Investment Philosophy for 2016
Market Overview:-
We recommend a selective contrarian Investment strategy for 2016. As we see in January 2016 the Oil prices provide a big overhang for the Equity Markets. Yesterday US markets had a single largest point drop in the opening. Global markets are still in turmoil with China still volatile. The ViX in India is at 15% and we thus recommend buying very selectively and very cautiously .  
We continue to believe India will provide a good hedge against the declining global equities with a robust growth as envisaged by World Bank. A 7.7% growth in GDP will come on the back of Industrial Production growth, credit off take and Automobile sales. Growing Middle class consumption requirements will increase Corporate Earnings and Schemes like Make In India will effect large scale industrial production of capital goods equipment. Therefore the Macro Economic factors both domestic and India’s IT exports looks placed to show good growth in 2016. The only dark cloud is the currency value. Indian rupee continues to come under pressure with mounting fiscal deficit and current account deficit fueled with oil imports. The recent spurt in Oil prices will only add to the voes.
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The only cause of concern in the above data set is the Consumer Inflation fueled by profiteering and hording on the one hand and supply side constrains on the other. With economic growth will come higher capital inflows increasing forex reserves.
Memories are very short , lets just look at 2013 and how euphoric the markets and investors were. It’s a cycle what goes down will come up.
[image: http://www.livemint.com/r/LiveMint/Period1/2014/06/09/Photos/g_pg1_market_web.jpg]
These short term spikes and toughs will matter little when one takes a view on businesses which have survived various economic downturns and prospered during upturns. Investors buy businesses and not stocks . Short term uncertainty does not cause Investors to loose sleep. 
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As we can see the GDP per capital of India is far behind China and this represents the opportunity for the next 25 years. A 5x increase in GDP per capital will mean that India will be a $10 trillion economy by 2030. Extrapolating that growth to Corporate Earnings and Stock Values 2016 represents the best year post the Economic crisis for investing in Stocks. 
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Our region is expected to grow Fastest even in 2017, therefore not just 2016 but also 2017 is expected to bring in robust wealth increase in India and the effects will be felt in Equity Markets.
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Currently India’s share of the global economic output is small but the good news is the growth rate of economic growth. India is in a sweet spot.
Are Investing in Indian Equities Risky?
To answer the above question we need to understand how Rupee has behaved
[image: https://media.licdn.com/mpr/mpr/shrinknp_800_800/AAEAAQAAAAAAAAMEAAAAJDkzMzc0NzRjLWEyMjUtNDJmMy1hY2MyLTY4ODE0YTVjNTU3MA.jpg]
In December 2015 Rupee was at 66 to a USD threatening further round of weakening. This puts enormous pressure on costs of Imported raw material , Oil prices and imports of capital equipment. 
Meanwhile we notice a healthy growth in the NRI depositing their savings in the country. The rates  stood as follows
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Thus the NRI community reposes confidence time and again.
Now we shall see the summary of our analysis of the market returns from 2009 till date. We shall see the returns an investor would have earn’t had he invested a sum of 100 way back in 2009 and on January 1st every year thereafter , naturally the earliest investment would have grown very well and the later like a sapling would have grown less. A smart investor would have remained invested and not just invested once but repeatedly disregarding the short term market sentiment. This is the investing style we advocate at Mentes Capital . Stay invested stay in the game.
[image: ]
An Early Investor as the table shows below would be having a healthy CAGR of 13.1% and an investor for just 1 year would be looking at losses. But an Investor with the foresight provided by Mentes Capital today would be having a wealth of Rs 1000.39 after investing Rs 100 each year.
Now let us see the falling risk Investors have had to face in equity markets. We observe the standard deviation from 6 monthly returns and plot the same on the graph. 
[image: ]
Clearly markets have become more stable which is good news for investors as we seen the 6 month moving average of the monthly standard deviation falls lower. 

Conclusion:-
Thus after seeing the promise the macro economic indicators give to Corporate Earnings, the confidence reposed by NRI community and observing the historical performance of Indian Equity Markets we can safely say that allocating our risk capital under watchful eyes of a Professional Investment Advisory is actually the safe way to navigate the promising Indian Equity Markets .
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RATES AT A GLANCE
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THE BIG PICTURE
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Since 2009 the Market has given
Average Monthly Return 119%
Annualised Return 15.20%

The Risk the Investor has to bear

Monthly Standard Deviation 5.70%

Annualised Standard Deviation ( Volatility)  19.75%

Thus

[Asum of Rs100] __Foryrs Would o

invested in lbein201 _caGR

2009 7 23673 | 13.10%
2010 6 <147.23| 6.66% | a.69%)
2011 B <13278| 5.83% | 6.34%)
2012 4 <14236| 961% | s.07%)
2013 3 12559 | 7.89% | a1
2014 2 12579 | 12.15% | 3.58%)
2015 1 <87.92 | 12.08% | 3.6%)

‘We use 6 monthly returns to Calculate the Standard deviation in the
returns which is the measure of risk. Lower the standard deviation lower the.
risk.
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Monthly Standard Deviation
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HOW THE CURVE CHANGED
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INDIA LEADS THE PACK

Indian equities are among the best-performing global markets this year, as foreign
investments in Indian shares outpace money going into competing emerging
markets.The 30-share SP BSE Sensex has gained 20% this year, way ahead of other
BRIC (Brazil, Russia, India and China) peers. While Brazil's Bovespa Index rose a bare
3%in 2014, China’s Shanghai Composite Index and Russia’s RTS Index have declined
6.1% and 4.1%, respectively.

Country Index % change, year to date
INDIA  S&P BSE India Sensex Index 1833

Turkey Borsa Istanbul Stock Exchange National 100 Index 16.10
Indonesia  Jakarta Stock Exchange Composite Index 15.47
Phillippines  Philippines Stock Exchange PSEi Index 14.99
Italy FTSE MIB Index 14.79
Thailand  Stock Exchange of Thailand SET Index 11.89
Spain  IBEX35Index 8.85
South Africa FTSE/JSE Africa Top40 Tradeable Index 854
New Zealand New Zealand Exchange 50 Gross Index 819
Taiwan  Taiwan Stock Exchange Weighted Index 6.00
Switzerland  Swiss Market Index 553
France  CAC40 Index 535
Sweden  OMX Stockholm 30 Index 456
Singapore  Straits Times Index STI 4.01
Germany  Deutsche Boerse AG German Stock Index DAX 384
Netherlands AEX-Index 2.08
Australia ~ S&P/ASX 200 150
UK FTSE 100 Index 1.05
Brazil Ibovespa Brasil Sao Paulo Stock Exchange Index 0.63
Malaysia ~ FTSE Bursa Malaysia KLCI Index
Hong Kong  Hong Kong Hang Seng Index
South Korea Korea Stock Exchange KOSPI Index
China Shanghai Stock Exchange Composite Index
Japan  Nikkei225
Russia Russian Trading System Cash Index

Source: Bloomberg
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India surpasses China as fastest growing giant
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Who's driving global growth in 2016?
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Historical Indian Rupee Rate (INR USD)
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