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‘Itis important to communicate to the world what India s trving to achieve’

The Prime Minister’s visit to the UK holds
much promise for India, say market experts
Raju Kamath, Manish Singh

ABHA BAKAWA

As Prime Minister Narendra Modi is
ona packed three-day visit to the
UK, Bloomberg TV India gets you
the moad of the investors on the
ground from the UK, and what they
are looking forward to when it
comes to Indian market and policy.
Bloomberg TV India speaks to Raju
Kamath, CEO of Kuvera Capital, and
Manish Singh, Strategist & Head of
Investments, rossbridge Gapital.

Manish, we have just seen the
BJP’s loss in the Bihar elections.
The market seems to have
somewhatdiscounted the
entire turmoil. What is your
view as an investor?
Manish:| don't think it does. If
welook in terms of legislative
impact— of how many seatsthe
BJP would have got in the Rajya
Sabha —itwas justfive.

Also, if welook at itin terms of
legislative reforms thatthe
government has been talking
about, I think, this jolt may
actually end up helping the
government tothink —thatitisa
kind of reality check what of
what they are doing. But there
are many things that the
government can do and for that

“The expectation (in the UK) had
been set long back, ever since Modi
was the Chief Minister of Gujarat.”

RAJU KAMATH
O, uven Gpital

itdoes notneed legislative
ag)eement. Ifyou are talking
about reducing the Centre’s stake
in PSUs, it does not need to be
passed by the Lok Sabha.

Similarly, if youare going to
havean unambiguous legal
system, you don't need legislative
approval. So the government can
doa lotof things even without
legislative approval.

The global micro-picture is still
very much favouring India.
Energy prices are not going
anywhere, anytime soon. And the
government is still committed.
Therecent announcementon FDI
reforms outines thisvery fact

Raju, let me get your
perspective.

Raju: think it won't have any
significant impactatall. If the
BJP had won, it would have
beena margin positive. But
if we look at SEBs, PSU
banks, they don't need that
win. | think the Bihar poll
drubbi ng may accelerate
some of the reforms, as it
may actasa joltfor the
government to wake up.

A day before Diwa

there are a lot of action on the
FDI front. But are you worried
about the execution?
Raju:lthink therearealotof
sitdves. Look at the road
uilding which has taken up
phenomenally well. And al so,
look at the potential japanese
investment in rains. The
governmentis on the right
directon as far asthe reform is
concerned. There isa lot of
goodwill At the same time there
are a lotol expectations as well.

some of the biggest corporate
have come out and spoken that
the government possibly needs
more time to get some of the
executions to take plhce. Do
you agree?

Manish: [ think the government
needs time. We can hope that it
could be done faster. But the fact
is that you know how India
works. You have to cut some slack
for the government so
long as the
intention is clear.
For me the
whole MAT issue
which
happened was
# not required.

Y Youarealready
fighting a
challengein
order

to reform the country. At the end
of the day youare looking for FDI,
you are looking for capital.

The government has been fairly
vocal when it says it is taking
the right steps to resolve issues.
Has that been enough for you
as a reassurance?

Manish:[ think what they have
said subsequenty has been
encouraging. The government
should be proactive in making
investors feel welcome. Thatis
exactly what ease of doing
business is. Now, you have States
competing with each other to get
the capital. These are positive
signs. You have to function in
resource constraint. You should
not think that capital isavailable
and you can use it theway you
like. So1 would say that a lotof
communication is happening
and willclearly make investors
feel comfortable.

Talking about federalism, do
you think that it will add to
ease of doing business?

Raju: Thereis no doubt aboutit
One of the voices in getting the
execution done is to em power
the Stares. That is for their
economic benefit. More free
market means less taxation and
less bureaucracy. This simple
formula will deliver growth.
These reforms will provide
certain place for the investors
and companies todo business. In
other words, it will empower the
States directly.

What is the mood on the
ground in the UK ahead of the
Prime Minister’s visit?

Raju:l think the atmospherehas
been positive much ahead of the
visit. The expectation had been
set long back, ever since Modi
was the Chiel Minister of Gujarat.
Ever since Modi took over the
reins of India, it was going bigger
and bigger. Investors are now
more focused on joining the
bandwagon of reforms in India.

Manish, what is your take?
Manish: Itis positive what the
Prime Minister is doing in terms
of communication. | often
believe that India was far less

kn own before. Of course he will
be criticised for the foreign trip.
But I would say if you won't tell
theworld who youare,what you
do and whatyou wanttodo,
people will have varied
interpretations.

Soitisimportant to
communicate to the world what
India istrying toachieve. Thatis
a big positive.

Youreally have to talk about
how you can make the
bureaucracy work better,
business work better. Those
things are very vitaL. And when
we talk about infrastructure, itis
not just the roads. Itisall abour
the legal system, itis about the
internet, itis about technology. |

“To reduce govemment stake in
PSUs...to have an unambiguous legal
system, you don't need legisiative
approval. The government can do a lot
of things without legisiative approval.”

MANISH SINGH
& Head of |

think the PMs visit to Silicon
Valley wasvery good. Weare in a
changingworld where there are
not just governmen t-to-
government talks. The
government can directly talk to
business and implement
changes. So Iwould like to hear
about how PM Modi is changing
the way businessisdone, how
the bureaucracy works and how
he is cutting red tape.

Let's talk about the markets as
welland what is the way
forward for Indan market
vis-a-vis the other emerging
markets...

Manish: Lookat where we are
positioned in terms of the Fed
and ECB. Now the Fed has boxed
iself into a corner. May be they
will raise the rates in December.
Look at forward looking data and
there are many which are not
very encouraging.

So I think the Fed is going tobe
supportive. Second, as scon
asthe uncertainty about
the Fed rate hike is
removed and to the
extent that youhave
seen some emerging
markets, there are
some central bankers
urging the Fed to raise

rates. I think you still have some
railwind in that sense. In terms of
market positioni ng, the markets
have gone underweight in
emerging markets.

For example,if you lookat the
statistics. . .the sell-off which
happened in September.. a lotof
high yield investors are backed
by high yield bonds, butnot the
equity investors in the emerging
markets. They are still
underweight. So | would say still
there isalotof supportfor the
emerging market. But there will
be some challenging imealso.

Where does India stand vis-a-vis
its pears at thismomentas far
as the market is concerned?
Raju: India in com parison to
other emerging markets has
done relatively well. Especially if
you look at the recent earnings,
they donot look encouraging.
But | think India's position from
where it waswhen the Fed was
talking about raising rates in
2013 and where it stands
now — the macro isvery
different. So the count
to-count deficit is more
significant. [ think from
that perspective India is
berter and can take a rate
hike. But non ethelessin
the short term when the
rates will go up highly,
the emerging
marketsare
going to
suffer.



