
1 Edel Invest Research 

 

 

 

 

 

From Cautious to Bullish 

Edel Invest Research  

Market Strategy 

Since we wrote our first cautionary note on markets in the end of April, markets have been turbulent 

dominated largely by poor corporate earnings, expectations of a below normal monsoon and events 

unfolding in Europe. 

Indian markets have returned a meager 2.5% in 2015 so far. We believe the consolidation phase is 

over and markets have factored in the worst. Although concerns remain in regards to a contagion 

from a Greece default, Indian markets appear to be well prepared for such a cataclysmic event. Our 

stable bond market, burgeoning forex reserves and resilient currency markets give Indian markets an 

edge over other emerging markets. 

Hence, the confidence in Indian markets has returned. And we believe that the growth in the 

economy will start percolating into corporate results by 2H of FY16.  

There are a lot of positives factors that the Indian economy has been experiencing and fundamentally 

India remains a good investment destination. In fact, Indian equity markets were riding the bull over 

the last one year and recorded 31% return in CY14.  Several things have been working in favor of 

India are: 

 

 Retail inflation came down to 5% levels from a very sticky 10% levels backed by benign global 

food and commodity prices. 

 Lower inflation has led the Central bank to cut rate by 25 bps in the June policy meet.  A total 

75bp rate cuts since the start of this year is positive for the economy and sentiments. Banks have 

also started the transmission of these rate cuts. 

 QE in major economies continue to provide global liquidity. The Euro zone has indicated that its 

bond buying program will be front loaded for the next few months, which will provide additional 

liquidity. 

 Delayed US interest rate hike will continue to provide confidence to global markets and reduce 

chances of flight of capital from EMs 

 With US dollar strengthening and crude prices falling, commodity importing markets like India 

are gaining strength again. 

 

Confidence in Indian markets is more or less at an all time high; with global funds remaining 

overweight on Indian markets.  

 

We believe that government measures and spending will start percolating into corporate results from 

the second half of this year. Progress of sowing is also better than last year and monsoon is currently 

normal, bringing comfort that it will provide some support to rural demand. 
 

Hence, we believe that the current period are of good levels to build positions and markets should 

continue to see committed buying at and below the 8000 mark.  

 

Our medium to long term view is bullish with our FY16 Nifty target of 9300-9500. This would 

indicate a 17x P/E at FY16 earnings estimate. Continue to invest in fundamentally strong stocks, 

with good corporate governance, large opportunity size and strong cash flows & return ratios. Top 

picks and Mid cap marvels indicate our most preferred stocks. 
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Allocations of Funds to India show continued confidence.. 

 
Source: Edel Invest Research 

 

Global funds, EM Funds & Asia Pacific funds have increased their allocation to India in 2014. Asia Pacific 

funds have increased their allocation by 270 bps in 1 year.  

 

EM funds are also significantly overweight India vis-à-vis the MSCI Benchmark index. MSCI EM Index gives 

India a 6.7% weight, while EM funds are 420 bps overweight. EM funds allocate 10.9% to India. 

 

 
Source: Institute of International Finance, Edel Invest Research 

 

India has been one of the most stable Emerging markets. Total number of currency crises, sovereign defaults 

and banking crises has been negligible in the last 7 years. Even during the period 1973-2006, we have been 

one of the safest countries in terms of economic stability. India’s stable track record, has added to the 

confidence that FIIs have been showing towards Indian markets. 

 

Delayed US interest rate hikes 

 
Source: Cmegroup, Edel Invest Research 
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Implied probability of fed rate hike from Sept- Dec is less than 45%. Hence it is unlikely that the fed will raise 

rates before Dec 2015.  

 

Due to continued near zero rates in the US, there is less probability of flight of capital from Emerging 

markets like India. 

 

USD strengthening & crude weakening will fuel Indian Markets 

 

India Outperformed during the phase of dollar strength 

 
Source: Bloomberg, Edel Invest Research 

 

However, there was some correction with dollar weakening 

 
Source: Bloomberg, Edel Invest Research 

 

With the Euro depreciating, Dollar index has been and will appreciate. This is reflected in immediate impact 

in Crude Oil as well. Crude oil has fallen ~12% in the last 2 months. 

 

Consumer cyclical countries like India would benefit from a stronger US Dollar which coincides with a 

weaker commodity trend. 
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Monsoon & progress of sowing providing comfort 

 

 Seasonal Rainfall (in mm) from 1 June to 6 July 2015 

  Actual Normal % departure from LPA 

All India 214.4 215.3 0% 

East & Northeast India 422.8 439.2 -4% 

Northwest India 111.1 99.6 12% 

Central India 218.7 222.8 -2% 

South Peninsula 199.6 201.5 -1% 

Source: IMD, Edel Invest Research 

 

Progress of Sowing up to 26
th

 June 2015 

   2015 2014 

  Sown ('000 hectare) % of normal % of Normal 

Agricultural Products 10,925.30 10.87 8.58 

Food grain 5,359.70 7.67 6.8 

Non -Food crops 5,565.60 18.16 12.13 

Source: CMIE, Edel Invest Research 

 

Monsoon is currently normal, vs IMDs forecast of 12% below normal. Progress of sowing is also 10.9% of 

normal vs 8.6% in 2014. If monsoon continues to remain normal, it will reduce apprehensions around 

further slowing rural demand, and possibility of temporary spike in inflation. 

 

DII’s confidence more than compensating for recent FII outflows from Equity 

 

 

Source: CMIE, Edel Invest Research 

 

DII’s have pumped in ~31000 cr in the last 3 months, much more than the Indian markets have experienced 

yearly in the last 6 years. Hence DII’s confidence in Indian equity markets is more than compensating for 

recent FII outflows. 
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At an average, only 17% probability of a bull-run experiencing a negative return quarter. 

Bull Run Periods 
Positive return 

quarters 
Negative return 

quarters 
Average Return 

% of quarters 
negative 

Nov 98 - Feb 00 5 1 9% 17% 

May 03-Jan08 14 5 11% 26% 

Mar 09 - Nov10 8 0 10% 0% 

Jan 12- current 11 2 5% 15% 

Source: Bloomberg, Edel Invest Research 

 

Most quarters during a bull run give positive returns. In fact there is only a 17% chance that a bull run will 

give negative returns during a quarter. And even during a negative quarter, the returns are only about ~-4% 

(average). 

 

Hence there is less possibility that the market will turn negative and even if it does, it will not sustain for a 

long time. 

 

Our medium to long term view is bullish with our FY16 Nifty target of 9300-9500. This would indicate a 

17x P/E at FY16 earnings estimate. Continue to invest in fundamentally strong stocks, with good corporate 

governance, large opportunity size and strong cash flows & return ratios. Top picks and Mid cap marvels 

indicate our most preferred stocks. 
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Edelweiss Broking Limited (“EBL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related activities. The 

business of EBL and its Associates (list available on www.edelweissfin.com) are organized around five broad business groups – Credit including Housing and SME Finance, Commodities, Financial Markets, Asset Management 

and Life Insurance. 

Broking services offered by Edelweiss Broking Limited under SEBI Registration No.: INZ000005231; Name of the Compliance Officer: Mr. Dhirendra Rautela, Email ID: complianceofficer.ebl@edelweissfin.com Corporate 

Office: Edelweiss House, Off CST Road, Kalina, Mumbai - 400098; Tel. (022) 4009 4400/ 4088 5757/4088 6278 

 

This Report has been prepared by Edelweiss Broking Limited in the capacity of a Research Analyst having SEBI Registration No.INH000000172 and distributed as per SEBI (Research Analysts) Regulations 2014. This report 

does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information contained herein is from publicly available data or other 

sources believed to be reliable. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk o f any use made 

of this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document 

(including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The investment discussed or views expressed may not be suitable for all investors.  

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person 

or published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or 

other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject EBL and associates / group companies to any registration or licensing requirements 

within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons in whose possession this report comes, should observe, any such restrictions. The information given in this 

report is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. EBL reserves the right 

to make modifications and alterations to this statement as may be required from time to time. EBL or any of its associates / group companies shall not be in any way responsible for any loss or damage that may arise to any 

person from any inadvertent error in the information contained in this report. EBL is committed to providing independent and transparent recommendation to its clients. Neither EBL nor any of its associates, group 

companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including loss of revenue or lost profits that may arise from or in connection with 

the use of the information. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide 

to future performance .The disclosures of interest statements incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. The 

information provided in these reports remains, unless otherwise stated, the copyright of EBL. All layout, design, original artwork, concepts and other Intellectual Properties, remains the property and copyright of EBL and 

may not be used in any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.  

EBL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network (Internet) reasons or snags in the system, break down of the system or any other 

equipment, server breakdown, maintenance shutdown, breakdown of communication services or inability of the EBL to present the data. In no event shall EBL be liable for any damages, including without limitation direct or 

indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by the EBL through this report. 

 

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all customers may receive this report at the same time. We will not treat 

recipients as customers by virtue of their receiving this report. EBL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have long or short positions 

in, and buy or sell the securities thereof, of company(ies), mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the 

financial instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other potential/material conflict of interest with respect to any 

recommendation and related information and opinions at the time of publication of research report or at the time of public appearance. EBL may have proprietary long/short position in the above mentioned scrip(s) and 

therefore should be considered as interested. The views provided herein are general in nature and do not consider risk appetite or investment objective of any particular investor; readers are requested to take independent 

professional advice before investing. This should not be construed as invitation or solicitation to do business with EBL.   EBL or its associates may have received compensation from the subject company in the past 12 months. 

EBL or its associates may have managed or co-managed public offering of securities for the subject company in the past 12 months. EBL or its associates may have received compensation for investment banking or merchant 

banking or brokerage services from the subject company in the past 12 months. EBL or its associates may have received any compensation for products or services other than investment banking or merchant banking or 

brokerage services from the subject company in the past 12 months. EBL or its associates have not received any compensation or other benefits from the Subject Company or third party in connection with the research 

report. Research analyst or his/her relative or EBL’s associates may have financial interest in the subject company. EBL, its associates, research analyst and his/her relative may have other potential/material conflict of 

interest with respect to any recommendation and related information and opinions at the time of publication of research report or at the time of public appearance.  

 

Research analyst has served as an officer, director or employee of subject Company: No 

EBL has financial interest in the subject companies: No 

EBL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research report. 

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research report: No 

 

EBL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research report: No 

Subject company may have been client during twelve months preceding the date of distribution of the research report. There were no instances of non-compliance by EBL on any matter related to the capital markets, 

resulting in significant and material disciplinary action during the last three years. 

A graph of daily closing prices of the securities is also available at www.nseindia.com 

 

Analyst Certification: 

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her 

compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.  

Additional Disclaimer for U.S. Persons. Edelweiss is not a registered broker – dealer under the U.S. Securities Exchange Act of 1934, as amended (the“1934 act”) and under applicable state laws in the United States. In 

addition Edelweiss is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and together with the 1934 Act, the "Acts), and under applicable state laws in the 

United States. Accordingly, in the absence of specific exemption under the Acts, any brokerage and investment services provided by Edelweiss, including the products and services described herein are not available to or 

intended for U.S. persons.  

 

This report does not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or investment services and/or shall not be considered as an advertisement tool. "U.S. 

Persons" are generally defined as a natural person, residing in the United States or any entity organized or incorporated under the laws of the United States. US Citizens living abroad may also be deemed "US Persons" under 

certain rules. Transactions in securities discussed in this research report should be effected through Edelweiss Financial Services Inc. 

Additional Disclaimer for U.K. Persons. The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 ("FSMA").  

 

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial 

Promotion) Order 2005 (the “Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated associations); and (c) any other persons to whom it may otherwise 

lawfully be communicated (all such persons together being referred to as “relevant persons”). 

 

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this research report relates is available only to relevant persons and will be 

engaged in only with relevant persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This research report must not be distributed, published, reproduced or 

disclosed (in whole or in part) by recipients to any other person.  

Additional Disclaimer for Canadian Persons 

 

Edelweiss is not a registered adviser or dealer under applicable Canadian securities laws nor has it obtained an exemption from the adviser and/or dealer registration requirements under such law. Accordingly, any brokerage 

and investment services provided by Edelweiss, including the products and services described herein, are not available to or intended for Canadian persons. 

 

This research report and its respective contents do not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or investment services. 


