A lacklustre April doesn’t
mean the bulls won’t return
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WITH EQUITY markets having
delivered a smart 35% in the
previous fiscal, the current
financial year has seen a slow
start, making many a retail in-
vestor wonder Iif it's the
beginning of a correction
phase. So, should they use this
as an opportunity to cash out, or
continue to allocate money
toequities?

The point to note here is that
the returns seen last year were
mainly drivenby optimism and
the belief that the new govern-
ment at the Centre would focus
on reforms, thus changing the
landscape of the economy and,
consequently, leading to im-
provement in corporate earn-
ings. The economy is well on
track towards a strong econom-
ic recovery, backed by improv-
ingmacros and the reform push
by the government. The recent
weakness in the markets could
beattributed to the slow pace of
recovery in earnings and fears
of foreign institutional in-
vestors pulling out.

Coming to the delay inearn-
ings pick-up, there are strong
reasons to believe that it would
gather pace in the next few
quarters. This would be a func-
tion of lower commuodity prices,

low interest costs and increase
indemand, leading to higherca-
pacity utilisation. The fear of
FIIs pulling out of the Indian
markets crops up time and
again due to various reasons,
whether it's the probability of a
Fed rate hike or retrospective
tax issues.

However, this too is not acon-
cern as FIls" decision to invest
in a particular country is main-
1y due to its growth and profit

potential and, as on date, they
continue to be optimistic. They
prefer India vis-d-vis other
emerging market peers as a
long-term investment destina-
tion. Infact, they are using this
as an opportunity and have
pumped roughly 32,887 crore
into the Indian markets com-
pared to 4,424 crore by domes-
tic institutions.

So, the big picture of strong
fundamental and earnings re-
covery remains intact. In fact,
the recent correction has

moved markets intoa fair-value
zone Onaone-vear forward F/E
basis, the 30-share Sensex is
trading at 16. 34times, wellwith-
inonestandard deviation of its
long-term average.

In cur view, equities are
headed towards a bull phase
and these short volatile phases
should be looked at as an oppor-
tunityto increase equity alloca-
tions from a medinm- to long-
term perspective. Retail
investors, too, need to under-
stand that for any substantial
wealth creation, especially in
the context of equities; long-
term investment is what they
should be aiming for.

Equities would always bear
the risk of being volatile in the
near term, but as the invest-
ment horizon increases, the
probability of consistent re-
turns increases. Retail in-
vestors should participate in
the equity marketsthroughmu-
tualfunds. Since theyinvestin a
hasket of stocks and actively
manage it, investors get access
to a portfolio, which is less
volatile compared tostocks, and
donot need regular tracking or
expertise. Retail investors may
consider investing in mutual
funds through systematic in-
vestment plans as it brings in
investment discipline and aver-
ages out the costof investment,
which is an advantage in
volatile markets.
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