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Invest

Infrastructure, IT, sugar stocks to do well in short term

EVEN though the market ks risen
ite steadily over the
gw.mwmqmﬁ?
revival, Dipen rice-

of private client group at Kotak
Securities, in an interview with
Vikas Srivastav, says he evpects
Humm‘httaﬂ_frfmﬂummu
Frigh im the immediale term, as
there is no tmportant trigger. He,
however, matniaing thal green
shoots are already sprouting and
market recovery shorld start soom-
er than later. Excerpts:

W India’s groes domeatic product
{GDF) rate i expected to grow 5-6
e cenit thiis year, which means thee
is gendne demand. Where are the
problems then? Why are hanks not
lending?

Tl last year, banks did not hesitae 1w
lerd, ax thetr overall semiimens toward
tha econanmy, prodisction and peofitabil
ity of the comparnies was strong. Banis
wotld lend on the premise that afer
e three years when the projects Bnac-
fy these would encugh demand 1o
belp the compandes repay their loans,
MNow, the emuadon has  reversed.
Dewpite the propctid GDP growth of 5

5.5 per coni consumption has fallen
and there 18 no export demand. Crodit
rowih has gone down to 16 par cent on
a year-an-year basis on concerns that
bk mury have 1o (oo mone non-par-
forming asets. S whese lending is
searce are Also the ones that are rels-
thvely mote affected, such o real estate,
eextiles ard auio.

B 'When can we oxpoct sene
revovery!

There ame sane green shoots viskble in
demand for aute, cement and sesl
Froduction in companies such as Tata
Seoed dund JSW luas pricked up, Theee bs
some demard in the nealty socior o
weil, But we peed o soe I this b8 a yoar-
el ¢ oF gt i
I the commencial vehiche demand or
the demand for steel, cament and realty
picks ip i another few monihs, then
we cun gy Ut recovery has stared

Iba;wlhﬂ.lh-mh‘ﬂ
entered a deflatonary stage? .
Despite the rats of infaton being an
chose in oo level, prices have not full
en. | will not zall it deflation, because
the wholesale price indes las not fullen
aned the comsumer price tnde b il

high at 10 per cend. It s ondy due 1o the
base: effect chat the mie of inflation has
come down. If cormmedity poces shoot
up with the global recovery, we will wae
the rate of infation inching up o the
next @ix manthe For the net two o
three meonths, the rte of inflatan will
continue i hover around zemo kevel
When cormmodity  prices start sing.
it will be an early sign of inflaton
ICTEEINE agn

B Do you think this is the tight dme
for further rafe cuts of ate they o

opittm levela?

I thilriki the mierest rabes will stabslise at
these levels. But there B scope for
moluctban in by Fessrve Bank rates by
another 25 basis polnts. The REL has
indicated that it 55 not geing o reduoce
tha interes ratss further, Bue hanks may
now st mducng the interest abes
mherwly, s there s a significant amotsnt of
liguidity in the system. Alo, they have
reduced the interes rales on deposits
und taken bulk deposits at 2-2 per cent
levels, bringing down dhe cost of funds
significantly This, | think, presents
wnough scope for fother reduction in

| lending mies.

B In the present enviranment, what
would be the right mbx of equity
and debt?

For an
to tiek yeurs, equity has abways given

sl rbes wnd companies ane ghing B-8
per cent, which after o deducdon
wouldd come o 67 per cent only
Haowerver, since equiy commees with & risk
attached (o i, wr amc advising our
clienes 1o add close 1 BH0-25 per cent of

debt 16 their portfolics. The return on
exjuity i expecied bo be n the e of
10 o 12 per cent per annum.  °

B How da yoi: expect the mariet 1

market i fll from de curment hagh, as
these Is no impartant triggee But with
the gwen shoots visible and demand
phckdng up in a few sectors, it 18 expect-
wd to gan recovering soon.

B Which sectors are expected to

perform well in the short werm?

Companies that ‘are more dependent
an governiment poojects will do well as
the governunent s expecied to contin:
ue with lx spending, especially’ in
infrastructure and other asoclated
progeces, mven after slactions. Bosides,
interest rabe-setsitive soctors such 88
hanks, IT and suto ahauld do well dos
o sofiening of inleres! rates Apan
from thiess, sugar compandss sheuld do
well as prices are expected to flom O
i to shortage of production. Sugas
production fell wound 45 per cent this
yHAL L]
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