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SINGLE COUNTRIES

INDIA (3.5 STARS — ATTRACTIVE)






Exports grew by 5.7% y-o-y to USD 23.88 billion in Dec 16 while imports were higher by 0.5% to USD 34.25 billion during the same
month last year.
The Index of Industrial Production (IIP) grew by 5.7% in Nov 16, as against Bloomberg’s estimate of 1.5%.
Consumer Price Index (CPI) grew by 3.4% y-o-y in Dec 16, as against 3.6% (revised) y-o-y in November’16.
WPI Inflation was at 3.4% y-o-y for December, as against Bloomberg’s estimate of 3.5%
Consensus estimated earnings growth for FY18 and FY19 are 21.2% and 16.5% respectively.

MARKET OUTLOOK
During the month of December 2016, Indian Exports recorded a growth of 5.72% year-on-year to USD 23.88 billion while Imports grew by 0.46% to
USD 34.25 billion. Generally, the trade balance has improved. Overall trade deficit for December 2016 is estimated at USD 10.37 billion. Taking
merchandise and services together, overall trade deficit for April-December 2016-17 is estimated at US$ 33.74 billion, which is 36.8% lower than the
level of USD 53.37 billion seen during the period April-December 2015-16.
Industrial production data for November – the first month of which the demonetization impact was to be felt – showed a sharp upturn. The index of
industrial production (IIP) grew by 5.7% year-on-year in November, on account of a weak base. Year-on-year growth rates for Mining, Manufacturing
and Electricity sectors for the month of November 2016 stand at 3.9%, 5.5% and 8.9% respectively. As per Use-based classification, the growth rates
in November 2016 for Basic goods, Capital goods, intermediate goods, Consumer durables and Consumer non-durables were 4.7%, 15.0%, 2.7%,
9.8% and 2.9% respectively, with the overall growth in Consumer goods being 5.6%.
Consumer price index (CPI) grew by 3.41% in December 2016, which declined marginally from 3.6% in the previous month. A look into the numbers
revealed the decline in CPI was led by food inflation which shrunk further to 1.98% compared to 2.6% in November 2016. The decline was mainly
led by lower vegetable prices which contracted by -14.59% in December 2016 against -10.29% in the previous month. On the upside, month-onmonth Fuel inflation increased to 3.77%, higher than November’s figure of 2.80% due to higher fuel prices.
India’s Wholesale price Index (WPI) increased marginally to 3.4% year-on-year for the month of December 2016 as compared to 3.2% in the previous
month. A look into the numbers revealed that Primary articles inflation increased marginally by 0.27% year-on-year December 2016 led by a higher
inflation in Non-food articles which increased by 0.62%. Fuel & Power inflation continued its uptrend and increased by 8.65% year-on-year mainly
led by higher inflation in High speed Diesel and Petrol. Manufactured products which constitute around 65% of WPI rose by 3.7% year-on-year in
December 2016 due to higher inflation in Sugar and Food products.
As on January 23rd, 2017, the benchmark Index (Sensex) stood at 27117.34. The earnings estimates for HDFC bank – the highest weighted stock
in the index – stood at 18.4% and 19.0% for FY17 and FY18 respectively. Subsequently, the earnings estimates for the second highest weighted
stock – Housing Development Finance Corp Ltd – are 14.5% and 13.5% for FY17 and FY18 respectively. The top performers in the index during the
month were Tata Steel (18%) ITC (15%) and Tata motors (14%) while the top losers were Reliance Industries (-4%), Infosys (-4%) and Dr. Reddy’s
Laboratories (-3%.
According to consensus estimates as at December 26 2016, the estimated P/E for India’s stock market (Sensex) are 18.48X, 15.24X and 13.08X for
FY17, FY18 and FY19 respectively. Estimated earnings growth is 8.94%, 21.20% and 16.54% for FY17, FY18 and FY19 respectively. We maintain
an “Attractive” rating of 3.5 stars for the Indian market.

