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India’s Fiscal Health….

� GDP FY09E  Rs. 33,031 bn

� Fiscal Deficit FY09E Rs.2873  bn

� Fiscal Deficit  8.7 % of  GDP 



Stimulus package …

Fiscal measures …

� IIFCL to issue tax free bonds for Rs.40,000 crs for infra funding.

� FII investments in Re. instruments raised from $ 6 bn to $ 15 bn.

Tax Relief …

� Service tax reduced from 12 %  to 10%

� Cenvat reduced by 4%, has brought down prices of cement, textiles, and cars.

� Items attracting excise duty @ 10% reduced to 8%.

� Depreciation of 50 % on commercial vehicle purchased between 

January-March 09 to boost sale of commercial vehicle.



India’s delicate fiscal health limiting the size 
of stimulus package …..

� India’s combined (centre 9% + state 3%) 12% fiscal deficit.

� S & P downgrades outlook from stable to negative.

� Unlike China and other advanced economies India can ill    

afford the luxury of jumbo stimulus packages.

� The present stimulus package is the best any govt. can offer.

� Strong and stable government at Centre will only be able to     

execute timely  implementation.

� FY10 will require many repeated doses of stimulus packages.



Deflation a bigger threat than Inflation

Falling Inflation not something to cheer about…

Demand evaporation a grave cause of concern for Economy

Trend in G-Sec yield and Inflation
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Contracting Indian Economy 
a cause of grave concern…

*IIP=Index of Industrial Production

Contracting IIP index indicating GDP growth < 6% in H1 FY10.

Trend in IIP Growth (%) YOY
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Fall in Rupee pressing continuous FII sales…

Stable & strong rupee will curtail FII selling and attract fresh

dollar inflows

(Rs. in thousand 
crs.)

Trend in FII selling and Exchange rate
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Strong Coalition Govt.

170 + seats for either 

Congress or BJP

Weak Coalition Govt., Main 

Party < (140 -150) seats

Congress-led 

Coalition 

BJP – led 

Coalition

Third 

Front

Excluding 

Left Parties

Including 

Left Parties

Positive Neutral Negative Neutral Negative

Election Outcome

Market 

Direction

Possible Election Outcome and
market reaction



Source : Election Commission.

Vote Share-CAGR 3.36% Seats-CAGR 7.75%

Past Trends suggesting higher vote and
seats share of regional parties`
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Regional parties eating into national parties vote share may raise issues on stability 

of Govt.



Pathetic Record of Third Front Government

222

No. of Prime 

Ministers

221924

Tenure of Govt. 

(in months )

6.15.72.6

Average GDP growth 

(%)

United 

Front

Janata Party

+ Allies

Janata Party

+ AlliesCoalition name

1996-981989-911977-80

Stable centre govt. at that time would have translated in GDP growth > 7%



Incumbency not a major issue…
8 out of last 17 state elections have preferred ruling party

Non - I'bentCong.JKNCJ&K2008

I'bentBJPBJPMP2008

I'bentBJPBJPChhattisgarh2008

Non - I'bentMNFCong.Mizoram2008

I'bentCong.Cong.Delhi2008

Non - I'bentCong.BJPRajasthan2008

Non - I'bentJD-Cong.BJPKarnataka2008

I'bentNPFNPFNagaland2008

I'bentCPI(M)CPI(M)Tripura2008

Non - I'bentCong.UDPMeghalaya2008

I'bentBJPBJPGujarat2007

Non - I'bentCong.BJPHP2007

I'bentCong.+ NCPCong.Goa2007

Non - I'bentBJP+BSPBSPUP2007

I'bentCong.Cong.Manipur2007

Non - I'bentCong.SAD- BJPPunjab2007

Non - I'bentCong.BJPUttaranchal2007

WinnerI'bent PartyElected PartyStateYear



�Appreciation of Rupee.

�Fall in Commercial Banks FD and lending rates. 

� Improvement in  US Data on Home sales, 

employment, Consumer confidence, etc.

� Improvement in global commodity prices viz:  

crude oil and base metals and falling gold prices.

Events leading to Positive triggers ….



Possible Election Outcome and market fall out

Strong Coalition Govt.

170 + seats for either 

Congress or BJP

Weak Coalition Govt., Main 

Party < (140 -150) seats

Congress-led 
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BJP – led 
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Left Parties

Including 

Left Parties
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Technical View
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What Big Brothers Say ?
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Bull Markets are

� Born on pessimism

�Grow on skepticism

�Mature on optimism

�Die on euphoria

Bear Markets are

� Born on recessions

�Grow on technical breakdowns

�Mature on eco-political nightmares

�Die on world-is-coming-to-an-end

Mass Psychology



Appeal to All of you…

Please Cast your Vote.

Jai Hind !!!
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Disclaimer

This document is not for public distribution and has been furnished to you solely for your information and must not be 

reproduced or redistributed to any other person. Persons into whose possession this document may come are required to 

observe these restrictions. This material is for the personal information of the authorized recipient, and we are not soliciting

any action based upon it. This report is not to be construed as an offer to sell or the solicitation of an offer to buy any security 

in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients and 

Associates of arm research It does not constitute a personal recommendation or take into account the particular investment 

objectives, financial situations, or needs of individual clients. We have reviewed the report, and in so far as it includes 

current or historical information, it is believed to be reliable though its accuracy or completeness cannot be guaranteed. 

Neither arm research, nor any person connected with it, accepts any liability arising from the use of this document. The 

recipients of this material should rely on their own investigations and take their own professional advice. Price and value of 

the investments referred to in this material may go up or down. Past performance is not a guide for future performance. 

Certain transactions -including those involving futures, options and other derivatives as well as non-investment grade 

securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centers on 

studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as 

such, may not match with a report on a company's fundamentals. Opinions expressed are our current opinions as of the date 

appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this 

material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and 

others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. 

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the 

recommendations expressed herein. We and our affiliates, officers, directors, and employees may: (a) from time to time, have 

long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any 

other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the 

financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or 

have other potential conflict of interest with respect to any recommendation and related information and opinions. The 

analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about 

the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, 

directly or indirectly related to specific recommendations or views expressed in this report. No part of this material may be 

duplicated in any form and/or redistributed without arm research’s prior written consent.


