52 per cent) was among the
worst performing stock indic-
es, losing more value than ei-
ther the Dow Jones (34.6 per
cent decline) or the MSCI
World index (42 per cent de-
cline).

Good performance from In-
dian stocks in 2009 mirrors the
buoyancy across el i
markets, even as stocks in the
developed markets have crum-
bled to new lows. .

China, Taiwan, South Kerea
and Brazil, in fact, sport strong
double-digit returns so far this

year.
So what has triggered this

comeback for emerging mar-

kets? Market players cite rea-
sons ranging from the
commedity price rally (which
helped Brazil and Russia) to a
revival in global risk appetite
and aweak USdollar, toexplain

it.

A weakening dollar, which
has stemmed the depreciation
in some Asian currencies this
vear, has helped prop up re-
turns from some of these mar-
kets for foreign investors.

Last week, global fund track-
er EPFR flagged off a revival in
global ‘risk appetite’, as inves-
tors pulled $42 billion out of the
safe US money market funds, to
increase exposure to riskier

vestors are reviving their inter-

est in Indian stock markets,

after their heavy withdrawals
re

“Some of the global portfolio
managers who manage India-
focused funds have indicated
their change in stance towards
Indian markets. The risk-re-
ward payoff seems to be mov-
ingin favourof agradual hikein

allocation to equities in India”,
ys Mr. Kunj Bansal, Senior
ice-President, Portfolio Man-
ment, Kotak Securities,
owever, he cautions that
ent riskssuch as elec-
ions and the fluid geopolitical
ituation in Pakistan should be
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Stock rally puts Indian market
Fund flows helped by revival in 'risk appetite’
Aarati Krishnan balanced and equity funds. ept in mind while formulating
= sl Ahead of the game quity s ey
The recent surge in stock pric- %" RISK APPETITE BACK? SAnamurthy Vijayan,
es has pushed the Sensex into Yearto-date “Emerging market equity Executive Chairman, JP Mor-
positive territory for 2009, Retums  fundshavebeen the moreresi- gan Asset Management, feels
helping it race ahead of the de-  poy jones Industrial | (114) lient -inflow and performance thatthese trends would need to
veloped markets for the first DJ Euro Stoxx 134) terms - since the beginning of sustain for a longer period to
time since the market melt- : the year, in part because inves- conclude this; butexplains “My
down began last year. Nikkei 225 (26) tors still think their fiscal pro- own experience is that inves-
The Sensex now boasts a  FTSE100 (121) files look a lot better than those  tors are not lacking in confi-
vear-to-date gain of 4.2 per  Shanghaii Composite 304 of most developed markets,” dence in India per se. Those
cent, while the US bellwether . -0 174 Mr Brad Durham, i investors who are in don't want
(Dow Jones Industrial Aver- South Korsn KOSFT ﬁl Director of EPFR, recentlynot-  to exit or book their loss at this
age) has lost 11.4 per cent. - ed. juncture because they do be-
India is also among the bet-  Brazil Bovespa 116 The domestic stock market lieve in the fundamentals of the
ter performing global markets World (10.3) rally too hasbeen aided by con-  economy.

this year, MSCI Emerging Mkt 43 sistent FII buyingoverthe past ~ “Those who are not in are
BSE Sensex 42 two wecks, with net FII pur- not making the move because
EMERGING MARKETS LEAD et ot Dac 5, 08 T 7 04 chases of about Rs 2,500 crore  they want it to get cheaper, As
This is in stark contrast to o e since March 9. for us, we didn't see any major
2008, when the Sensex (down Is this a sign that foreign in-  redemptions in March, though

we do man FII funds.
Though we didn't see money
coming in, we didn’t see it go
outeither.”

However, asset managers
aﬂre confident that once :l.‘ljnbd

ows intoequities pick up glob-
ally, Indiae?-\uril.l be a big bene-
ficiary.

“We are optimistic that asin-
vestment capital returns to
global equities, given India's
strong domestic story,
rates, demographics and high
savingsrate itwill attractalarg-
ershareof capital inflows”, says
Mr Abhay Bhalerao, Director at
imiesl:mentbank» EquirusCap-
ital.
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