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India stilla buy-on-dips market; better growth likely than most EMs’

Astrong macroenvivonment relative
tootheremerging marketsand iner-
ot ratestoppingout globallymay i
lows from overseas investors this
JearaccordingtoDhirajRelli MD&
CEO,HDECSecurities.Inaninterview
tith Ashley Coutintho, esaysglobul
tecession and geopolitcal conflicts
remmain the ey risks for ndian equi-
tes. Editedexcerpts

What is your outlook for
Indianequitiesfor Y237
Agoressivefront-loaded
policy atencreasesbythe
USFedwillweighon theUS
and other economies. If the
global economy slps into reces-
sion,itwould not be good newsfor
India,which exports about 20% of
itsoutput India's equity return cor-
relationswith theworldareelevated
and a further fall in global share
prices maybeaheadvwind forndian
stocks, Goingntothesecond halfof
2023, the market should start fac-
toringinitsviewonthegeneralelec-
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tions {lated for May-24) with out-
tight repositioning or consiceable
hedging of portfolis.

Whatare the key positives?
Optimists feel that most of the
negtive trggers of 2022 are outof
the way. Inflation seems to have
peaked, crude of, commodity and
food prices have fallen, Russia-
Ukeaine conflict cannot get
worse, US bond yields have
started to fall,Chinaislook-
ingtoboosteconomyandgo
light on Covid curbs, and
expensive stocks have got
derated sufficiently.
Ressimists feel that corporate
catnings expectations sil need to
come down toreflectthe recession-
aryenvironment,ising inventories,
increasinginputcostsandrates,and
a stronger US dollar. Geapolitical
pressure and an intensifying US-
(China confrontationare keyrisks.

Whatis yourview onthe interest

formancecouldtaleabreatherinthe
firsthalfthisyear given highrelative
valuations.Thatsaid,Indiaislielyto
have better growth than most parts
of ENand arelativelystrongmacto

ratetrajectorythisyear?

RBL could exit the curtent rate
cycleat6.53% basedontheviewthat
inflation s heading lower in 2023,
Thiswll kelyimproveliquicitycon-

ditions, faciltate further accelera- environment,  India

tion in credit growth, and help remainsabuyondips

shate prices,One optimistic view market,

is that this global weakness

remains short and shallow; Which sectors or

gl growth botoms around ) pockets stil seem

March or Apef, and improves attractive

thereafter BESI,  capital
goods, [T, chemicals

Whatis your take on valua- and metals (slec-
tions? tively) are  some
Emerging sectorsthatstill ave
markets  are vle  given
[ikelyto bene- thestageatwhich
fitfromarel Indian economy

ativelymore
benign

world rela-
tivetoCY22,

is currentlyat.
Select small-
@p

stocks also

However, offer value
India' tril- given the
ing outper- low base

and the growth runway available
tothem,.

What ate your expectations from
the Budget?

Theneed of thehouristomain-
tain the growth path
while Keeping fiscal
Qeficitandinflationin
check. The Centre is
likelyto over-achieve
its receipts in FY23,
allowing it to meet
higher-than-bud-
geted spending with-
out breaching s is-
cal deficittargets.The
Centre wants to
achieve a defiit of
45% by F26. To
reach there, it must
teducethesameto5.6-5.8%ofGDP
in FY24 versus 6.4%in FY23. The
marketishopingthattheBudgetwill
nottinkerwithcapital ainstasation
ordirecttaxrates removedoubletay
on buyback through open matke,

Ifthe global economy
slips into recession, it
would not he good
news for India, which
exports about 20% of
its output.. a further
fallin global share
prices may be a
headwind for Indian
stocks

andKeepborrowings undercheck.

Whatisyouroutiookon FPIflows?
FPlswetenetsellersof $16.5bil-
lionlastyear,mainlytriggered bythe
confluence of negatives including
the Russia-Ukraine
war and US Fed rate
tightening Wedonot
expect such a large
negative  number
from FPIs this year,
despite outflows in
January.Interest rates
globally may top out
and this could create
favoureblegroundfor
India. & relatively
strong macro envi-
ronmentwilllsoaid
flows. FPIs will also
lookat the Union Budget provisions
and the corporate performance in
India todecide on theirallocatons
intoIndiarelative o China.

Theprivatecapexcycledidnottake

off as expected in FY2 and has
lagged government capex, How
longbeforethingsturnaround?

The Chief Economic Advisor
recentlysaidprivatecapexinthefirst
halfof this fiscalyearhasctossed 3
trillionandwecouldseethenumber
surpassing 6 trillion by the end of
thisyear. The value of new invest-
ment proposals jumped sharply, by
69%,in the Decernber-ended quar-
terafter sequentially contractingin
the past two quetters.

Private players have been slow
insteppingupcapitel expenditure
due to rude shocks from various
quarters such as pandemic, infla-
tion, geopolitical turmofl, energy
and food crisis, fragle supply
chain,and a historic peak in the
cost o ftels. Corporates willonly
goforcapitalexpansionyhen they
feel the economy i stable and will
1ot face any shocks. Inflation and
aninctease in the cost of borrow-
ings are deterrents while taking a
calloncapex.



