose monetary policy that has fueled a speculative 

bubble in commodities. In CY 2021, the CRB Commodity Index, which is a lead indicator 

of commodity prices, has shot up by over 30%. During the same period, prices of crude 

oil have significantly moved up from US$ 51 per barrel at the start of the year to US$ 77 

per barrel by the end of the year. This steep hike of over 50% in crude oil prices have 

been very inflationary. The good news for Indian consumers is that prices of petrol and 

diesel have gone up by only 21% and 16% respectively as the government has partly 

absorbed the higher cost of crude through a reduction of taxes and duties. The other 

serious challenge faced by the world has been the price hikes along with the non-

availability of semiconductors and microchips. The uncertainties in global supply chains 

have caused huge disruption for manufacturers of automobiles, electronics, home 

appliances, etc.       

In Q3 FY 2021-22, the Nifty 500 Index declined by 0.38%. There were 24 IPOs 

launched which raised US$ 7.57 billion, thus creating a new record of fundraising in one 

quarter. Most of the new age IPOs provided the venture capital and private equity 

investors an exit. The demand for new-age companies has cooled off after shares of Paytm 

witnessed a considerable decline from its IPO price resulting in large losses for its IPO 

investors. In a way, this will cap the flood of IPOs and bring rationality to the valuations 

of new-age companies. During the last quarter, the FII’s sold equity shares worth US$ 5.12 

billion while the Domestic Institutional Investors (DII’s) purchased equity shares worth 

US$ 8.83 billion, thus absorbing the intense selling by the FII's. In turn, FII's participated 

in the plethora of IPO's that were launched during the last quarter. Last year, small and 
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mid-cap stocks were available at a steep discount compared to large-cap stocks. 

Currently, many of the small and mid-cap stocks are trading at a significant premium to 

their large-cap peers. We believe returns in the current year will be more back ended as 

the dust settles in the IPO market and companies report strong earnings growth on a 

sustainable basis. 

We remain very constructive on the equity markets and 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 

progress of reforms and visibility of growth prospects. 

We at Enam AMC believe that India is going to witness its best-ever decade of 

growth with several trends shaping the Indian economy. I would like to highlight a few 

potential trends which I believe will not only help fuel this growth but also accelerate it 

to make India one of the fastest growing large economies in the world. Firstly, due to 

geopolitical issues and a re-alignment, India will not only attract huge foreign 

investments from FPI’s but will also attract FDI from several countries across various 

sectors, especially in manufacturing and infrastructure. Secondly, with the increased 

internet penetration and a vibrant startup ecosystem creating several new-age 

businesses, India is all set to leapfrog the digital revolution and be at par with most of the 

advanced nations in the world. Thirdly, India should finally witness its biggest-ever 

infrastructure and construction boom wherein the government will partner with local 

and global investors to create world-class infrastructure and build smart modern cities 

ensuring a home for every Indian. Fourthly, During this decade, India will see a 

continuous increase in its share of global trade contributed by increasing exports from 

the manufacturing sector resulting in large capex spends and job creation. The increased 

exports could also result in a continuous current account surplus. Lastly, by the end of 

this decade, India's per capita income will cross US$ 5000 resulting in a huge 

consumption boom with discretionary spending fueling sales of smartphones, computers, 

cars, homes, healthcare, etc. These trends will ensure strong visibility for sustained 

economic activity resulting in above average GDP growth.  

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

2021-22 itself, we expect a strong volume and value growth recovery in the Indian 

economy. Subject to no major lockdown or closures, the Indian economy should pick up 

in the second half of this year. While valuations have run up over the past one year, there 

are still some sectors where the valuations are at a discount to their historical average. 

The next year looks promising, with India firing on all cylinders. We continue to expect 
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strong earnings growth in several discretionary consumption sectors, private banks, 

residential real estate linked sectors and selective exporters. 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. We at 

Enam AMC take cognizance of the macro trends but continue to focus on a bottom-up 

approach for stock selection with well-researched and deep conviction ideas in your 

portfolio. 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. 


