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@ Story of Choluteca Bridge in Honduras

1.

. The Honduras government, knowing the bridge was likely to face

. In 1998, Honduras was hit by Hurricane Mitch, a category 5 storm
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Itis a Suspension bridge originally constructed in 1930, the bridge
was rebuilt in 1996.

extreme weather conditions, commissioned some of the best ar-

chitectural minds in the world to build a bridge that could with-

stand any hurricane. CA. LALIT KUMAR

Honduras was wrecked. Roads were wiped out, there was consid-
erable damage to buildings and every other bridge in Honduras was destroyed. However, the
Choluteca Bridge stood its ground and survived in near perfect condition.

. It was an amazing architectural achievement. Or, at least it should have been.

Even though the bridge stood its ground, there was one problem, the storm caused the river to
carve a completely new path which no longer ran under the bridge.

Moral of the Story :

How much ever analysis is made, there will always be events which would not be in our con-

trol. Hence always try to mitigate the risks factors than focusing on reward.
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India Consumption is Largely “Unorganised”

10-80% of Products are Unbranded - depending on e Market size of taxed and untaxed smoking goods al-
the product category most similar at ~$7 billion
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35% of Paints market remains Unorganized e Jewellery similarly has a large Unorganized segment
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@ INR & Reserves Policy Reflects Weakness

70 -

75 -

== Long period average

Taper tantrum

ovid-19 pandemic
EM Crisis

35

a5 o=
,

Apr-03

Apr-04
Apr-05
Apr-06
Apr-07
Apr-08

Apr-11
Apr-12
Apr-13
Apr-14

Apr-15

Apr-16
Apr-17|
Apr-18
Apr-19
Apr 20

¢ India Rupee has depreciated at 5% CAGR for the past 10 years.

0 Performance has been worst during times of Global Crises despite stable fiscal performance.

@ Corporate Profits % Share of GDP is at Lows
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e Corporate Profit to Nominal GDP (%)
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@ Different Perspectives..

® GDP at 42 yr low BUT Markets are at all time high.

® Banks flush with funds BUT banks not lending them.

e Govt increases expenditure on Agri BUT farm income

doesn’t grow.

e Consumption falters/improving BUT Govt can’t spend as

Fisc deficit worries.
® Doing business gets easier BUT fewer are investing (FDI as a % of GDP down from 1.9% to 1.6% in 6 yrs)
® Gross Fixed Capital formation as a % of GDP down from 34% to 28% in 6 yrs.

® Real Interest rising BUT household savings drop.

@ Strong Agriculture Base: 1st or 2nd Globally

I
|

A QN @ @ % 2
Production Production Production Production Production Exports Proc(lnl;lction
(Mn tonnes) | (Mn tonnes) (Mn bales) (Mn tonnes) | (Mn tonnes) | (in USD Bn) h n
ectares)
176 33 315 36 3

IIo

(#ug'::f ! (#2) (#1) (#1) (#2) (#2) (#1) (#1)

Source: Mohandas Pai, Blo berg, Capitaline, ENAM

® Major producer of agrochemicals, tea, cashew;, jute, oilseeds
® [argest exporters of cereal products, cotton, bovine meat, sugar, etc.
e All 15 major climates in the world; 46 of the 60 soil types in the world

® [argest manufacturers of farm equipment
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@ Large Infrastructure Base: Top 5 Globally

S Z M S
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T

Production Production Passenger Network Production
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(#Global
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Source: Mohandas Pai, Bloomberg,
Capitaline, ENAM

e Ranked 35th in Logistics Performance Index (LPI) 2016 (up 19 ranks)
e Air passenger traffic is growing at 16.5%, to become 3rd largest by 2024

® Produces 95 minerals — 4 fuel-related, 10 metallic, 23 non-metallic, 3 atomic, and 55 others

@® Strong Industrial Base: Top 5 Globally

Eﬁﬁf&l%@“

Two Four Constructi Electricity | Wireless
Wheeler Wheeler on Production Phone
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Source: Mohandas Pai, Bloomberg, Capitaline, ENAM
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@ Map of the World’s Manufacturing Output
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@ India vs. China - GDP

® India is today where China was in 2006 India v/s China - GDP in $ trillion
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In Home Consumption - More and Better!

45% e |Income Distribution by GDP/Capita
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e About 29% of the population is making the transaction USD 1,000 to USD 2,000. They are candi-

dates for basic consumer products.

® About 40% of the population is making the transaction from USD 2,000 to USD 4,000, where discre-

®

tionary spend becomes USD 3,000. This category is likely to invest in premiumization.

PhonePe Report — Snapshot

56 cr installs of Phoneapp, 30 cr+ users on its platform. 7.59 cr using Xiomi, 5.91 cr Samsung, 5.86

crs Vivo, 3.84 crs Oppo, 81 lacs Apple.

In Patiala, the average Mutual Funds investment size is Rs. 30,000, which is 2.5x of Mumbai!

More than 30 cr+ Indian smartphone users now use digital payments.

96% of all data consumed in India has been via 4G connections.

PhonePe has seen digital transactions from across
19,098 pin codes since last year, constituting over 99%

of the country.

80% of transactions come from tier 2, tier 3, tier 4 cities

and beyond.

Karnataka, Maharashtra, Telangana contribute to 40%

of the transaction.

Love for gold continues.! Gold purchases from over
99% pin codes and mutual fund investments from over

95% pin codes in the country.

All The Unicorns In The World
Are Worth One Apple

807 unicorns®, total valuation = $2.6 trillion Apple market cap. = $2.59 trillion

*Unicorn = vate start
Source: CB Insights ChQI’t Sithievala

%
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Interestingly, Kerala, while being the state that buys the largest overall volume of gold in India has
not taken to buying it online as yet. Maharashtra, West Bengal, Uttar Pradesh, Andhra Pradesh and

Telangana are the top states when it comes to buying gold.
45% usage is P2P payments, 30% Merchant payments, 20% recharge and bill payments.

44% of Telangana’s population uses digital payments - the highest in any state!

Which Companies Belong to the

.~ TRILLION-DOLLAR CLUB?

|

Which companies have broken the 13-digit barrier,
and who else is waiting in the wings?
I ful of li i I ec

BR Microsoft

e

Alphabet

amazon
)

facebook

Berksuire Hatnaway

from the automaker.

Apple, Microsoft
Saudi co are th
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HOW DOMINANT IS THE U.S. DOLLAR?

For the past eight decades, the U.S. dollar has been the world's primary currency.
These two charts provide a snapshot of what this dominance looks like.

The forex market is the
largest market in the world
with an average daily volume
of nearly $7 trillion.

THE WORLD'S MOST
TRADED CURRENCY PAIRS

As of Sept 2020

FOREIGN EXCHANGE
RESERVES BY CURRENCY

As of March 2021

2%o AUSTRAUANDOLLAR

®n Combined, the world's central
2o CANADIAN DOLLAR banks hold $12.6 trillion in
foreign exchange reserves.

Strong demand from governments, central banks, and businesses
has helped the U.S. dollar maintain its status as the world's dominant currency.

SOURCES: DAILYFOREX (2020), INVESTOPEDIA (2021), IMF (2021)
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Key Reforms in Last 24 Monthes..

® Capital infusion of Rs. 70k crs into public sector banks

® One Nation, One Ration card policy

® End of Retrospective Taxation

® Corporate Tax reduced to 22% (15% for Mfg) from 30%

e Inflation controlled to sub 5%, interest rates lowest in decade
® Labour Reforms

® [otof Infra reforms — Gati Shakti, Public Procurement process, National Infrastructure Pipeline

Opportunities

Global Semiconductor Chip
Defence Industry

Moving up the ladder from Backoffice to R&D in IT & Mfg.
Divestment of PSU holdings

Insurance Sector

Move from Unorganised to Organised sector

Deepen India’s Bond Markets

MARKETS

WHEN DRIVEN BY LIQUIDITY
MARKETS DO NOT

REFLECT

THE REAL HEALTH OF THE ECONOMY
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@ Conclude

® There are roughly 250 trading days a year, making it 2500 days for a decade. Major portion of stock’s
return happen in 50 to 60 days. This means what happens in 2% of the days decides your decadal

returns.

Identifying Potential bets

dia Populatio
(1320 Nn)

Bank Account
(1050 Mn)

|
(zl;v:;t‘;' Ny > 10%

Insured
(6 Mn)

World Equity Market Cap
o mUS
21/"?‘?( ® Japan
2% ° - UK.
30 B China
Canada
3% \ France
3% \ B Switzerland
B Germany
3% B Australia
H Taiwan
H Korea
¥ Hong Kong
8% ® India
B Nerthlands
H Other

Source: PhillipCapital India Research
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Study Ciricle - 27.04.2022

Contributions to e-newsletter

Contributions in the form of articles, poems, jokes, travelogues etc. are invited from members for consideration in the
monthly e-Newsletter. Interested members may email their contribution to icaikoznewsletter@gmail.com along with
name, membership number and mobile number.
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