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ASIA: CHINA Shanghai: 3,090 (+1%)
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JAPAN Nikkei 225: 23,917 (+1%)
EUROPE: UK FTSE: 7,632 (+1%)
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GERMANY DAX: 13,445 (+1%)

2020 Hi: 41,952 (14/1/20)

USA: Dow Jones: 28,940 (+1%)

2020 Lo: 40,677 (6/01/20)
All Time High: 41,860 (13/01/20)
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Jan.15

Jan.16

Jan.17

Jan.18

Jan.19

Jan.20

GOLD: $1,551.70 (+2%)
SILVER: $17.83 (n/c)
BRENT OIL: $63.85 (-7%)

Source: closing values, chart & following table: Bloomberg
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India’s annual retail inflation accelerated to 7.35% in December,
mainly driven by rising food prices. This is the highest level in more
than five years – it was 7.39% in July 2014. Retail food prices, which
make up about 50% of India's inflation basket, increased 14.12% in
December from a year earlier, against 10.01% in November. Some
vegetable prices have rocketed, including prices of onions that are a
staple in Indian cooking which have shot up over 400% since June.
We now expect an extended pause on interest rate cuts for about 46 months until inflation eases in coming months on increased
supplies from “kharif” crops. The Indian cropping season is classified
into two main seasons based on the monsoon: 1) Kharif (monsoon
or autumn crops) and 2) Rabi (winter). The kharif cropping season is
from July–October during India’s monsoon and the Rabi
cropping season is from October-March (winter). The crops grown
between March and June are summer crops.

The December retail inflation reading is 2.25% above the upper
end of the RBI’s range and sharply above the central bank's
medium term target of 4%, which has now been breached for
three consecutive months. The Reserve Bank of India (RBI) has cut
rates by a total of 135 basis points in five moves in 2019 and
shocked markets by holding rates steady at its December meeting in
anticipation of inflation rising. We highlighted in our report of 20
December 2019 the fear of stagflation, ie, persistent high inflation
combined with high unemployment and stagnant demand. The
latest leap in retail inflation and knock-on effect on pausing to cut 
interest rates despite the sharply slowing economy adds to the
challenges faced by Prime Minister Narendra Modi, who is trying to
revive slowing economic growth. The unemployment rate rose to
7.7% in December from 7% a year earlier, according to data
released by the Centre for Monitoring Indian Economy, a Mumbaibased independent think tank.
India’s economic growth had slowed to 3.1% in 2008/09 at the
time of the global financial crisis. Last week the government
forecast 5% growth for the current financial year to 31 March 2020,
the slowest pace in 11 years. Our current forecast is 4.8%, and may
be revised downward. Last year growth was 6.8% for the year to 31
March 2019. Annual economic growth slowed to 4.5% in the July-
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September 2019 quarter, the weakest pace since 2013, mainly due
to weakening demand and inadequate private investment. India's
annual electricity demand in 2019 grew at its slowest pace in six
years with December marking a fifth straight month of decline,
government data showed. Electricity demand is seen as an
important indicator of industrial output in the country and a
sustained decline could mean a further slowdown in the economy.
Pressure is building on Prime Minister Narendra Modi to speed up
reforms as five interest rate cuts have only slowed the economic
decline, but have failed to lift the economy. Finance Minister
Nirmala Sitharaman last week unveiled a plan to invest Rs 102
trillion ($1.4 trillion) in infrastructure over the next five years in a
bid to make India a $5 trillion economy by 2025.
The annual budget due on 1 February is expected to announce tax
concessions for investors and individuals, after cutting corporate
tax rates last year. Increased spending on infrastructure is also
expected. However, bold reforms are now required. These may not
be possible as the government does not as yet have a majority in the
upper house of parliament which is required to push through tough
reforms. A majority in the Rajya Sabha (India’s upper house of
parliament) remains an “elusive holy grail” for the ruling BJP
despite it returning to power last year with the best majority in
the Lok Sabha (“lower house”) in 30 years.
U.S. President Donald Trump may visit India in February. If he does
it will be his first visit there since he took office three years ago. PM
Modi, seeking to build close ties with the U.S., had previously invited
Trump to attend India's annual Republic Day parade on 26 January.
But U.S. officials said it would conflict with the president's State of
the Union address. Also, impeachment of President Trump is widely
expected to occur this month. India and the United States have built
close political and security ties, but in recent years trade frictions
have overshadowed these. Trump has frequently named India as
one of the countries with the highest tariffs in the world and
withdrawn a key trade concession for that reason. The two sides
have been trying to work out a new and limited trade pact on
lowering tariffs, but these negotiations are facing headwinds over
broader and contentious issues on data privacy and e-commerce.

E: info@lalcap.com

Tel: + 44 (0)20 3519 0909 Fax: +44 (0)20 3519 0910

INDIA REPORT
Celebrating 25 years
Independent, objective and succinct analysis
Over 1,000 issues since 1995

LALCAP

5-YEAR PERFORMANCE OF ASIA PACIFIC/WESTERN EQUITY MARKETS IN LOCAL CURRENCY, US$ & GB£












The table below shows 5-year returns, from 31 December 2014 to 31 December 2019 in local currency and also
currency adjusted returns in US$ and GB£;
In contrast to last year’s table emerging markets have performed very well compared to developed markets. Especially
in US$ and GB£ terms, despite currency depreciation in emerging markets. The fall in GB£ after the surprise Brexit
result in 2016 has benefitted GB£ investors of overseas shares;
Brazil is the overall top performer in the table below, with the US markets again standing out with handsome gains;
In the table below, in Asia Pacific the top 3 performers were Vietnam, India and Japan;
Japan’s Nikkei 225, after languishing in the previous decade, has continued to bounce back well;
Among BRIC countries all produced positive returns for US$ and GB£ investors. In GB£ terms Russia produced the best
returns;
Among major markets the US, which accounts for nearly 38% of world market capitalisation and is the most liquid of
global markets, stood out with very handsome gains. US$ and GB£ investors anywhere in the world, seeking a very
large and liquid market, would have made excellent returns over the last 5 years simply by investing in the U.S. (eg,
Index ETFs);
For UK investors in UK’s FTSE100 the gain was 15% over 5 years vs 90% if invested in US’s NASDAQ, 60% in the DOW30,
76% in Japan, 66% in India, 48% in Germany and 25% in China (all in GB£ terms).

5-YEAR INDEX PERFORMANCE
31 Dec 2014 to 31 Dec 2019
BRIC AND ASIA PACIFIC
BRIC: BRAZIL BOVESPA
RUSSIA RTSI$
IN
INDIA NIFTY 50
CHINA SHSZ 300
AUSTRALIA 200 INDEX
HONG KONG HANG SENG
INDIA SENSEX 30
INDONESIA JAKARTA COMP
JAPAN NIKKEI 225
MALAYSIA K.L. COMP.
PAKISTAN KSE 100
PHILIPPINES PSEi
SINGAPORE STI
SRI LANKA ALL SHARE
STH. KOREA KOSPI
TAIWAN TAIEX
THAILAND SET INDEX
VIETNAM STOCK INDEX

2014 – 2019
5-year %Chg
In local Currency
+ 131
+ 96
+ 47
+ 16
+ 24
+ 20
+ 50
+ 21
+ 36
- 10
+ 27
+ 8
- 4
- 16
+ 15
+ 30
+ 6
+ 76

2014 – 2019
5-year %Chg

2014 – 2019
5-year %Chg

in US$
+ 53
+ 96
+ 30
-73
+ 6
- 17
+ 19
+ 32
+ 8
+ 49
- 23
- 17
- 5
- 6
- 39
+ 9
+ 36
+ 16
+ 63

in GB£
+ 81
+ 132
+ 53
+ 25
+ 8
+ 40
+ 66
+ 28
+ 76
- 9
- 3
+ 13
+ 11
- 29
+ 29
+ 60
+ 37
+ 91

+ 30

+ 53

WESTERN
FRANCE CAC 40
GERMANY DAX
HOLLAND AEX
SWEDEN OMX
SWITZERLAND SMI
UK FTSE 100
US DOW 30
US NASDAQ
Source : Bloomberg

+ 40
+ 35
+ 42
+ 21
+ 18
+ 15
+ 60
+ 90

+
+
+
+
+
+

25
32
1
21
2
60
90

+ 48
+ 55
+ 19
+ 43
+ 15
+ 88
+ 123
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DISCLAIMER
This report is solely for knowledge purposes and does not constitute investment advice and should not be construed as an
advertisement, solicitation, invitation or inducement to buy or sell securities in any jurisdiction. Lalcap Ltd does not offer a share
dealing service or investment advice. Readers should make their own investment decisions or seek appropriate professional advice.
Nothing in this report constitutes a representation that any investment strategy or recommendation contained herein is suitable or
appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation to lead to or enable any
transaction. The past is not necessarily a guide to future performance. The value of securities and the income arising from them can
fall as well as rise and investors may get back less than they originally invested. The information contained here has been obtained
from sources which Lalcap Ltd believes to be reliable. The Company does not warrant that such information is accurate or
complete. All estimates and prospective figures quoted are forecasts and not guaranteed. Opinions included in this report reflect
the Company’s judgement at the time of presentation and are subject to change without notice. If the investment(s) mentioned in
this report are denominated in a currency different from the currency of the country in which the reader is a resident, the recipient
should be aware that fluctuations in exchange rates may have an adverse effect on the value of the investment(s). If you are in or
have inadvertently or indirectly received this report within a jurisdiction where the contents may be regarded by local securities
exchange authorities as regulated information or investment advice, you should delete the report immediately and inform Lalcap of
receipt. The company is not responsible for the suitability of any securities for any purpose, investment or otherwise. Lalcap
assumes no fiduciary responsibility or liability for any consequences financial or otherwise arising from trading in securities if
opinions and information in this document are relied upon. Full disclaimer available on website at www.lalcap.com
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