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How big is the Indian economy??? 

What is India’s share in world GDP? 

What is India’s share in world population? 

$ 2.2 Trillion 
Rs. 1,41,00,000 crore or Rs. 1.41 crore crores  

3% in 2014 

18% in 2014 



THE INDIA MODEL 

GDP (% breakdown) 

Private Consumption 60 Agriculture 16 

Domestic Investment 30 Industry 31 

Government Expenditure 11 Services 53 

Exports(including services) 26     

Imports -27 

Total 100 Total 100 

Savings / Investment Matrix (% breakdown) 

Domestic Savings  29 Domestic Investment 30 

Foreign savings 1     

Total 30   30 
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INDIA’S GROWTH RATE SINCE INDEPENDENCE… 

India Growth rate since independence 

Years Growth rate Remarks 

1948-1980  3.6% 
• Focused on development of indigenous industries 
• Democratic socialism in India   
• State control in finance, Strong public sector 

80s  5.6% 
• Policy rethinking with de-licensing measures 
• Structural imbalances due to widening fiscal deficit  
• Fragile economic growth  

90s  5.8% 
• Balance of Payment crisis leading to $1.8bn IMF loan 
• Economic policy liberalization, private sector growth 
• International trade, foreign investment and technology 

00s  7.2% 
• Pick-up in economic reforms, fiscal deficit narrows 
• Upswing in Indian industrial output and investment  
• Global crisis leading to tightening of lending rates  

Upto 2015 6.9% 

• Global crisis impact: slowing growth, inflationary pressures and 
rupee depreciation 

• Promising investment destination post government change and FDI 
opening 

• Trade and infrastructure seeing an upswing 
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To manage surplus investments at L&T until required for business 
related activities:  
 
• Objectives in order of priority : 1st Liquidity, 2nd Returns and 3rd 

Limited capital risk 
 
To act as an effective market interface for the company 
 
Assets under management vary from $ 1.5 bn to $ 2.0 bn 
depending on the working capital cycle 
 
We generate alpha of 1% - 3% absolute returns over and above 
the base yield every year 
 
To identify turning points in the economic cycle and capture 
associated opportunities: 
 

ROLE AND PHILOSOPHY OF OUR TEAM AT L&T 

Investment Profile 
Category % of AUM Sub Category 

Money Market 
(Short Term Debt) 

30% 

Certificate of Deposit 
Commercial Paper 

Treasury Bill 
Fixed Deposit 

MF Liquid Funds 

Long Term Debt 35% 
Bonds 

Govt. Securities 
MF Long Term Debt 

Equity 5% 
MF Equity 

Equity Structured 

ICD-ICB 30% 
Inter Corporate Deposit & 

Borrowing 

• 2011-12:                                           a) Estimated ECB's LTRO impact accurately and caught the ensuing equity market rally  
(alpha of 1.2% for the year)               b) Corporate Bond spreads narrowed as credit pricing became finer leading to a cool off in bond yields 

 
• 2012-13:                                           a) Inflation cool off + fiscal consolidation by Govt. led to a rally in govt. securities 
(alpha of 2.0% for the year)               b) Short Term yields cool off in Apr-May 2012 post year end liquidity tightness 

 
• 2013-14:                                           a) Inflation cooling leading to rate cuts and rally in gsec markets in Apr-May 2013 
(alpha of 2.5% for the year)               b) Modi wave in Equity markets from Oct 2013 to Jun 2014 



 

 

IMPORTANCE OF POLITICS AND THEIR IMPACT ON ASSET MARKETS 

 Politics and Election results play a major role in shaping a country’s economy 

 Election results impact asset markets in a big way. A few examples are: 

Country Events Movement in Equity Movement in Debt Movement in Currency 

US - Bill Clinton - 1996 7.41% -3.86% 0.47% 

Japan - Shinzo Abe - 2012 17.47% 3.56% 8.68% 

India - Narendra Modi - 2014 12.86% -3.50% -0.67% 

Germany - Johannes Rau - 1999 8.90% 

Brazil - Fernando Henrique Cardoso -1998 31.16% 

Korea - Roh Tae-woo - 1987 29.09% 

UK - David Cameron - 2010 -12.31% 

Indonesia - Susilo Bambang Yudhoyono - 2009 62.09% 

 Non-Election Political events too impact capital markets 

Country specific political event 
Movement in Equity  

(-1m to +1m) 

Greece - Greek/German 10-year debt yield spread surpasses 300 basis points – 2010 -4.08% 

Greece - The agreement between Greece and Eurozone for a 4 month loan extension – 2015 17.38% 

Japan - Selection of Kuroda for BOJ post - 2013 16.12% 



IMPACT OF POLITICS ON INDIAN MARKETS 

India Elections  Expected Actual Equity Currency 10 year Benchmark 
yield 

  Opinion 
Poll  

Exit 
Poll   -1m to 

Result 
Result 
to +1m 

-1m to 
Result 

Result 
to +1m 

-1m to 
Result 

Result to 
+1m 

2014 230  275 336 8% 5% -2% 2% -1% -2% 

2009 224  202 262 8% 23% -1% -4% -1% 8% 

2004 270 255 181 -7% -11% 3% 0% 1% 4% 

1999 225 255 270  -3% -1% 0% 0% 0% -1% 
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Two important conclusions: 
• Reasonable chances of expected outcome deviating from actual outcome 
• Sizeable market moves 

 
Clear opportunity which can be captured if one gets it right. 

 

Note: India’s Lower House for which Elections are held every 5 years has 543 seats. A party needs 272 to claim simple majority 



HISTORY OF INDIAN POLITICS SINCE INDEPENDENCE 
Period Ruling Party / Alliance Remarks Top Leaders 

1952-1957 Indian National Congress Single Party Majority J.N. Nehru 
1957-1962 Indian National Congress Single Party Majority J.N. Nehru 
1962-1967 Indian National Congress Single Party Majority J.N. Nehru 
1967-1971 Indian National Congress Single Party Majority Indira Gandhi 
1971-1977 Congress Single Party Majority Indira Gandhi 
1977-1980 Janata Party Single Party Majority in an Alliance Morarji Desai 
1980-1984 Congress Single Party Majority Indira Gandhi 
1984-1989 Congress Single Party Majority Rajiv Gandhi 
1989-1991 Janata Alliance Multi Party Coalition V.P. Singh, R. Chandrasekhar 
1991-1996 Congress Multi Party Coalition P.V. Narasimha 
1996-1998 United Front Multi Party Coalition H.D.Deve Gowda, I.K.Gujral 
1998-1999 BJP Alliance (NDA) Multi Party Coalition A.B.Vajpayee, L.K.Advani 
1999-2004 BJP Alliance (NDA) Multi Party Coalition A.B.Vajpayee, L.K.Advani 

2004-2009 Congress Alliance (UPA) Multi Party Coalition M.M. Singh, Sonia Gandhi, Rahul 
Gandhi 

2009-2014 Congress Alliance (UPA) Multi Party Coalition M.M. Singh, Sonia Gandhi, Rahul 
Gandhi 

2014-2019 BJP Alliance (NDA) Single Party Majority in an Alliance (BJP) Narendra Modi 
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• Indian National Congress / Gandhi family has dominated the Indian political system since 
independence 

 
• From a single party system till 1989, Indian politics has moved to a multiparty coalition due to the 

rise of a number of regional parties and lack of a strong party having a pan-india appeal 



2009 ELECTIONS 
• Political Background 

 
 
 
 

• Exit Polls: 

 
 

 

• Final Result - 16 May 2009: (Total seats : 543) UPA-262, NDA-159, Third Front-79, Fourth Front-27, Others-16 
 

• Election defied predictions: Clear mandate for the incumbent UPA to have a 2nd term 
 

• “Markets had previously worried that gains by leftist and smaller regional parties would weigh on the reform agenda and lead to a further 
blow-out in the already large fiscal deficit. In previous elections, both BJP- and Congress-led alliances had been unable to push through 
reforms, held down by allies with their own agendas” – Moody’s 

 
• Nifty creates history; two upper circuits in one day 
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Agency Publish Date Predictions 

CNN-IBN – Dainik Bhaskar 13 May 2009 UPA 185–205, NDA 165–185, Third Front 110–130, Fourth Front 25–35 

Star-Nielsen 13 May 2009 UPA 199, NDA 196, Third Front 100, Fourth Front 36 

India TV – CVoter 13 May 2009 UPA 189–201, NDA 183–195, Third Front 105–121 

Market 12 Months  
Prior On The Day 12 Months  

Post 

Equity -28.22% 17.74% 37.98% 

CCY -15.67% 2.98% 7.71% 

Debt 18.21% 2.43% -16.94% 

Alliance Main Party Political Leaning Role 
United Progressive Alliance (UPA) Indian National Congress Center-Left Ruling 

National Democratic Alliance (NDA) Bharatiya Janata Party Right Chief Opposition 

Third Front Communist Party of India Left Outside support to Incumbent 
Fourth Front Samajwadi Party Opportunistic Outside support to Incumbent 



MISRULE OF UPA II (2009 - 2014) 
• Government of Scams 
 
 
 
 
 
 
 
 
 
 
 
• Policy Paralysis 

– Investments and other capex nose diving to a standstill  
– Bureaucrats afraid to work: Environment and other govt. clearances at a standstill 
– Banks afraid to lend 
 

• Worsening Macro 
– Currency crisis in 2013 
– Rating Downgrade 
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Scam Description Amount 
2G Spectrum Auction Issued telecom licences to several domestic companies who had no experience in the telecom sector Rs. 29 Bn 

Chopper Purchase Bribes paid to former Air Force Chief to procure choppers from an Italian firm  Rs.  1 Bn 

Tatra Truck Purchase Bribe offered to the incumbent Army Chief to purchase trucks for the army Rs. 14 Cr 
Commonwealth Games Organizing committee chairman and ruling party MP charged with accepting bribes from construction contractors Rs. 90 Cr 

Cash-for-votes 
Opposition MP's bribed by UPA to secure their support during the no-confidence motion raised over the Indo-US 
nuclear deal 

Adarsh Housing Apartments meant for Kargil War widows were usurped by conniving politicians and bureaucrats 

Inflation GDP CAD Fiscal Deficit 
2009-10 12.32% 8.59% -2.78% -6.50% 

2010-11 10.53% 8.91% -2.56% -4.90% 

2011-12 8.42% 6.69% -4.49% -5.90% 

2012-13 10.18% 4.47% -4.10% -4.90% 

2013-14 9.51% 4.74% -1.70% -4.80% 



MISRULE OF UPA II (2009 - 2014) 

13 



RESENTMENT BUILDING: EMERGENCE OF ALTERNATIVES 
• Rising food prices, lack of employment opportunities, middle class feeling squeezed 
 

• India Against Corruption (IAC): An anti-corruption movement that lead the anti-corruption 
protests of 2011 and 2012, the central point of which was debate concerning the introduction of 
an Ombudsman Bill. It mobilised the masses in support of their demands for a less corrupt 
society in India.  

 

• Aam Aadmi Party (AAP): Divisions amongst key members of the IAC’s core committee 
eventually led to a split within the movement with a few key members forming AAP with the 
intention of cleaning the system from within 

 

• Emergence of BJP: The principal opposition at the Centre, BJP, with its relatively clean right 
wing politics was doing extremely well in the states ruled by them;   

 

• Emergence of Modi in Gujarat 
– Scorching growth numbers 
– Extremely business friendly 
– Role model of development and clean governance 
– Youth icon 
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WHY THE CLAMOUR FOR NARENDRA MODI? 
• Replication of the successful industrialisation and development model in Gujarat  

– Gujarat’s annual GDP growth under his watch from 2001-2012 averaged 
almost 10% (chart) 

 

• The BJP manifesto promised a moderately right-of-centre economic policy, which 
markets saw as business-friendly 

 

• Gujarat moved from electricity generation deficit in 2002 to a surplus 

– 18,000 rural villages are connected to the grid 
 

• Clean government and economic competence seen as hallmarks of the Modi Govt. 
 

• Emphasis on basic infrastructure - land easily available for commercial 
development, well-developed roads in and around Ahmedabad 

 

• “Ease of doing business” high in Gujarat - Permits, licences and environmental 
clearances are granted quickly 

– E-governance: Application of IT to the provision of government services to 
make civil servants more accountable 

 

• Strong leadership style spurred expectations of fast and fair decision making to 
overcome the policy paralysis  

– A flair for marketing to business investors - Some of his favourite 
comments: “Minimum Government Maximum Governance” and 
“Government is not in the business of doing business” 
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GUJARAT CM NARENDRA MODI ALL OVER TELEVISION 



MODI’S PATH TO BJP’S PM NOMINEE 

• Nov 2012: Mr. Modi wins third successive five-year stint as Gujarat chief minister 
 
• Mar 2013: Modi inducted into BJP’s central parliamentary Board, its top decision making body 
 
• Jun 2013: BJP appoints Mr. Modi as head of its national election campaign, ahead of the general 

election in 2014 
 
• Aug 2013: NDA allies Shiv Sena and Shiromani Akali Dal extend support for the PM candidate post 

– RSS, BJP’s ideological parent organization lends support to Mr. Modi 
– BJP’s Senior leader L.K. Advani objects to anointing Modi as PM candidate (Advani was PM 

candidate in 2009) 
– Other senior leaders oppose Mr. Modi’s candidature in lieu of his polarizing nature ahead of 

the state elections in Dec 2013 
– Opposition more internal than external. He was seen as an “outsider” and a “regional leader” 

 
• Sep 2013: BJP names Narendra Modi as its PM candidate 
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NARENDRA MODI FOR PM + ANTI-CONGRESS SENTIMENT 



IMPACT OF MEDIA 

• Social Media support for Mr. Modi’s rise 

• Daily play out of UPA misrule 

• Looking for a messiah 

• Modi’s impeccable media management 
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NARENDRA MODI’S OPTIMUM UTILIZATION OF SOCIAL MEDIA 



STATE ELECTIONS OF DEC 2013 
• 4 Key states: Delhi, MP, Rajasthan, and Chhattisgarh went to polls 

• BJP a big winner 

• The emergence of Narendra Modi or NAMO has galvanised the BJP workers more.  Though Modi was accused 
of splitting the top leaders earlier, he has succeeded in uniting the workers at every level across the nation.  He 
is a great communicator and sets the agenda for the discussion for all parties.  By making himself at the centre 
stage through positive or negative news, he has made BJP as the main force in India.   

• Decimation of congress  

• Emergence of AAP in Delhi 

• Market acknowledged the move but it was a relief rally 
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Delhi Rajasthan MP Chhattisgarh 

2013 2009 2013 2009 2013 2009 2013 2009 

Congress 8 43 21 96 58 71 49 50 

BJP 31 23 163 79 165 143 39 38 

AAP 28 0 0 0 0 0 0 0 

Others 3 4 16 25 7 16 2 2 

Total 70 70 200 200 230 230 90 90 



 

 

RAHUL GANDHI INTERVIEW JAN 2014: FINAL NAIL IN THE COFFIN 



INDIAN GENERAL ELECTION 2014 
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Carnival Time ! Election is like a big carnival in India with the entire population from all walks of life getting swayed by 
it. There are colours and flood of money flowing. Everything comes to stand still. School, colleges and offices close 
on voting day. 

Parliamentary constituencies 543 

Candidates contested 8251 (The first election allowed Non-Resident Indians to vote) 

Phases held (longest in Indian history) 9 (7-Apr-14 to 12-May-14) 

Eligible Voters 814.5Mn (100Mn new voters since the last general election in 2009) 
(Around 23.1Mn or 2.7% of the total eligible voters were aged 18–19 yrs) 

Average Election Turnout ~66.38% (the highest ever in the history of Indian general elections) 

Electronic Voting Machines 1.4Mn (the first election that had the “None Of The Above" option) 

Voting Centers 0.93Mn 

Election duty 1.1Mn Civil Servants and 5.5Mn Civilian Employees 

Election Cost (excluding the expenses incurred 
for security and by the individual political parties) 

₹3500 crore ($577 million) (most expensive general election in the history of 
the country) 

Political Parties Cost ₹30,500 crore ($5 billion) (three times the amount spent in the previous 
election in 2009) (The world's second highest after the US$7 billion spent 
on the 2012 US presidential election) 

Increase in Tourist Arrivals From US, UK, France, Singapore and the U.A.E. had gone up by 10–15% 
The movement of domestic tourists jumped by 62%. 



OPINION POLLS 
When conducted Polling organisation/Agency Sample size UPA NDA Left Other 

Jan–Mar 2013 Times Now-Cvoter No sample size provided 128 184 – – 

Apr–May 2013 Headlines Today-Cvoter 120,000 
209 (without 
Modi) 
155(with Modi) 

179(without Modi) 
220 (with Modi) – – 

May 2013 ABP News-Nielsen 33,408 136 206 – – 
Jul 2013 The Week – Hansa Research No sample size provided 184 197 – 162 

Jul 2013 CNN-IBN and The Hindu by 
CSDS 19,062 149–157 172–180 – 208–224 

Jul 2013 Times Now-India Today-Cvoter 36,914 134 (INC 119) 156 (BJP 131) – – 

Aug–Oct 2013 Times Now-India TV-Cvoter 24,284 117 (INC 102) 186 (BJP 162) – 240 

Dec 2013 – Jan 2014 India Today-Cvoter 21,792 103 (INC 91) 212 (BJP 188) – 228 

Dec 2013 – Jan 2014 ABP News-Nielsen 64,006 101 (INC 81) 226 (BJP 210) – 216 

Jan 2014 CNN-IBN-Lokniti-CSDS 18,591 107 – 127 
(INC 92 – 108) 

211 – 231 
(BJP 192 – 210) – 205 

Jan–Feb 2014 Times Now-India TV-Cvoter 14,000 101 (INC 89) 227 (BJP 202) – 215 
Feb 2014 ABP News-Nielsen 29,000 92 236 29 186 

Feb 2014 CNN-IBN-Lokniti-CSDS 29,000 119 – 139 
(INC 94 – 110) 

212 – 232 
(BJP 193 – 213) 105–193 

March 2014 NDTV - Hansa Research 46,571 128 230 55 130 
March 2014 CNN-IBN - Lokniti-CSDS 20,957 111–123 234–246 174–198 
April 2014 NDTV - Hansa Research 24,000 111 (INC 92) 275 (BJP 226) 157 
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EXIT POLLS, SURVEYS & RESULT 



EXIT POLLS 

Publish Date Polling Organisation NDA UPA Other 

12 May 2014 

CNN-IBN – CSDS – Lokniti 276 97 148 

India Today – Cicero 272 115 156 

News 24 – Chanakya 340 70 133 

Times Now – ORG 249 148 146 

ABP News – Nielsen 274 97 165 

India TV – CVoter 289 101 148 

14 May 2014 
NDTV – Hansa Research 279 103 161 

CNN-IBN – CSDS 280 97 148 

12 May 2014 Poll of Polls 283 105 149 
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INTERNAL RESEARCH - I 
• Constituency wise analysis   

– Given below is a sample snapshot 

 
 
 
 

 
 

• Periodic state wise analysis 
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Constituency Sate/UT 
Winner 

2009 
  

2009 
Margin 

NDA Candidate UPA Candidate Clear Winner Comments 

Munger BIHAR JD(U) RJD  1,89,361  Vina Devi Pragati Mehta NDA   

Nalanda BIHAR JD(U) LJP  1,52,677  Satyanand Sharma ASHISH RANJAN SINHA JDU   

Patna Sahib BIHAR BJP RJD  1,66,770  
SHRI SHATRUGHAN 

SINHA 
KUNAL SINGH NDA   

Pataliputra BIHAR JD(U) RJD       23,541  Ram Kripal Yadav Misha Bharti CLOSE CONTEST 
Triangular contest between JDU / BJP / RJD All 

Yadav candidates 

Arrah BIHAR JD(U) LJP       74,720  R.K.Singh Bhagwan Kushwaha CLOSE CONTEST 
UPA has upper hand bcoz of division of BJP votes 

with JDU (both Rajput candidates) 

Buxar BIHAR RJD BJP          2,238  shri ashwani kumar Jagnanad Singh NDA BSP has cut into RJD votes helping BJP 

Sasaram BIHAR INC BJP       42,954  Chhedi Paswan SMT.MEIRA KUMAR UPA CLOSE CONTEST 

Karakat BIHAR JD(U) RJD       20,483  Upendra Kushwaha Kanti Singh NDA NDA has upper hand 

Jahanabad BIHAR JD(U) RJD       21,327  Arun Kumar Surendra Prasad Yadav CLOSE CONTEST 
Triangular contest 3 bhumihar candidates NDA / 

JDU / CPIML may help UPA  
Aurangabad BIHAR JD(U) RJD       72,058  Sushil Kumar Singh NIKHAIL KUMAR UPA CLOSE CONTEST 

INC BJP Others

2009 Final 206 116 221

04-Jul-13 125 148 270

27-Nov-13 119 165 259

20-Jan-14 108 168 267

11-Feb-14 103 175 265

UPA NDA Others

27-Apr-14 131 254 158

06-May-14 110 259 174

11-May-14 90 270 183

2014 Final 58 336 149
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INTERNAL RESEARCH - II 

• Tracking historical and current perspectives (for e.g. Mr. Jokowi from Indonesia) 

• Opposition parties losing morale 

• Complete domination of social media; Social Media tracking 

• Media and press articles 

• Personalized opinion polls + Published opinion polls 

– Talking to people from all walks of life: taxi men, sweepers, house help etc. 

– Road trips to Indian hinterland 

– Informal polls after every phase 

• Research analysts, economists, Psephologists 

• Action of big business houses close to BJP 

• Potential impact of a Modi victory and transformation of India 

• Volatility in markets due to Russia-Ukraine conflict, Argentina Debt Crisis etc. 

• Interaction with bank economists / research analysts 
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POSITIONS WE BUILT IN ANTICIPATION 
• We assessed the potential impact of a possible Modi victory 

 

• Invested in infrastructure and midcap stocks, which had the maximum potential to go up 

– Focus on infrastructure was the need of the hour in India 

– Modi’s governance in Gujarat focused on improving business climate, land acquisition and 

investments in infrastructure 

 

• Invested Rs 100 Cr ($16 mn) on Oct 2013, Invested Rs. 100 Cr ($16 mn) more in Dec 2013, Invested Rs. 

100 Cr ($16 mn) in Feb 2014, and finally invested Rs. 100 Cr ($16 mn) in May 2014  

 

• Total size = Rs. 400 Cr ($64 mn); Average Investment = Rs 250 Cr ($40 mn) 

 

• Also bought INR vs. USD to play for the strengthening of the local currency due to inflows 
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VOLATILITY - EMOTIONS - DRAMA 
• Excitement, stress, complete involvement 

• Dealing with volatility: External (Geopolitics, EM debt crisis, Fed Rate Hike etc.) + Internal (Team, Management etc.) 

• We were getting more and more confident as the build up was happening but the market was just not reacting till Feb 2014 

• Market movement till T-1 day before the results ~ only 10% (very important decision to continue into the actual counting) 
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Nifty : Oct 2013 – Feb 2014 

Nifty : Oct 2013 – Jun 2014 



OUTCOME 
• BJP emerged as the single largest part with 282/543 seats. BJP and its allies 

got 336/543 seats 

• UPA got its lowest tally of 59/543 seats 

• Market gave a big thumbs up to the decisive victory 

• We made $18 mn on avg. capital of $40 mn in 8 months 
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Market 12 Months  
Prior On The Day 12 Months  

Post 

Equity 15.45% 1.12% 14.71% 

Nifty : Jun 2013 – Jun 2015 



CONCLUSION 
• The most important political event for any country is ‘Elections’ 

 

• Elections can have tremendous impact in changing the direction of a country’s economy 

 

• As a result, an election event can have sizeable impact on the asset markets of that country 

 

• Accurately predicting the outcome in advance and Timing the move can help generate 

significant capital gains in a short span of time 
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